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‘It is from the champions of the impossible rather than the slaves of the possible that evolution draws its creative force.’

BARBARA WOOTTON






Preface

Since at least Thomas More’s Utopia of 1516, many thinkers have flirted with the idea of a basic income – everybody in society receiving a regular amount of income as a right. Some have recoiled at the effrontery of the idea; some have mocked it, as fantasy and a threat to civilization – albeit most unlikely to come about; some have pushed it into the ‘dream, brother’ recesses of the mind; some have grown tiresome in their enthusiasm. The gamut of sentiments and reactions has been impressively wide.

However, only in the 1980s was an international network set up to promote debate around the issue. The Basic Income European Network (BIEN) was formally established in September 1986 by a small group of economists, philosophers and other social scientists from western Europe, meeting in Louvain-la-Neuve, Belgium. This was symbolic; Utopia, the first vision of a society with a publicly financed basic income, was originally published in Louvain (Leuven in Flemish). I was one of those founder members, and came up with the name. As well as being an acronym, BIEN played on the French word meaning ‘well’, hinting at the well-being we believe basic income could bring about.

Gradually, as more people joined from outside Europe, it became appropriate to rename the organization. In 2004 the E in BIEN was converted from ‘European’ to ‘Earth’. Nevertheless, until quite recently, the idea that a basic income should be paid to all as a right drew little attention from mainstream commentators, academics or politicians. Honourable exceptions included Michel Rocard, a former French Prime Minister, and Bishop Desmond Tutu, winner of the Nobel Peace Prize, who both addressed BIEN congresses. Then came the financial crash of 2007–8, which threatened the global economy, since when there has been a huge surge of interest.

Nevertheless, please indulge me in a note of appreciation for those who, through the activities of BIEN, kept the idea alive during the doldrum years and whose research and writing helped to shape thinking and fill in the policy gaps. From the outset, we sought to ensure that every political hue could be represented, within limits of respect for gender equality, racial equality and free and democratic societies.

Indeed, there have always been tensions between those who have taken a libertarian approach and those who have been more egalitarian, and between those who see a basic income as a ‘stand-alone’ policy and those who see it as part of a progressive political strategy. Yet this ‘broad church’ approach has been key to the success of BIEN as it has built the knowledge base required for when it can be said with conviction that ‘this is an idea whose time has come’.




A Political Imperative?

The growing interest in basic income partly reflects a recognition that current economic and social policies are producing unsustainable inequalities and injustices. The twentieth-century income distribution system has broken down, as globalization has swept forward, as ‘neo-liberal’ economics has done its work, and as the technological revolution has facilitated transformative changes in labour markets. One outcome has been a growing ‘precariat’, consisting of millions of people facing unstable, insecure labour, a lack of occupational identity, declining and increasingly volatile real wages, loss of benefits and chronic indebtedness.

The shares of national income going to ‘capital’ and ‘labour’ used to be roughly stable; that old consensus has gone. We are in a Second Gilded Age, in which more and more income is going to a minority of ‘rentiers’ who are thriving from the proceeds of property – physical, financial and ‘intellectual’. This has no moral or economic justification. And the inequities are multiplying, as is the resentment. The mixture of anxiety, anomie, alienation and anger is creating a ‘perfect storm’, enabling populist politicians to play on fears in order to build support for agendas that have echoes of the ugly aftermath of the First Gilded Age.

Unless a new income distribution system can be constructed – or at least the firm beginnings of one – the drift to the far right, which underpinned Brexit and the triumph of Donald Trump in 2016, will only grow stronger. I would argue that, as the anchor of a more egalitarian and more emancipatory system, basic income has become a political imperative, which is one of the reasons for writing this book.




About the Book

The book is intended to guide the reader through the arguments for and against the introduction of a basic income as a right, paid in cash (or equivalent) to all individuals regardless of age, gender, marital status, work status and work history. It draws on thirty years of research, advocacy and social activism by many people, and especially on the growth of BIEN, its sixteen international congresses and the hundreds of papers presented at them, up to and including the congress in Seoul in July 2016. As far as possible, I have given references and sources that interested readers can go to for more elaborated discussion.

However, the intention here is to provide an introduction and a reflective guide to the issues. In what follows, I consider what is meant by basic income and discuss the three main perspectives – justice, freedom and security – that have been used to justify it, as well as the economic rationale. I also deal with the various objections that have been made to it, especially on affordability and the impact on labour supply, and look at the practical and political challenges of implementation.

It is hoped that the book will be of use to politicians and policymakers as well as to what are sometimes rather patronizingly called ‘lay readers’. The simple call to ‘give everybody a basic income’ is actually more complex than it sounds, and many people have strong opinions formed without evidence or considered reflection. So readers are urged to approach this book with as open a mind as possible.

As a founder member of BIEN and currently its honorary co-president, I am an unapologetic supporter of basic income. However, I have endeavoured to ‘give the devil the best tunes’ (well, let us pretend!), so that readers can weigh the arguments for themselves. The purpose is, and should be, to encourage a dispassionate conversation, rather than a dialogue of the deaf. It is up to those who are in the political arena to take the conversation forward into action.

How to give politicians inclined to support a basic income the courage to say it out loud and work for it? I, for one, have grown tired of hearing prominent politicians say in private that they support basic income but do not know how to ‘come out’. I would like to think that the arguments in this book, underlined by the events of 2016, will help to strengthen their collective backbone.
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‘The easiest way out is through the door. Why do so few use this method?’

CONFUCIUS



We need to start by defining what is meant by a basic income. Although there are a number of variants, which will be discussed in due course, a basic income can be defined as a modest amount of money paid unconditionally to individuals on a regular basis (for example, monthly). It is often called a universal basic income (UBI) because it is intended to be paid to all.

This deceptively simple definition nevertheless needs unpacking.

The Essentials

What Is Meant by ‘Basic’?

The term ‘basic’ causes a lot of confusion. At the least, it means an amount that would enable someone to survive in extremis, in the society they live in. It could be more. However, the underlying purpose is to provide basic economic security, not total security or affluence. Total security would be neither feasible nor desirable.

Deciding what constitutes basic security is a challenge, but intuitively it should be easy to understand. Basic security in terms of being able to obtain enough to eat and a place to live, an opportunity to learn and access to medical care surely constitutes what any ‘good society’ should provide, equally and as certainly as it can. Most advocates of a basic income believe it should be provided as a ‘right’, meaning that it cannot be withdrawn at will. This issue is discussed further in Chapter 3.

Some argue that the basic income should be sufficient to ensure ‘participation in society’. As a definition, this seems both unnecessary and too vague. However, it reflects a laudable wish for all to have adequate resources to enable them, in words associated with Alexis de Tocqueville, to go forth in society as citizens with equal status. A sensible pragmatic position is that the level of a basic income should be sufficient to advance in that direction.

So, how high should the basic income be? Some advocates believe it should be set at the highest amount that is sustainable, and as close as possible to an ‘above-poverty’ level. This is the libertarian view, discussed in Chapter 3, which is often accompanied by claims that a basic income could then replace all state benefits and welfare services.

Others, including this writer, believe that a basic income could start at a low level and be built up gradually, determined by the size of a fund set up for the purpose and the level and change in national income. Whatever level is set, however, a basic income need not – and should not – be a calculated means of dismantling the welfare state.

What Is Meant by ‘Universal’?

In an ideal world, we might want every human being to have equal basic income security. But ‘universal’ here means that a basic income would be paid to everyone usually resident in a given community, province or country. The basic income would not, strictly speaking, be a ‘citizenship income’, as it is sometimes referred to, because non-resident citizens would not qualify. Conversely, in-migrants could be required to be legal residents for a defined period (or, in the case of foreigners, have achieved permanent residence status) before qualifying to receive the basic income. This is a political matter to be decided by democratic means.

What Is Meant by ‘Paid To Individuals’?

The basic income would be paid to each individual as an individual, regardless of marital, family or household status. Thus it would not favour or discriminate against any type of household arrangement. And, unlike benefits paid according to ‘family status’, there would be no presumption of automatic sharing of income within a household, let alone equal sharing, which is often not the case.

The basic income should also be uniform, that is, paid equally to every adult, whatever their circumstances. Some existing state benefits, being family-based, in effect give members of large households a lower amount, assuming economies of scale within families. A basic income makes no such assumption and so avoids unintended discrimination.

Most (but not all) proponents of a basic income also advocate paying a lower amount to children, usually specifying that the child’s basic income should be paid to the mother or a surrogate for the mother. And many propose paying supplements for pensioners, for the frail elderly and for those with disabilities, to compensate for their higher costs of living and their relatively low probability of earning extra income. Thus ‘equality’ can be interpreted as equality of basic living standard.

What Is Meant by ‘Unconditionally’?

The important claim that the basic income should be provided by the state unconditionally has three aspects. First, there would be no income conditions, that is, no means testing. People would not have to prove they have an income below a certain amount, or that this was not their ‘fault’ or ‘responsibility’; such tests are much more arbitrary and inequitable than commonly presumed.

Second, there would be no spending conditions; the basic income would be paid without direction or restriction on what, when or how recipients spent the money. This distinguishes basic income from benefits in kind, or vouchers or cash cards, that can only be spent on specific items and are thus inherently paternalistic. A basic income allows people to determine their own spending priorities.

Third, there would be no behavioural conditions, requiring people to behave in certain ways and not others, such as taking jobs or particular types of job, or being willing to do so, in order to qualify for the basic income. This is what both advocates and critics of basic income usually mean when they refer to basic income as an ‘unconditional’ payment.

What Is Meant by ‘Regular’?

The basic income would be paid at regular intervals, the usual suggestion being monthly, though it could be more frequent or less. Importantly, the amount each month would be similar and paid automatically, without form filling, queuing and so on. Predictability is a crucial component of basic security. Unlike most other forms of state benefit, basic income would be both guaranteed and known in advance.

It would also be non-withdrawable. In other words, basic income should be a right that, like other fundamental rights such as the right to liberty, cannot be taken away except by due process of law. (Some basic income advocates propose suspending payments to prisoners, but other options could include using the basic income to help defray the costs of upkeep in prison, payment of the basic income to another family member or even the banking of payments to await release, easing subsequent reintegration into society.) It should also be non-repayable. Sometimes the term ‘non-foreclosable’ is used, to signify that the basic income could not be seized for non-payment of debts. It should be an economic right to basic income security.

A Warning

A stable and predictable basic income, paid come rain come shine, is thus different from a minimum income guarantee, which tops up low incomes to a given level, usually requiring complex means tests. And it is different from a negative income tax or tax credits, which are withdrawn as income rises.

Nevertheless, these variants are often referred to in the same breath as basic income, and they do have in common the idea that everyone should have some sort of basic income security. While this book reserves the term ‘basic income’ for schemes that conform to the definition given at the start of the chapter, readers should be aware (and beware) that commentators often confound these diverse approaches under the ‘basic income’ label. Sometimes this may be done mischievously; more usually, it is a sign that they do not know what they are talking about.

Basic Income v. Basic Capital Grants

It is important to distinguish between a basic income (modest amounts paid regularly) and basic capital grants (larger amounts paid as a single lump sum). It has been said that a basic capital grant aims to produce ‘capitalism with equal starts’, which permits market-driven inequalities, whereas a basic income aims for ‘capitalism with baseline income maintenance’.1

Advocates of a basic capital grant typically envisage a one-off payment given to everybody on reaching a certain age, such as twenty-one. Bruce Ackerman and Anne Alstott, the two principal contemporary proponents, have called this a ‘stakeholder grant’.2 Elsewhere, I have called it a ‘coming-of-age grant’, a COAG.3

In a variant known as a ‘baby bond’, introduced by Britain’s New Labour government, parents were given a voucher for £250 or more at the birth of a child, to invest in a trust fund that paid out at age eighteen. That scheme was abolished by the coalition government of 2010–15, before the first recipients reached adulthood, so there could be no evaluation of its impact prior to the decision to end it.

The main criticism of one-off capital grants is the ‘weakness-of-will’ effect. Someone receiving a large lump sum, especially at age eighteen or twenty-one, might be tempted to make risky investments or might squander the money, ending up with nothing. There is also a timing issue, since one age cohort may receive the grant when investment values are rising, another when opportunities are scarce or more risky. The advice of an expert (or perhaps a ‘nudge’ by a government-appointed adviser) may have poor results for one person and good ones for another at a different time. In effect, the capital grant leaves too much to chance.

It would be difficult to refuse help for people if, for whatever reason, they subsequently fell upon hard times. But this would also create a moral hazard, since expectation of further financial support if the money was lost could tempt some recipients into more reckless decisions. By contrast, a modest amount paid as a regular basic income would not encourage excessive risk-taking, and would have the added advantage of allowing people to learn over time how to handle money if they had not been able to do so previously.

The Roots of Basic Income

Several candidates jostle for pride of place as the originator of the idea that the state should provide all its citizens with a basic income. Sir Thomas More, in his fictional vision of the island of Utopia (literally, ‘no place’), published in Latin in 1516, is commonly identified as the first to picture a society with a basic income.

However, there is a case for going much further back, to Pericles and Ephialtes, who in 461 BC triumphed as leaders of the ‘plebeians’ in ancient Athens. It was Ephialtes, in fact, who initiated democratic reforms that involved paying citizens for jury service. Shortly afterwards, he was assassinated (allegedly by his political opponents), and Pericles, his second-in-command, then took over. So, although it was hardly the ideal omen, we could say that Ephialtes was the true originator of the basic income, or at least the ‘citizen’s income’ variant.

The essence of ancient Greek democracy was that the citizens were expected to participate in the polis, the political life of the city. Pericles instituted a sort of basic income grant that rewarded them for their time and was intended to enable the plebs – the contemporary equivalent of the precariat – to take part. The payment was not conditional on actual participation, which was nevertheless seen as a moral duty. Sadly, this enlightened system of deliberative democracy, facilitated by the basic income, was overthrown by an oligarchic coup in 411 BC. The road was blocked for a very long time.

The medieval roots of basic income can be found in the epochal Charter of the Forest, which was issued alongside the Magna Carta in 1217. (Although the original Charter of Liberties of June 1215 is often referred to as the Magna Carta, it was not given that name until a shorter version was issued in 1217 after certain sections were moved to and elaborated in the forest charter.) The Charter of the Forest asserted the rights of the common man to subsistence and to what were called estovars, the means of subsistence in the commons. In the thirteenth century, every church was required to read out the Charter to congregations four times a year. One remarkable feature inserted in the revised Magna Carta was the right granted to widows to ‘reasonable estovar of common’. Every widow had the right to a basic income, in the form of the right to take food, fuel and housing materials from the commons.

It was nevertheless Thomas More who first depicted what a society with a basic income might look like. In a novel justification that is not without modern parallels,4 he saw basic income as a better way to reduce thievery than hanging, then the usual punishment. One of his characters says:


No penalty on earth will stop people from stealing if it is their only way of getting food … Instead of inflicting these horrible punishments, it would be far more to the point to provide everyone with some means of livelihood, so that nobody is under the frightful necessity of becoming first a thief and then a corpse.



Ten years later, a Spanish-Flemish scholar and friend of More, Johannes Vives, submitted a detailed proposal to the Mayor of Bruges for ensuring a minimum subsistence for all the city’s residents; this led to a brief trial of the idea in the town of Ypres. For this reason, some credit Vives with being the first to initiate something like a basic income. But in his model the assistance (food) was targeted on the poor only. Vives was also a proponent of ‘workfare’, making the poor labour in return. Still, More, Vives and others helped to legitimize the idea of publicly funded and publicly provided poor relief, rather than reliance on discretionary charity by the Church or the rich.

In the centuries after More, a few other thinkers followed in his footsteps. In France, for example, Montesquieu’s Spirit of the Laws of 1748 asserted, ‘The State owes all its citizens a secure subsistence, food, suitable clothes and a way of life that does not damage their health.’ Later, the Marquis de Condorcet, an enlightened man for his time and place, argued for something similar. The guillotine that ended his life in 1794 again symbolized a road not followed.

However, perhaps the most influential advocate in the early phase was Thomas Paine, the great republican and author of The Rights of Man. The key assertion was not in his widely distributed pamphlet Common Sense (1776) that inspired the American War of Independence, a copy of which was said to be in every cabin in America, but in the core of his seminal essay ‘Agrarian Justice’, written in 1795.5 There he proposed what might be called a ‘coming-of-age’ capital grant as well as a basic income for the elderly, both remarkably innovative proposals for his time.

Paine’s radical contemporary in England, Thomas Spence, also argued for a basic income as a natural right, as a matter of justice. He envisaged a sort of ‘social dividend’ derived from land rents paid into parish funds, with the proceeds distributed equally between all inhabitants on a quarterly basis.

In the nineteenth century, a few writers toyed with some version of a basic income. In continental Europe, French, Dutch and Belgian thinkers were prominent in this phase, notably the socialists Charles Fourier, Joseph Charlier, and François Huet, who in 1853 advocated an unconditional transfer to all young adults, funded by taxes on inheritance and gifts. But they were to be marginalized in the burst of communist fervour and the paternalism of social democracy.

Across the Atlantic, contributors included the flamboyant Henry George, whose book Progress and Poverty (1879) sold millions and whose influence was widespread and prolonged. Another influential publication was Edward Bellamy’s novel Looking Backward! (1888), describing in detail a United States in the year 2000 that credited all citizens with an equal income.

In Britain, William Morris’s radical futuristic novel, News from Nowhere (1890), written in part in reaction to Bellamy’s book, envisaged a cooperative craft-based society in an England of 1956. The novel itself was too earnest to be regarded as great literature, but Morris captured something special in portraying a society where, with a basic income granted by the state, people pursued work as creative activity, not as labour for bosses. It was a vision of work soon to be lost in the dour ‘labourism’ of both socialists and communists in the early decades of the twentieth century, which made income and benefits dependent on jobs.

What might be regarded as the second wave of proponents came in the wake of the First World War, in the writings of Bertrand Russell, Mabel and Dennis Milner, Bertram Pickard, G. D. H. Cole and the disciples of Henry George.6 Walter van Trier wrote an engaging doctoral dissertation identifying the Milners as the pioneers of a basic income (which they called a ‘state bonus’) as practical policy.7 Shortly after them, writing in the 1920s, came British engineer C. H. Douglas, founder of the ‘social credit’ movement and the first proponent inspired by a technological vision of a widening divide between economic output and workers’ incomes and purchasing power. He was to have a bevy of like-minded thinkers in the twenty-first century.

As a general principle, Russell stated the aim of basic income clearly:


[T]he plan we are advocating amounts essentially to this: that a certain small income, sufficient for necessaries, should be secured to all, whether they work or not, and that a larger income – as much larger as might be warranted by the total amount of commodities produced – should be given to those who are willing to engage in some work which the community recognizes as useful … When education is finished, no one should be compelled to work, and those who choose not to work should receive a bare livelihood, and be left completely free.8



Russell’s statement was one of many similar calls in a very charged social context, a time of economic misery following the carnage of the Great War of 1914–18, which had decimated the industrial working class of Europe. But the Labour Party, which discussed the ideas of basic income and state bonuses at its annual conference in 1920, formally rejected them the following year. It was a missed opportunity to advance a different form of society.

Subsequently, there were a few lone voices in the United States, most notably Senator Huey Long. In Britain, the various related proposals figured peripherally in the debates on the formation of the welfare state, notably in the early work of James Meade and Juliet Rhys-Williams (1943), which was taken forward by her son Brandon after he became a Conservative MP. But the ‘labourist’ version of the welfare state prevailed, tying income and benefits to the performance of paid labour, and the basic income road was not taken, again.

The Frankfurt School psychoanalyst Erich Fromm advocated a ‘universal subsistence guarantee’ in a famous 1955 book, The Sane Society, and in a later essay, ‘The Psychological Aspects of the Guaranteed Income’. But the labourist welfare state was then in its ascendancy and his voice and that of others went unheeded.

What might be called the third wave came in the 1960s, predominantly in the United States, at a time of rising concern over ‘structural’ and ‘technological’ unemployment. This was famously associated with the 1972 proposal by President Richard Nixon for a Family Assistance Plan, a form of negative income tax. He refused to use the term ‘guaranteed annual income’, and it would be an exaggeration to see Nixon as a convert to the basic income cause. He believed in supporting ‘the working poor’, by which was meant those in low-paid jobs, ignoring the many forms of unpaid work.

Nevertheless, the measure was an advance in the basic income direction. It passed in the House of Representatives but died in the Senate, despite overwhelming support in public opinion polls. Ironically, the reform was killed by Democrats, some on the specious grounds that the proposed amount was not enough. It was yet another instance of a road not taken. The era of tax credits emerged in its stead.

Earlier, in 1968, an astonishing 1,200 economists from 150 universities had signed a petition in favour of a negative income tax. And, although forgotten for many years, in 1967, shortly before he was assassinated, Martin Luther King wrote as follows:


I am now convinced that the simplest approach will prove to be the most effective – the solution to poverty is to abolish it directly by a now widely discussed measure: the guaranteed income … New forms of work that enhance the social good will have to be devised for those for whom traditional jobs are not available … a host of positive psychological changes inevitably will result from widespread economic security. The dignity of the individual will flourish when the decisions concerning his life are in his own hands, when he has the assurance that his income is stable and certain, and when he knows that he has the means to seek self-improvement.9



There were many other advocates around this time, though most seem to have supported a means-tested guaranteed minimum income. They included a string of Nobel Prize-winning economists – James Meade, Friedrich Hayek, Milton Friedman, Jan Tinbergen, James Tobin, Paul Samuelson and Gunnar Myrdal. The idea was also supported by other prominent economists, such as J. K. Galbraith, and by sociologists, most notably New York Senator Daniel Patrick Moynihan, who, although a Democrat, had a strong influence on Nixon’s proposed Family Assistance Plan.10

The fourth wave could be said to have started in a quiet way with the establishment of the Basic Income European (now Earth) Network (BIEN) in 1986. After attracting a steady stream of converts, the wave gathered real momentum in the wake of the financial crash of 2007–8. Since then a wide range of economists and commentators have come out in support of some variant or another of basic income, often associated with fears of technological unemployment, growing inequality and high unemployment.

Supporters in this fourth wave include: Nobel Prize winners James Buchanan, Herbert Simon, Angus Deaton, Christopher Pissarides and Joseph Stiglitz; academics Tony Atkinson, Robert Skidelsky and Robert Reich, former Secretary of Labour under Bill Clinton; prominent economic journalists Sam Brittan and Martin Wolf; and leading figures in the BIEN movement, such as German sociologist Claus Offe and the Belgian philosopher Philippe van Parijs.

Latterly, the idea has been taken up by Silicon Valley luminaries and venture capitalists, some putting up money for the cause, as we shall see. They include Robin Chase, co-founder of Zipcar, Sam Altman, head of the start-up incubator Y Combinator, Albert Wenger, a prominent venture capitalist, Chris Hughes, co-founder of Facebook, Elon Musk, founder of SolarCity, Tesla and SpaceX, Marc Benioff, CEO of Salesforce, Pierre Omidyar, founder of eBay, and Eric Schmidt, Executive Chairman of Alphabet, Google’s parent.

Some people have rejected basic income on the rather crude reasoning that support from this quarter means it must be wrong! All that can be said at this stage is that the breadth of support, from across the political spectrum, from business executives to trade union leaders to social activists, and across all disciplines of the social sciences, promises a more robust movement than at any time in the past.

Looking back at the four waves of advocacy, the first, disjointed wave can be characterized as responses to the conflictual emergence of industrial capitalism, imagining a way to adjust society to preserve communities and the values of ‘work’ against advancing proletarian ‘labour’. The impetus for the second wave was primarily social justice, the need to right the wrongs of the First World War and the decimation of the working class. But it was crushed by the juggernaut of universal labourism espoused by social democrats, communists and Fabian socialists.

The third wave reflected the fear of technological unemployment and faded as that fear receded. The fourth wave has been spurred by the emergence of mass insecurity and rising inequality as well as by concerns about labour displacement by robotics, automation and artificial intelligence. Basic income now appears to be more deeply embedded in public debate, helped by the realization on the left that labourism has run its course, and on the right that chronic insecurity and inequality have made the market economy increasingly unstable and unsustainable.

What’s in a Name?

Many names have been given to the essential idea over the centuries, yet the various alternatives have distinctive connotations.

Basic income. This has the virtue of simplicity and familiarity. It differs from ‘minimum income’, a term usually denoting means-tested schemes, where the state ostensibly guarantees the poor some income if they can prove they are poor and ‘deserving’ in some way. And it differs from ‘guaranteed annual income’, a term that has figured prominently in debates in Canada and the US, which seems to signify a means-tested income guarantee, a form of negative income tax. Basic income also differs from the ‘minimum wage’, a statutory amount usually expressed as an hourly rate, that employers are meant to pay to those in jobs.

Basic income grant (BIG). The BIG is a popular way to refer to basic income in southern Africa. In the US, USBIG stands for the US Basic Income Guarantee Network.

Universal basic income (UBI). This term, widely used in North America and Europe, conveys the idea that basic income would be paid equally to every individual regardless of family or financial status.

Unconditional basic income. Some campaigners have attached the word ‘unconditional’, intended to make clear that no spending, income or behavioural conditions would be set on entitlement. However, it is not quite true that there would be no conditions of any kind. Most obviously, to qualify, someone would have to be (legally) resident in the community or country covered by the basic income scheme. So the word ‘unconditional’ may cause more confusion than clarification.

Citizen’s income or citizenship income. Probably the third most common name, this suggests that all citizens of a country are entitled to a basic income, and that only citizens are entitled. That is doubly problematical. Almost all basic income proposals exclude citizens living abroad and most include long-term legal residents, even if they have not taken out citizenship. So, again, the term is not correct in the literal sense, even though it does convey the notion of basic income as a citizenship right. A newly popular variant is citizen’s basic income.

Participation income/grant. This concept, discussed in more detail later, is most associated with Tony Atkinson, a long-time advocate. It shares several features of a basic income – it would be universal, paid to individuals in cash on a regular basis – but it imposes the condition that they do some economic activity in return. By setting a behavioural condition, it fails the definition of basic income in a crucial respect.

Social dividend or dividends-for-all. The term ‘social dividend’, favoured by this writer, has an honourable pedigree and captures a key justification of basic income, that it is a return on society’s investment and wealth accumulation (see Chapter 2).

State bonus. This term, used by the Milners and Pickard, for example, was popular in the early decades of the twentieth century. It has a certain appeal, conveying the idea of a social payment derived from the state.

Demogrant. Springing into prominence in the US in the late 1960s, this term was briefly adopted, though later dropped, by Democrat Senator George McGovern during his unsuccessful presidential campaign. It remains an attractive name, suggesting a link between ‘democracy’ and ‘grants’.

Freedom grant. This was the name proposed by the writer for a basic income grant (BIG) advocated in South Africa after Nelson Mandela became the country’s first post-apartheid president.11 Sadly, the International Monetary Fund and the then South African finance minister opposed the BIG, since when inequality and chronic insecurity have persisted and grown.

Stabilization grant. This term, another proposed by the writer, refers to a form of basic income, or a component of it, that would vary with the economic cycle, rising in recessions to encourage spending and falling in better times. This idea is discussed further in Chapter 5.

Stakeholder grant. This is a rebranding of the idea of capital grants, involving a single lump sum paid to individuals on reaching adulthood. The fundamental difference between capital and income grants is the weakness-of-will factor mentioned earlier. But capital grants share with basic income the principles that payments would be universal, unconditional, individual and non-withdrawable.

Among this plethora of terms for the essential idea, the two favoured by the writer are ‘basic income’ and ‘social dividend’. Each has an advantage the other lacks, as should become clear in the course of the following chapters.

Before continuing, it is important to stress once again that introducing a basic income does not imply the automatic or necessary abolition of all or most other existing state benefits, contrary to what some commentators contend.12 It should be seen rather as a desirable floor of a new income distribution system, whether or not it replaces other state benefits. Basic income is not ‘welfare’ by another name; it is income.
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‘Distribution should undo excess, And each man have enough.’

SHAKESPEARE, KING LEAR



What is the ethical or philosophical justification for a basic income? A fundamental claim is that it is an instrument of social justice that reflects the intrinsically social or collective character of society’s wealth. In the writer’s view, social justice is the most important rationale for moving towards basic income as an economic right, although it is complementary to the other two major rationales, namely freedom and economic security.

Regrettably, much public debate on basic income has focused on it as an alternative form of social protection to existing policies, and therefore much of the discussion has been on so-called ‘consequential’ aspects, such as the alleged effect on labour and work. The authentic justification lies elsewhere, beginning with social justice.

Social Inheritance – Thomas Paine and Social Dividends

The social justice perspective is linked to the intuitively reasonable claim that society’s wealth is collective in character; our incomes and wealth today are due far more to the efforts and achievements of past generations than to anything we may do ourselves. Consider the oft-quoted words by Thomas Paine in his ‘Agrarian Justice’, written in the winter of 1795 and sent to the Directory of the French Republic in 1796:


It is a position not to be controverted that the earth, in its natural, uncultivated state was, and ever would have continued to be, the common property of the human race … it is the value of the improvement only, and not the earth itself, that is in individual property. Every proprietor, therefore, of cultivated land, owes to the community a ground-rent (for I know of no better term to express the idea) for the land which he holds; and it is from this ground-rent that the fund proposed in this plan is to issue.1



His plan derived from this reasoning was remarkably clear and radical, bearing in mind the social and political turmoil in France and the United States where he was writing. The proposal was:


To create a National Fund, out of which there shall be paid to every person, when arrived at the age of twenty-one years, the sum of fifteen pounds sterling, as a compensation in part, for the loss of his or her natural inheritance, by the introduction of the system of landed property. And also, the sum of ten pounds per annum, during life, to every person now living, of the age of fifty years, and to all others as they shall arrive at that age.2



Paine also recommended that ‘the blind and lame’ should receive regular payments on the same basis as the elderly. He cannot be faulted for specifying what was in effect a capital grant for others rather than a regular basic income, since the latter would have been impractical with the administrative structures of the time. And he went on to justify his call for universalism:


It is proposed that the payments … be made to every person, rich or poor. It is best to make it so, to prevent invidious distinctions. It is also right it should be so, because it is in lieu of the natural inheritance, which, as a right, belongs to every man, over and above the property he may have created, or inherited from those who did. Such persons as do not choose to receive it can throw it into the common fund.3



We can see in this the nucleus of the ‘social dividend’ approach to basic income. And in words that deserve to ring in the ears of all contemporary politicians and commentators, Paine went on a few pages later to state emphatically: ‘It is not charity but a right, not bounty but justice, that I am pleading for … I care not how affluent some may be, provided that none be miserable in consequence of it.’4

A basic income can thus be conceived as a social dividend paid from the collective wealth of society created and maintained by our ancestors and as a shared return on the commons and natural resources that belong to all. This reasoning supports basic income as social justice rather than as a response to poverty per se, and contrasts with the system of entitlements based on direct contributions that was to emerge in social insurance schemes in the nineteenth and twentieth centuries.

The Libertarian Debate

The contemporary philosophical literature on social justice has been dominated by a debate between ‘right’ and ‘left’ libertarians. Both are based on the argument that every individual has or should have self-ownership, and thus owes no duty of service to others, except through their own voluntary action. However, the two factions differ in their attitude to nature, ‘natural resources’ and ‘property’.

A right-wing perspective starts from the presumption that, to begin with, nature, natural resources and land in particular, are owned by no one and can be privately appropriated by the first to claim them, without the prior consent of, or payment to, other members of society. A left libertarian perspective starts from the premise that nature in its natural state is ‘the commons’, owned by all, and that private appropriation is only justifiable if the public have consented through democratic channels and are compensated.

The Legacy of Henry George

Henry George has been an influential figure ever since he burst upon the American scene in the late nineteenth century. His most famous book, Progress and Poverty, sold over three million copies almost immediately after it was published in 1879, and more than 100,000 people flocked to his funeral after he died from a stroke during an election campaign in New York.5

George argued that land was the common inheritance of all, and all should share the rental income derived from it. He proposed a land rent levy on all private land, with the surplus distributed directly to the public, claiming that this ‘single tax’ could replace all other taxes including those on labour and production. Many have since used his reasoning to call for a basic income paid from land taxes. While George took a left libertarian view on the collective ownership of land, his approach has especially pleased right-wing libertarians because relying on a land tax rather than personal income and consumption taxes is consistent with their idea of freedom.

George recognized that vast wealth was derived from economic rents, not only from possession of land but also from ownership of other natural resources and of ‘intellectual property’ such as patents, which he opposed as illegitimate. Rental income from these other sources has exploded in recent decades.6 As discussed further in Chapter 7, extending George’s argument, a levy on all forms of rent could help finance a basic income.

The Middlesbrough Tale

The social justice rationale can be illustrated by the example of Middlesbrough, a decayed industrial town in north-east England.7 A nondescript hamlet in the 1820s, within a decade of the discovery of iron ore nearby, Middlesbrough and the surrounding Teesside area had become the hub of the industrial revolution and a hub of the British Empire. It was the site of the country’s first ironworks, later branching out into steel and chemicals. The Golden Gate Bridge in San Francisco was built with steel from Middlesbrough; Sydney Harbour Bridge was too, as was much of the Indian railway system. On a gate in the town is emblazoned: ‘Born of iron, made of steel.’

Yet today, Middlesbrough’s old town hall stands derelict on a hill, surrounded by wasteland and weeds. Abandoned homes, concrete blocks where their windows once were, litter the dilapidated housing estates studied by Tracy Shildrick and colleagues.8 Some 140,000 people continue to live in the town, many reluctant to move, to give up their roots. They suffer the cruelty of history.

Much of the wealth of people now living in more affluent parts of the country was generated by those nineteenth- and twentieth-century workers in Teesside. Why should they have lives so much more comfortable and secure than the descendants of those who created the country’s wealth and power in the first place?

Thinking of Middlesbrough, and places like it in industrial societies everywhere, should remind us of Paine’s argument. Communities producing wealth that is enjoyed by others may subsequently suffer deindustrialization and impoverishment, whereas those who gained from their productive efforts may continue to flourish, often through inherited wealth and privilege. A basic income can thus be seen as a transfer of part of our collective inheritance to people in less privileged communities. Sharing the inherited wealth created by those ironworkers and their successors is a matter of inter-generational social justice.

The standard objection to the social dividend rationale for a basic income is that no individual has a right to a share of inherited social wealth because they have done nothing to ‘deserve’ it. In that case, following the same logic, private inheritance should also be abolished. If private inheritance is allowed, then the principle of social inheritance should be too.

The Rentier Economy

Our inherited wealth does not only consist of land and physical assets, but intangible assets as well, including financial assets and ‘intellectual property’. Intangible assets also generate economic rents derived from natural or contrived scarcity, enabling companies and individuals to gain income simply by virtue of possession. In the case of intellectual property, the state creates and enforces regulations and laws that have generated vast rental incomes from patents, copyrights, brands and the like.

Thomas Jefferson, in 1813, described ideas as natural public goods, since communicating an idea to someone else does not deprive the originator of it. He added that patents brought ‘more embarrassment than advantage to society’. Yet the modern state has strengthened patent protection, granting a tiny minority a monopoly income for twenty years, while copyright can last up to ninety-five years.9 This rental income is augmented by large government subsidies, mostly in the form of tax breaks, without any obligation to give back to society.

Many patented inventions are derived from publicly subsidized research. So why should an individual or single corporation gain all the income? A basic income would be a means of sharing the gains across society. After all, society made the income possible. And the public bears much of the risk for which intellectual property rights are supposedly created. Making the modern situation even more unjust, in a global economic system the enriched person or corporation can easily channel the income abroad, so avoiding or evading taxes on income gained from society’s generosity.

In that context, consider the extraordinary wealth, and cumulative income derived from it, of Microsoft’s Bill Gates, consistently one of the richest men in the world, who was worth over $80 billion at the end of 2016. His personal technical contribution built on a stream of inventions and ideas of others, yet he has gained most of the income attributable to those inventions and ideas as well as his own. And that income in turn is based on the lengthy monopoly he enjoys on Microsoft software and other products, thanks to patent and copyright rules that were vastly strengthened globally by the World Trade Organization in 1995. He was thus helped to gain his fortune by state and international regulations, rather than by his individual endeavour alone. His income is based largely not on ‘merit’ or ‘hard work’ but on artificial rules privileging a particular way of gaining income.

More often than not, individual wealth owes more to luck, laws and regulations, inheritance or fortunate timing than to individual brilliance. Leaving aside fortunes criminally obtained, many people have become rich through the commercial plunder of the commons that belong to all, and through rental income derived from the commercialization and privatization of public services and amenities. This is further justification for taxing rental income to give everybody a social dividend, a share of socially created wealth.

Philippe van Parijs has presented another variant of the rentier argument. He argues that having a job is a privilege in an economy with high unemployment, which justifies an ‘employment rent’ (a tax) to help fund a basic income for all.10 This seems rather a sweeping generalization, since many if not most jobs are anything but a privilege. However, certain jobs and occupations, notably those that restrict entry, could be said to obtain rental income, which would add to the justice rationalization.

Sharing rental income derived from ownership of assets, including so-called ‘intellectual property’, could be regarded as a left libertarian justification for basic income, paid out as social dividends.11 It would amount to saying that a modest share for everybody would be socially just.

A Policy Principle for Social Justice

One way to judge any social policy involves a variant of the social justice principle enunciated by John Rawls in his influential Theory of Justice.12 His ‘Difference Principle’ specifies that justice is served only if the policy improves the position of the least advantaged. I have dubbed a variant of this the ‘Security Difference Principle’, according to which a social policy or institutional change should be regarded as socially just only if it improves the security of the most insecure groups in society.

The general relevance of ‘security’ is considered in Chapter 4. But if the Security Difference Principle is accepted, a basic income would certainly satisfy it. And if moving to a basic income made some people temporarily worse off in economic security terms – for example, if it replaced a scheme that was well targeted on those most in need – it would be socially just to compensate the losers so that no group lost out.

Rawls advocated ‘justice as fairness’, arguing that ‘the most reasonable principles of justice are those everyone would accept and agree to from a fair position’. So another way of looking at justice principles is to ask people what they think is fair. Following a long debate between Rawls and his critic John Harsanyi, who felt that most people would opt for a utilitarian approach that would maximize average income, psychologists came up with an ingenious and since much-replicated way of asking people directly, in what has been dubbed ‘experimental ethics’.

In an important series of experiments conducted initially in Canada, Poland and the US, groups of people with different backgrounds and values were asked to prioritize one principle of income distribution from four possible rules, behind a ‘veil of ignorance’ on where they themselves would be in the spectrum of income distribution.13 The rules were:


Maximizing the floor income, expressed as ‘The most just distribution of income is that which maximizes the floor or lowest income in society.’

Maximizing the average income.

Maximizing the average with a floor constraint.

Maximizing the average with a range constraint.



Essentially, to simplify a complex analysis, the researchers asked respondents which option they preferred, after they had the meaning of each option carefully explained to them. A majority in all cases chose one of the options with a floor constraint, effectively a basic income.

The experiments then became even more interesting with the introduction of small-group discussions. After several hours of this ‘deliberative democracy’, the proportion opting for the floor ‘basic income’ rose significantly. It was overwhelmingly the preferred justice option of all groups.

A large-scale research programme directed by the writer at the International Labour Organization gave the same options in surveys covering many thousands of people in a wide range of developing nations and ‘transition’ countries of central and eastern Europe.14 Respondents were asked whether they ‘agreed strongly’, ‘agreed’, ‘disagreed’, ‘disagreed strongly’ or were ‘unsure’ about each of the income rules. In every country, the most strongly supported option was the income floor principle; women were slightly more inclined than men to agree strongly with it.

Empirical approaches thus bolster the ‘justice’ case for a basic income. While such exercises are not infallible, they do suggest that this is a promising route to take.

Tax Justice

A classic liberal position is that the structure of taxation and benefits in society should be ‘fair’. People disagree on what that means in practice. But most would accept that, behind a ‘veil of ignorance’ of where they themselves would be in the distribution of outcomes in society, those on low incomes should not be taxed more than those on high incomes.

Yet this ‘justice as fairness’ requirement is abused in all countries. One reason is that governments have shifted social security systems towards means-tested social assistance. In Britain, Germany and most other industrialized countries, people going from low state benefits into low-wage jobs, which may well be the only jobs on offer, can face marginal ‘tax’ rates of over 80 per cent as benefits are withdrawn. This is much higher than tax rates for medium- or high-income earners. Contrast that with a system where the social protection floor was an untaxed (and non-withdrawable) basic income, with all income above the floor being taxed at a standard rate, perhaps with higher rates on higher income bands. That would have a claim to be tax justice.

Another reason for tax unfairness is the taxation of different sources of income at different rates, mainly favouring the more affluent. It is surely a matter of social justice that all sources of income should be taxed in a similar manner. In particular, the tax rate on earnings from labour should not be higher than the tax rates on income from property or investments. Yet in practice, in most societies, taxes on property and profits are much lower than those on earnings.

A basic income system would help to rectify that discrepancy. Marginal and average rates of income tax on labour would decline, while still leaving room for taxes on unearned income to rise, so equalizing rates for all sources of income. That would also help finance a basic income, making it more affordable.

The Demographics of Justice

Would a basic income foster social justice between men and women, across all age groups, and for those with disabilities or impairments that are treated as disabilities in a modern market economy? There is a rich literature on these issues, which I will not attempt to summarize. The short answer is ‘not by itself’. But it would help, especially if combined with anti-discrimination measures and mechanisms to strengthen the individual and collective voice of disadvantaged groups.

The first reason for this claim is that a basic income would be paid individually. It would not go only to someone designated or self-designated as ‘household head’ or ‘family head’, or to a family or household where interpersonal power relations are rarely equal. An individualized basic income would not overcome all the structured inequalities within households or families, but it would reduce financial dependence and provide a way of checking on the fair allocation of monetary resources, because each person would know how much they were due.

A second reason is that a basic income would be universal and uniform (equal for each person in a household, or for each adult). By contrast, a means-tested benefit would exclude a financially deprived woman in an above-poverty household. The same applies, often more forcefully, to household members with disabilities and the dependent elderly. An individual universal payment would be fairer.

A third reason is that a basic income would be unconditional. Behavioural conditionality is not only morally questionable, but is inherently more onerous on some people than on others and is thus unjust. This has been clearly demonstrated by conditional cash transfer schemes, widely adopted in Latin America and elsewhere, which commonly pay grants to low-income mothers provided their children go to school and receive health check-ups. Such schemes are much favoured by the ‘libertarian paternalists’ whose ‘nudge’ agenda has been influential in policy making, especially in the US and Britain (see Chapter 3). Yet these conditions almost invariably impose obligations on women as mothers that are not imposed on men, in practice if not in theory, constituting an unfair burden that is both time-using and psychologically stressful.

In terms of interpersonal justice, therefore, a basic income would be beneficial, whatever else might be said for or against it.

The Ecological Imperative

Humanity and the planet face an impending ecological catastrophe in the threat posed by climate change. Already we are seeing disappearing species, shrinking icecaps, rising seas, expanding deserts, extremes of rain and drought, and storms, cyclones and hurricanes of unprecedented destructive power. And many other forms of environmental pollution, linked to industrialization and urbanization, are putting health and well-being at risk. If we have a sense of inter-generational justice and a care for the natural wonders of the world, we need to act urgently to avert disaster.

What has this to do with basic income? Probably most significantly, a basic income would encourage people to shift some of their time from resource-depleting labour activities to resource-preserving ‘reproductive’ activities such as caring or voluntary work. This is discussed further in Chapter 8 on work and labour. However, there are also justice issues involved.

Environmental pollution is a regressive phenomenon, since the rich can find ways of insulating themselves from bad air, dirty water, loss of green spaces and so on. Moreover, much pollution results from production and activities that benefit the more affluent – air transport, car ownership, air conditioning, consumer goods of all kinds, to take some obvious examples. A basic income could be construed, in part, as partial compensation for pollution costs imposed on us, as a matter of social justice.

Conversely, a basic income could be seen as compensation for those adversely affected by environmental protection measures. A basic income would make it easier for governments to impose taxes on polluting activities that might affect livelihoods or have a regressive impact by raising prices for goods bought by low-income households. For instance, hefty carbon taxes would deter fossil fuel use and thus reduce greenhouse gas emissions and mitigate climate change as well as reduce air pollution. Introducing a carbon tax would surely be easier politically if the tax take went towards providing a basic income that would compensate those on low incomes, miners and others who would lose income-earning opportunities.

The basic income case is especially strong in relation to the removal of fossil fuel subsidies. Across the world, in rich countries and in poor, governments have long used subsidies as a way of reducing poverty, by keeping down the price of fuel. This has encouraged more consumption, and more wasteful use, of fossil fuels. Moreover, fuel subsidies are regressive, since the rich consume more and thus gain more from the subsidies. But governments have been reluctant to reduce or eliminate the subsidies for fear of alienating voters. Indeed, a number of countries that have tried to reduce fuel subsidies have backed down in the face of angry popular demonstrations.

A basic income could resolve this impasse, as the Iranian example shows (see Chapter 10). If subsidies on fossil fuels were removed, fuel prices would rise. However, the vast amount of money governments spend on those subsidies could then be redirected to finance ‘green dividends’, paid equally to everybody. This compensation would be progressive; people using more fossil fuels would pay more, while the dividend would be worth more to those with low incomes, in relation both to spending on fossil fuels and to income. If, in addition to removing subsidies, fossil fuels were taxed to cover ‘externalities’ (costs not factored into the market price, such as illness and deaths from air and water pollution), these taxes too could be redirected to top up green dividends. In this double way, low-income citizens would be economically better off. And all would benefit from reduced use of fossil fuels in terms of less pollution, improved health and a better ecological future for the planet.

Some advocates, such as climate scientist James Hansen, have argued that 100 per cent of carbon tax revenues should be given out as equal green dividends.15 Others have suggested that companies using fossil fuels for production should be compensated with part of the money collected, at least for a period in which to convert to other sources of energy. Either way, here is a source of funding a basic income, a way of building up the financial base for payment, and justifiable on social justice principles.

This adds up to a formidable case for a basic income system as a valuable weapon in the struggle against environmental degradation, which is also a fight for inter-generational justice. However, the main ecological argument is that a basic income would give people a modest inducement to do valuable forms of work that would help reproduce and strengthen family and community life. It would enable the relatively poor to engage in society and would appeal to what John Berger, in his book Pig Earth, called ‘the culture of survival’ rather than ‘the culture of progress’, the drive for consumption and the accumulation of wealth.

The Strengthening of Citizenship

As a universal right derived from the collective wealth of society, a basic income would strengthen the sense of common citizenship. This can be linked to what might be called the communitarian case for basic income. It would express a moral obligation we have to one another as human beings and would help bind communities together.

Amitai Etzioni, a leading communitarian, has argued that the more people see themselves as part of a social community, the more they will favour reallocations of wealth. A universal basic income would strengthen that sense of community.

There is a wider argument. Societies consisting of people of roughly equal social status tend to be more democratic and tolerant. A basic income system would be an expression of that equality, fostering social solidarity and common citizenship.

Religious Rationales

Is there a religious justification for a basic income? Religious arguments justifying basic income should be contrasted with the ‘religification’ of social policy. All religions give a role to charity. But too often their leaders are just moralistic, differentiating the ‘deserving’ and ‘undeserving’, and laying emphasis on the poor’s duty to labour in return for any charity they receive. Fortunately, that is by no means the only religious perspective.

It is worth recalling that the most prominent advocates of basic income in the post-1918 ‘first wave’ were young Quakers (the Milners and Pickard mentioned in Chapter 1). They adhered to the principle that every human being has an equal right to ‘the primal necessities of life’.

Succinct Christian rationales for basic income have been presented by Malcolm Torry and by Torsten Meireis, who takes a Lutheran view in seeing a basic income as enabling people to pursue their ‘calling’.16 The Christian perspective is that, to be faithful to the doctrine preached by Jesus, every Christian should try to shape society to reflect what would be desired in the Kingdom of God, thereby creating societies that are expressions of hope for the Kingdom’s coming.

In that context, a basic income would be a reflection of God’s grace, which is universal. Malcolm Torry draws an analogy with giving blood, done freely in Britain and many other countries, without the donor and recipient knowing each other. It is a gift without reciprocity or judgement of the worthiness of either party. The Christian view also holds that all wealth is God’s gift and should be intended for the common good, not for enriching a few to the exclusion of the majority. Recognizing the reality that the gift is not shared as God intended, a basic income would entail the fortunate sharing with the majority.17

In a 2015 Encyclical Letter, Pope Francis wrote: ‘The earth is essentially a shared inheritance, whose fruits are meant to benefit everyone.’18 He went on to uphold the principle of inter-generational equity, arguing that ‘Each community can take from the bounty of the earth whatever it needs for subsistence, but it also has the duty to protect the earth and to ensure its fruitfulness for the coming generations.’

The Christian argument for basic income stands in sharp contrast to the class-based perspective voiced most stridently by Boris Johnson, then Mayor of London, in 2013. He used the analogy of a shaken packet of cornflakes in which the best rise to the top, arguing that those with above-average genetic endowments were entitled to greater economic rewards. A Christian riposte would surely be that as such endowments are the gift of God and are unequally bestowed, those most blessed should be most taxed, and those least blessed should be entitled to compensation. (Left libertarians make a similar case, seeing genetic endowments as ‘natural resources’ subject to redistribution.)

Other religions also have their way of depicting charity as justice. In Judaism, the word tzedakah, commonly used to signify charity, refers to the religious obligation to do what is right and just. Zakat, one of the five pillars of Islam, requires followers to build a society without poverty. There is also a commitment in the Koran to give to others unconditionally. Chinese Confucianism, Buddhism and Daoism all support the belief that every human being deserves equal respect and care.

A basic income may thus be justified in religious terms. But religious beliefs should not be used to incentivize, reward or penalize individuals, or to separate the ‘deserving’ from the ‘undeserving’ poor. Then religion surely loses its moral compass. Fortunately, there are theologians who recognize that danger and focus on the aspects of grace and humanity.

Concluding Reflections

According to what is called a ‘radical democratic’ perspective, everybody should receive a basic income to affirm their status as equal members of a political entity, not as part of a needy group dependent on the state. In return for acceding to the prevailing rules of economic life, which always privilege some groups over others, every citizen would be entitled to a share of the economic surplus.

Basic income is also a matter of state altruism. Altruism fosters altruism in those who benefit from it, whereas mean-spiritedness by the state acting in our name fosters mean-spiritedness in its citizens. We collectively want to be fair. The state acting justly will tend to induce its citizens to behave in like manner.

This is not being naive. Not everyone will reciprocate altruism. But moral suasion is the soft power of any good society committed to social justice. That sense of altruism should not have been jettisoned as cavalierly as it has been by those who have built a welfare edifice of means tests, behaviour tests, sanctions and intrusive prying. Has that done anything worthwhile, other than spread injustice in its wake?
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‘The real function of government being to maintain conditions of life in which morality shall be possible, and morality consisting of the disinterested performance of self-imposed duties, paternal government does its best to make it impossible by narrowing the room for the self-imposition of duties and for the play of disinterested motives.’

T. H. GREEN, 1879



Almost all proponents of basic income claim that it would enhance and give substance to freedom. This is the second major justification for a basic income. But what is freedom? By way of introduction, it can be argued that in the twentieth century the political left gave too little attention to the enhancement of individual freedom, while the political right gave freedom a libertarian slant that went against a very important historical tradition, that of ‘republican’ freedom.

The standard liberal and libertarian version is that liberty involves freedom from constraint (negative liberty) and freedom to act (positive liberty). This view is often linked to the political philosophy of utilitarianism, a perspective that has dominated recent political strategies of the centre right and left. Utilitarianism aims to promote the happiness of the majority (often summed up as ‘the greatest happiness of the greatest number’), which has the obvious danger of allowing politicians to care too little about making the minority miserable.1

Classic liberals, exemplified by T. H. Green opposite, as well as libertarians, have long been united in their opposition to paternalism of all sorts, and above all to what is best described as state paternalism, except regarding children and the mentally frail. But intellectual consistency has not been a virtue of modern politicians, on the left as well as the right. Many have implicitly or explicitly embraced a dangerous hybrid known as ‘libertarian paternalism’, which ‘steers’ or ‘nudges’ people to ‘make the right choice’. Today it may be a bigger threat to freedom than outright authoritarianism, because it is so invidious and manipulative. The implications are considered later in this chapter.

A basic income can be described as a basic economic right that is a necessary condition for liberal notions of freedom. It is what is known as a basic liberty upon which other basic liberties depend – freedom of speech, freedom of thought, freedom of religion and freedom to associate. But a basic income fits differently into libertarian and republican notions of freedom.

The Libertarian Perspective

Libertarians believe in ‘a small state’, on the grounds that the state, by which they mean government, infringes on individual liberty. A pure libertarian shares with the communist and anarchist the desire for the state to ‘wither away’. Government is necessarily intrusive and must collect taxes, which are seen as limiting individual freedom.

Consequently, it may seem strange that many libertarians have come to espouse a basic income provided by government. But they do so with the argument that this is the next best thing to having government withdraw from social policy altogether, often ruefully admitting that a libertarian ‘utopia’ is politically impossible. Such libertarians include Robert Nozick and Charles Murray on the political right, and Philippe van Parijs, who calls his version ‘real libertarianism’, and Karl Widerquist on the left.2

Van Parijs’ view that a basic income would enable people to choose to do what they wished to do has been criticized on the grounds that it does not prioritize essential freedoms, fails to recognize that some have more difficulty than others in converting income into freedom, and promotes freedom without responsibility.3 Widerquist’s thesis is that basic income provides ‘freedom as effective control self-ownership’, the effective power to accept or refuse cooperation with other willing people.

Those in the right libertarian tradition who have recently argued in favour of a basic income include Michael Tanner of the Cato Institute and Matt Zwolinski, who draws on the work of the late Nobel Prize-winning economist James Buchanan.4 But perhaps the most prominent advocate has been Charles Murray, who in 2014 summarized his nominally libertarian argument as follows:


The society is too rich to stand aside and say, ‘We aren’t going to do anything for people in need.’ I understand that; I accept that; I sympathize with it. What I want is a grand compromise between the left and the right. We on the right say, ‘We will give you huge government, in terms of the amount of money we spend. You give us small government, in terms of the ability of government to mess around with people’s lives. So you have a system whereby every month, a check goes into an electronic bank account for everybody over the age of 21, which they can use as they see fit. They can get together with other people and then combine their resources. But they live their own lives. We put their lives back in their hands … my real goal with all of this is to revive civil society. Here’s what I mean by that. You have a guy who gets a check every month, alright. He is dissolute; he drinks it up and he’s got 10 days to go before the next check comes in and he’s destitute. He now has to go to friends, relatives, neighbours or the Salvation Army, and say, ‘I really need to survive.’ He will get help. But under a guaranteed basic income, he can no longer portray himself as a victim who’s helpless to do anything about it. And you’ve got to set up feedback loops where people say, ‘Okay, we’re not going to let you starve on the streets. But it’s time for you to get your act together. And don’t tell us that you can’t do it because we know you’ve got another check coming in in a couple of days.’5



Elsewhere, Murray has asserted that ‘the welfare state is self-destructing’.6 He is controversial, and detested by many on the political left, for his unsavoury views on race, culture and so on. But his reasoning on this should be considered on its own merits. Where he errs is in leaping from the image of the irresponsible drunk or gambler to saying that all welfare schemes should be abolished, to be replaced by a basic income.

Had Murray concentrated only on those schemes that compromise individual freedom, that would have been more challenging. For undoubtedly many modern welfare schemes do impinge on freedom, usually very deliberately. Doing away with those would enhance freedom. But many public services also enhance freedom. A public health service, for instance, can restore the ability to act freely to someone who falls ill or has an accident. Similarly, benefits and services for the disabled, and requirements for public amenities, help to create a society in which there is equal freedom for all.

For right libertarians, a basic income would be ideal ‘if we scrap all existing welfare programmes’,7 a delightful prospect in their eyes, partly because it would facilitate lower taxes. Typical of this position, in mid-2016, former New Mexico Governor Gary Johnson (and erstwhile libertarian US presidential candidate) came out in favour of a basic income, saying it would save ‘bureaucratic costs’.8

Proceeding on this rationale, right libertarians should see a trade-off between the level of basic income and the extent to which other welfare schemes should be scrapped. But a basic income could not replace schemes that seek to rectify or compensate for brute ill-luck or disadvantages that cannot be attributed to ‘free choice’. Someone with a disability cannot be blamed for their extra costs of living or needs. Needs-based supplements, in terms of monetary benefits or public services, should always be preserved.

Another avowed libertarian, Matt Zwolinski, advocating what he called a basic income guarantee (BIG), noted that US federal welfare programmes cost over $668 billion annually, spread over at least 126 programmes. To that must be added state and local welfare spending of $284 billion, totalling almost $1 trillion every year or over $20,000 for every poor person.9 Meanwhile, benefit phase-out rules, varying from programme to programme, implied high marginal tax rates for those trying to move from benefits to low-paying jobs.

Zwolinski asserted, ‘No libertarian would wish for a BIG as an addition to the currently existing welfare state.’ This is probably unfair to left libertarians, but captures the essence of the right libertarian position, that basic income would be a freedom-enhancing alternative to the intrusive government-driven welfare state.

On the political non-libertarian left, revulsion towards the libertarian rationale has been so intense that many have rejected the idea of a basic income altogether, choosing to see it as a ruse to dismantle the welfare state. While many libertarians do have that objective, this antipathy to basic income is based on emotion rather than reason, since most contemporary advocates of a basic income believe in public social services and needs-based welfare benefits as well.

Nevertheless, the fact that prominent libertarians propose a basic income as a straight alternative to all public welfare has prompted a spirited debate within the BIEN community, to the point that the 16th international congress in Seoul passed a resolution stating that payment of a basic income should not put the welfare state in jeopardy. This recognizes the political pitfall of seeing basic income as a panacea.

Some other libertarians object to a basic income on the grounds that, to be at a level high enough to replace all welfare schemes, provide for a person’s most basic needs and protect the freedom of the vulnerable, it would have to involve much higher taxes, which, in their view, would infringe the freedom of taxpaying citizens.

In arguing for what he called a ‘consequential’ libertarian case for basic income, Zwolinski recognized this trade-off: ‘The idea is that a basic income can help protect the freedom of certain vulnerable people. But I recognize that a basic income that’s large and broad enough to do that might have to be funded by taxes that violate the freedom of others. So we are trading off freedom for freedom.’10

Although this line of reasoning can be rebutted in various ways, the simplest retort is that unless the state protects the basic freedoms of its most vulnerable members, they will be inclined to hit back by violating the freedoms of those intensifying their vulnerability. If libertarians succeeded in creating such a minimalist social state that the vulnerable were left bereft of hope, they should not be surprised if the resentment led to some retributive justice.

The Danger of Libertarian Paternalism

Many libertarians reveal themselves as little more than moralistic conservatives. Thus Charles Murray sees a basic income as encouraging ‘better’ behaviour and a revival of ‘civic culture’. This is a paternalistic argument, not one about freedom. But he is not as explicit as the new breed of libertarian paternalists, who lean on ‘behavioural economics’ and ‘nudge theory’ to justify giving a very prominent role to government to steer or nudge people to make ‘the right choices’. They have been highly influential, to the extent that one of the authors of Nudge, the seminal book on the subject, became principal regulator in Barack Obama’s White House, while the other became an adviser to the British Prime Minister.11

Libertarian paternalism has become a dominant mode of policy making in the globalization era, advocated and implemented by those calling themselves liberals (as in the case of Britain’s Liberal Democrats when they were in the coalition government) and by social democrats, as well as by conservatives. Its vision of ‘right’ and ‘wrong’ is rooted in the political philosophy of utilitarianism, drawing heavily on the writings of Jeremy Bentham (1748–1832). In particular, libertarian paternalism derives from Bentham’s ‘panopticon’, a prison design enabling prisoners to be watched by a guard at all times and their behaviour monitored. Bentham’s idea was to give prisoners apparent free choice, while knowing they would be punished if they made the ‘wrong’ choice.

The authors of Nudge used the same words and phrases as Bentham, without mentioning his name or the panopticon. No doubt they were well-intentioned. Most paternalists mean well. But today, more than ever, the state can rely on subliminal and other devices, including incentives, sanctions and time-using obstacles, to induce people to act in one way rather than another. That growing power of the state, aided by an army of intrusive paternalistic psychologists and behavioural economists, will surely be welcomed by authoritarians. It is a powerful new reason for supporting basic income.

Freedom is incompatible with libertarian paternalism. To consider just one of the many objections, what if the choice to which people are steered turns out to be the wrong choice, either for the individual making it or in general? Who is then liable for the cost, especially if the person was unaware of being barged into that choice?

Pension schemes in many countries are a classic illustration of what can go wrong. To take a recent example, there were angry protests in 2016 over Chile’s privatized pension system, after the typical payout turned out to be half the 70 per cent of final salary people were told to expect on retirement. The contribution rate was set too low, fees charged by the fund managers were exorbitant, and many people missed years of contribution because of childcare responsibilities, unemployment or informal jobs. Reforms to the system will be of little use to those already retired on a pittance.

There is a crude Darwinian ethos that underpins all forms of libertarianism, which libertarian paternalism fails to overcome. Libertarianism ultimately shows no respect for the freedom of the weak and vulnerable, which means most of us at various stages of our lives. Libertarians may see a rationale for basic income, but they cannot legitimize it as a pretext to abandon public social services based on solidaristic principles.

Republican Freedom

The prevailing utilitarianism and the liberal perspective equate freedom with non-interference. The ‘republican’ variant is that freedom must mean non-domination. Stemming from Aristotle, republican freedom requires freedom from potential domination as well as from actual domination by figures, institutions or processes of unaccountable domination.12 In other words, to the extent that authority figures or institutions could, if they wished, ‘arbitrarily interfere’ with a person’s ability to act or think (or develop), republican freedom is compromised.13 This view is linked to the argument, derived in part from the philosophy of Jean-Jacques Rousseau, that the very existence of property can destroy or compromise such freedom. After all, if a few families own all the land, to talk of everyone having freedom would be absurd.

Robust republican freedom could be said to exist if everyone in society could avoid or escape from unwanted interference, and also from the rational fear of it. To be free, a person must be free of the will of others. If I fear rationally and reasonably that, were I to offend someone, my freedom would be lost, I am not free.

By contrast with libertarianism, which sees all government as compromising freedom, republican freedom requires and depends on government. But it must be government that is democratically accountable and geared to the promotion of full freedom, defined primarily as the ability of the most vulnerable in society to avoid domination. Republican freedom also requires government to ensure that the choices of the powerful cannot block others from making choices themselves. If everything is based on competition and ‘competitiveness’, then automatically freedom is limited, because there must be losers, and lots of them. It is inconceivable to have a free society if it is based solely on rewards to individual competitiveness.

To be free in the republican sense, people must have adequate resources enabling them to make reasonable choices, whatever the preferences and opinions of others. And full freedom requires that others are aware of this freedom and thus cannot look down on someone in pity or contempt. Freedom must mean neutrality towards individual decision making, not a carefully constructed, devious, non-transparent edifice of devices to induce norm-driven behaviour, however benevolent the intention. This clearly justifies a basic income, and combats the pernicious notion of the beggar, a ‘stigmatized petitioner’.

Part of the republican tradition, associated with Hannah Arendt as well as Aristotle, also embraces the idea of ‘associational freedom’ – the ability and opportunity to act in concert as a group. Associational freedom has been under relentless attack by the neo-liberal state, for the simple reason that ‘associations’ can be portrayed as opposed to market forces and as distorting them. A republic is conceivable only if everybody is in the company of equally self-confident people free of existential fear. This is the position of Katja Kipping, a leading MP in the Die Linke political party in Germany.14

In the republican tradition, freedom is disclosed, or even discovered, in the togetherness of people deliberating and acting in concert. This depends vitally on the dignity of possible involvement, the status of equals, which Alexis de Tocqueville so memorably depicted as the essence of early American democracy (sadly lost now).

For a classical liberal, freedom is essentially domestic in character. It is the liberty of the consumer, choosing between options, buying this rather than that, taking this job rather than that one, choosing this charismatic politician rather than the other. Republican freedom goes beyond this: we are free because we can act together, politically. This is a good standpoint to combat the excesses of libertarianism, particularly its modern variant of libertarian paternalism.15

Both republican and associational freedom have another dimension which has been given less attention. It is also necessary to curb the power and influence of the powerful. Freedom is jeopardized if a plutocracy or elite can shape public discourses and decisions by manipulative devices over which they have control, including the media.

Whatever variant of freedom is espoused, a basic income would enhance it. However, in the liberal tradition a basic income would be both necessary and sufficient, if judged high enough to meet basic needs. In the republican tradition, however, basic income would be necessary but not sufficient; other institutions and policies would be needed properly to advance freedom.

A basic income would strengthen the following prosaic or day-to-day freedoms:

— the freedom to refuse a job that is onerous, boring, low-paying or just nasty;

— the freedom to accept a job that is none of the above but which could not be accepted if financial necessity dictated;

— the freedom to stay in a job that pays less than previously or that has become more financially insecure;

— the freedom to start a small-scale business venture, which is risky but potentially rewarding;

— the freedom to do care work for a relative or friend, or voluntary work in and for the community, that might not be feasible if financial necessity required long hours of paid labour;

— the freedom to do creative work and activities of all kinds;

— the freedom to risk learning new skills or competences;

— the freedom from bureaucratic interference, prying and coercion;

— the freedom to form relationships and perhaps set up ‘home’ with someone, often precluded today by financial insecurity;

— the freedom to leave a relationship that has turned sour or abusive;

— the freedom to have a child;

— the freedom to be lazy once in a while, a vital freedom to which we will return.

Would alternative social policies do as well on any of these counts? At the very least, a social protection policy should be neutral on behavioural freedom, not moralistic, directive, coercive or punitive. The drift to means-tested benefits around the world runs counter to any notion of freedom. A basic income would do the reverse.

Policy Principles for Freedom

Two general principles should be applied to any social policy, especially those pitched as alternatives to an unconditional basic income. The first is:

The Paternalism Test Principle. A social policy is unjust if it imposes controls on some groups that are not imposed on the most free groups in society.

Policies that dictate what a person can do or that steer people to behave in certain ways rather than other (legal) ways clearly violate this principle. Many politicians who proclaim their belief in freedom nevertheless support policies that involve telling the ‘poor’ what they may or may not do. The rationalization of libertarian paternalism – undemocratically built into the modern structures of social policy – is that the deliberate steering or nudging of people to take certain options rather than others is ‘for their own good’ or in their best interests.

This is amoral, since the ‘nudgers’ do not put their money where their proverbial mouth is. If they argue that a decision they steer people towards is for the best, then they and not the steered should take responsibility for the outcome if things do not work out. The recipients should be compensated by the state. That does not happen.

The second general freedom and social justice principle is slightly more complex:

The Rights-not-Charity Principle. A social policy is just only if it advances the rights or freedom of the recipient or target person rather than the discretion or power of the provider.

A basic income passes such a test, whereas any social benefit that requires actual or potential recipients to satisfy behavioural conditions does not. All the conditions for entitlement invented by politicians or civil servants are partly arbitrary, and most are capable of several interpretations. Too often discretionary power is left to a local-level bureaucrat, and the needy person is left in no doubt that they are a ‘supplicant’.

The Right to Have Rights


‘If you believe you are a citizen of the world, you are a citizen of nowhere.’

THERESA MAY, BRITISH PRIME MINISTER, OCTOBER 2016



Who has the right to have rights? A citizen is conventionally defined as someone who has rights, and this can be at any level of community. The United Nations Universal Declaration of Human Rights of 1948 and the International Covenant on Economic, Social and Cultural Rights of 1966 established once and for all that everybody everywhere has rights. In that quip, Theresa May was profoundly wrong. As citizens of the world, we all have human rights.

However, there are layers of rights: some are universal, some are established by and within the state, some hold for regions or for associations that grant rights and privileges to members. At country level, all rights worthy of the name began life as demands against the state. And many start as ‘claim rights’, demands that society should move towards realizing them, and not away from doing so. Basic income is one such claim right.

The practical question is: Who should have the right to a basic income? This is partly an ethical question, partly a practical, pragmatic one. In an ideal world, in some utopian future, we might happily say that everybody, wherever they might be, should have the right to a basic income. But for the present, our eyes must be focused on the state and in particular the nation, the country, where social policy is still crafted and implemented.

A typical starting point is to say that every citizen should have the right to a basic income. But should this right be extended to citizens living and working abroad? Most advocates adjust the eligibility rule to mean every citizen usually resident in the country. What does ‘usually’ mean? Clear practical rules have to be established, for example, that citizens must regard the country as their permanent home, or be resident for at least six months in any year. No rule will be ideal, or less than somewhat arbitrary.

More difficult are eligibility rules for non-citizens who are usually resident in the country. It would be unfair to exclude legal residents but, again, the right would have to be defined pragmatically, for example, once someone had lived legally in the country for at least two years or had acquired permanent residence status.

Ideally, the basic income should be permanent, established as a constitutional right. However, arguing that, once established, this right could never be taken away could become an obstacle to political acceptance of basic income. It would deter experiments, or its introduction on a provisional or piecemeal basis, subject to changes in eligibility, level or other rules. It would not be wise at the outset to rule out democratic decisions on policy, or even introduction of a short-term basic income, say, for five years. Purists might object that a short-term basic income would not be a right. But it would have the status of a right within the specified time-frame since, during that period, nobody could have their basic income arbitrarily taken away. That said, in principle, basic income should be established as a life-long commitment by the state, subject to democratic adjustment.

Another feature of a right is that it is non-withdrawable, that is, it cannot be taken away without due process of law. A rarely emphasized aspect is that a basic income could not be seized in payment of debt. That would set it apart from some means-tested benefits, which can be reduced to help pay off debts to the state.

Why Basic Income’s Emancipatory Value Exceeds Its Monetary Value


‘Oh, the little more, and how much it is!

 And the little less, and what worlds away!’

ROBERT BROWNING



Between 2010 and 2013 the writer was involved in a large-scale basic income pilot in Madhya Pradesh, India, which gave a small basic income to all 6,000 residents of nine villages.16 Other similar villages were chosen as controls for evaluation of the pilot. It soon became clear that the positive impact was far greater than could have been anticipated from the amount of the basic income itself. A fundamental reason was that, in those communities and families, money itself was a scarce commodity.

If a needed commodity is scarce, or hard to obtain, its price tends to rise. People with little income or savings to fall back on are often forced to borrow at short notice to pay for daily necessities or unexpected costs (medical bills, for example), typically at very high rates of interest. They must also often surrender something as security. And they cannot put money into longer-term higher-return savings, because they need to keep to hand what little they have to meet day-to-day and sudden contingencies.

In these circumstances, a basic income, paid without fail to all family members and to all neighbours, acts as a sort of guarantee against default, enabling people to borrow more cheaply, whether from moneylenders or their neighbours. This is not the case with subsidized goods or services (the main form of support for the poor in India), or with means-tested or behaviour-tested conditional benefits, which by definition can be refused or withdrawn and, in any case, do not go to everyone. A basic income, with its certainty (or near so), lowers the cost of living for recipients and the community, because it gives scope for collective action at times of individual stress. An amount paid as a basic income is thus worth more than a similar amount paid on a means-tested basis.

In the Indian basic income pilots, those receiving the basic income were more likely than others to reduce their debt and were more likely to save, even when they were still indebted, because they realized the value of monetary liquidity.17 This liquidity also enabled individuals and families to be more strategic in their decision making, enabling some to borrow at much lower interest rates and acquire small equipment, seeds and fertilizer when needed.

The emancipatory value of the basic income did not stop there. Landlords and moneylenders (often the same people) had taken advantage of the traditional shortage of money to put low-income villagers into debt bondage. Instead of paying off long-standing loans with money, they had to provide labour as and when the landlord wished. Often this deprived the smallholders of vitally needed time on their own small farms in harvest periods, further intensifying their poverty. It was wonderful to see some trapped in debt bondage gradually collect enough money from their basic income, and that of relatives and friends, to buy their freedom.

The emancipatory value was not merely financial. In one village, when the pilot began, all the young women wore veils and the photographs needed for their identity cards, required to receive the basic income, had to be taken in a hut out of sight of men. When, a few months later, the writer visited that village with a colleague from the research team, we observed that none of the young women was wearing a veil. On asking why that was, one young woman explained that, before, they had to do as their elders told them; now that they had their own money, they could decide for themselves.

Having the basic income countered a form of cultural domination and helped embolden them, strengthening their cultural rights. Lifting the veil, of their own volition, allowed them to participate more freely in village life. They could pass ‘the eyeball test’, the ability to look others in the face without having to give in to their will. That is vital for republican freedom.

The Necessity of Voice

As mentioned earlier, for republican freedom, a basic income would be a necessary condition, but not a sufficient one. It is emancipatory, but it is not a panacea. There is also the necessity of Voice, of agency. My view has long been that the two ‘meta-securities’ are basic income security and Voice security; without affordable access to individual and collective representation, a person with basic income would remain vulnerable to unaccountable domination, to loss of republican freedom. But Voice should also include constraints on the power of the plutocracy and elite, which are necessary to ensure basic security for all.

In this context, it was one of the stranger aspects of debate around basic income in the twentieth century that trade union leaders were among the most vehemently opposed. Although some leading union thinkers have latterly come out in favour, this institutionalized hostility has persisted. Some of the opposition has stemmed, at least ostensibly, from a belief that a basic income would allow employers to pay lower wages.

I will come to this argument in a later chapter. But a more disturbing reason for the opposition, privately expressed by prominent union leaders, is the view that, if workers had basic income, they would not see the need to join trade unions. That is a sad reflection of the union leaders’ confidence. In fact, as psychological studies have shown, people who have basic security are more likely, not less, to join bodies representing their interests.

Finally, basic income is an instrument of democratization, since all citizens need assured access to resources to make rights meaningful.18 A basic income would help establish individual self-government and equal self-respect. Early advocates of democracy conceived democratization as the universalization of freedom, equality and independence, the last being based on the ‘natural freedom’ principle enunciated by John Locke. It states that, to be free, someone should be able to act without having to ask for consent and without fear of retribution, unless doing harm to others.

This sense of independence, central to emancipation, surely depends on having a right to subsistence. As one of the founders of the US Constitution, Alexander Hamilton, put it in 1788: ‘A power over a man’s subsistence amounts to a power over his will.’

While a basic income would promote real freedom, the assurance of republican or full freedom requires agency. This can only come from access to institutions and mechanisms that provide Voice, collectively and individually, particularly whenever we are exposed to vulnerability and adversity. Basic income may not be sufficient for full freedom, but it is essential.
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‘Everyone has the right to a standard of living adequate for the health and well-being of himself and his family, including food, clothing, housing and medical care and the necessary social services, and the right to security in the event of unemployment, sickness, disability, widowhood, old age or other lack of livelihood in circumstances beyond his control.’

UNITED NATIONS, UNIVERSAL DECLARATION OF HUMAN RIGHTS, ARTICLE 40



The most common claim in favour of a basic income is that it would be the most effective way to reduce poverty, simply because it would be the most direct and transparent way, with relatively low administrative costs. A related, but not identical, claim is that it would be a good way of providing basic economic security. This is important because in today’s market-oriented global capitalism, the predominant source of insecurity is economic uncertainty, and uncertainty, as opposed to risk, defies conventional forms of insurance.

It should be recognized at the outset that a badly designed or poorly implemented basic income system could leave people worse off than under existing social protection schemes. But this is by no means an inherent feature of basic income.

Poverty

While globalization has been associated with a decline in absolute poverty worldwide, as emerging market economies have gradually raised living standards, in many countries the poverty rate – the share of people living in poverty – has risen. Moreover, globalization and the austerity policies widely adopted since the crash of 2007–8 have plunged millions more in industrialized countries into absolute poverty.

In the US, supposedly the richest country in the world, one and a half million families, including three million children, are struggling with per capita cash incomes of less than $2 a day.1 And, as Nobel Laureate economist Angus Deaton and Anne Case have demonstrated, America has seen a rising tide of ‘deaths of despair’, through suicides, overdoses of prescription and illegal drugs, alcohol abuse and so on.2 In Europe and Japan, the picture is similar, if not quite so bad.

On present trends, income poverty shows no sign of disappearing in the near or medium-term future, despite the obvious fact that in income terms the world is wealthier than at any time in history. Within nominally rich countries, absolute and relative poverty have grown in the twenty-first century, not fallen, while the number of homeless has hit new records. This is a powerful indictment of all governments.

Globalization and policies of market flexibility, combined with the technological revolution unleashed by or associated with globalization, have also produced a growing precariat, consisting of millions of people everywhere living in chronic insecurity and losing all forms of rights.3 Even if economic growth were to pick up, which seems unlikely, the precariat would not gain economically.

It certainly has not done so in the first two decades of this century. In a relative sense, the precariat almost certainly loses from growth, because the gains from the sort of growth that is occurring go disproportionately if not entirely to the plutocracy, elite and salariat.4

To compound the challenge, the old recipe of job creation – ‘work is the best route out of poverty’ – is increasingly wrong and even counter-productive. Governments may be able to boost the number of jobs by rolling back labour protections in order to make labour markets more flexible, but in doing so they make many more people more economically insecure. And that makes many more people angry, ready to curse the politicians who go down that road.

Increasingly, jobs being generated in much of the world, including all rich industrialized countries, are not a reliable route out of poverty. In real terms, taking account of price inflation, average wages in developed countries have stagnated for more than three decades and can be expected to continue to do so. For those in the precariat, wages have been falling in real terms and have become more volatile; one mishap, mistake or accident would throw them into real poverty.

However hard they work, a growing proportion of those in relative poverty and economic insecurity will be unable to escape. Tax credits and statutory minimum wages that have been enlarged steadily have failed to arrest the upward trend. It is the income distribution system that has broken down.

Universalism and Transparency

Unlike most alternatives, a basic income is a way of reducing poverty without stigmatizing the recipients and making them supplicants. As numerous studies have shown, the stigma attached to means-tested targeted welfare means that many people in real need do not apply for assistance, from pride, fear or ignorance. It is shameful that politicians persist in supporting such schemes when the inherent defects are well known.

The contrast with a universalistic scheme was brought out in the Canadian Mincome experiment in Dauphin, Manitoba (see Chapter 11).5 Many people on low incomes, including the unemployed, did not apply for standard ‘welfare’ because of stigma, but gladly took the unconditional minimum income payments that blurred distinctions between low-wage workers, the unemployed and recipients of social assistance.

Respondents to questions about the experiment said they welcomed the Mincome payments because they made them feel independent and enabled them to work while avoiding the invasive and degrading procedures associated with means-tested welfare. As one man said, these gave ‘a bad image to the family’. Another said Mincome ‘trusts Canadians and leaves a man or woman their pride’.

Because it is universal and unconditional, a basic income also avoids the standard utilitarian device of distinguishing between the ‘deserving’ and ‘undeserving’ poor, a device deployed by moralistic politicians that is arbitrary, inequitable and ridiculously expensive to apply.

The elimination of social stigma should be regarded as a high-priority desirable objective. Stigma should not be used deliberately as a means of reducing the cost of state benefits by deterring needy people from applying for them. And social policymakers should cease unedifying practices of categorizing people as deserving or undeserving.

Overcoming Poverty and Precarity Traps

One reason why a basic income would be the most effective way of reducing poverty is that it would overcome ‘poverty traps’ and would reduce ‘precarity traps’. In Britain, for example, someone on low state benefits faces what is in effect a marginal tax rate of 80 per cent or more in going from benefits into a low-paying job. That is the official calculation; when the costs of working such as transport, childcare and so on are taken into account, the rate is higher.

In many continental European countries, including Denmark, Finland and Germany, the marginal tax rate is higher still. If the middle classes faced such high marginal rates of tax there would be riots! It is widely accepted that any tax rate above 40 per cent induces high-income earners to find ways of avoiding or evading taxes. Yet commentators refer to impoverished people who ‘stay on benefits’, and who do not take low-wage jobs in circumstances where they would face double that rate, as ‘scroungers’ or worse.

Libertarians, both right and left, recognize that a basic income paid regardless of work status or other income would remove the poverty trap inherent in existing welfare schemes. In so doing, it would increase the incentive to take relatively low-wage jobs, or undertake inherently risky own-account economic activity.

Besides poverty traps, delays in paying benefits to those who become entitled also act as a disincentive to take short-term or casual jobs. The reason is best described as a ‘precarity trap’. The complexity of modern means-tested and conditional benefits means that when a person becomes entitled to a benefit, it is rarely paid immediately. In addition, many people may be unsure whether they are entitled to assistance. Applicants must use up a lot of time, energy and limited confidence, filling in lengthy forms and answering intrusive questions. Then they need to keep demonstrating that they satisfy some demeaning condition to continue receiving the benefits.

These pitfalls, stigma and discouragement lead to low take-up rates that some defenders of the system eagerly and wilfully depict as proving that people who do not apply do not need or deserve the benefits. But for those who do eventually obtain benefits, the fear of losing them and having to start all over again acts as a deterrent to taking casual, short-term low-paying jobs.

Consider this testimony from a British man receiving disability benefit:


There was a time a number of years ago when my health improved spontaneously. Half of my brain sought to grab life by the horns and get out in to the working world as soon as I could. The other half stood terrified by the bureaucratic difficulties endemic in the system; difficulties that forced you to either relinquish your crucial income in the hope of being able to replace it, or lie to the Department of Work and Pensions. As it happened, I did manage to work for a short while, only to have to push myself far too hard to replace the benefit lost, leading to a relapse from which I have never recovered.6



A basic income paid as a right would remove the worst poverty trap and this precarity trap. It would reduce the moral hazard entailed by existing social assistance schemes, that people do not do what they would otherwise wish to do (for example, taking a job). It would also reduce the immoral hazard of entering the shadow or black economy instead, because the disincentives to entering the legal tax-paying economy are excessive.

That said, should basic income be touted as a way of eradicating poverty? This would leave the way open to the counter-attack that in practical terms the initial amount paid out would do no such thing. If it were set at a level that tried to do so, the fiscal jolt would be too great to appeal to the popular or political imaginations.

However, if properly designed, a basic income should reduce the incidence of poverty, the number of people living in relative poverty, as well as the depth of poverty of anybody in or near the poverty line, whatever that might be. A basic income will not eradicate poverty. No policy by itself ever will. But it should reduce the threat of poverty, faced by all those hovering just above it.

For example, the British think-tank Compass has calculated the impact as of 2015–16 of a transitional universal basic income system that would keep most existing welfare benefits but give every adult £71 a week, pensioners £51 (on top of the basic state pension) and children £59. Sixty per cent of those in the bottom fifth of the income distribution would gain by more than a fifth and child poverty would be nearly halved.7 Of course, these figures are merely illustrative, but they do suggest that the scope for reducing poverty is considerable with even modest basic incomes.

Do the Poor Spend Wisely?

One objection to a basic income is the claim that income-poor people will squander it on ‘private bads’, either out of ignorance or weakness of will (they cannot resist doing so, due to bad habits or addiction) or because of ‘bad character’. Some critics go further, suggesting that needing state benefits is indicative of all those traits. Yet the evidence runs in the opposite direction.

The experience of cash transfer programmes and basic income pilots is that, for the most part, the money is spent on ‘private goods’, such as food for children, healthcare and schooling. What is more, studies have shown that, contrary to popular prejudice, receipt of a basic income or cash transfer leads to reduced spending on drugs, alcohol and tobacco, which can be seen as ‘therapy bads’ (or ‘compensatory bads’) for alleviating a difficult and hopeless situation.

Four examples are worth reflection. In Liberia, a group of alcoholics, addicts and petty criminals were recruited from the slums, and each given the equivalent of US$200, with no conditions attached. Three years later, they were interviewed to find out what they had used the money for. The answer was mainly for food, clothing and medicine. As one of the researchers wondered, if such people did not squander a basic income grant, who would?8

Another study, reported by The Economist, took place in the City of London, known as the Square Mile, where a ‘hidden legion of homeless people’ emerges in the evening.9 Broadway, a charity, identified 338 of them, most of whom had spent over a year living on the streets. It singled out the longest-term rough sleepers, those who had been on the streets for over four years, asked what they needed to change their lives and gave it to them. The average outlay was £794. Of the thirteen who engaged, eleven had moved off the streets within a year. None said they wanted the money for drink, drugs or gambling. Several told researchers that they cooperated because they were offered control over their lives, rather than, in their eyes, being bullied into hostels. And the cost was a fraction of the £26,000 estimated to be spent annually on each homeless person, in health, police and prison bills.

A third study, in the US, found that compared with the widely admired early pre-education programmes, such as Head Start, cash transfers to families had an even greater positive effect on child education.10 Financial security was crucial, in reducing stress and enabling parents to spend more time with their children, reading to them, taking them to museums and the like.

A final study comes from Utah, a conservative part of the United States, where an inspirational policy was launched of giving homeless people permanent housing rather than the long-standing practice of temporary shelter. The initial cost seemed high, but it turned out to save much more. The stability provided enabled people to reintegrate themselves in society, saving the authorities a wide range of expenditures on remedying addictions, depression and so on. The policy has since been copied in hundreds of American cities. As the chief executive of the National Association of Homelessness put it, ‘It’s intuitive, in a way. People do better when they have stability.’11

Too often, observers and commentators presume the poor are ‘stupid’, irrational or incapable of making rational decisions. Some enlightened experiments have shown that they just have fewer resources. No doubt, trust will sometimes disappoint. But it is a good principle to guide social policy. Moreover, we all need the freedom to make some poor decisions (though preferably not calamitous ones) in order to learn from them and experiment. Without the freedom to make ‘mistakes’, people cannot learn to take control of their lives successfully.

Inequality and Equity

Gross income and wealth inequality is bad for society, bad for the economy and, most of all, bad for those at the lower end of the income and wealth spectrum. Inequality has been growing in most countries in recent decades and, in many, inequality is greater than at any time since statistics began to be collected. There is also strong evidence that high and rising inequality impedes economic growth (which of itself is not necessarily a bad thing, but which is conventionally treated as so) and impairs sustainable development.

Would universal basic income tend to reduce income inequality? In one sense, it should do so. An equal amount given to everybody represents a higher proportion for those on low incomes. But a note of caution is in order here, because the impact on inequality would depend on how a basic income was introduced and funded.

Some prominent economists have asserted that a basic income would worsen rather than reduce inequality – witness these remarks by Jason Furman, Chairman of the Council of Economic Advisers under US President Barack Obama:


Replacing our current antipoverty programs with UBI would in any realistic design make the distribution of income worse, not better. Our tax and transfer system is largely targeted towards those in the lower half of the income distribution, which means that it works to reduce both poverty and income inequality. Replacing part or all of that system with a universal cash grant, which would go to all Americans regardless of income, would mean that relatively less of the system was targeted towards those at the bottom – increasing, not decreasing, income inequality.12



Furman’s statement is based on some tendentious assumptions. First, a basic income does not have to ‘replace’ anti-poverty programmes. Most proponents of basic income do not advocate the abolition of all or most anti-poverty schemes, particularly those that address special needs such as disability, illness and frailty. Second, even accepting the claim – which is dubious – that existing schemes are ‘largely targeted’, that would still leave a lot that Furman himself admits are not targeted. Third, there are the well-known perverse effects of targeting via means testing and behaviour testing, which induce or oblige people to act contrary to their best interests – for instance, putting them through useless training or job-search programmes when they could be doing something more worthwhile.

In any case, social policy spending is not well targeted in the United States any more than in other countries. Meanwhile, huge expenditures go on tax breaks and other forms of subsidy that are perversely targeted in going mainly to the affluent. Why did the imagination of the Chairman of the Council of Economic Advisers not stretch to ‘replacing’ some of these with a basic income? Furman has erected a very flimsy straw man.

A better way of approaching the inequality issue is to say that a basic income is needed because the twentieth-century income distribution system has broken down. The share of national income going to labour has declined and is most unlikely to rise again. Because of globalization and technological change, a rising proportion of jobs will involve wages and earnings that will not enable people to rise above poverty or to step on a ladder of opportunity for upward social mobility. A new income distribution system needs to be constructed, in which basic income must figure.

In that context, consider the following statement:


The pie is growing bigger; there is no guarantee that everyone will benefit if we leave the market alone. In fact, if anything, we think that not everyone will benefit if we leave the market alone. So we need to develop a new system of redistribution, new policies that will redistribute from those that the market would have rewarded in favour of those that the market would have left behind. Having a universal minimum income is one of those ways. In fact, it is one I am very much in favour of, as long as we know how to apply it without taking away the incentive to work at the lower end of the market.13



This was the rationale given by Sir Christopher Pissarides, who received the Nobel Prize in Economics in 2010. I would quibble only with his use of the word ‘redistribution’ rather than ‘distribution’ and with his last point, since it is the existing system of means testing that has taken away the incentive to labour, due to poverty traps and precarity traps. A basic income would increase that incentive.

Interpersonal Equity

Inequity arises when a person with certain characteristics is systematically disadvantaged by direct or indirect forms of discrimination. It is probably fair to say that identity-based inequity has been reduced in many parts of the world, paradoxically at a time of growing income and wealth inequality. Changes in legislation and social attitudes have reduced discrimination relating to many forms of disability, race and ethnicity, gender, sexual preferences, and diverse relationships and partnerships. But there is still a long way to go to ensure equality in all these respects.

A system founded on a basic income would help in that long march. An equal amount paid to everybody is worth more to those who have less opportunity to earn additional income. But it would make sense to build a tiered system, in which supplements could and should be paid to those with extra costs of living or with known lower opportunity incomes, paid in effect to compensate for market-induced inequities.

The Inequality of Key Assets

There is another complementary way of looking at the relationship between basic income and inequality. Inequality in today’s world is not just about money incomes. It reflects unequal access to the other key assets of a good life – security (both physical and economic), quality time, quality space, education and knowledge, and financial capital.14

Security is the pivotal key asset, which is probably even more unequally distributed than income or wealth as conventionally defined and measured. The rich can buy physical security, and have almost total economic security. Someone in the precariat or with low and uncertain income has no security at all. A basic income would rectify that chronic inequality.

Similarly, the inequality of control over time is vast. The upper echelons of the income and wealth spectrum can have complete control of their time, paying others to do tasks they do not wish to do. By contrast, the precariat has little or no control over time. Even if it did not do so fully or adequately, a basic income would allow people more control over the allocation of their time, for example, by reducing the financial pressure to work long or unsocial hours at the expense of family and community life. These are real inequalities that matter to everybody.

Economic Security – the Menace of Uncertainty


‘Insecurity is worse than poverty’

CONFUCIUS



Another strong rationale for basic income is that it would provide basic security, would do so continuously and would do so better than any alternative. Aristotle famously claimed that only the insecure man is free. But without basic security people cannot function rationally, or be expected to do so, whereas if they are too secure they can become careless and indolent. Confucius and Aristotle surely had different degrees of insecurity in mind.

That aside, a basic income is arguably more justified by the need for economic security than by a desire to eradicate poverty. Martin Luther King captured several aspects of this rather well in his 1967 book, Where Do We Go from Here?


[A] host of positive psychological changes inevitably will result from widespread economic security. The dignity of the individual will flourish when the decisions concerning his life are in his own hands, when he has the assurance that his income is stable and certain, and when he knows that he has the means to seek self-improvement. Personal conflicts between husband, wife and children will diminish when the unjust measurement of human worth on a scale of dollars is eliminated.15



Twentieth-century welfare states tried to reduce certain risks of insecurity with contributory insurance schemes. In an industrial economy, the probability of so-called ‘contingency risks’, such as illness, workplace accidents, unemployment and disability, could be estimated actuarially. A system of social insurance could be constructed that worked reasonably well for the majority.

In a predominantly ‘tertiary’ economy, in which more people are in and out of temporary, part-time and casual jobs and are doing a lot of unpaid job-related work outside fixed hours and workplaces, this route to providing basic security has broken down. The contributory basis has been eroded, fewer people are covered, and the inherent problem of ‘immoral hazards’ (concealing income or circumstances to obtain or maintain benefits) has led governments to respond to perceptions of abuse by becoming more intrusive and punitive, thereby weakening the legitimacy of the system.

However, the most important reason for the degradation of the social insurance model is that today’s economic insecurity is profoundly different, at least in its structure, from that prevailing in the mid-twentieth century. Now, there is chronic insecurity that is characterized mainly by uncertainty. As economists understand it, this is different from risk. Uncertainty is about ‘unknown unknowns’.

Uncertainty undermines resilience – the ability to cope with, compensate for and recover from shocks (unchosen adverse events) and hazards (normal life-cycle events that bring costs and risks, such as marriage, birth of a child, or death). No one can be sure of their interests or how to realize them, or know what best to do if an adverse outcome materializes, perhaps because there is no such ‘best’. Whereas risks are insurable because they can be quantified, uncertainty cannot be. A basic income would provide a modicum of ex ante security, reducing the stress of uncertainty and the probability that a shock or hazard would precipitate a financial crisis for the person or family.

Nearly half of all US households would not be able to lay their hands on $400 for an emergency without borrowing or selling something, or would not be able to come up with the money at all, according to surveys by the US Federal Reserve Board.16 For what that means in practice, take this example.


Getting a tire replaced seems easy to me. I’d just go to the nearest tire place and get it fixed. But Jayleene was living from paycheck to paycheck and didn’t have $110 to spare. She couldn’t get to work, and her boss fired her. She couldn’t make her rent and was soon out on the street – all because she needed $110 at the right time. Jayleene told me her story during my volunteer shift at a soup kitchen. Her experience was the final straw that convinced me to support the idea of providing a basic income.17



A basic income would provide more universal security than the social insurance schemes associated with William Beveridge and Otto von Bismarck; they fail to reach the growing number of people, in and close to the precariat, who cannot build up adequate contribution records, and face uncertain and volatile earnings. And a basic income would improve security more effectively than current means-tested schemes, which are directed at the poor only. These do not provide ex ante security because they themselves are zones of uncertainty, as shown by extensive disentitlement, low take-up rates, and the associated stigma that deters people from applying for benefits to which they are entitled.

There is much more systemic economic insecurity today than in the heyday of welfare states that operated on the basis of closed economies, steady technological change and industrial employment. In an open globalizing economy, we are confronted by unpredictable decisions affecting us taken elsewhere in the world over which we have no possible means of control, including decisions directly affecting employment and production in our neighbourhood. Their impact is exacerbated by disruptive technological changes as well as labour market policies that have deliberately sacrificed labour-based security in exchange for flexibility for employers.

The result has been to shift and increase risks and the costs of adverse outcomes onto workers and citizens. Moreover, pervasive low wages mean that people are more likely to be living on the edge of unsustainable debt, reducing their ability to cope with adverse shocks or hazards. And their ability to recover from shocks and hazards has diminished because channels of social mobility have been restricted by changing labour markets, as well as by the impact of globalization and technology.

Reforms to social protection systems over the past two decades have intensified rather than mitigated insecurity, magnifying uncertainty and degrading resilience. The shift to means testing, behaviour testing, sanctions and delays increases the exposure to uncertainty. Few people know for sure whether they will be entitled to receive or continue to receive benefits and services to which they think they are entitled. A new direction is needed.

A basic income, being universal, unconditional and institutionally assured, would provide a sense of psychological security that no means-tested, behaviour-tested or non-universal system of benefits could. Psychological security helps to sustain mental stability. Parents will convey that to their children, children will convey it to their friends.

Risk-taking, Resilience and Mental Bandwidth

Neo-liberals and libertarians pay little respect to state-provided basic security. But basic security is a human need. Recent research has shown that lack of basic security impairs mental as well as physical health, triggers various psychological disorders and reduces short-term intelligence, or ‘mental bandwidth’.18 When people lack, or fear they will lack, something essential such as money or food, preoccupation with daily hassles uses up much of their mental energy. They become worse at problem solving and make worse decisions. Insecurity also leads to lower self-esteem, blunting aspirations for themselves and those around them.19

It is thus to be expected that chronically insecure people may not act wisely or make sensible or optimal decisions, particularly in terms of strategic or longer-term planning. Asserting that only people who behave responsibly and ‘well’ should receive social benefits and assistance is putting the problem the wrong way around.

The impact of a basic income on mental health would include what are called ‘relational effects’, inducing more balanced and relaxed interpersonal relationships once financial stress is reduced. A study of children in Cherokee tribal families who received regular payments from the reservation’s casino earnings found that parents argued less (mainly because they were less likely to argue over money) while children suffered less from anxiety and behavioural disorders, did better at school and were less likely to drift into crime.20

A basic income would also strengthen personal resilience. Nassim Taleb has developed the idea of ‘anti-fragility’ in relation to coping with the shock of rare events, which he calls ‘black swans’.21 In his view, it is a mistake to try too hard to avoid shocks; an efficient economic system requires moderate volatility and disruption (perhaps coming from technological change) coupled with mechanisms that prepare people to deal with shocks.

For instance, someone with a seemingly secure job in a large firm may easily develop a sense of dependency, so that the sudden loss of that job can be a major shock, with devastating psychological and financial outcomes. By contrast, someone in a less secure job can, paradoxically, be less vulnerable to a similar shock. Moderate insecurity prepares people for shocks, enabling them to cope and recover better. But the key word here is moderate. Basic security increases resilience.

Psychologists thus have a distinctive take on basic income, providing evidence that the assurance of basic security is beneficial for mental health and rational decision making.

Giving people security also has instrumental value by increasing their willingness to take collective action.22 For example, people with basic security are less fearful of threats of intimidation if they join a union.23 That makes common sense. If true, a basic income would strengthen real unionization, which should have some positive effect on wages. While this might alarm the political right, the upside is that economically secure people make more reasonable bargaining counterparts.

Achieving a strong sense of personal agency and basic income security are interdependent. You cannot have one without the other. Today, many people lack both.

Towards a ‘Good Society’

If society pretends to formal equality of status amidst gross real inequalities of power, status and property ownership, the ground is laid for active resentment. Perceptions of inadequacy, humiliation, envy, alienation and anomie generate unhealthy political impulses, fuelling support for the politicians who best promise to ‘turn the clock back’. This should not surprise the economic winners of the age, who have supported the steady strengthening of property rights, the extraordinary growth of the subsidy state geared to their interests, and a regime of tax cuts for capital, profits and rentiers.

In that context, a basic income – even the promise of moving in its direction – would offer a sensible prospect of reducing poverty, insecurity and inequality. It would signal an end to the winner-takes-all mentality and system.

It is too much to expect that a basic income would eradicate poverty. It could go a long way towards that aim but should be regarded both more modestly and more ambitiously. If properly designed and implemented it could reduce both poverty and inequality, particularly if combined with other social policies including supplements for people, such as those with disabilities, who face structural extra costs of living.

A basic income would also not remove all forms of economic insecurity. However, it could give many more people basic security and a sense of belonging to their communities. These are desirable properties of any society that could be regarded as ‘good’.

Basic income is not ultimately about eradicating income poverty, however worthy that aim. It is about other worthy objectives – social justice, freedom, equality and security. These would all be enhanced whatever the level of basic income, although the higher the level the greater the effect would be.

Constructing a basic income system is also about altering mindsets, about having the security to balance our desire to create a good life for ourselves, our families and communities, with the necessity of preserving the sustenance and beauties of the natural world. Security is a precious asset. It should be a goal of everyone who genuinely wants to build a good society rather than one that facilitates the aggrandizement of a privileged elite who knowingly gain from the insecurities of others. Wanting others to have what you want takes courage. That is what basic income is about.
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Although, in the view of the writer, the primary justifications for basic income are social justice, freedom and security, a basic income system would also have a number of economic advantages. These include higher, more sustainable, economic growth, a stabilizing impact on the economic cycle, and protection against possible large-scale unemployment as a result of disruptive technological change.

Economic Growth

What would be the implications of a basic income for economic growth? While growth per se should not necessarily be regarded as wholly beneficial, a universal basic income system would have several positive effects. Additional money flowing into the economy would raise aggregate demand and thereby propel economic growth, as long as there were no serious supply constraints. Even if basic income only substituted for other public spending, it would still boost demand because it would increase the purchasing power of those on low incomes, who have a higher propensity than the affluent to spend any money they receive.

For the same reason, a basic income could also lessen the balance of payments constraint associated with stimulating aggregate demand. People on higher incomes tend to buy more imported goods (and imported services such as foreign travel) than those on lower incomes. The growth stimulated by basic income would thus be less likely to cause unsustainable balance of payments deficits, because more of the extra spending would go on local goods and services, rather than on ‘luxury’ imports.

One counter-argument is that, if the basic income were additional money, it would be inflationary. This objection will be dealt with in more detail in the next chapter, but it suffices to say here that it reflects ‘one-handed’ economic reasoning. That is because increased demand resulting from additional money is likely to generate an increased supply of goods and services. This in turn could create more jobs, further increasing incomes, spending power and production through the ‘multiplier effect’.

Boosting spending power has become a concern throughout the industrialized world because incomes for the majority are no longer keeping pace with production capacity. It used to be the case that as productivity rose, real (inflation-adjusted) wages rose, increasing aggregate demand (consumption). This no longer applies. Rising productivity is not being matched by rising average wages, slowing growth.1

Governments could try old-style incomes policies, through productivity bargaining. But this would be far harder in an open economy than it was in the 1960s, when it was tried extensively, with mixed results. Instead, households struggling with stagnant or falling wages will have greater resort to credit and debt, increasing the vulnerability of the economy to the bursting of debt bubbles. That is what triggered the 2007–8 crash and threatens to happen again. A basic income system would be a way of maintaining high aggregate demand while making the economy less fragile.

In considering economic growth, relatively little attention has been given to the impact of basic income on small-scale business and entrepreneurship.2 It would surely be helpful; having economic security would make people more willing to take entrepreneurial risks, knowing that they would have something to fall back on if the venture failed. In developing country contexts, basic income and cash transfers have been shown to have positive effects on entrepreneurship;3 in Madhya Pradesh, basic income was strongly associated with new entrepreneurial activities.4 In industrialized countries, basic income would provide essential security for the growing numbers of unwillingly self-employed and independent contractors, as well as for those with entrepreneurial ambitions. More generally, it would encourage people to seek training and job opportunities in line with their skills and motivations rather than those most likely to ‘put food on the table’. This would make the economy more productive by facilitating the efficient reallocation of talent and increasing the level of job engagement. In the US, lack of employee commitment has been estimated to cost some $500 billion in lost productivity.5

A basic income system would also encourage a shift from paid ‘labour’ to ‘work’ – caring for children and the elderly, doing more voluntary work, community work and spending more time on personal development. And it would reduce the pressure to create jobs solely for the sake of boosting employment, including jobs in resource-depleting or polluting industries. In both these ways, a basic income would tilt activity towards ecologically and socially more sustainable growth.

Basic Income as Automatic Stabilizer

A traditional Keynesian argument in favour of welfare states, and social insurance systems in particular, used to be their stabilizing role over the economic cycle. When the economy was booming and inflationary pressure was building up, public spending on welfare benefits tended to decline because there were fewer unemployed requiring assistance. In recessions, expenditure on unemployment and other benefits tended to rise, helping to boost demand and employment.

The capacity of existing welfare systems to act as automatic macroeconomic stabilizers is now much reduced. The extent of social insurance has been eroded by the relentless trend towards means testing and conditional assistance schemes. And the neo-liberal thinking behind austerity programmes, aimed at balanced budgets and public debt reduction, has led governments deliberately to cut public spending in recessions.

A simple basic income would be a form of automatic economic stabilizer, since it would ensure more spending power in recessions. However, elsewhere I have proposed building a multi-tiered system, which would add a ‘stabilization’ component on top of a modest fixed basic income.6 The value of the stabilization grant, which would fluctuate according to the state of the economy, could be set by an independent basic income policy committee, along the lines of the Bank of England’s Monetary Policy Committee.

A stabilization grant component would be intrinsically fair. When jobs are plentiful people have more opportunity to earn higher incomes, so lower amounts paid as basic income would be reasonable. A higher stabilization grant in recessions would compensate for an overall drop in ‘opportunity incomes’.

The existing social assistance system, by contrast, demands that the unemployed chase job opportunities that in a recession are by definition in short supply. Benefit schemes that require recipients to prove they are diligently and continuously looking for jobs effectively reduce their income. Job seeking costs time, money and morale, and in a jobless environment forces people into an activity with a very low potential pay-off.

A stabilization grant system that was not conditioned on proof of job seeking would have the treble virtue of being an automatic stabilizer for the economy, of being less intrusive and arbitrary for recipients, and of saving public expenditure on a bureaucratic apparatus for checking and penalizing vulnerable people.

Interestingly, the Australian government responded to the 2007–8 financial crisis by making one-off grants of A$1,000 or more to pensioners, carers and children in low-income families, part of a strategy designed to boost household consumption. It worked: Australia was one of the few industrialized countries to escape recession. Though the grants were not a basic income, since they went only to certain groups, they nevertheless showed the effectiveness of stimulating the economy by giving millions of people extra cash to spend.7

From QE for Bankers to QE for People

The anti-deflationary monetary policies introduced first in Japan and then more generally in the aftermath of the financial crash of 2007–8 were a missed opportunity to phase in at least a short-term basic income plan. Through so-called ‘quantitative easing’ (QE), the US Federal Reserve, the Bank of Japan, the Bank of England and the European Central Bank, among others, have injected billions of dollars, yen, pounds and euros into financial markets in a largely unsuccessful bid to stimulate growth.

The allocation of even a modest part of that money to fund a basic income would have been more efficient at boosting growth, less regressive in its impact and clearly affordable. It was an option proposed by various economists at the time.8 The $4.5 trillion in QE by the US Federal Reserve was enough to have given $56,000 to every household in the country. Similarly, had the UK’s £375 billion of QE been diverted to pay a basic income, everyone legally resident in Britain could have received £50 a week for two years. Instead, QE has enriched the financiers, worsened income inequality and hastened the alarming oncoming crisis of underfunded pension schemes.9

The idea of giving money directly to people to boost growth was put forward in a famous 1969 article by Milton Friedman, who used the parable of scattering dollar bills from a helicopter for the public to pick up.10 ‘Helicopter money’ – printing money to distribute to the public – has been proposed by American bond investor Bill Gross and by the economics journalist Martin Wolf, among others.

The term ‘helicopter money’ has the drawback of conveying an image of people scrambling to pick up the money fluttering down, with the lion’s share going to the swift and the strong. A libertarian might regard that quasi-Darwinian prospect with equanimity; the rest of us might not. A systemic basic income paid in modest regular amounts as an equal right would be more equitable and efficient.

Euro-Dividends

In an innovative proposal linked to basic income that has attracted interest across the European Union, Philippe van Parijs has suggested that every EU resident (presumably, legal resident) would receive a Euro-Dividend averaging €200 per month, paid for by a 20 per cent value added tax.11 This would amount to about 10 per cent of EU GDP.

A Euro-Dividend would help to provide two buffering mechanisms that the European Union currently lacks, but which exist, to some extent at least, in the United States. The first is easy interstate migration of workers in response to unequal economic developments. Cross-border migration has risen in the EU as membership has increased. But, contrary to exaggerated claims by certain politicians and media pundits, such migration remains hampered by linguistic and other barriers. The second is semi-automatic interstate transfers; when there is a recession in one state, federal transfers go up and tax contributions to the federal government go down, acting as a stabilization policy.

A Euro-Dividend would provide a stabilization mechanism and help deter out-migration from low-income areas. It would also be an expression of a benefit of European integration, conveying the important message that the European Union stands for more than the single market and bureaucratic regulation.

Preparing for the Robots

Rightly or wrongly (or somewhere in between), a major reason for the recent topicality of basic income is the view that before long the silicon revolution, automation and robotics will displace human labour to such an extent that there will be mass ‘technological unemployment’. Martin Ford, Nick Srnicek and Alex Williams, and Paul Mason are among those who have argued in influential books that a jobless future makes a basic income essential.12 The same concerns have added a roll-call of Silicon Valley and other technology titans to the basic income supporters list.

Star bond investor Bill Gross has also come out in support of a basic income as a response to what he perceives as the coming robot-driven ‘end of work’.13 In July 2016, there was even a Facebook Live roundtable held in the White House on automation and basic income, though in a report issued the following December the US President’s Council of Economic Advisers rejected the idea, seemingly based on its chairman’s critical remarks six months earlier that were dissected in Chapter 4.14

A significant convert to the technological unemployment perspective is Andy Stern, former head of the US Service Employees International Union (SEIU) and the first leading trade unionist to come out in favour of a basic income.15 In a 2016 book widely publicized in the US, Stern claimed that 58 per cent of all jobs would be automated eventually, driven by the ethos of shareholder value. He told the American media group Bloomberg, ‘It’s not like the fall of the auto and steel industries. That hit just a sector of the country. This will be widespread. People will realize that we don’t have a storm anymore; we have a tsunami.’16

Nevertheless, there are reasons to be sceptical about the prospect of a jobless or even workless future. It is the latest version of the ‘lump of labour fallacy’, the idea that there is only a certain amount of labour and work to be done, so that if more of it can be automated or done by intelligent robots, human workers will be rendered redundant. In any case, very few jobs can be automated in their entirety. The suggestion in a much-cited study17 that nearly half of all US jobs are vulnerable to automation has been challenged by, among others, the OECD, which puts the figure of jobs ‘at risk’ at 9 per cent for industrialized countries.18

That said, the nature of jobs will undoubtedly change, perhaps rapidly. And while this writer does not believe that a jobless (still less ‘workless’) future is likely, the technological revolution is seriously increasing inequality, with profoundly regressive effects on the distribution of income, as powerful companies and their owners capture the lion’s share of the gains. That is a further reason why a new income distribution system must be constructed, with a basic income as an anchor, an argument to which Chapter 12 will return.

The disruptive character of what has been dubbed the ‘fourth technological revolution’ also appears to be more generalized than in preceding seismic changes, which predominantly hit low-skill manual jobs.19 All levels of job and occupation are being affected. The resultant economic uncertainty is creating widespread insecurity; this supports calls for a basic income as the only feasible way of restoring economic security, to keep that uncertainty under some form of social control.

The Economist has argued that, while a basic income might be the answer if there were mass technological unemployment, there was no need for it yet. ‘The basic income is an answer to a problem that has not yet materialised.’20 However, this presumes that the primary rationale for a basic income is the advent of technological unemployment whereas, as the first chapters of this book have tried to explain, most advocates of basic income justify it on quite other grounds, as a response, albeit partial, to economic insecurity, social injustice and freedom denied.

A consensus view could probably be created around the idea that, while it cannot be predicted with certainty that technological change will result in mass displacement of human labour, such an eventuality cannot be ruled out. And we can be reasonably sure that these changes will continue to worsen inequalities and be seriously disruptive, in often unpredictable ways that will hit many people through absolutely no fault of their own. In these circumstances, introducing a basic income system now would be sensibly precautionary and an equitable way to respond to the already visible disruption and inequality.

Sam Altman, president of the American start-up incubator Y Combinator, has justified his allocation of funds to a basic income pilot (discussed in Chapter 11) on the grounds that we need to know how people would respond if the jobless future were to be realized and a basic income introduced. He told Bloomberg, ‘I’m fairly confident that at some point in the future, as technology continues to eliminate traditional jobs and massive new wealth gets created, we’re going to see some version of this [basic income] at a national scale.’21 In another interview, he put that point at ‘no fewer than 10 years’ and ‘no more than 100’.22

However, the immediate problem is one of income distribution rather than a sudden disappearance of work for humans to do. Indeed, this could be the first technological revolution that is generating more work, even though it is disrupting and replacing paid labour.23 But it is contributing to the growing inequality of income. Tim Berners-Lee, inventor of the World Wide Web, says he supports basic income as a tool for correcting massive inequality brought about by technology.24 So does Stephen Hawking, the acclaimed physicist and cosmologist.25 Even senior economists in the International Monetary Fund have concluded that rising technology-induced inequality means that ‘the advantages of a basic income financed out of capital taxation become obvious’.26 Basic income would be a way in which all would benefit from economic gains resulting from technological advance.

Economic Feedback

The economic feedback effects of a basic income system could be substantial, reducing its net cost. For instance, evidence from cash transfer schemes and basic income pilots shows that cash payments improve nutrition and health, particularly for babies and children, but also for the frail and disabled, who often receive low priority in family budgets. In Canada, a seven-year study of the impact of a guaranteed annual income for the elderly found sharp declines in food insecurity and thus improved health.27 A study that tracked the children of applicants to the Mothers’ Pension programme – the first US government-sponsored welfare programme (1911–35) – found that children of successful applicants lived longer, had more schooling, were less likely to be underweight, and had higher income in adulthood than children of rejected mothers.28

There is also strong evidence for improvement in mental health. The well-known Canadian experiment with something close to a basic income, discussed in more detail in Chapter 11, led to fewer hospital admissions for mental illness as well as for accidents and injury.29 As mentioned in Chapter 4, children in Cherokee tribal families receiving the basic income had fewer emotional problems and behavioural disorders, while parents reported lower drug and alcohol use by their partners.30 All these benefits tend to reduce other public expenditures, including spending on public healthcare, the criminal justice system and social support services.

One of the under-emphasized aspects of inequality and economic insecurity is the adverse impact on mental and physical health, which is costly for the public as well as the individual. A basic income system would not radically reduce that, but it certainly would help.
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‘It is a system that is barking mad.’

JOHN KEY, NEW ZEALAND PRIME MINISTER, FEBRUARY 2015

‘It is one of the most completely ridiculous ideas I have heard in a long time.’

BJARNI BENEDIKTSSON, ICELAND FINANCE MINISTER, SEPTEMBER 2016



Over the years, the idea of basic income has been met by a remarkably constant set of objections that are raised time and again despite the counter-arguments and evidence. The issue of affordability is discussed in the next chapter, and the issue of labour supply and work in Chapter 8. This chapter will deal with other objections, in no order of implied significance.

Hirschmann’s Three Rules

In his book The Rhetoric of Reaction, the great political economist Albert Hirschmann pointed out that any big new social policy idea – or one perceived as new at the time – is initially attacked on grounds of futility (it would not work), perversity (it would have unintended negative consequences) and jeopardy (it would endanger other goals).1

These arguments were used against proposals for unemployment benefits in the early twentieth century, against family benefits in the 1930s and against what became Social Security (old age pensions) in the US at that time. Yet within a few years of these policies being introduced, the three criticisms melted away, to be displaced by a rhetoric of inevitability and common sense. We should at least ask if the following objections to basic income are similar.

A Basic Income Is Utopian; It Has Never Been Done Before

Critics maintain that because basic income has not been introduced anywhere thus far, it must be ‘basically flawed’, as an article in The Economist put it. This could be said to apply to any new policy throughout history. For that reason alone, it does not make sense.

In the case of basic income, the criticism can be countered in two ways: in the twenty-first century, we have reached the stage when all other policies for providing people with economic security have been tried and found wanting; and, for the first time, today’s society has the institutional and technical means for putting a basic income into effect.

A Basic Income Would Be Unaffordable

This is the most common assertion and it raises sufficiently complex issues to deserve a separate discussion in the next chapter. If a basic income were unaffordable, that would be the end of the subject. But too many critics have rushed to judgement, by implication suggesting that basic income proponents are stupid or unable to do simple maths.

The question to pose to sceptics is this: Would you support a basic income if it were shown to be reasonably affordable? In other words, are those claiming it is unaffordable really opposing it for some other, less defensible reason?

A Basic Income Would Lead to Dismantling of the Welfare State

This standard complaint is typically made by critics on the political left and defenders of paternalistic social democratic welfare states. Once again, it needs to be stated that, whatever some libertarian supporters of basic income may advocate, basic income does not imply the dismantling of public services, nor the replacement of all other welfare benefits. Rather, it should be the floor of a new income distribution system, alongside other needed public services and benefits.

As this chapter was being drafted, a Labour Party candidate for mayor of a London borough was asked by a member of the Citizen’s Income Trust what he thought of basic income. His answer was dismissive:


UBI – interesting idea, but fundamentally a Conservative one designed to remove the apparatus of the welfare state, by cutting some of the public sector jobs that fuel demand in the economy. I’m also concerned that it would be inflationary, leaving the poor where they were to begin with, while those in secure employment get to supplement their income.2



The inflation claim will be discussed below. But what are these ‘public sector jobs’ that so worried the aspirant mayor? They must be those filled by low-paid bureaucrats prying into the lives of claimants to determine whether they ‘deserve’ to receive means-tested benefits, or who sanction them for being five minutes late for demeaning appointments set up to prove they are behaving in ways stipulated by the conditional system. Could these bureaucrats not find (or be found) something better to do with their time, energy and ‘skill’? In effect, that politician and many like him oppose providing ordinary folk with basic security because they want to preserve jobs for those trying to deny them benefits!

Ironically, opponents of basic income on the grounds that it would lead to a dismantling of the welfare state tend to support some variant of social insurance. They should be reminded that social insurance was first introduced by someone vehemently opposed to the political ideology they purport to represent. Otto von Bismarck prohibited socialists and exiled their leaders from Prussian cities. So those criticizing basic income because, in their albeit incorrect view, it is advocated by enemies of socialism should logically be opposed to the fundamental base of old welfare states.

In any event, as noted in Chapter 4, the Beveridge and Bismarck models of social insurance simply do not work in open, flexible economies with a large and growing precariat. The point being made here, however, is that support for or opposition to a policy should not be based on whether someone one does not like supports or opposes it.

A Basic Income Would Distract from Progressive Policies, Such as ‘Full Employment’

There are several ways of rebutting this version of Hirschmann’s ‘jeopardy’ point. First, in the second decade of the twenty-first century, where is the pressure to achieve other progressive policies? The growth and level of inequality are almost unprecedented; economic insecurity is pervasive; full employment has been redefined to be about 5 per cent unemployment with much ‘underemployment’, concealed by labour statistics that are unfit for purpose; and, above all, the growing precariat has been neglected by mainstream politics.

Second, why should ‘full employment’ be regarded as a progressive policy? What is so desirable about putting as many people as possible in ‘jobs’, in positions of subordination to ‘bosses’? In reality, many if not most jobs are boring, stultifying, demeaning, isolating or even dangerous. If anything, a basic income would help to improve the nature of jobs by enabling more people to refuse jobs they dislike or demand more pay for doing them.

Third, why should basic income be a distraction from other progressive policies, rather than giving them necessary substance? In strengthening people’s resolve to act, the reverse is far more likely. Moreover, like ‘full employment’, some policies long regarded as progressive turn out to be, on closer inspection, anything but. Popular alternatives to basic income are considered in Chapter 9, but there is no reason to suppose it would hinder pursuit of other objectives.

Basic Income Advocates Presume the Poor Just Lack Cash

Critics commonly assert that basic income advocates have an overly simplistic view to the effect that giving the poor more money would solve all their problems. One such critic claimed,


Progressives and libertarians alike are loath to admit that many of the poor and jobless are lacking more than just cash. They may be addicted to drugs or alcohol, suffer from mental health issues, have criminal records, or have difficulty functioning in a complex society. Money may be needed but money by itself does not cure such ills.3



Of course, it does not. However, no sensible advocate of basic income believes that cash solves everything. Basic income is not a panacea for all the ills of society, and it is unfair to judge it on that basis, any more than other social policies. As mentioned in Chapter 4, basic income may help to improve mental health, especially in children, in circumstances where anxiety about money is a proximate cause. But social illnesses and vulnerabilities should be tackled by tailored public social services rather than social protection policies, recognizing that all of us, not just ‘the poor’, may need support at some stage in our lives.

It Is Stupid to Give Money to the Rich as Well as to the Poor

A standard knee-jerk objection to basic income is: Why give money to people who do not need it? As one critic has written, ‘If you want to reduce inequalities, then you can do this much better by giving more money to those who have less (rather than the same amount).’4 Based on this sort of claim, critics usually add that paying a basic income to everyone automatically makes it too expensive to contemplate. There are three retorts.

First, if basic income is viewed as a ‘social dividend’, a share of society’s inherited commons and wealth should go to everyone, or to every citizen, as a right. A right is universal, or it is not a right at all. And an equal payment to all is worth proportionately more to those on low incomes.

Second, in administrative terms, it is easier and less costly to pay a basic income to everybody and tax back that income from the better-off (see ‘A Professor’s Teaser’ in the next chapter). A universal basic income can easily be designed and implemented with a claw-back from the more affluent (as was done with family allowances in Britain in the 1960s). This would do away with the arbitrary and complex rules for entitlement to benefits that cost so much and that cause so much misery.

Means testing is invariably complex, costly to administer and prone to extensive ‘Type 1’ errors (not reaching those intended) and ‘Type 2’ errors (reaching some of those who, under the rules, should not qualify). Every means-tested scheme suffers from low take-up rates, due to stigma, ignorance or fear, and inevitably imposes poverty and precarity traps.

Third, a targeted system does not automatically result in less poverty and inequality. That depends on take-up rates, on degree of progressiveness and on administrative efficiency. Indeed, it has been well argued that targeted systems are more likely, not less, to increase inequality.5 Given the weight of international evidence on the failure of targeted schemes, it must be assumed that the true objective of those who continue to advocate them is to reduce the number who receive benefits.

A Basic Income Would Give People Something for Nothing

This objection has been raised by moralists of most political persuasions, but was especially prominent among ‘Third Way’ politicians and academics in the early years of the twenty-first century. It is coupled with the notion of ‘reciprocity’, that there should be no rights without contributions and no rights without proven ‘responsibility’. Thus recipients of state benefits should be required to show ‘reciprocity’ by complying with conditions requiring incessant job seeking or even ‘workfare’.

The most obvious retort to the ‘something for nothing’ criticism is that society gives many people a lot of something for which they have not done anything. Anyone opposing basic income on this ground should also oppose all wealth inheritance and all other forms of income that are not derived from productive activity.

They should oppose the international copyright system, which gives descendants of copyright holders an income for up to seventy years after the original author or creator has died. They should oppose all selective tax breaks and subsidy schemes, which mostly benefit the affluent who have done nothing to ‘earn’ them. They should oppose tax avoidance devices that enable the rich to use public services without contributing to the cost. And they should oppose the many other forms of ‘rentier’ income derived solely from possession of assets.6 Unless critics also advocate (and practise) no tax avoidance, no subsidies and no inheritance, the something-for-nothing objection is hypocritical and unsustainable as a logical rationale.

A Basic Income Would Lead to More Spending On ‘Bads’

It is often claimed that giving cash to those in need is misguided because people will spend it on alcohol, cigarettes and other ‘bads’ rather than on their children and essentials such as food, clothes and heating. Instead, help for the poor should take the form of vouchers (such as food stamps) or cards that can be used only for approved spending.

Obviously, this is a thoroughly paternalistic line of attack. Where to draw a line between a ‘good’ and a ‘bad’? Why should a rich person have the freedom to buy and consume whatever the state bureaucracy deems a ‘bad’, but not a poor person? And does the state really know what is good or bad for us? What is deemed good at one time may be declared bad later, and vice versa. As a principle, the law and regulations should be equal for all.

More generally, there is a moralistic presumption that poor people, especially those receiving benefits, should not be spending money on anything but the bare essentials, denying themselves even the smallest ‘luxury’ that might make their lives less miserable. As Marx pointed out in 1844, ‘every luxury of the worker seems to be reprehensible, and everything that goes beyond the most abstract need seems a luxury’.7

Selective paternalism, for those on low incomes or for other groups needing state assistance, is perhaps even worse than general paternalism, since the minority are denied the opportunity to overturn the rule democratically. The unaffected majority will probably not care about or will support the denial of freedom for the minority if they expect to benefit through lower taxes.

It is sometimes claimed that taxpayers have the ‘right’ to determine how ‘their’ tax contributions are spent. But this is nowhere the normal practice. In Britain, many people dislike paying for nuclear armaments and there is a vociferous motoring lobby that campaigns, so far unsuccessfully, for taxes on vehicle fuel to be spent exclusively on roads. Why should taxpayers be considered to have special rights in relation to social protection policies, even supposing they were consulted?

In any case, the evidence does not support those opposing basic income on this ground. Basic income pilots and cash transfer programmes have shown that, overwhelmingly, people spend the money on private ‘goods’. In the basic income pilots in India and Namibia, those receiving a basic income were more likely to spend less on so-called ‘bads’. Similar results have been found for cash transfer programmes in Africa, notably in Kenya.8 Although the reasons for this are speculative, one explanation given in the Madhya Pradesh pilots was that more men were working in the fields and around the home rather than seeking wage labour in the local town, where they had greater opportunity to buy and drink alcohol.9

A Basic Income Would Reduce Work

This often stated objection to basic income will be considered in detail in Chapter 8. Suffice it to state at this stage that the evidence does not support it, and that the impact is much more complex than commonly presumed. Again, the question to pose to anybody inclined to reject basic income on this ground is: if there were convincing reasons and empirical evidence showing that a basic income would not reduce work, would you then support it?

A Basic Income Would Lower Wages

What is the impact, if any, of a basic income on wages? Some critics, particularly in the trade unions, have claimed that a basic income would lead to lower wages because employers would argue that they did not need to pay as much. However, basic income advocates assert the opposite: a basic income would give people a greater ability to refuse exploitative wage offers and more confidence to bargain for higher wages. A basic income would enable more vulnerable people to say ‘No!’ in extremis.

Those arguing that a basic income would act as a subsidy to wages, pushing them down, should by the same token oppose tax credits linked to jobs, for that is precisely what they are intended to do. The key difference is that tax credits, epitomized by the US Earned Income Tax Credit (EITC) and the British, Canadian and other equivalents, depend on the recipient being in low-wage labour. This deters workers from pushing for higher wages, because the increase will be largely negated by lower tax credits.

By contrast, a basic income would go to everybody, whether or not employed or on low wages, and would not be withdrawn as wages rise. This would give workers greater bargaining strength in deciding to accept or reject the wages on offer. Employers needing to fill unattractive jobs would be obliged to offer better pay and conditions to attract applicants (or, where feasible, invest in more automation). But people would also have greater freedom to take on low-paid or unpaid work if they wished.

A Basic Income Would Be Inflationary

The argument here is that if everybody were given a basic income, a lot more money would be pushed into the economy; this would send prices soaring, boosting inflation to the extent that people would be no better off than before. The supposed inflationary impact was a central criticism made by Hal Minsky against Milton Friedman’s proposal for a negative income tax set out in his 1962 book Capitalism and Freedom.10

As mentioned in Chapter 5, this is ‘one-handed’ economics because it ignores the likely impact of extra spending power on the supply of goods and services. In developing countries, and in low-income communities in richer countries, supply effects could actually lower prices for basic goods and services. In the Indian basic income pilots (see Chapter 10), villagers’ increased purchasing power led local farmers to plant more rice and wheat, use more fertilizer and cultivate more of their land.11 Their earnings went up, while the unit price of the food they supplied went down. The same happened with clothes, since several women found it newly worthwhile to buy sewing machines and material. A market was created where there was none before. A similar response could be expected in any community where there are people who want to earn more and do more, alongside people wanting to acquire more goods and services to improve their living standard.

By benefiting those on low incomes most, a basic income system could also twist the structure of aggregate demand towards more basic goods and services that have a high ‘elasticity of supply’ – they respond to rising demand by increasing in quantity rather than price. This would also mean more demand for local goods and services, boosting growth and jobs. By extension, funding a basic income through higher taxes on high incomes would accentuate the twist in demand, perhaps even inducing price reductions while generating more sustainable economic growth.

If the basic income was funded by switching public expenditure rather than by additional spending, the inflationary effect would be minimal. As Geoff Crocker has shown, only if aggregate spending power were higher than economic production (GDP) could there be an inflationary impact.12 The inflation claim would only be valid in relation to an economy that was at or close to ‘full employment’. No modern economy is close to ‘full employment’. And labour markets are much more open than they used to be, so any increase in the demand for labour could be expected to lead either to more labour force entrants or, more likely, to a relative shift of jobs abroad, dampening the impact on wages.

It is worth pointing out that, in recent years, central banks and governments around the world have been desperately trying to overcome price deflation (falling prices) and to increase inflation. Their efforts have been expensive, inefficient, regressive and ultimately a failure. To the extent that the increased demand kept prices stable or gave them a modest upward nudge, a basic income would be beneficial.

A Basic Income Would Induce In-Migration

An upsurge in migration, and the recent refugee crisis in Europe, have bolstered claims that a basic income for all would induce mass migration from lower-income countries. These claims have been further strengthened by prejudiced political rhetoric about ‘welfare tourism’.

Opponents, including the Swiss government, used this argument to whip up fear during the referendum campaign to introduce a basic income in Switzerland (discussed in Chapter 11), which some observers believed led to its defeat in June 2016.

Again, there are several ways of rebutting this criticism. Most importantly, it is the existing system of social assistance that has generated social friction. Benefits and social housing have come to be based on need rather than rights. So long-time citizens see relative newcomers ‘jumping the queue’ because they tend to be among the poorest. We should understand the resentment among those who feel they have paid their dues to their community over many years or even generations. A telling study showed the resultant social friction and anti-migrant sentiment in east London.13

Far from making this situation worse, a basic income could make things better. Pragmatic rules could be devised that most people would regard as fair. For example, entitlements could be prioritized by duration of legal residence in the community. Or potential migrants could be informed that they would have to qualify as permanent residents or wait a certain length of time, say a minimum of two years, before becoming eligible to receive the basic income. (Residual social assistance should be available for non-qualifying migrants if needed.) In fact, a basic income could be a fair way of discouraging migration while providing an incentive for migrants to enter legally and integrate into society. A basic income system would thus tend to reduce anti-migration sentiments compared with existing means-tested systems.

Ironically, one commentator has come out against basic income because he thinks it would ‘choke off immigration to the US’.14 This seems unlikely. However, by making a basic income scheme compatible with rules on acquisition of long-term or permanent residence or citizenship, it would be fairer than almost all existing social protection systems. And giving people greater economic security would make them less likely to see the economy as a zero-sum competition with immigrants for resources, as well as promoting more tolerant and altruistic attitudes.

A Basic Income Would Be Manipulated by Governments Prior to General Elections

This is an interesting objection. The claim is that if there was a basic income for everybody set by government, then the party in power could raise the level shortly before a general election, effectively bribing the electorate, at least to the extent of giving voters good feelings about the state of the economy. It does seem a real possibility. But it is not an insurmountable obstacle to commonsense policy.

One response would be to make automatic adjustments to the level based on changes in national income, as suggested by Andy Stern.15 A proposal by this writer, mentioned earlier, would be to create an Independent Basic Income Committee (IBIC), analogous to the ‘independent’ Monetary Policy Committee of the Bank of England, with members appointed by Parliament for one five-year term.16

The IBIC could have terms of reference giving it authority to adjust the level of the basic income according to changes in national income and perhaps the state of the economy. The idea of having a tiered basic income system will be revisited in the final chapter. The point here is that it should be relatively easy to overcome the objection that the basic income would be subject to populist manipulation.

No doubt there are other objections that people have made from time to time. But the above thirteen are certainly the most common. Readers must judge which of them, if any, are credible and then decide whether they are sufficient to reject basic income per se. Every policy should be judged on a ledger of positives and negatives. Advocates of basic income argue that advancing social justice and freedom while reducing inequality and insecurity outweigh the criticisms, most of which do not stand up to closer examination. It remains, however, to confront in more detail the two most contentious issues – affordability and the impact on labour and work.
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The most common objection to a basic income is that a country could not afford it. This chapter will try to show that this is not the case. It is a complex issue that needs to be considered as dispassionately as possible, bearing in mind that the desired or target level of a basic income is not pre-determined, that it could be introduced in stages, and that there are various possible ways in which it could be funded.

Back-of-the-envelope Calculations

The usual way of arguing that a basic income is unaffordable is to set a level of, say, 50–60 per cent of median income, multiply this by the size of the population to give the total cost and compare this with current welfare spending. For example, Tim Harford, writing in the Financial Times, suggests that the basic income in the UK might be £10 a day. ‘Such a payment would cost £234 billion a year across 64 million UK residents, so it could be largely paid for by scrapping all social security spending, which is £217 billion.’1

John Kay, in his Financial Times column, asserted:


[S]imple arithmetic shows why these schemes cannot work. Decide what proportion of average income per head would be appropriate for basic income. Thirty per cent seems mean; perhaps 50 per cent is more reasonable? The figure you write down is the share of national income that would be absorbed by public expenditure on basic income … To see the average tax rate implied, add the share of national income taken by other public sector activities – education, health, defence and transport. Either the basic income is impossibly low, or the expenditure on it is impossibly high.2



Kay added that most advocates of basic income do not ‘engage in the grubby practicalities of numbers’, which is rather insulting to the many who have done so. He reached his conclusion without showing any awareness of their research.

These calculations can be criticized on their own terms. For instance, Kay’s Financial Times colleague Martin Sandbu has pointed out that the appropriate ‘average income’ for deciding on the level of a basic income should not be based on ‘national income’ (GDP), which is the total of all goods and services produced in the economy, but ‘disposable income’, the amount people have to spend after taxes and transfers.3 Disposable income is less than two-thirds of national income. So, Kay’s provocatively high estimate that basic income would absorb 50 per cent of national income would in fact be reduced to 33 per cent.

The Economist has produced a more sophisticated set of ‘back-of-the-envelope’ estimates in an interactive basic income calculator for all OECD countries.4 This purports to show how much could be paid as a basic income by switching spending on non-health transfers, leaving tax revenues and other public spending unchanged. Interestingly, even on this very restrictive basis, a cluster of seven west European countries could already pay over $10,000 per person per year.

The United States could pay $6,300 and Britain $5,800. Obviously, for most countries, the level of basic income that could be financed from this tax-neutral welfare-switching exercise would be modest – though, especially for bottom-ranked countries such as South Korea ($2,200) or Mexico (only $900), this largely reflects their current low tax take and welfare spending.

The Economist’s interactive calculator also aims to calculate what tax rises would be needed to pay a basic income of a given amount. For the UK, the calculator estimates that the cost of a basic income of one-third average GDP per head would require a 15 percentage point rise in tax take. Its calculations can again be questioned in their own terms. However, all these back-of-the-envelope exercises are flawed in more fundamental ways.

First, they do not allow for clawing the basic income back in tax from higher-income earners, which could be done with no net cost to the affluent or to the Exchequer, simply by tweaking tax rates and allowances so that the extra tax take equals the basic income paid.

Second, they do not take account of administrative savings from removal of means testing and behaviour conditions. Administration accounted for £8 billion of the £172 billion 2013–14 budget of the UK’s Department of Work and Pensions, much of which will have gone to pay staff in local job centres to monitor and sanction benefit recipients. This does not include hundreds of millions of pounds paid to private contractors to carry out so-called ‘work assessment’ tests on people with disabilities, which have led to denial of benefits to some of society’s most vulnerable people.

Third, they compare the cost of a basic income with the existing welfare budget and assume that all other areas of public spending remain intact. Yet governments can always choose to realign spending priorities. The UK government could save billions by scrapping the plan to replace the Trident nuclear missile system, now estimated to cost more than £200 billion over its lifetime. It could save further billions by ending subsidies that go predominantly to corporations and the affluent.

In Britain ‘corporate welfare’ is estimated to exceed £93 billion a year.5 In the US, federal subsidies for corporations cost $100 billion a year, according to the right-wing Cato Institute.6 Farm subsidies go mostly to the biggest landowners, fossil fuel subsidies damage the climate – the list goes on. Most subsidies are regressive, morally unjustifiable and unrelated to economic growth.7 Though it is not possible to pinpoint a precise amount that could be reallocated, the potential saving from making a bonfire of subsidies should be taken into account. The point is that expenditure switching would provide another source of funds for a basic income, even given fiscal neutrality.

Rather than focus on costly regressive subsidies, a typical tactic of critics is to compare possible spending on a basic income with spending on popular public services. Thus an editorial in the Guardian newspaper asked: ‘Would this be money better spent on the NHS [National Health Service], schools or childcare?’8 Framing the issue in this way is prejudicial, deliberately and wrongly implying that basic income would deprive these vital public services of resources.

Fourth, back-of-the-envelope exercises ignore the wide array of tax exemptions and allowances that have come to characterize the modern fiscal system. The UK personal income tax allowance, which in 2016 exempted the first £11,000 of income from tax, costs the Exchequer almost £100 billion a year in foregone revenue. Non-imposition of national insurance on some earners costs another £50 billion. These two exemptions alone amount to nearly 10 per cent of GDP and are strongly regressive.9

While raising the personal tax allowance has been presented as a measure to help low earners, high earners gain most of the benefit because more of their income escapes tax and there are knock-on increases in the level of earnings at which higher rates of tax kick in. Meanwhile, low earners already below the tax threshold gain nothing.

It is also worth noting that another effect of raising tax allowances is a reduction in the number of people who pay income tax. Nearly half of all British adults pay no income tax; nearly half of US households pay no federal income tax. Studies have shown that non-taxpayers are less likely to be politically engaged and are thus less likely to vote.10 That is an additional reason to roll back tax allowances and use the money saved to help fund the basic income.

The cost of other, selective tax reliefs that the UK government has identified has risen to over £117 billion a year, more than the cost of the National Health Service.11 A further 218 tax reliefs have not been costed, nor has the government analysed their effect on the behaviour they ostensibly exist to promote. In the US, which also has over 200 selective tax reliefs, the ten biggest cost federal coffers more than $900 billion in 2013, nearly 6 per cent of GDP. The three largest reliefs, on state and local taxes, mortgage interest and charitable donations, cost a combined $185 billion a year.12 All or part of these huge sums could go a long way towards paying for a modest basic income.

Affordability in the UK

Leaving aside for the moment the reallocation of other spending programmes and other sources of finance, the following focuses on several recent UK studies that have looked in detail at the affordability of various basic income systems and levels. Almost all these studies assume what Malcolm Torry has called ‘strict revenue neutrality’, that is, the basic income is funded solely by adjusting personal income tax rates and allowances coupled with savings on current welfare spending. This has been the standard approach in a long line of basic income costings over the years that include the much earlier efforts of Mimi Parker, among others.13 Parker, a Conservative, worked closely with her patron, Brandon Rhys-Williams MP, who carried the baton of basic income handed down by his mother, Juliet, into the 1980s.

In addition to looking at how much a basic income would cost, the studies mentioned here try to calculate the impact on households of different types and incomes. One common criticism derived from back-of-the-envelope estimates is that spreading the existing welfare budget across the total population would leave many low-income households worse off, because they would get less from a basic income than they do under the existing system of contributory and means-tested benefits, including tax credits.

This issue can theoretically be tackled in two ways, by designing a basic income system that minimizes losses for those on low incomes, or by introducing, as a transitional measure, a hybrid scheme that pays a basic income alongside existing benefits. In interpreting the results of these studies, it is important to bear in mind that all the models assume that people are now receiving all the benefits to which they are entitled, which is far from the case for means-tested and behaviour-tested benefits.

A simulation prepared for the political think-tank Compass costs a hybrid transitional scheme that would pay a fairly generous basic income (£61 a week for adults over twenty-five, lesser amounts for younger adults, children and pensioners) in addition to almost all existing benefits, including the state pension and housing benefit but excepting child benefit, which would be abolished.14 The basic income would be taken into account in assessing means-tested benefits, so reducing their cost and the number of households dependent on them. The simulation suggests that such a scheme could be fully funded, at a negligible net cost to the Exchequer of £700 million annually, by abolishing income tax personal allowances, ending the lower national insurance contribution rate for high earners and raising income tax rates by 3 percentage points for each band. This would give a combined income tax and national insurance rate of 35 per cent for the basic band (against 32 per cent as of 2016), 55 per cent for the higher band (against 42 per cent) and 60 per cent for the top band (against 47 per cent).

As Martin Sandbu notes, although such a system would involve steep tax increases for the top fifth of taxpayers, they would be partially compensated by the basic income.15 And under the existing system, low earners face a marginal ‘tax’ rate of up to 80 per cent or more due to withdrawal of tax credits and other means-tested benefits, while higher earners also face marginal tax rates of over 60 per cent when they pass the point at which they lose, first, child benefit, and then their personal allowance.

Compass has also costed a more generous hybrid scheme, paying an extra £10 a week to all groups. This would increase the tax rates in each band by a further 2 percentage points and cost an additional £8 billion. Both transitional schemes would reduce inequality and have a significant impact on poverty, reducing child poverty by an estimated 38 per cent in the first case and 45 per cent in the second. Sixty per cent of those in the bottom fifth of the income distribution would gain more than 20 per cent from the more generous scheme, with the redistribution paid for by the top fifth. Fewer than 3 per cent of households in the two lowest income deciles would lose more than 5 per cent.

Using a slightly different model of household taxes and transfers, based on 2012–13 values, Malcolm Torry, director of Citizen’s Income Trust, has estimated the cost of a more modest hybrid scheme that would pay a ‘citizen’s income’ of £50 a week for those aged 25 to 64, a Young Adult’s citizen’s income of £40 a week for those aged 16 to 24, and a Citizen’s Pension of £30 a week for those aged 65 and above.16

Again, this would be in addition to most existing benefits, though the citizen’s income would be taken into account for any means testing. Torry finds that, with the same combined income and national insurance structure as the Compass simulation described above, his scheme could save the Exchequer nearly £3 billion a year. (He also costs the novel idea of introducing a basic income solely for one age cohort, all those aged 16, with the intention of gradually extending it to all age cohorts.)

Torry’s scheme too would leave 3 per cent of households in the lowest two-fifths of the income spectrum more than 5 per cent worse off, and 1.5 per cent more than 10 per cent worse off, at the point of implementation. However, the £2.8 billion saving to the Exchequer would give plenty of scope to compensate them on an ad hoc basis, bearing in mind that this would be a transitional system. There would be more losers at higher income levels – inevitable for a scheme that aims to redistribute resources and reduce inequality – but for them the losses would be manageable (see Figure 7.1).

Meanwhile, child poverty would be cut by a third while, according to Torry, the scheme ‘would achieve manageable and useful redistribution from rich to poor, with those households often described as the “squeezed middle” particularly benefiting from the transition’.

Using Torry’s model, the Royal Society of Arts (RSA) did its own calculations for a full basic income scheme based on payments equivalent to £71 a week for adults aged 25–64, £143 for adults aged 65+, £82.50 for the first child and £65 for subsequent children aged 0–5, and £56 for children and young people aged 5–24.17 These amounts, which would replace most existing benefits, roughly correspond to existing levels of Jobseeker’s Allowance, the state pension, and child benefit and other help for children available to low-income families. Disability support and housing benefits were left out of the calculation, although the RSA proposed a separate reform for means-tested housing benefit.
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Figure 7.1 The redistributional effect of Torry’s hybrid basic

Source: M. Torry (2016), ‘An evaluation of a strictly revenue neutral Citizen’s Income scheme.’ Euromod Working Paper Series EM 5/16

The personal tax allowance and national insurance floor would be scrapped, and all earnings above the basic income would be taxed at marginal rates starting at 32 per cent (20 per cent basic rate plus 12 per cent national insurance, as now) and rising to a top rate of 52 per cent for earnings over £150,000. Figure 7.2 shows how this would compare with what the RSA terms the ‘Himalayas’-style tax curve for 2012–13. In a departure from ‘strict revenue neutrality’, tax relief on pension contributions would be confined to the basic rate, releasing £10 billion for the basic income pot. The net additional cost of this basic income scheme was put at somewhere between £9.8 billion and £16.4 billion.

According to Anthony Painter, the lead author of the RSA report,


We estimate that the changes we have made would cost up to 1 percent of GDP over and above the current model (including the abolition of personal allowances). This sounds like a considerable sum. However, it is no greater than the change that Gordon Brown [as Labour Chancellor of the Exchequer] made to tax credits and well below cumulative changes that George Osborne [Chancellor of the Exchequer between 2010 and 2016] has made to personal allowances, VAT, inheritance tax and corporation tax despite austerity.18
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Figure 7.2 Marginal tax rates in the RSA’s basic income model compared with actual rates in 2012–13

[image: Image] 2012–13 tax system
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Source: Royal Society of Arts

The RSA also looked at how the National Living Wage, introduced in 2016, and the new Universal Credit might affect operation of a basic income system for specimen families. It found that payment of the living wage (assuming people receive it and are not put on shorter hours) quickly put low-income households out of the range where they might lose from a basic income, making the move to a basic income system even more attractive.

The RSA scheme would give a universal basic income for all resident citizens. EU nationals and nationals of European Economic Area countries living and working in the UK would receive it once they qualified for permanent residence after five years – this was before the Brexit vote – while other migrants would not be eligible. To be entitled to the basic income, all citizens aged 18 and over might be required to register to vote, as a means of strengthening engaged citizenship.

In addition to costing the hybrid basic income scheme mentioned above, Compass too has costed a basic income that would replace most means-tested welfare benefits.19 Depending on the level of the basic income, and the combination of tax increases and cuts in existing benefits, the net cost ranged from an extra £43 billion a year to a saving of £53 billion. Both costings were based on the same adult basic income of £73.10 a week, £151.20 for those aged 65 and over and £44.30 for children up to age 18; the big saving in the second case resulted from abolition of the personal tax allowance, which was retained in the first case. Compass calculated that the basic rate of income tax would have to rise to 30 per cent, with a (single) higher rate of 50 per cent. Still, these rates are no higher than, or are well below, those levied, including by Conservative governments, prior to successive income tax-cutting budgets by the Thatcher government in the 1980s.

However, there would be a large number of low-income losers under this Compass scheme, mainly because the payment for children would not compensate for loss of other benefits. The authors took the view that introducing a full-blown basic income scheme in the UK that eliminated, or nearly eliminated, losers among the poorest 30–40 per cent would currently be politically impossible, costing £15–20 billion or about 1 per cent of GDP and requiring even bigger increases in tax rates.

The RSA, by contrast, attempts to minimize the number of low-income losers by redistributing resources to families with pre-school children, though it acknowledges that some households, notably lone parents with school-age children, could be worse off. However, the Compass authors did see a hybrid scheme as a realistic step towards a full basic income system at some point in the future.

All these simulations should be treated as illustrative. Nevertheless, they demonstrate that shifting to a basic income system could be made feasible and affordable. Even accepting the ‘strict revenue neutrality’ constraint, that a basic income should be funded from personal income taxes and offsetting savings in the welfare budget, increases in tax rates could be kept within reasonable bounds and losers at the lower end of the income spectrum minimized or compensated. Meanwhile, the vast majority in the bottom two deciles of the income distribution would gain, and there would be modest reductions in income inequality.

That said, if basic income could be financed in part from reductions in non-welfare spending programmes, including cuts in regressive subsidies and selective tax breaks, tax rates might not need to rise by much, if at all. And this does not take account of possible new sources of finance, such as a sovereign wealth fund, a carbon tax or a financial transactions tax.

Housing Costs

Most basic income calculations for the UK envisage needs-based supplements for disability, but have reluctantly concluded that housing costs would have to be treated separately, as the existing social security system does now. In his 1942 blueprint for the welfare state, Sir William Beveridge confessed himself unable to solve ‘the problem of rent’ in setting contributory benefit levels; paying a flat-rate allowance for housing would leave people in expensive areas unable to pay the rent while people in cheap areas would have money left over. Paying individual housing costs would give people an incentive to move to expensive accommodation on retirement, when they qualified for the state pension. In the end, the post-war government decided to meet actual housing costs but to means-test claimants needing supplements above national insurance benefits based on contribution records.

The ‘problem of rent’ is much worse today. In the early years of the welfare state, 60 per cent of the population lived in privately rented accommodation subject to strict rent controls, and an ambitious council house building programme was underway. Now, area differences in rents and house prices are much greater, rents in the private sector have soared, and the sale at a discount of council and social housing has resulted in a massive shortage of affordable homes. The cost of means-tested housing benefit has ballooned to some £25 billion a year.

While Britain’s housing crisis needs to be tackled through urgent measures to boost affordable supply, it poses a difficulty here and now for the design of social protection systems. The basic income costings summarized above all assume continuation of the current means-tested housing benefit in broadly its present form, at least for the time being. The one saving grace is that, if the basic income is taken into account in the means test, fewer people will be dependent on this complex, administratively expensive and steeply tapered scheme.

The RSA has proposed (but not costed) three possible solutions to ‘the problem of rent’ that would be more compatible with basic income principles. One would be to limit the taper so that housing benefit recipients would ‘pay’ (in lost benefit and higher taxes) no more than the top marginal rate of tax if they earned extra income. A second would be to hand over all housing-related spending to local authorities, which could adapt policy on building, rents and benefits to local circumstances. The third would be to pay a ‘basic rental income’ to everyone who rents rather than owns a property, financed by a land value tax.

Of course, the UK housing situation is not unique. Other countries too face similar problems, especially the lack of affordable housing in the big cities and wide regional and urban/rural variations in housing costs. However, a number of northern European countries such as Germany, Sweden and France opted for more generous earnings-related social insurance benefits that enable most people to cover their rent. One comparative study showed that Britain ranked ninth out of ten countries when calculating housing benefit plus unemployment benefit and income support as a percentage of average income.20 The ‘problem of rent’ may thus be less of a problem for the design of basic income schemes in other countries.

Affordability in Other Countries

As early as 1985, the Dutch Scientific Council for Government Policy proposed a partial basic income scheme, which it found to be eminently affordable. There have also been estimates of the fiscal cost of introducing a basic income in Belgium, Canada, France, Germany, Ireland, Spain and South Africa. In New Zealand, Gareth Morgan and Susan Guthrie concluded that a flat tax of 30 per cent was sufficient to pay a basic income for adults of NZ$11,000 per year, and a lower one of NZ$8,500 for youths aged 18–20.21

In the United States, Andy Stern has proposed that every American adult (234 million people) should receive a basic income of $1,000 a month, which is roughly the federal poverty line. He estimates the gross cost at $2.7 trillion a year, about 15 per cent of GDP. To pay for it, he would save $1 trillion a year by ending most existing anti-poverty programmes, including food stamps ($76 billion), housing assistance ($49 billion) and the Earned Income Tax Credit ($82 billion).22 He would cut military spending and phase out most tax breaks, which cost $1.2 trillion a year. He also favours a federal sales tax, a financial transactions tax (which ten European Union member countries have in the works) and perhaps a wealth tax.

The affordability issue essentially comes down to two sets of choices – how high should the basic income or social dividend be, and what are society’s fiscal priorities? There is nothing sacrosanct about existing tax systems, most of which are excessively complex and highly regressive. And this is without counting the enormous sums that are lost to government coffers through tax avoidance and evasion.

As one commentator pointed out, the Panama Papers showed that the US could afford a basic income because they revealed the extent to which the rich were avoiding tax.23 The Tax Justice Network has estimated that the global elite has between $21 trillion and $32 trillion stashed in zero- or low-tax jurisdictions, depriving countries of $190 billion to $280 billion in revenues.24 Meanwhile, they are receiving a lot of ‘something for nothing’, since they gain from public infrastructure and services, property rights conferred on them by government and international regulations, and so on. Separately, the International Monetary Fund (IMF) reckons that the shifting of profits to tax havens by multinationals has led to lost government revenues of $600 billion a year.


A PROFESSOR’S TEASER

Here is an interesting teaser from Harvard economics professor Greg Mankiw, in a blog post entitled ‘A quick note on a universal basic income’.25

Consider an economy in which average income is $50,000 but with much income inequality. To provide a social safety net, two possible policies are proposed. Which would you prefer?

— A universal transfer of $10,000 to every person, financed by a 20-percent flat tax on income.

— A means-tested transfer of $10,000. The full amount goes to someone without any income. The transfer is then phased out: You lose 20 cents of it for every dollar of income you earn. These transfers are financed by a tax of 20 percent on income above $50,000.

I have seen smart people argue as follows: Policy A is crazy. Why should Bill Gates get a government transfer? He doesn’t need it, and we would need to raise more taxes to pay for it. Policy B is more progressive. It targets the transfer to those who really need it, and the transfer is financed by a smaller tax increase levied only on those with above-average incomes.

But here is the rub. The two policies are equivalent. If you look at the net payment (taxes less transfers), everyone is exactly the same under the two plans. The difference is only a matter of framing.



The professor’s argument is logically sound, although in practice the two policies are not equivalent. Means testing necessarily involves administrative costs for the state, and personal costs for the claimants, that reduce the value of any payment below its nominal value. Means-tested benefits are also uncertain and unstable, because the earned income on which they are based is uncertain and unstable. So, while the exchequer cost of the two policies may be equivalent, the value to recipients is not. All the more reason to go for the non-means-tested universal payment and claw it back from higher earners through the tax system.

Dynamic and Feedback Effects

A fundamental drawback of both back-of-the-envelope exercises and simulation models is their essentially static approach, ignoring the potential dynamic effects of basic income on economic activity. For instance, as noted earlier, a basic income would remove the disincentive posed by poverty and precarity traps to take low-wage jobs, increase hours of paid labour or push for higher pay. This ‘moral hazard’ (discouraging people from doing what they would otherwise wish to do) has a treble cost: the continuation of dependence on low state benefits, the economic output foregone, and the loss of tax and national (social) insurance contributions that would flow into national coffers.

The current means-tested system also creates a huge immoral hazard, tempting people in and around the precariat to enter the black economy, thereby avoiding tax and national insurance contributions altogether. Since a basic income would not be lost when people took jobs, there would be less incentive to conceal extra earnings, again producing additional tax revenues. The economic benefits from increased activity, and higher tax revenues generated by a dramatic reduction in the implicit marginal tax rate for low-income earners, could be expected to more than outweigh any adverse impact (if indeed there was one, which is doubtful) from moderate increases in tax for higher-income earners. A study by the London School of Economics Centre for Economic Performance concluded: ‘Theory and evidence both show that the level of work of high-paid employees hardly responds to changes in tax rates.’26

Then there are other feedback effects, as noted in Chapter 5. A basic income leads to better mental and physical health, lowering demands on health and social services. This should produce cost savings, releasing more funds for basic income or improved services.

Other Sources of Finance

A widely held and appealing idea is to help fund a basic income through the proceeds of a carbon tax to discourage emissions of greenhouse gases that cause climate change.27 Calculations for the US by the Citizens’ Climate Lobby suggest that a $15 per ton carbon tax could raise $117 billion a year, which, after various adjustments, could finance a yearly dividend of $811 per household ($323 per person).28 A majority of households would gain (the dividend would outweigh price increases due to the carbon tax) and the impact would be highly progressive, with low-income households gaining proportionately more. High-income households would lose on average but relative to income the losses would be negligible.

A more traditional proposal is a land value tax. Thomas Paine envisaged funding for his scheme coming from a ‘ground rent’ charged to property owners. Henry George campaigned for a land rent levy to finance a basic income. Land taxes would be progressive, since land ownership is broadly in line with income and wealth. And in principle they could raise large sums. According to estimates cited by The Economist, a land value tax of 5 per cent charged on all US land would raise over $1 trillion, enough to pay every American $3,500 a year.29 This is an attractive idea, especially since property taxes in most countries are a mess, often regressive and in need of reform. But the political difficulties of introducing such a tax would be considerable.

Wealth taxes, inheritance taxes, a tax on financial transactions and a tax on robots have all been mentioned as possible sources of finance for a basic income. Another suggestion is for Google, Facebook and other corporations to pay for the data users now provide for free, from which they make the bulk of their profits, which could then be shared out as a basic income.30

In Denmark, an ingenious funding mechanism has been proposed by the SamfundsTanken (The Society Thought Think-Tank) run by Soren Ekelund, a venture capitalist.31 This could be called a ‘social venture fund’ approach. The local council would offer to pay part of employee wages as a basic income (which would also be paid to those without jobs) if firms agree to a profit-sharing deal with the council. This would boost profits (because the firm would pay out less in wages), which (through the profit-sharing arrangement) would generate funds for the council to finance the basic income. It is a complex scheme, but is illustrative of the ingenuity that could shape a new system.

Sovereign Wealth Funds and Social Dividends

The financing option favoured by this writer would be to fund a basic income from the construction of sovereign wealth funds, along the lines of the Alaska Permanent Fund or the Norwegian Pension Fund. This option, which draws on the work of Nobel Prize winner James Meade in his book Agathatopia, would allow a country to build up the fund over the years and raise the amount paid out as basic income, or social dividend, as the fund developed.32 Viewed as a rightful share of income flowing from our collective wealth, the social dividend approach is politically attractive since it would not require either dismantling existing welfare systems or raising taxes on earned income.

The Alaska Permanent Fund was pioneered by Jay Hammond after he was elected Republican governor of the US state of Alaska in 1974. Set up in 1976, it receives one-eighth of state revenues from oil production. The payment of universal ‘dividends’ from the fund to all legal residents of Alaska finally started in 1982. This model has long appealed to advocates of basic income within the BIEN community and can be regarded as a nascent fund for payment of either basic capital grants or basic incomes.33

Others favouring a sovereign wealth fund approach include Peter Barnes, who has suggested a ‘Sky Trust’ modelled on the Alaska Fund that would be financed by charging fees to companies for using ‘universal assets’. These would include both natural assets (air, water, minerals and other resources) and socially built assets, such as the intellectual property regime and the legal and financial infrastructure. Barnes estimates that charges on universal assets, including pollution taxes, taxes on extraction of natural resources, fees for use of electromagnetic spectrum, a tax on financial transactions and a levy on royalties and licence fees from intellectual property, could finance a dividend of $5,000 per person per year across the United States.34

In the UK, Stewart Lansley has suggested paying a basic income from a ‘social wealth fund’ financed by a charge on share ownership.35 He calculates that a 0.5 per cent annual levy on ownership of shares in the top 100 companies quoted on the UK stock market would raise over £8 billion, while a 1 per cent levy would raise twice that. More than half these sums would be a charge on overseas owners.36 This writer has proposed a levy on rental income from private ownership and exploitation of all types of property – physical, financial and intellectual – that would be used to build the fund.37

The governance structure would need to be democratic and run on ethical principles, ensuring inter-generational equity by making the fund sustainable long after revenue sources have been depleted. The importance of ethical governance, exemplified by the Norwegian Pension Fund, is highlighted by a deplorable UK government proposal in 2016 to set up a Shale Wealth Fund.38 The fund would receive up to 10 per cent of the revenue generated by fracking (hydraulic fracturing) for shale gas, which could amount to as much as £1 billion over twenty-five years. This would be paid out to communities hosting fracking sites, which could decide to use the money for local projects or distribute it to households in cash.

It is hard to avoid the conclusion that this is a bribe to secure local approval of environmentally threatening fracking operations, to which there has been considerable public opposition. Beyond that, there are many equity questions. Why should only people who happen to live in areas with shale gas be beneficiaries? How would the recipient community be defined? Would the payments go only to those living in the designated community at the time the fracking started? Would they be paid as lump sums or on a regular basis, and how long would they last? What about future generations? Can cash payments compensate for the risk of harm to the air, water, landscape and livelihoods?

All these questions cast doubt on the equity and ethics of any selective scheme. They underline the need for the principles of wealth funds and dividends from them to be established before they are implemented, and for a governance structure that is independent from government and business. But provided these conditions are fulfilled, this route constitutes a proven and viable way to help finance basic income or social dividends. Not to develop sovereign wealth funds, or to use them for opportunistic and regressive political purposes, would be another road not taken.

Affordability Is Political

The affordability criticism is superficially appealing to those who wish to oppose a basic income. But ultimately, the issue is a political one. Tax rates in industrialized countries are historically very low, and there is no reason to think they are at an optimal level. In addition, selective tax breaks and the very extensive range of regressive subsidies given out by governments and supra-national bodies are vast and mostly unjustifiable, morally or economically.

At the same time, the existing welfare system is complex, inefficient, morally dubious and very expensive. In many countries poverty is increasing. And inequality is rising rapidly, with an extraordinary growth in the rental income going to elites, plutocrats and plutocratic corporations.39 A large part, or even all, of the funds for a basic income could come from obtaining for society enough of this huge rental income that comes simply from ownership of income-yielding property of all kinds. Those who claim that a basic income could only be afforded by slashing social services or sharply raising income tax rates are misleading, deliberately or naively.

In the end, the issue of affordability comes down to the priority society gives to social justice, republican freedom and economic security. In those terms, not only is a basic income affordable; we cannot afford not to afford it.
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‘Obviously any program that provides income without linking it to work will discourage work to some extent.’

MICHAEL TANNER, CATO INSTITUTE, 20151



Is it so obvious? A remarkable number of commentators and social scientists lose their common sense when it comes to talking or writing about work. While every age throughout history has drawn arbitrary distinctions between what counts as work and what does not, ours may be the most perverse.

Only in the twentieth century did most work that was not paid labour become non-work. Labour statistics persist in this travesty. ‘Work’ is counted only if it is for pay, in the marketplace. A century ago, Pigou famously pointed out that if he hired a housekeeper, national income went up, economic growth increased, employment rose and unemployment fell. If he subsequently married her, and she continued to do precisely the same activities, national income and growth went down, employment fell and unemployment rose. This is absurd (and sexist).

The absurdity continues today. A parent who looks after their own child is doing just as much ‘work’ as someone who is paid to look after the child of another (and is probably more ‘productive’ as well). And the growing ‘gig’ economy offers many more examples of activities that are treated differently depending on whether they are paid. For instance, dog-owners can use an app, BorrowMyDoggy, to hire someone to walk their dog or to ‘dog-sit’. For statistical purposes, a recreational pursuit, dog walking, becomes ‘work’, walking someone else’s dog. This increases national income and employment, to the delight of governments. By walking your own dog (or looking after your own child), you are doing a disservice to the economy!

Meanwhile, the amount of other, very real but unpaid work is extensive and rising. In the UK – and it is similar in other countries – the unremunerated economy (caring for children and the elderly, housework, voluntary work in the community and so on) is estimated to be worth well over half the size of the money economy.2

Even these estimates do not count the ‘work’ we all do in our dealings with government (filing tax returns scarcely counts as ‘leisure’), as consumers (self-service checkouts) and in what I have called ‘work-for-labour’, unpaid work around jobs or job seeking, which has expanded with ‘always on’ connectivity. The precariat in particular must do a lot of work (in their eyes) that is not counted or remunerated – hunting for jobs, enduring complex time-consuming recruitment processes, waiting for on-call labour, queuing and form-filling for meagre benefits of some kind.

This is relevant to assessing the actual and potential impact of basic income on work and labour. A common claim is that paying people a basic income would lead to ‘laziness’ and – which is not the same – a lower supply of labour. In that context, there has been a seemingly interminable philosophical debate about whether ‘lazy’ people should receive a basic income. The classic image is a young man surfing the waves off Malibu. Yet it is doubtful whether this young man could rely on what would be a modest basic income to develop a good life that would allow him to continue surfing for very long.

Most people would want to earn more if they could. And if a few individuals chose to surf all day and live on the basic income alone, it would cost the state vastly more to chase them up and force them to do ‘work’ of some kind. Moreover, many of the greatest minds and greatest artists were ‘idle’ in their youth, sometimes enabled to be ‘idle’ by the ‘basic income’ provided by or inherited from well-to-do parents. Had they been forced into workfare or some tedious job, their creative genius might have been lost to us.

My contention is that a basic income would increase both the amount and the productivity of ‘work’, and could also increase the quality of ‘leisure’, in the ancient Greek sense of schole. This term, from which the English word ‘school’ is derived, meant being free from the necessity to labour, which Aristotle argued was a necessary condition for full participation in cultural and political life. That aside, would it be so bad – socially, economically and ecologically – if some people took advantage of a basic income to reduce the amount of labour and/or work?

Long hours of labour are not necessarily conducive to productivity, quality of output or service, or decision making; indeed, there is plenty of evidence that long hours are counterproductive, as well as damaging to health.3 I would like my dentist or surgeon to be fresh and rested. This applies to more mundane activities as well.

In addition, if a basic income did reduce the amount of labour supplied, the group most likely to do so would be those with relatively low potential productivity and earning power. The loss to the economy, if any, would thus be small. The debate should also be put in the context of concerns about a ‘workless’ future, discussed in Chapter 5. Exaggerated or not, the predictions of the technological pessimists would relegate to the margins any likely change in labour supply due to basic income.

Tertiary Time

We have been moving away from societies and production systems based on ‘agrarian time’, where patterns of labour and work are dictated by the seasons, weather and light, or on ‘industrial time’, where labour is dictated by the clock and measured in blocks of time. Under ‘industrial time’, it made sense to think that labour involved clocking in and out for eight or nine hours a day for five or six days a week, for forty or more years, followed by a block of retirement, if lucky.

The twenty-first century will be dominated by what should be called ‘tertiary time’, in which activities labelled ‘work’ and ‘labour’ blur into each other, being done on and off formal workplaces and in and outside designated working time. This blurring makes the measurement of labour increasingly arbitrary and misleading – which makes the measurement of wage rates increasingly arbitrary as well.

People will be paid by firms, employment agencies or labour brokers for only part of the work they do. For most of us, the ratio of work (unpaid) to labour (paid) will probably rise. Those benefiting from this unpaid work are in effect gaining rental income from a much enlarged form of exploitation.

This provides another justification for a basic income, paid to everybody to compensate for the work they do that is fundamentally social in character, and financed from the rental income of the individuals and firms that derive the benefit. They may have no intention to exploit in this way; it is just impossible to measure and properly remunerate all the work-for-labour that tertiary time entails.

Would a Basic Income Reduce or Increase Work?

Before coming to the empirical evidence, the first thing to say is that today’s means testing and behaviour testing for entitlement to state benefits create very strong disincentives to taking low-wage jobs. Critics who claim that a basic income would reduce ‘work’ (by which they mean paid labour) rarely acknowledge the extent to which current schemes do so.

Yet it is intuitively obvious that someone is more likely to take a job if assured of keeping, say, 68p of every pound earned, as would be the case with a basic income, than if they received only 20p, the current situation in Britain (especially since that 20p could easily be eaten up by the extra costs of having a job – transport, childcare, suitable clothes and so on). And someone obliged to work for a gain of just 20p in the pound might be more inclined to do the job shoddily or resentfully.

If incentives matter, the basic income route is surely to be preferred. A basic income would overcome the poverty trap that results from withdrawal of means-tested benefits, as well as the associated precarity trap that in part reflects fears of being unable to recover access to benefits if needed. It would thus encourage people with low skills to enter the labour market, and to enter the legal part of the labour market rather than the black economy. It would also enable people to take part-time jobs without fear of losing benefits, which would be especially helpful for people with care responsibilities or those with disabilities unable to commit to full-time jobs.

Turning to the empirical evidence, many critics base their claim that a basic income would reduce ‘work’ on a series of local US experiments in six states conducted between 1968 and 1980, plus the well-known Mincome experiment in Canada in the 1970s. In fact, these were negative income tax experiments that gave people on low incomes something close to a basic income. Standard labour force data were gathered, which led economists such as Gary Burtless to conclude that the basic income led to a modest reduction in work.4

However, these data, which have been the subject of an extraordinary volume of econometric analysis, referred only to paid employment or to job seeking, not to the many other forms of work. Someone working fewer hours in a job to spend that time looking after a child or elderly relative was automatically adjudged to have reduced their ‘work’. Moreover, as Burtless admitted, a negative income tax rewards the under-reporting of labour and earnings because the lower the declared earnings the higher the income supplement. This ‘immoral hazard’ means the perceived reduction in labour supply may have been spurious.

The conceptual defect of these analyses aside, it is noteworthy that the measured effects were small. One excellent review of as many of the studies as he could locate, several hundred of them, led Karl Widerquist to conclude that the impact on labour supply was mostly statistically insignificant or so small as to be of no serious concern to policymakers.5 Yet the studies have been extensively cited as showing a reduction in work.6

At best, they showed small cuts in paid labour for some groups, notably mothers with young children and teenagers still at school. In the Canadian Mincome experiment, ‘mothers with newborns stopped working because they wanted to stay home longer with their babies, and teenagers worked less because they weren’t under as much pressure to support their families, which resulted in more teenagers graduating’.7

Similarly, the US experiments found that people took the opportunity to better their lives, including studying for a degree and setting themselves up in business. There were double-digit increases in high-school graduation rates in New Jersey, Seattle and Denver.8 As Michael Howard, a long-standing basic income advocate, has pointed out, ‘People withdrew from the labour market, but the kind of labour market withdrawal you got was the kind you would welcome.’9 One could say they switched from labour to work. Does this sound like reducing work, let alone being a bad outcome?

In two experiments the main apparent change was a slight increase in the length of time some people spent unemployed. However, this should not be interpreted as ‘laziness’; it might have had a beneficial longer-term effect in enabling them to find a job better suited to their needs and capabilities.

Others who assert that a basic income would reduce work have relied on intuition and/or have taken a moralistic view – the ‘something for nothing’ argument. As one commentator put it, ‘Giving someone a material compensation without something of value produced in exchange is questionable from economic, social and ethical standpoints.’10 Yet this is to assume that only labour in the marketplace has value, which is clearly nonsense. All forms of ‘work’ have value, even if it is hard or impossible to put a figure on it.

Some critics go further than simply arguing that a basic income would reduce labour and work. The French Catholic neo-conservative Pascal-Emmanuel Gobry has conjured a vision of a future dystopia in which basic income leads to millions of people ‘listing away in socially destructive idleness’ with ‘the consequences of this lost productivity reverberating throughout the society in lower growth and, probably, lower employment.’11 There is no evidence to support any such assertion. It is an insult to the human condition. We want to improve our lives if we can, rather than live on a bare minimum.

Barbara Bergmann is another who has claimed that a basic income, at a ‘comfortable’ level, would ‘dis-incentivise work’. Then, she argues, a reduction in the labour supply would reduce tax revenues, leading governments to raise tax rates, so discouraging paid work further.12 Again, there is no evidence to support this view.

Opinion polls in a number of countries have found that when people are asked if they would reduce work and labour if they had a basic income, the overwhelming majority say they would not. However, when asked if other people would reduce work and labour, they tend to say others would. Other people are lazy, but not me! There is also a presumption on the part of critics that people on low incomes will reduce labour and work in response to a basic income, whereas they presume no such thing for richer people. After all, billionaires such as Bill Gates, Warren Buffett and Mark Zuckerberg still work, though they certainly do not need the income!

Billionaires aside, a 1999 study of lottery winners showed that all had continued (or wished to continue) work of some kind. However, only a small minority were still in the jobs they had before. Instead, most were doing work, both paid and unpaid, that they enjoyed. And in a series of studies that asked people what they would do if they won the lottery, a clear majority said they would go on working but not necessarily in their present jobs.13 Whether they preferred to continue what they were doing depended, not surprisingly, on how much they liked their jobs independently of the money they were earning. People in the professions and the ‘salariat’ were far more likely to say they would continue in the same job or occupation than those lower down the social scale, who could be presumed to have more boring or unpleasant jobs and expressed lower job satisfaction.

A poll ahead of the June 2016 referendum on basic income in Switzerland asked people if they would cease their economic activity if a basic income were in place.14 Only 2 per cent said they would, in the context of a suggested basic income of 2,500 Swiss francs per person – which most people would regard as ‘comfortable’. However, a third thought others would! Over half said that if they had a basic income they would take the opportunity to obtain training, and over a fifth said they would try to go independent. Forty per cent said they would do some or more voluntary work, and 53 per cent said they would spend more time with family. Basic income is not about giving people money to do nothing, but giving them an opportunity to do what they wish and are able to do.

It should also not be forgotten that even if some people reduced their labour supply in response to a basic income, others could be expected to increase it. There has been a tendency to focus exclusively on the alleged negative effects.

This leads to the less-considered claim by advocates that basic income would tend to increase the amount and quality of work. There is cross-national psychological evidence to support this view.15 In a series of experiments, it was found that people with basic security tended to work more, not less. They were also more cooperative, which suggested that the work group would be more productive. Having basic security gives people greater confidence, energy and trust in others to work more and better.

Such effects are likely to be particularly strong in low-income communities. Thus, in the Namibian basic income pilot discussed later, overall economic activity rose after the basic incomes started.16 In the larger pilots in Madhya Pradesh, work and labour among adults increased, particularly in the case of women; this was largely because many recipients started secondary economic activities, mostly on an own-account basis.17 School-age children were the only group where labour declined. Some shifted to full-time schooling and some to schooling combined with helping in a family farm or business, two types of work that disrupted their studies less than the old pattern of casual wage labour.

These findings may be dismissed by those only concerned with what would happen in rich industrialized countries. But the behavioural responses are likely to be similar. People usually want to improve their lives from the position they are now in. If you can say that about yourself, would you not expect that to apply to others?

Work and Labour in the Precariat

An important theme in the debate on basic income is the breakdown of the twentieth-century income distribution system linking incomes and state benefits to the performance of labour, with roughly stable shares of national income going to labour and capital. Today, increasing numbers of people cannot obtain an adequate income from the work and labour they are required or expected to do, however hard and long they work.18 Globalization, technological change and ‘flexible’ labour markets mean that real wages in industrialized countries, on average, will stagnate for the foreseeable future, leaving many in the precariat permanently trapped in the low pay/benefit nexus.

Some critics of basic income contend that labour’s share of national income has fallen only in countries where unions are weak and that, if they were strengthened, wages and worker living standards would rise.19 The trouble with that argument is that the labour share of national income has fallen even where unions and collective bargaining systems have remained relatively strong, as in Austria.

A basic income would underpin the total income gained by the precariat. It would also enable those on low incomes to do odd jobs for other low-income people for a modest amount. At present, potential suppliers of labour cannot afford to work for a small sum, especially if they risk losing means-tested benefits, while potential clients cannot afford to pay the worker the going rate. A basic income would facilitate low-income trades and help take them out of the black economy.

The Sexual Division of Labour and Work

One controversial aspect of basic income has been the effect on the work patterns of men and women. Some critics such as Ingrid Robeyns have claimed that it would strengthen the traditional dualism by which women are ‘relegated’ to domestic work.20 But there is no reason to think this would be the case. If women had their own basic income, they would have greater economic security and be in a better position to decide their own mix of work and labour. Thus Carole Pateman has argued that a basic income would reduce the sexual division of labour, as have Ailsa McKay, Anne Alstott, Kathi Weeks and others.21

It cannot be presumed that an individual basic income paid separately to women and to men would overcome the many gender inequalities within households or families. But it would surely help. All countries at present assess social protection needs with reference to households rather than individuals. This ignores gender inequality within households that can restrict women’s access to money, even if the household is ‘well-off’ on paper.

Women’s need for independent access to money as a basic protection, no matter how wealthy their partners might be, has been pointed out time and again over the past forty years by the movement against domestic violence and rape. One of the strongest findings from the negative income tax experiments in the United States was that the payments gave some women the means to end abusive relationships and become independent. (Ironically, a steep apparent increase in marital break-ups in two of the experiments – later shown to be a statistical error – was a major factor in killing political support for guaranteed income in the US.)

The assessment of household-based benefits also involves a high level of state intrusion into people’s personal lives. In Britain, women members of claimants unions active in the 1970s demanded that welfare be paid on an individual basis (and also called for a basic income) to stop the state ‘rifling through their drawers’.22

A basic income paid to everybody would enable caregivers, mostly women, to replace their own work with paid labour if they wished, and would enable ‘care-recipients’ relying on the gift work of relatives to purchase care labour services. In Brazil, the bolsa família cash transfer scheme has boosted women’s economic activity outside the home by helping to pay for childcare and fares for public transport. In many developing countries, a basic income would also increase women’s ability to claim equal priority for healthcare, counteracting the tendency to give priority to ‘the breadwinner’. Better healthcare would enable women to do more work and, if they chose, more paid labour, simply because they would have less ill-health. This is another instance of a basic income not ‘obviously’ diminishing the incentive to work.

One form of labour that basic income would likely reduce is prostitution or sex service work. Of course, trafficking and forced prostitution should be punished. But outlawing or penalizing sex service work per se is illiberal and counterproductive. Criminalizing either side of the arrangement is a recipe for worse forms of exploitation and for driving such activity underground. However, a basic income would strengthen sex workers’ bargaining situation and be an emancipatory way of helping those wanting to escape such work to do so.

Finally, in response to the claim that a basic income would involve no ‘reciprocity’, giving income for nothing in return, a legitimate feminist retort would be that, traditionally, men have been free-riders on unpaid domestic work done mostly by women. A basic income would be justified to compensate for this work.23 Once again, the structured unfairness reflects the arbitrary prioritization of paid labour over unpaid work. A basic income would help to rectify this lack of reciprocity, even more so if it involved a slight ‘tax’ on wage income to compensate for work that is not paid.

The ‘Right’ to Work

It has long been contended that there is a ‘right to work’. Is there such a right? And if so, how would a basic income affect it? The first step in answering these questions is to clarify what a ‘right to work’ means. Rights are about advancing and defending human freedom, and by definition are universal and inalienable. And if something is a right there is a corresponding duty (normally of governments) to ensure that the right is upheld or to work towards that goal. It follows that a ‘right’ has to be something that can, at least in principle, be delivered.

What is it that proponents of a ‘right to work’ think should be delivered? By ‘work’ they usually mean paid jobs in subordinated employment. Yet a ‘right’ to labour for an employer is scarcely freedom-enhancing. It is more like an obligation. A right to work only makes sense if interpreted to mean a right to a freedom to develop one’s creative, productive and ‘reproductive’ capacities. And a right to work in this sense can be honoured only if an individual has a prior right to a basic income, because only a basic income can give to everybody the freedom and security to develop their talents and do the mix of work, paid and unpaid, that they wish.

The evolution of the notion of the right to work is instructive. Asserted by the utopian socialist Charles Fourier in the early nineteenth century, the ‘right to work’ was subsequently dismissed by Karl Marx, who commented that under capitalism it was ‘an absurdity, a miserable pious wish’. Later, Pope Leo XIII enshrined the right to work in his famous encyclical Rerum Novarum (On the Conditions of Labour) of 1891. Issued at a time of growing worker discontent all over Europe, and the associated rise of international socialism, it was a paternalistic response to the ills of unbridled capitalism that counter-balanced the ‘right to work’ with a series of duties workers owed to their employers.

In the twentieth century, the idea of a ‘right to work’ soon became entangled with an alleged ‘duty to labour’. This reached its apotheosis in the Soviet Union but was echoed in the West by Pope Pius XII’s nonsensical statement in 1941 that labour was both a right and a duty of everybody. The elision of ‘right’ and ‘duty’ continues today with arguments for ‘no rights without responsibilities’ and ‘reciprocity’, by which is meant the duty of people receiving benefits to do or seek labour in return. This negates the very idea of a right since a right cannot be conditioned on reciprocity.

After the Second World War, the ‘right’ was formalized in Article 23 of the Universal Declaration of Human Rights of 1948, as follows: ‘Everyone has the right to work, to free choice of employment, to just and favourable conditions of work and to protection against unemployment.’ This commitment coincided with a sudden faith in the ability, and thus duty, of governments to create ‘full employment’ (which really meant ‘full employment’ of men).

The International Labour Organization went a step further in its Employment Policy Convention No.122 of 1964. Although the Convention did not include an obligation on governments to commit to a ‘right to work’ in those words, it was subsequently interpreted that way. In 1983, the ILO’s Employment Committee said: ‘The promotion of full, productive and freely chosen employment provided for in the Employment Policy Convention and Recommendation, 1964, should be regarded as the means of achieving in practice the realization of the right to work.’

At the highest international level, therefore, employment and work were treated as synonymous. Nor was the distinction recognized by the Soviet Union, with its rigid doctrine about everybody’s obligation to labour, or by social democratic or labour parties, with their adherence to labour values, or by the Catholic Church, with its paternalistic approach to poverty.

Once faith in Keynesian macroeconomic tools and social democratic social policies began to crumble, from the second half of the 1960s onwards, the ‘right to work’ tended to be treated with more circumspection. The United Nations’ 1966 International Covenant on Economic, Social and Cultural Rights was more detailed and nuanced than the 1948 Declaration, stating: ‘The States Parties to the Covenant recognize the right to work, which includes the right of everyone to the opportunity to gain his living by work, which he freely chooses or accepts, and will take appropriate steps to safeguard his rights.’

The Catholic Church too modified its pronouncements. In 1981 Pope John Paul II had issued the encyclical Laborem Exercens (Performing Work), which reiterated the confusing claim by Pope John XXIII in 1963 that there was a ‘natural right’ of employment. However, the muddle arising from equating employment with work was recognized in Centesimus Annus (Hundredth Year), produced in 1991 to celebrate the centenary of Rerum Novarum.

While Centesimus Annus supported the use of labour market policies to curb unemployment, it held back from advocating a right to employment, concluding that ‘the state could not directly ensure the right to work of all its citizens unless it controlled every aspect of economic life and restricted the free initiative of individuals’. And if the state could not guarantee the right to work, then who or what could? The encyclical rightly baulked at the absurd idea that private employers themselves should have a duty to provide jobs.

In 2004, an international group including representatives of relevant United Nations bodies (and including the present writer) drew up a Charter of Emerging Human Rights,24 which embraced the idea of work in all its forms and rejected the notion of a duty to labour. The Charter declared support for a right to existence, under conditions of dignity, comprising rights to security of life, to personal integrity, to a basic income, to healthcare, to education, to a worthy death and to work, defined as:


The right to work, in any of its forms, remunerated or not, which covers the right to exercise a worthy activity guaranteeing quality of life. All persons have the right to the fruits of their activity and to intellectual property, under the conditions of respect for the general interests of the community.



It is surely only in this sense that the ‘right to work’ has meaning. Everyone, irrespective of gender, ethnicity, caste, religion or sexual orientation, should have the right to exercise a ‘worthy activity’ of their choosing and should not be prevented by arbitrary barriers (such as onerous and unnecessary licensing requirements) from practising what they are qualified to do and wish to do.25 Far from being in conflict with the right to work, as some have argued, a basic income is a necessary underpinning. Apart from giving people the means to develop their capacities, a basic income would enable them to refuse jobs they do not wish to do. Ultimately, the right to work must include a right not to work. A desperately insecure person can have no such right.

Participation Income

Ever since debates on poverty and basic income began, some have argued that income support should be conditional on ‘making a contribution to society’. The late Tony Atkinson was a longstanding proponent of a ‘participation income’,26 while something similar was proposed earlier by André Gorz.27 In his recent writings, Atkinson proposed that everybody should receive a basic income, but that in return they should do at least thirty-five hours of ‘recognized’ work activity per week.

The obligation might look fair, but in practice would not be. The condition would not affect those already in full-time jobs and earning a good income, whereas for others who could only do or obtain jobs involving hard manual labour or paying very low wages, the obligation would be arduous, costly and difficult to maintain. The condition would also distort the labour market, pushing wages down at the lower end by increasing the supply of labour, and so impoverishing others who would have done nothing to ‘deserve’ it. That too would be unfair.

The administrative costs of monitoring such a scheme would be enormous, unless it were treated as merely a gesture to gain popular approval and not enforced. And it would leave awkward questions about what activities would count and how they would be counted. Would caring for a frail grandmother count as recognized work? If so, how would the bureaucratic official determine whether someone was caring for her or watching a football match on TV? Would a report from the person receiving the care be required to vouch for it?

The scope for gaming the system would be considerable, as would the scope for discretionary judgements by bureaucrats. Even if recognized work activity were limited to voluntary social work, subjective judgements would proliferate. Would a supervisor want to alienate those doing voluntary work by reporting a person for doing only twenty-five hours rather than thirty-five? In practice, a participation income scheme would be a recipe for multiplying petty unfairness. And, as noted earlier, a right is not a right if it is conditioned on ‘reciprocity’, in whatever form.

The Royal Society of Arts, in its suggested basic income scheme, also proposed a ‘contribution contract’ for recipients aged eighteen to twenty-five.28 Under the non-binding contract, made with friends, family and community, they would agree to contribute in some way in return for the basic income. There would be no monitoring by government, and no sanctions would be threatened if the contracts were not honoured. Such contracts would probably do no harm and might help in the political legitimation of a basic income. But a few people might complain that their nephew or neighbour was not honouring the contract, blotting their character without due process. The idea is best forgotten.

In Praise of More Idleness


‘I meant to do my work today –

But a brown bird sang in the apple tree,

And a butterfly flitted across the field,

And all the leaves were calling me.’

‘I MEANT TO DO MY WORK TODAY’, RICHARD LE GALLIENNE (1866–1947)



Contrary to the preaching of dour labourists, there is nothing intrinsically wrong with a bit of laziness. Great philosophers through the ages have argued in its favour. Aristotle explicitly recognized the necessity of aergia, laziness, for contemplative thought. Bertrand Russell wrote a celebrated essay, In Praise of Idleness. Paul Lafargue, Karl Marx’s son-in-law, authored a subversive book entitled The Right to be Lazy that communists detested because it made the case against forcing everybody to labour more intensively. Today, however, the words ‘idleness’ and ‘lazy’ are used pejoratively to convey indolence, time wasting and drift.

What is wrong with idleness? In modern society, more than ever, we need to slow down and recall the wisdom of Cato when he said, ‘Never is a man more active than when he does nothing.’ We are in danger of losing the capacity to reflect, to deliberate, to ponder, even to communicate and to learn in the true sense of that term.

Many great historical figures, from Galileo to Adam Smith, made their contribution to civilization precisely because they were ‘idle’ in the conventional economic sense.29 Charles Darwin admitted that he was able to embark on his epic voyage on HMS Beagle because he came from a wealthy family whereby he had ‘ample leisure from not having to earn my own bread’. René Descartes said that his breakthroughs that helped revolutionize western philosophy and mathematics were possible only because he ‘had no feeling, thank God, that my circumstances obliged me to make science my profession so as to ease my financial condition’. Of course, what they did should be called ‘work’, but our labour statistics would have treated their unremunerated endeavours as idleness.

In most cases, the later achievements of these ‘gentlemen of leisure’ could not have been predicted. This argues for everybody to have freedom to be idle if they wish. If they have the energy and the talent, their subsequent contribution will be greater. If they do not, there will be little loss to society and the economy.

For example, many people do sport for fun and recreation. Some people are paid handsomely for the same activities, because they are ‘good’ at them. There is a demand for their skills and a market for them. However, it would seem unfair to give public money to selected individuals to do something that they might become ‘good’ at, ignoring the many others whose potential is unknown. Yet this is what the British government does when it uses National Lottery money to fund potential Olympic champions. In effect, it gives them a basic income enabling them to spend as much time as possible on their chosen sport.30

Why not give to others as well (potential winners or not)? Why should other people not have the financial security to develop their capabilities, whatever they might be? The Olympic funding policy recognizes that people need basic security to develop their talents, potential and vocation. But the policy should apply to everybody equally, which is precisely what a basic income would do.

This brief reflection on laziness ends with a caveat. Advocates of a basic income would be making a political and intellectual mistake if they said it would give everybody a ‘right to be lazy’, implying a life of indolence. It is more attractive to see a basic income as facilitating a slowing down – a slow-time movement – and a greater control over time, in which some periods of idleness figure without embarrassment, condemnation or punitive sanctions.

Creative and Reproductive Work

A basic income would allow more people, and not only the well-to-do, to pursue their passions. This would not only be personally satisfying but could yield big dividends for society, through the encouragement of entrepreneurship, through creative endeavour and through socially valuable pursuits at all levels. As John O’Farrell has written,


Anyone who ever created anything did so with a modicum of financial security behind them. That’s why Virginia Woolf needed ‘a room of her own and £500 a year’. For centuries we have tapped the potential of only a small proportion of the British people; the rest have been powerless to initiate or discover where their true talents lay.31



Our societies need people to have more leisure, not only for personal downtime, but for strengthening ties with family and friends and taking part in civic and political life. Unpaid work, from running parent-teacher associations to visiting the elderly, is essential for communities to function and flourish. Yet involvement in voluntary organizations of all kinds has declined almost everywhere, in the US largely (though not wholly) reflecting the increased labour force participation of women who formerly were the main drivers of volunteer bodies.32 A basic income would also enable people to take time for political involvement and debate, helping to restore ‘deliberative democracy’ now sorely lacking in most countries.

Shifting to ‘reproductive’ work such as caring for relatives or work in the community could be expected to have beneficial environmental effects, because it would mean a shift to resource-conserving activities away from resource-depleting ones. Shorter working hours in jobs are correlated with smaller ecological footprints.33 And basic income would allow people to reject or spend less time on what David Graeber calls ‘bullshit’ jobs that they find hateful or meaningless.34

As mentioned in Chapter 2, basic income would also make it easier for governments to impose carbon taxes and other environmental measures designed to curb pollution and mitigate climate change, by compensating people for the extra costs of the goods and services affected or for livelihoods lost or disrupted. Some supporters of the ‘degrowth’ movement see basic income as an integral part of an economic reordering alongside other policies to promote ‘prosperity without growth’, at least in the way it is conventionally measured.35 By making income less dependent on employment, basic income would encourage people to question the drive for jobs at any cost and encourage a rethink on the relationship between jobs, production and consumption.

Disability and Capacity-to-work Tests

Left to last because of their inherent folly are behavioural ‘work’ tests that are increasingly part of conventional social security systems. Governments are faced with the reality that many people have ‘disabilities’ or ‘impairments’ that prevent them from doing work or labour, or make it difficult and costly for them to do so. Yet targeting state benefits on the ‘deserving poor’ leads politicians to try to reduce the number of people eligible for disability benefits by applying ‘ability to work’ tests. These are inevitably arbitrary and discriminatory. They have also sparked public suspicion and hostility towards those with disabilities, as was demonstrated by some very unpleasant physical attacks on disabled people in the UK after the rules were tightened.36

Stricter and more exclusionary rules have been introduced in many other countries in Europe and North America. The US Supreme Court has made it harder for people with disabilities to prove they are unable to work, and has thus contributed to the reduction in entitlement to benefits. Everywhere, work tests have hit those with episodic disabilities such as back pain or depression particularly hard. On a ‘good’ day, they might be judged capable of employment, even though a ‘good’ day may be followed by ‘bad’ ones.

Ability-to-work tests also create a ridiculous moral hazard. If a person tries hard to overcome a disability constraint and is judged ‘able to work’, they may lose benefit and still be unable to obtain a job. If they do not make that effort, they are less likely to lose benefits. So trying to overcome a disability is penalized.

This policy stigmatizes and punishes already disadvantaged people. It would be far better, morally and administratively, to delink income security from behaviour of any kind, and to provide specific disability benefits based on estimated extra costs of living and the lower probability of earnings from employment. This would properly reward a person with any given disability for making an effort to obtain an income from labour. Abandoning ‘ability to work’ tests and instituting an unconditional basic income would increase the incentive to develop the ability to work.

Medical assessments should determine what extra costs of living are associated with specific forms of disability, and what effect these are likely to have on earnings. Then supplements to the basic income could be calculated, based on those extra costs and lower prospective earnings. That would be less stigmatizing and would help those with disabilities to receive a socially just compensation.

Prioritizing Work and Leisure

A basic income set at a modest level is most unlikely to deter work and labour. On the contrary, it is more likely to enhance the quantity and quality of work. It would also give meaning to the ‘right to work’. We must differentiate between work and labour, and between recreation and leisure. All must be recognized and all are needed, not just labour and recreation. That is why the demand to reconceptualize work is Article 1 of the twenty-nine articles of my suggested precariat charter.37

Existing social security systems impose a treble penalty on the valuable work we all do that is not labour: first, we do not get paid for doing it; second, we deprive ourselves of the time that could be used in doing labour that would be paid; and third, we do not build entitlement to contributory social benefits that come from labour but not from most other forms of work. If a basic income helped shift our focus from jobs and labour to other forms of work that we value more, and to forms of leisure that are cultivating, invigorating and/or political, that would be a significant achievement.

Unfortunately, prejudiced perspectives on work have dogged mainstream political discourse. In a House of Commons debate on basic income in September 2016, employment minister Damian Hinds said: ‘Even the most modest of universal basic income systems would necessitate higher taxes … At the same time it would cause a significant decrease in the motivation to work amongst citizens with unforeseen consequences for the national economy.’

He added that a basic income would ‘disincentivise work’ in contrast to the government’s scheduled Universal Credit scheme. That statement was wrong in every respect: the marginal ‘tax’ rate on earnings under the Universal Credit scheme can be over 80 per cent compared with 32 per cent (at current tax and national insurance rates) with a basic income. The minister also failed to recognize that there are other forms of work that are not labour in jobs.

A basic income would increase the incentive and opportunity to do work perceived as most important for the individual. Better still, it might stimulate a desire and ability to enjoy more productive leisure, with more reflective laziness in the spirit of schole. In an economic system based on incessant labour and consumerism, we need to slow down. A basic income would encourage us to do so.
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What are the main alternative policies to basic income that have been proposed or implemented to address today’s crises of economic insecurity, inequality and poverty? This chapter discusses a national minimum wage and its ‘living wage’ variant; contributory social insurance (national insurance in Britain); means-tested social assistance; subsidized food and other basic goods, including vouchers and food stamps; workfare and welfare-to-work schemes; and tax credits, including the UK’s misnamed ‘Universal Credit’ now being rolled out. Each has been touted as a better option than basic income and all are currently in practice in developed economies across the globe.

A fair comparison requires that they be judged on the same criteria. In each case, the following questions should be posed: Does the policy improve social justice, as discussed in Chapter 2? Does it offer a way to enhance freedom, in the republican sense defined in Chapter 3, or does it offend it? Does it reduce inequality, again in the broad sense outlined in Chapter 4, or increase it? Does it extend socio-economic security or deepen the insecurity? Does it substantially reduce poverty? All these questions must be considered in the context of globalization, the technological revolution and the neo-liberal economic policy framework that has been shaping the global market economy.

The social justice principles outlined in previous chapters provide a useful checklist for evaluating any policy. To recall, these are:


The Security Difference Principle – a policy is socially just only if it improves the security of the least secure groups in society.

The Paternalism Test Principle – a policy is socially just only if it does not impose controls on some groups that are not also imposed on the most free groups in society.

The Rights-not-Charity Principle – a policy is socially just if it enhances the rights of the recipients of benefits or services and limits the discretionary power of the providers.



To these can be added two more:1


The Ecological Constraint Principle – a policy is socially just only if it does not impose an ecological cost borne by the community or by those directly affected.

The Dignified Work Principle – a policy is socially just only if it does not impede people from pursuing work in a dignified way and if it does not disadvantage the most insecure groups in that respect.



Each policy should be evaluated with these principles in mind. Of course, there are trade-offs in some cases, but we should be wary of any policy that demonstrably runs counter to them.

Statutory Minimum and ‘Living’ Wages

Almost all governments in the globalization era have curtailed collective bargaining and constrained trade unions, as part of their agenda to make labour markets more flexible. Most have combined that with a wage floor, introducing national statutory minimum wages as in Britain and, more recently, Germany, or putting more emphasis on existing minimum-wage legislation, as the US has done, even while allowing the wage’s real value to decline.

Paradoxically, a statutory minimum wage is most likely to work well in an industrial labour market in which stable full-time jobs predominate. They are least likely to function as intended in a highly flexible, tertiary labour system in which measuring work and labour is often hard if not impossible. Minimum wages are usually set as an hourly rate. But how, for example, do you measure an ‘hour’s work’ in a tertiary economy when people are no longer clocking in and out of fixed workplaces but increasingly working at odd times in different places? And, unlike a basic income, a minimum wage does not alter the bargaining position of workers. If you know you have something to fall back on, you can more easily say ‘no’ to an exploitative wage offer, whether above or below the minimum wage. If you do not have a basic income, and you do not like a wage on offer, the employer can just say ‘lump it’.

A minimum wage is also complex and costly to monitor and enforce. Since the UK National Minimum Wage Act was introduced in 1998, only nine employers have been prosecuted for not paying it, out of hundreds of firms found to be breaking the law. Those who do not respond to ‘naming and shaming’ must be pursued in lengthy proceedings through the courts. In addition, minimum wages only cover employees, ignoring those without jobs as well as the growing numbers of self-employed and so-called independent contractors that are now a feature of all industrialized countries. And they are an inefficient way of tackling poverty because, in Britain at least, most people on the minimum wage do not live in the poorest households.

Opponents of a minimum wage, or who consider its level ‘too high’, usually claim that it will result in companies employing fewer workers in order to save on payroll costs. In fact, the evidence suggests that the impact on unemployment is small. But employers save costs in other ways that can leave workers little better off or even worse off than before.

For example, suppose at a minimum wage of £10 an hour, a firm providing cleaning services hires 100 workers for thirty hours a week. If the minimum wage were raised to £12, the firm could cut the remunerated hours to twenty-five, leaving payroll costs unchanged and the workers no better off. (Probably they would be worse off because they would have to do the same amount of cleaning work in fewer hours, or work extra hours unpaid.)

This is precisely what happened after the British government introduced a National Living Wage in 2015.2 In one case a firm providing cleaning services to the government’s own tax office (HMRC) cut cleaners’ weekly hours below thirty, pushing its workers into a cruel poverty trap; in addition to fewer paid hours that negated the rise in the hourly rate, they lost entitlement to working tax credits, which go only to people putting in at least thirty paid hours a week. The cleaners were left worse off, so much so that some were told they would receive more money if they had no job and instead claimed full benefits.

However, in an example of the harm done by complex social assistance schemes, one woman who had lost her tax credits was obliged to stay in the job because, by claiming social assistance benefits instead, she would almost certainly have lost her family home. As she was still living in the same three-bedroomed house her children grew up in, the so-called ‘bedroom tax’, which reduces the amount of housing benefit awarded to people who are deemed to have more than the legal minimum number of bedrooms for their immediate family, would have left her unable to pay the rent and obliged to move to smaller accommodation. Unsurprisingly, she was shortly thereafter admitted to hospital with high blood pressure from the stress.

In terms of the social justice principles, minimum wages do not satisfy the Security Difference Principle, since they do not offer much security to the most insecure groups in society, particularly in modern ‘flexible’ labour markets. While they score reasonably well on the Paternalism Test Principle and the Rights-not-Charity Principle, they do nothing to advance freedom; they merely make some labour more financially viable. At best, they are neutral with regard to the Ecological Constraint Principle, although they favour resource-using labour over resource-conserving and ‘reproductive’ work. The time of a minimum wage as a useful, major instrument of social and labour market policy has surely passed.

Social or National Insurance

For much of the twentieth century, welfare systems were grounded in principles of social insurance based on the Beveridge or Bismarck models. The essence of the system was solidarity; people with a low probability of an insured risk cross-subsidized those with a higher probability. These insured risks were called ‘contingency risks’, such as unemployment, sickness, accident, disability and pregnancy. In each case, actuarial calculations of premiums and benefits could be made, derived from statistical probabilities of these events occurring.

In reality, social insurance systems were never as solidaristic as their defenders claimed, nor as universal as they pretended, particularly disadvantaging women. But they worked reasonably well, with wide democratic support, as long as the contributory base was assured and broad, as long as enough people paid contributions or had contributions paid for them, and as long as the risks covered were those that worried or affected people most.

In the twenty-first century, these conditions no longer apply as they did. With more people in and out of unstable labour, the contributory base is being eroded, obliging governments to dip into general revenue to top up social insurance funds. By the same token, people are increasingly unable to build up adequate contribution records entitling them to insurance benefits, leaving them dependent on means-tested assistance in hard times. And more people are exposed to risks for which there is little or no insurance cover to be had.

Meanwhile, higher-income earners, facing low contingency risks, have become more reluctant to cross-subsidize the growing numbers facing high risks. This has undermined the political legitimacy of and support for social insurance benefits, fuelling calls for cuts in benefits and contribution rates.

Above all, as described in Chapter 4, there has been a change in the nature of economic insecurity. Those in the precariat in particular have increasingly volatile earnings, and their insecurity is one of uncertainty, for which social insurance is ill-equipped. Social insurance worked adequately in an economy based largely on stable industrial full-time employment. That is a long way back from what we have today and from what beckons in the future.

Social insurance in a flexible tertiary economy does not pass the Security Difference Principle, though it does well on the Paternalism Test Principle and the Rights-not-Charity Principle. For the same reason that the minimum wage fails, it does nothing for the Ecological Constraint Principle, since it rewards ‘labour’ over ‘work’. In sum, it offers little to the most deprived and insecure, while failing to promote social justice or republican freedom.

Means-tested Social Assistance

The loss of faith in social insurance leaves the main core alternative to a basic income as means-tested social assistance ‘targeted’ on those identified as ‘poor’. It is a ‘core’ alternative because, once adopted, the introduction of other policies becomes almost inevitable in order to back it up.

In the construction of welfare states in the twentieth century, there was broad recognition of Richard Titmuss’ well-known adage that state benefits that are only for the poor are invariably poor benefits. This is largely because the rest of society therefore has no interest in defending them. However, when welfare states came under strain in the 1980s and 1990s, governments of all complexions changed tack, constructing an edifice of means-tested social assistance schemes often justified as necessary to ‘defend’ the welfare state in straitened times.

The idea of means testing is deceptively simple: spend limited money on those who need it most. Less spending allows for lower taxes. Meanwhile, means testing legitimizes welfare spending in the eyes of the public, since politicians can claim that the money is going to the most needy. However, study after study has demonstrated the egregious flaws in the system, suggesting that the real motive for means testing is not that of helping the poor. Here are ten of those flaws.

First, measuring income is complicated and involves arbitrary cut-off rules. Taking savings and ‘wealth’ into account encourages dis-saving, which reduces resilience at times of financial stress.

Second, applying means tests entails high costs, both for the administration and for claimants who must travel to benefit offices, wait, queue, fill in lengthy forms, produce supporting documents and so on, all of which take time and often hard cash.

Third, means testing involves intrusive questions, including about claimants’ intimate personal relationships, that may be followed up by home visits, for example, to check that there is no live-in partner earning an income. It is a regime of prying, invasion of privacy, and presumption of guilt rather than innocence, which demeans the staff running it as well as claimants.

Fourth, as a result, the process and the prospect of it are stigmatizing. This is often deliberate, to reduce the cost of welfare by deterring claimants. As one adviser to recent British and American governments put it, claimants should be treated meanly and encouraged to blame themselves for their hardships.3 You do not have to be a Christian to appreciate Malcolm Torry’s riposte that ‘means-tested benefits that stigmatise their recipients grant no recognition to our status as made in God’s image and as possessing a dignity bettered only by God’s.’4

This leads to the fifth failing, low take-up. Evidence from almost every means-tested scheme in every country where they are applied shows time and again that many people entitled to the benefits do not receive them. This is due to a reluctance to claim, from fear, shame or ignorance; to failure to claim successfully, perhaps by misunderstanding a question or giving a ‘wrong’ answer; and to denial of benefits for trivial reasons (such as lateness for an appointment) by street-level bureaucrats doing what they perceive as their job and what they think will advance their own careers.

In Britain, take-up of means-tested unemployment benefit, renamed Jobseeker’s Allowance (JSA), has been falling and is now claimed successfully by only half of those estimated to be entitled to it.5 In the 2014–15 financial year, £2.4 billion in JSA went unclaimed, worth £3,000 to every entitled family that was not receiving it. Another benefit with poor take-up is Pension Credit, which is supposed to help low-income people, especially women, who have not paid enough national insurance contributions to qualify for the full state pension or who have no other income to top up the state pension. In 2014–15, four in ten eligible pensioners failed to claim credits worth up to £3 billion – £2,000 for each eligible family not receiving it.

In the US, only a quarter of those entitled to means-tested housing assistance receive it, often after years on a waiting list for vouchers, only a limited number of which are issued each year.6 The TANF (Temporary Assistance for Needy Families) programme reaches fewer than a quarter of families in poverty, even as the number of those families has risen.7

Sixth, means testing undermines social solidarity, separating ‘us’ from ‘them’. We, who support ourselves, pay taxes to support them, the scroungers. This utilitarian perspective is a sad reality today, reinforced by declining social mobility and the ability of the more affluent to protect themselves, through private insurance and accumulated assets, against practically every risk they face. It is a factor encouraging politicians to allow state benefits to fall in real terms and to seek ways of reducing the number of people able to claim them.

The seventh and most well-known failing is the notorious poverty trap, which is accompanied by the precarity trap outlined in Chapter 4 and elaborated elsewhere.8 In the US, the poverty trap resulting from means testing means that in thirty-five states people on benefits who take a minimum-wage job would lose money (a ‘tax’ rate of more than 100 per cent).9 Some commentators have proposed that benefits should be withdrawn more slowly once an unemployed person obtains a job, to reduce the deterrent to taking low-wage employment. But this would be unfair on others in such jobs receiving the same or perhaps lower wages, who did not previously qualify for benefits.

This leads to the eighth failing, the inevitable drift to workfare, which is discussed in more detail below. By confronting people with marginal tax rates of 80 per cent or more in going from meagre benefits to low-wage jobs, means testing creates a strong disincentive to do so. In those circumstances, the state is left with little choice but to force people to take low-paid labour.

A ninth failing is that means-tested social assistance deters stable household formation. Benefits are typically determined on a household, not individual, basis, and on a per-person basis are lower for couples than for single-person households. Why form a household, which might be experimental, if you are going to lose money? By contrast, being paid individually and equally, a basic income system would encourage family living if desired. It would be strictly neutral as to relationships and household setups, which is what equity considerations should require.

A tenth failing relates to income-tested Jobseeker’s Allowance, which is determined on the basis of family income. If one of a couple is unemployed, the couple loses financially if the other is doing a small amount of paid labour. So it pays for him or her (and it usually is the wife or female partner) to stop doing that labour. This is one reason why, in the UK in recent years, households have become increasingly divided into labour-rich (two earners) and labour-poor (no earners).10

Social assistance via means tests and the inevitable behaviour tests fails all social justice and republican freedom principles. To reiterate, policies that are only for the poor are indeed invariably poor policies.

Subsidized Food and Vouchers

One widely adopted policy, especially in developing countries, is the provision of subsidized food and other items targeted at ‘the poor’. India’s PDS (Public Distribution System) is the largest such scheme, but there are many others. Voucher schemes, such as the US food stamp programme SNAP (Supplemental Nutrition Assistance Program), have similar objectives. In both cases the rationale is that, since the poor lack essentials, the state should provide them or the means to obtain them, and those items alone. Another justification, used in developing countries, is that subsidized food protects the poor against food price fluctuations.11

The objections to this type of policy are multiple. First and foremost, such schemes are paternalistic; they presume to know better than people themselves what ‘the poor’ need. Worse, they aim to dictate what ‘the poor’ can have. In the US, for example, food stamps not only confine people to buying food, but often can only be used for certain types of food and drink deemed ‘healthy’.

Voucher schemes and aid in kind implicitly if not explicitly presume that people given cash will tend to spend it on non-essentials, especially ‘bads’ such as alcohol, drugs or gambling. In fact, numerous studies have shown that people given cash benefits do not increase spending on ‘bads’.12 But, even if the presumption were correct, these schemes are not freedom-enhancing. Why should the poor, but not others, be forbidden to spend a bit of extra income on something they enjoy? And, in any case, if someone wishes to spend on ‘private bads’ (or what we good people decree are ‘bads’), they can do so with money that is freed up by the voucher or subsidized food. Or they can sell on the vouchers (at a discount) for cash.13 The sale of food stamps continues in the US, despite being illegal, because people need cash for other essentials such as nappies (diapers) that food stamps do not cover.

Second, vouchers or subsidized items are costly to provide, administer and monitor, necessarily involving a large bureaucracy. To provide one rupee’s worth of food under India’s Public Distribution System costs the government 3.65 rupees.14 While India may be an extreme case, the cost of providing food aid is one reason why United Nations humanitarian organizations are increasingly turning to cash assistance. One study that compared food, voucher and cash aid found that providing food aid in kind cost nearly four times as much as the equivalent in cash.15

Third, vouchers are worth less to the beneficiaries than the cash equivalent; cash can be used everywhere, whereas vouchers are only accepted in certain places or are accepted only if the shopkeeper chooses to do so. This results in less competition for the custom of voucher holders, enabling those shops that do accept vouchers to raise their prices. Vouchers thus buy less than cash would do; one study found that Lebanese shopkeepers accepting vouchers issued to Syrian refugees pocketed an estimated $1 million a month in 2014 through higher prices.16 And vouchers or food aid in kind impose higher costs on their recipients, in travelling to the designated shops, waiting time and so on.17

Fourth, they involve means testing, with all the failings that go with this approach. In the US, which should have a relatively efficient administrative apparatus, a quarter of those living officially in income poverty do not receive the targeted food stamps. Moreover, a third of those who do receive them need to go to food banks as well, while others skip meals and do without, because the stamps are estimated to finance food needs for only about three weeks in the month.18

Fifth, vouchers or aid-in-kind stigmatize recipients, whether deliberately or not, and induce a visible supplicant status and mentality. Sixth, they encourage the provision of low-quality goods and services and disdain on the part of those delegated to administer or provide them. In the US, housing vouchers have been associated with increased concentration of impoverished people in poor neighbourhoods where the vouchers are more widely accepted by landlords.19

Seventh, they are prone to corruption and/or rent seeking by special interests. In the US, food stamps have been vigorously promoted by farm-state Republicans. In India, less than 10 per cent of the food the government buys for its Public Distribution System reaches the poor; almost half mysteriously disappears between warehouse and ration shop, and most of the rest is left to rot in government storage.20 Moving to a basic income scheme, based on direct provision of cash to the intended beneficiaries, would remove layers of intermediaries and their lobbying potential at a stroke.

Although food and other subsidies may seem to satisfy the Security Difference Principle by reaching out to the most insecure groups in society, some of the most vulnerable are locked out of such schemes. They surely fail the Paternalism Test Principle and the Rights-not-Charity Principle. They are also costly to administer, inefficient and prone to corruption and rent seeking. An experiment in Ecuador that ran simultaneous trials of cash assistance, food vouchers and in-kind food aid found that less than 10 per cent of those receiving cash would have preferred another form of assistance, whereas a quarter to a third of the others wanted to change.21 Those who received cash valued being able to use some of the money for other essentials, including savings. It was one of many studies that have found a preference for cash over what bureaucrats think people want and need.

Guaranteed Jobs

It is sometimes claimed that a ‘job guarantee’ would be preferable to a basic income because jobs are believed to have some sort of intrinsic value beyond the income they bring in (a sense of identity and contribution to the community, structured time, interaction with fellow workers, and so on) that makes people happier. Proponents of a ‘job guarantee’ include Lord (Richard) Layard, who was Tony Blair’s ‘happiness czar’, in the UK22 and Harvey and Quigley in the US, following the earlier advocacy by Minsky.23

The objections to this policy include some that apply with even more force to the next policy option, namely workfare. A job guarantee would be a deception. What sort of jobs would be guaranteed? At what rate of pay would they be provided? What would be the consequence for declining the specific job being ‘guaranteed’? Since it is completely unrealistic to guarantee everyone a job that suits them, makes use of their skills and pays well, in practice the job would be low-level, low-paid, short-term and ‘make-work’, or at best low-productivity, labour. Cleaning the streets, filling shelves in supermarkets and similar menial activities are an unlikely road to happiness. Those arguing for a job guarantee would certainly not want those jobs for themselves or their children.

One reason given for supporting guaranteed jobs is that surveys suggest unemployed people are less happy than people with jobs. This is hardly surprising. Being involuntarily unemployed, especially when benefits are meagre, hard to obtain and maintain, stigmatizing and uncertain, is not a happy situation. That is surely quite different from being outside a job voluntarily, with income security and without stigma. Retired people, for example, are not disproportionately unhappy. As Kate McFarland has written, ‘It’s not that our culture values jobs because jobs intrinsically make us happy; it’s that being employed tends to make us happier because we are stuck in a culture that values jobs.’24 Even so, Gallup polls have consistently found that less than a third of US employees feel ‘engaged’ (enthusiastic and committed) in their jobs, especially millennials and those in low-status or routine jobs. Worldwide, less than a fifth of those with jobs feel engaged.

Proposals for spreading employment, for instance, by shortening working hours, shade into those for a job guarantee. Emran Mian, director of the Social Market Foundation, argues for a redistribution of labour, ‘even if that might reduce economic efficiency, rather than hand out money’.25 The New Economics Foundation says a shorter working week would lower unemployment.26 Yet it is hard to see how this would be achieved by regulatory devices, as the French have found with their thirty-five-hour week legislation. Without the underpinning of a basic income, statutorily reducing working hours would impoverish many people on low wages while doing little to create additional jobs.

Most ‘job guarantee’ advocates also ignore the fact that market economies need some unemployment to function. A seminal article by A. W. Phillips in 1958 posited an inverse relationship between the level of unemployment and the rate of inflation. And although the exact nature of the relationship has been a matter of controversy ever since, most economists accept that there is a ‘natural’ rate of unemployment at which inflation is broadly stable. (This is often referred to as the NAIRU or non-accelerating inflation rate of unemployment). In a market economy, therefore, no government can guarantee a job to everybody who wants one.

A job guarantee, to the extent that it could be operationalized, might satisfy the Security Difference Principle, if suitable jobs could be provided for those with disabilities or other impairments as a matter of priority. That is unlikely. Jobs will tend to be allocated to young people, supposedly to prevent their ‘marginalization’. The policy would certainly fail in republican freedom and social justice terms, since it imposes duties on some groups that are not imposed on the most free, and enshrines a Charity-not-Rights rule. Would everybody really be guaranteed a job they would like, or even one matching their competences? It is hard to imagine.

Workfare

Workfare is a natural progression of reforms to the welfare state that have been going on since the 1980s. As this writer predicted long ago,27 once governments opted to revive means testing as the mainstream part of the welfare system, it was inevitable that workfare would be introduced.

If social assistance is based on targeting the ‘poor’, a distinction is soon made between those who are poor through no fault of their own and those who ‘choose’ to be poor or who become poor through mistakes and personal failings. This tired dichotomy has played throughout the history of social policy and ‘charity’. But once policymakers go down that road, they must make the next arbitrary distinction. Only those who accept the job offered by the state in return for their benefit ‘deserve’ that benefit. Otherwise they must be ‘sanctioned’.

Workfare in its modern form began in the 1980s in the US state of Wisconsin, where Republicans introduced a requirement for welfare claimants to take a job, inevitably low-paid, if they wished to receive benefits. Unsurprisingly, this lowered the number of claimants, which was seized on as showing that many were fraudulent or not really in need of state benefits.

Republicans in Congress soon backed this measure, drafting President Bill Clinton’s epoch-defining welfare reform in 1996 that fulfilled his campaign pledge to ‘end welfare as we have come to know it’. The Personal Responsibility and Work Opportunity Reconciliation Act set limits on the length of time people could claim welfare, imposed stricter conditions for eligibility, and mandated job and job-related requirements. ‘Welfare-to-work’ subsequently became the mantra of Third Way politicians and parties everywhere, and workfare arrangements proliferated in all industrialized countries.

While this is not the place to go into a detailed analysis of the experience, there is plenty of evidence to show that in the US workfare has reduced welfare rolls at the cost of plunging many families into deeper poverty.28 The same is true for workfare programmes elsewhere that push people into low-paid jobs or withdraw benefits for those refusing or unable to take such jobs. But irrespective of this evidence, workfare is a pernicious policy.

It involves coercion and imposition of a ‘duty to labour’ on benefit claimants that is not imposed on others. It is also paternalistic, implying that the state knows what is best for the individual and for society. The claim that workfare promotes the development of skills and ‘work habits’ is contradicted by the nature of the jobs lined up for the unemployed, as is the claim that workfare promotes social integration because people not in jobs are socially marginalized or ‘excluded’.

Pushing people into dead-end short-term jobs disrupts their own job searching, studying or training, potentially reducing their ability to escape from poverty and economic insecurity. There is even evidence that participation in workfare leads to lower lifetime earnings by giving people a history of low-level temporary jobs that do not match their qualifications or experience.29

Workfare also has dysfunctional and distortive labour market effects. It puts downward pressure on wages by supplying cheap labour in competition with those doing similar jobs in the open labour market. These people, already among the most vulnerable and insecure, may even lose their jobs because they can be substituted by workfare participants.

The main political reasons for workfare have nothing to do with making people ‘happy’. They are, in reality, a desire to reduce the state’s obligations to the disadvantaged, and the fact that governments have little alternative to coercion if they operate means-tested social assistance programmes that create strong financial disincentives for people to take low-wage jobs. It is a chain of reasoning that begins with a faulty design. Workfare offends the Security Difference Principle, hurting the least secure. It offends the Paternalism Test Principle, wilfully. And it is a policy that is contrary to any vision of freedom and social justice.

Tax Credits

Tax credits became the go-to option of social democratic governments in industrialized countries in the wake of the strong downward pressure on wages linked to globalization and ‘flexible’ labour markets. Tax credits top up low wages, stopping at a threshold level of earned income. Necessarily, the schemes are complex and operate somewhat arbitrary rules of entitlement.

Tax credits in the US started modestly in the 1970s with the Earned Income Tax Credit (EITC). They were considerably expanded under President Bill Clinton in the 1990s and have grown to become the most expensive welfare scheme in the world, costing nearly $80 billion a year. A quarter of all Americans are eligible for tax credits and over 26 million received them in the 2015 tax year, averaging about $3,200 for a family with children. Childless adults are largely excluded from the scheme.

In the UK, tax credits also had modest beginnings in 1999. Working Tax Credits and Child Tax Credits for low-income parents were introduced in 2003 and became central to New Labour’s social and labour market policy reforms. By 2013–14 the cost had ballooned to £30 billion a year, 14 per cent of all welfare spending, as the number dependent on tax credits rose to over 3.3 million from just over 2 million ten years earlier. Including housing and council tax benefits for those in jobs, government spending to compensate for low wages rose to £76 billion a year, representing a third of all expenditure on welfare and easily the biggest welfare payment after pensions.30

UK tax credits are being merged into a new Universal Credit scheme, which unifies some benefits but suffers from the same drawbacks as Working Tax Credits and other means-tested assistance. Foremost among these is the wretched poverty trap, with a marginal ‘tax’ rate on earnings of up to 80 per cent or more. In the US, similar or even higher marginal ‘tax’ rates also act as a disincentive to boost earnings once the credit starts to be withdrawn. Sure enough, in both the US and the UK, the system has led to secondary earners in tax credit households, mostly married women, reducing hours in paid labour or dropping out of the labour market.31

Tax credits also breed errors and petty fraud. According to the US Internal Revenue Service, about a quarter of all tax credits are issued improperly, costing the public over $14 billion a year.32 While welfare detractors point to fraud, some if not most of this may be due to the complexity of the schemes that result in mistakes or misunderstandings. In the UK, tax credit recipients have to give Her Majesty’s Revenue and Customs (HMRC) an estimate of their earnings – but this can be difficult if not impossible when earnings and hours fluctuate. If earnings turn out to be higher than the estimate, recipients, by definition on low incomes, have to refund the overpayment, leading to further impoverishment and indebtedness.33

Tax credits are a subsidy to capital, whatever impact they have on poverty and the incomes of wage workers. One US estimate suggests that for every dollar spent on the EITC the low-wage worker gains 73 cents while the employer gains 27 cents by paying lower wages.34 In a similar finding for the UK, researchers have concluded that about three-quarters of the value of tax credits goes to workers, the rest to employers.35

An obvious failing of tax credits is that, with few exceptions, they only help people in jobs. Those who cannot obtain a job, or are not in a job for whatever reason, are excluded. And tax credits act as a deterrent to technological advance. By cheapening labour costs, they reduce cost pressure on employers to make productivity-enhancing innovations. Tax credits fail social justice and freedom principles and have perverse labour market and economic effects.

Universal Credit

At the time of writing in early 2017, the British government was still in the extraordinarily prolonged and expensive process of phasing in the so-called ‘Universal Credit’. Announced in 2010, it has operated on a very limited scale since 2013 and, after a host of delays and setbacks, is set to roll out fully by 2022. Though unique to Britain, it embodies many of the elements that have figured in social policy reforms globally.

The Universal Credit is neither ‘universal’ nor a ‘credit’. Intended to integrate six separate means-tested benefits and tax credits, it cannot sensibly be called ‘universal’, since it is designed only for those on low incomes. It also involves extensive behavioural conditionality, which makes a further mockery of the word ‘universal’.

Individuals or households will receive an income transfer paid monthly to top up what they received in the past month, calculated on a particular day. This fails to recognize that the incomes of many low-income households vary from month to month and week to week, for example, with changes in the numbers of hours worked.36 A US study found that three-quarters of people in the lowest 20 per cent of earnings experienced month-to-month changes in income of 30 per cent or more.37 Being paid in arrears, it is therefore in that sense not a ‘credit’, let alone an amount known in advance. And, being based on the previous month, it will not reflect current circumstances.

There will still be a severe poverty trap, with the Universal Credit subject to a ‘taper’ of 63 per cent. After adding in payment of tax and national insurance, and the loss of means-tested Council Tax Support not included in the Universal Credit, recipients could face a marginal tax rate of more than 80 per cent on all earned income. And the precarity trap is worsened by a regulation forty-two-day wait for a first payment (up to sixty days including processing delays), inevitably pushing many claimants into debt, rent arrears and recourse to food banks.

The Universal Credit is also even more conditional and punitive than the benefits it will replace, since it imposes a ‘claimant commitment’ not only by the unemployed to seek and take jobs but also by those who have part-time employment to look actively for extra hours and pay. If recipients are judged not to be looking hard enough for full-time jobs, they can have their benefits removed for up to three years. And the scheme extends conditionality to more people than before, including partners of those with jobs.

Claimants will be monitored, in jobs and out of them, by ‘work coaches’ and ‘advancement support advisers’ to make sure they are complying with the conditions. The cost of an army of work coaches will surely be huge, and if it is not, it will fail on its own terms. Policymakers may delude themselves into thinking this Orwellian notion is meant to be helpful, but it is paternalistic, intrusive, stigmatizing and a daily humiliation, which may well induce some claimants to slink out of the scheme in shame. Sadly, there are indications that this withdrawal is actually desired.

While the ‘claimant commitment’ is likened by officials to an employment contract, it is nothing of the kind, since it is imposed on claimants and impoverishing sanctions can be inflicted by bureaucrats without any due process.

Moreover, because the means testing for Universal Credit is based on household income, it tends to encourage the establishment or persistence of single-earner households. Perversely, because the second person in a couple receives less than the first, it also encourages couples to break up. And from 2016, no payment is made for a third or subsequent child, only for the first two. Universal Credit is thus moralistic and punitive towards large families who may have greater needs.

The worst feature of Universal Credit is its reliance on threats and sanctions rather than labour incentives. It thus will tend to put downward pressure on wages in general and worsen labour market inequalities. It is hard to take seriously the government’s claim that ‘Universal Credit delivers the government’s pledge to move from a low-wage, high-welfare society to a higher-wage, lower-welfare one.’38 There is no way in which it encourages a rise in wages. And, unlike a basic income, it also discriminates explicitly in favour of labour against other, potentially more valuable forms of work.

The many egregious failings of Universal Credit make it all the more surprising, and shameful, that politicians and social scientists have shown such passivity during the roll-out. Anybody who cares for freedom and justice should be critical of a regime that threatens to impoverish people without due process, installs a system of snoopers to chase up vulnerable people, and uses means testing and behaviour testing shown to lead to exclusion, low take-up and stigmatization. Universal Credit may push more people into low-level jobs, but in doing so it will surely lower wage rates for the precariat in general.

As Frank Field MP and his colleague Andrew Forsey concluded, ‘The political historians may be interested in how a programme, so full of risk and potentially at such great cost, came to be the Coalition’s flagship welfare reform policy with so little public and maybe cabinet debate.’39

Negative Income Tax

The proposal for a negative income tax (NIT), associated most with Milton Friedman, is often seen as a form of basic income, and Friedman himself tended to represent it that way, notably in a message sent to BIEN. It is therefore important to stress two crucial differences. The negative income tax would be linked to family income or earnings, and (like tax credits in the US) it would be paid to low-income earners retrospectively, after the end of the tax year. It would really be a selective means-tested scheme, with all the associated drawbacks.

That second aspect means the payment amount would not be known in advance and almost certainly it would not be available at a time of immediate need. It would be more akin to a windfall gain (or an annual capital grant) than a steady source of basic income security.

Although an NIT would be a useful anti-poverty device, it would do little to advance republican freedom or provide assured economic security, nor would it be a vehicle for social justice. It would not apply to people without jobs or with incomes too low to pay tax. About 20 million US households do not file federal tax returns, presumably because their income is too low. They would not be covered by a negative income tax system, contrary to the primary objective.

In addition, US experiments with an NIT in the 1970s found that people had an incentive to under-report their labour and earnings to obtain the NIT supplements. A basic income would not entail this kind of immoral hazard. All in all, a negative income tax would not score as well as a basic income on the social justice principles.

Private Charity

Finally, there are those who argue that the state should withdraw from all forms of welfare and leave it to individuals and ‘charities’ to look after people in need. The right-wing libertarians would ideally like to rely on charity completely, but dare not suggest this, as mass generosity on the required scale would be too great an expectation. But there are more fundamental reasons for opposing the growing reliance on charity and philanthropy.

Charity is based on the sentiment of ‘pity’ and, as the philosopher David Hume noted, pity is akin to contempt. Private charity as a central feature of social policy may satisfy libertarians, but it profoundly offends the central idea of republican freedom, that of non-domination. Being dependent on the good will of others is not consistent with full freedom. On the contrary, it compromises the freedom of the giver as well as the supplicant.

The spread of charity has largely reflected the manifold failings of means-tested social assistance, the unfairness of conditionality, the deliberate sanctions taken against vulnerable people and the spread of economic insecurity. In the UK, for instance, over 40 per cent of referrals to food banks run by a major charity, the Trussell Trust, are due to benefit delays and sanctions.40

The fact that so many people in modern society are going to food banks and shelters demonstrates social policy failure. Private philanthropy should be marginalized again; it is an undemocratic way of shaping society and the selective well-being of individuals, groups and communities.

The Failure of Alternatives

Most of the alternatives to a basic income fail badly on most of the social justice principles, shown in summary form in Table 9.1. Some might quibble with certain aspects, particularly with the presumed neutrality of alternatives to basic income with regard to their ecological implications. Job-oriented schemes, for instance, have tended to give precedence to short-term job creation over environmental concerns. However, the key point is that all the alternatives score less well than a basic income.
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Table 9.1 How different welfare schemes satisfy social justice principles

Defenders of existing welfare schemes should explain why, despite ever increasing expenditure, poverty rates remain stubbornly high and social mobility seems to be declining. In the United States, after falling sharply from the 1960s up to about 1979, the poverty rate has scarcely budged. Greater outlays on means testing, tax credits, workfare, food stamps and all the other 126 anti-poverty schemes that experts have counted have produced little improvement.41 Surely, that in itself is a signal that a new road is needed.
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‘The answer to whether or not we could have a universal basic income could well be “a yes, but under certain conditions”.’

ARVIND SUBRAMANIAN, CHIEF ECONOMIC ADVISER, GOVERNMENT OF INDIA, SEPTEMBER 2016



Up until the beginning of this century, international development aid consisted primarily of money transfers or technical advice from rich country governments to governments of developing countries, or flows from development agencies or non-governmental organizations (NGOs) to governments. Few seemed to think it was a good idea to give the poor money. There were no significant direct cash transfers to people.

However, subsequent years have seen a spate of ‘conditional cash transfer’ schemes (CCTs) in developing countries, many funded by multilateral aid, as well as nominally ‘unconditional cash transfer’ schemes (UCTs), the latter chiefly aimed at the elderly and/or children in poor households. Foreign governments and donors have also supported pilot (experimental) ‘basic income’ schemes, while others have been funded by United Nations or other international agencies, or by NGOs or philanthropic donors.

The World Bank has estimated that in 2014 cash transfer schemes of various types reached 720 million people in 130 developing countries.1 Of the forty-eight countries surveyed in Africa, forty were operating UCTs, double the number in 2010. The world seems to have woken up to the remarkable idea that the best way of dealing with income poverty is to give people more income. And the evidence has dispelled the long-held prejudice that money given to the poor would be wasted and would not contribute to growth and development.

Cash transfer schemes that at present are overwhelmingly targeted at ‘the poor’ have the potential to prepare the way for basic income.2 But four factors have so far impeded the transition – a belief in ‘targeting’ (only the poor should receive the cash), ‘selectivity’ (some groups should have priority), ‘conditionality’ (recipients should be required to undertake certain actions or behave in certain ways), and ‘randomization’ (policy should only be introduced when it has been tested, or evaluated, by randomized control trials, and thus be ‘evidence-based’).

This chapter briefly surveys findings from cash transfer schemes of most relevance for basic income and then considers the outcomes of genuine basic income pilots. But the fourth factor needs to be dealt with first, since a fetish with a particular method of evaluation risks distracting attention from what is most important and delaying progress in policy implementation.

In randomized control trials (RCTs) of cash transfers, some people are given cash, others are not, and the results for the two groups are compared over time. This methodology is derived from medical trials, where some patients are given a treatment, some are not given a treatment and some are given a placebo. However, by definition, allocating transfers randomly cannot test the community-wide effects of a universal benefit. And, while RCTs can test simple hypotheses such as improved school attendance, they are less robust and ‘scientific’ for more abstract hypotheses such as enhanced freedom or social justice. Nor can they deal with the ethical issues surrounding selectivity, targeting and conditionality.

That rather strong caveat aside, the vast literature generated by evaluations of cash transfers, many involving RCTs, shows convincingly that cash transfers result in lower poverty and achieve many of the outcomes desired by policymakers, such as improved school enrolment and attendance, better nutrition, better health and more income-generating activity. And while there is a tendency of ‘randomistas’ to claim that only RCTs provide ‘scientific’ methodology for ‘evidence-based’ policy, other forms of evaluation have reached similar and equally valid conclusions.

Targeting and Selectivity

There are several forms of targeting – household means testing, proxy means testing, geographical targeting, community-based targeting and so-called ‘self-targeting’ – but all of them aim to focus cash transfers on ‘the poor’, using a notional poverty line. Yet a ‘poverty line’ is both arbitrary and subjective. Many people who are in or near poverty experience fluctuating incomes and may be just above the poverty line one week, just below it in another. In India, procedures are so cumbersome that determining whether a household is poor is often done years before entitlement to a benefit is put into effect.3

In all countries, targeting is riddled with errors, both conceptual and practical, due to ignorance, fear, mistakes, bureaucratic indifference and discretionary decision making. Means testing always involves large errors of exclusion (eligible people do not benefit) and inclusion (ineligible people do benefit). Proxy means tests that try to determine eligibility by some indicator correlated with income poverty, such as thatched roofs rather than tin, are no better.4

In India, about half of all poor households do not have a BPL (below-poverty-line) card and about one-third of the non-poor (under the rules) have one.5 A study in the Indian state of Karnataka found that more than two-thirds of those questioned who were ineligible for BPL cards (for example, owning a water pump) in fact had them, while a sixth of those eligible for the cards did not.6 Research in Gujarat, Delhi and Madhya Pradesh showed that a large proportion of those in dire need did not have BPL cards or were denied them for some spurious reason.7 Often the poorest were least likely to have them.

Targeting also creates poverty traps, with accompanying moral and immoral hazards. If a household obtains a benefit only if it is classified as poor, then it pays to stay poor. Increasing income to just above the poverty level means losing more than the extra earnings. So, there is a disincentive to earn extra. This moral hazard prompts the immoral hazard. Someone gaining a little more income will have an incentive to conceal it, so as not to lose entitlement to the benefit.

In addition, high administrative costs are inherent to means testing.8 When evaluations measure the cost of a scheme, they should take account of the fact that funds spent on administration could have been used to give benefit recipients more money. Targeting also addresses yesterday’s, not tomorrow’s, poverty; it aims to help those who have fallen into poverty rather than those in danger of doing so. Yet the most effective way to reduce poverty is to prevent it, as preventing poverty costs less than helping people out of it.

Several studies have considered whether targeted or universal schemes have more effect in reducing poverty. Due to exclusion errors, targeting performs worse. In the four largest Latin American countries, targeted schemes, on average, reached less than half the poorest fifth of the population. Similar failings emerged in Brazil’s Bolsa Família and Mexico’s Oportunidades.9 In China, cities that used more targeting were less likely to reduce poverty.10 Universal schemes are more effective in reducing poverty and inequality than schemes ostensibly targeted on the poor.

Conditional Versus Unconditional Cash Transfers

Conditional cash transfer schemes are now operating in more than sixty developing countries, up from two in 1997.11 Most are targeted on the poor, and many have a multiplicity of conditions, though the most common schemes pay mothers on condition they ensure their children’s regular attendance at school and take them for health checks and immunizations. Unconditional cash transfer schemes are used in twice as many countries, but are usually selective in covering just one group – pensions for the elderly or allowances for children, for example – and again are mostly targeted on the poor.

A much contested issue is whether behavioural conditions are justifiable or even needed. They aim to promote certain actions and are thus paternalistic, assuming policymakers know best what poor people need. Even if they succeed in their own terms, and the desired behaviour is promoted, conditions compromise freedom and can rarely be justified on moral grounds. In practice, applying conditions will usually be arbitrary and, if they are taken seriously, will involve sanctions of some sort if they are not met.

Conditions may seem reasonable at first glance. But requiring mothers to make sure that children are in school 85 per cent of the time, say, puts an additional burden on women and creates stress, since by implication the benefit will be withdrawn if the condition is not met. The conditionality is not only paternalistic but potentially very unfair, since the most vulnerable, the least educated, and those living furthest from schools and clinics, are likely to suffer most.

One review of eight studies directly comparing a CCT to a UCT found that CCTs had a greater impact on education, health and nutrition outcomes than UCTs.12 However, it noted that this was not necessarily the result of the conditionality as such; just as important may have been ‘clear communication about the importance of using services and related support’. A study in Morocco found that simply labelling an unconditional transfer as an education grant increases the likelihood that behaviour would be directed towards that goal.13

Another review of thirty-five programmes found, unsurprisingly, that explicitly conditional and enforced CCTs had a bigger effect on school enrolment and attendance than unconditional schemes in those specific respects.14 But UCTs also boosted school enrolment and attendance, showing that, even without prompting, families wished to send children to school. And other benefits of unconditional transfers may be significant.

For example, in Malawi both conditional and unconditional cash transfers to adolescent girls resulted in higher school attendance rates, though the conditional transfers did better on this measure.15 However, teenage pregnancy and marriage rates dropped far more sharply among girls receiving the unconditional transfer, almost entirely due to the impact among girls who dropped out of school. Who can say which will have the more positive impact in the long term?

Relevant Findings from Cash Transfers

Cash transfer schemes differ from basic income in several ways: they are typically targeted at ‘the poor’, so are not universal; many apply behavioural conditions; many pay to households or to one person in a household, not to all individuals; and many, though not all, have been short-term experiments. Nevertheless, the results of cash transfer programmes point to what could be achieved by introducing a universal basic income.

First and foremost, the evidence is now overwhelming that direct cash transfers result in sharp declines in poverty.16 That may seem obvious, but for many years giving money to people in developing countries was seen as wasteful because it would be spent on ‘private bads’ or drive up prices of basic goods and services, leaving the poor no better off.

All the studies show that, with very few exceptions, people who receive cash transfers do not spend them on alcohol, tobacco or drugs, but rather use them to improve household welfare.17 Cash transfers have also led to a decline in crime and domestic abuse.18

The evidence on inflation is encouraging too. For instance, a study of direct food aid versus direct cash transfers in rural Mexico found that providing free food tended to lower food prices, which in turn discouraged local farmers from growing more food and depressed their income. However, the direct cash transfers had no effect on prices, presumably because the additional demand gave producers an incentive to supply more food and other items to the local market.19

In some cases, cash transfers may produce short-term price inflation, where markets are undeveloped or if the transfer amount is large relative to local living standards. In those circumstances, complementary policies may be required, including informing potential suppliers of goods and services to expect greater demand. But these are surmountable challenges.

Many studies of the effects of cash transfers have shown welfare improvements. For example, most have led to better child nutrition. In Colombia, a CCT boosted children’s average height-for-age.20 In Mexico, the CCT reduced stunting among babies by 39 per cent for girls and 19 per cent for boys. Sri Lanka’s Samruddhi cash scheme also led to improved child nutrition.21 More generally, in rural Malawi, cash transfers had a sizeable impact on food security and food diversity.22

In many places, including India, CCTs have been associated with a reduction in neonatal and perinatal deaths. There is also evidence, mainly from Latin America, that CCTs boost the use of preventive health services, being associated with more frequent health check-ups.23 The same effect has been found in India.24 Apart from any conditions, cash transfers help people afford the user fees for health services (and/or the costs of travelling to clinics) that are a reality in most developing countries.25 And when people have money to pay for medical services, public and private providers are put under pressure to improve quality and performance.

With CCTs, it is often unclear how much of the effect is due to the conditionality and how much to the cash. Fortunately, unconditional transfers appear to have similar positive effects.26 For example, unconditional transfers have been shown to lead to dietary diversity, a development associated with better child nutrition.27 And in the Namibian basic income experiment described later in this chapter, people made more use of health services, without prompting, because the extra money made a visit to the local clinic more affordable.

The evidence for the positive effects of cash transfers on children’s schooling, in terms of school enrolment and attendance, is voluminous.28 Both conditional and unconditional schemes have been associated with a rise in school enrolment, in Latin America and in African countries. In Mexico, secondary school enrolment rose by a third and school drop-out rates fell by 20 per cent after the national cash transfer scheme Oportunidades was introduced (initially as Progresa). Similarly, in Malawi, cash transfers raised enrolment and reduced the school drop-out rate for adolescent girls.29 In South Africa, the effect was particularly large for young children,30 while the international evidence points to a strong impact on enrolment for girls, in Bangladesh and Cambodia as well as in Latin America.31

Again, it is difficult to separate the effect of the cash from the effect of the conditionality. However, the Malawi study on adolescent girls suggested that cash alone had a positive effect on education and was much more cost-effective. The finding was accidental; due to an oversight, recipients in one area were not told about the conditions, which were then not enforced. The evaluation concluded that ‘a $5/month transfer to a household made unconditionally had roughly the same impact on schooling outcomes as a $15/month transfer made conditional on school attendance’.32

More regular school attendance does not necessarily improve educational performance measured by test scores, which may reflect poor quality schools in many areas where cash transfer programmes have been implemented.33 But there do seem to be significant positive effects on cognitive development.

Meanwhile, the evidence has definitively repudiated claims by critics of cash transfers that they would discourage ‘work’ and encourage women to have more children to claim additional benefits (claims also directed at cash transfers in rich countries). Instead, by empowering women to make their own choices, cash transfers have resulted in later marriage, lower fertility and less unwanted sexual activity.34

Studies have also shown an increase, not a decrease, in work, particularly when secondary activities are included.35 Cash transfers have been used to set up small income-generating businesses, enabling investment in equipment such as sewing machines and tools. Sometimes people have reduced casual wage labour to spend more time on their own farms, because the cash transfers can be spent on fertilizers, seeds or livestock that make their farms more productive.

A cash transfer scheme in rural Mexico found that each US dollar provided generated US$2 in additional income on average; small-scale farmers generated US$3 per US dollar provided, reducing income inequality.36 Another cash transfer scheme in Mexico found that over a quarter of transfers were invested in income-generating activities.37 In Zambia, households receiving cash transfers increased spending by 60 per cent more than the transfer amount as a result of increased earnings from farm and non-farm production.38

Putting more purchasing power in people’s hands is bound to boost the local economy through ‘multiplier’ effects, even allowing for some inflation. While the impact can be hard to measure when cash transfer programmes are small or involve scattered individuals over a wide area, one evaluation of seven transfer schemes found that for every dollar transferred, the income of the local economy rose by between $1.10 and $1.85, after adjusting for inflation. And those ineligible for transfers may gain directly as well, from gifts and loans from recipients.39 Again, this shows that the community effects of basic income are likely to be greater than the sum of effects on individual recipients.

The findings from the many studies of conditional and unconditional cash transfer schemes in developing countries can be summarized as showing statistically significant declines in income poverty, increases in food expenditure and nutrition, less school absenteeism, improved cognitive development, more use of health services, more use of savings for investment, particularly in livestock and agricultural assets, and modest increases in local economic growth.

Basic Income Pilots

Apart from targeted, selective and conditional cash transfer schemes, there have been two pilots designed to test out a true basic income in the sense defined in Chapter 1, with one obvious limitation, that they are temporary or short-term, rather than long-term or ‘permanent’.

Namibia

The first basic income pilot in a developing country was implemented in the small Namibian village of Otjivero-Omitara in 2008–9, covering about 1,000 people.40 The study was carried out by the Namibian Basic Income Grant Coalition, with money raised from foundations and individual donations. Everyone in the village, including children but excluding over-sixties already receiving a social pension, was given a very small basic income of N$100 a month (worth US$12 at the time or about a third of the poverty line), and the outcomes compared with the previous situation. The results included better nutrition, particularly among children, improved health and greater use of the local primary healthcare centre, higher school attendance, increased economic activity and enhanced women’s status.41

The methodology would not have satisfied those favouring randomized control trials that were coming into vogue at the time. No control village was chosen to allow for the effects of external factors, in the country or economy, because those directing the pilot felt it was immoral to impose demands, in the form of lengthy surveys, on people who were being denied the benefit of the basic income grants. However, there were no reported changes in policy or outside interventions during the period covered by the pilot, and confidence in the results is justified both by the observed behaviour, and by recipients’ opinions in successive surveys.

School attendance went up sharply, though there was no pressure on parents to send their children to school. The dynamics were revealing. Although the primary school was a state school, parents were required to pay a small fee for each child. Before the pilot, registration and attendance were low, and the school had too little income from fees to pay for basics, which made the school unattractive and lowered teachers’ morale. Once the cash transfers started, parents had enough money to pay school fees, and teachers had money to buy paper, pens, books, posters, paints and brushes, making the school more attractive to parents and children and raising the morale and, probably, the capacity of its teachers.

There was also a substantial fall in petty economic crime such as stealing vegetables and killing small livestock for food. This encouraged villagers to plant more vegetables, buy more fertilizer and rear more livestock. These dynamic community-wide economic effects are usually overlooked in conventional evaluations, and would not be spotted if cash was given only to a random selection of individuals or households and evaluated as a randomized control trial.

Another outcome, unplanned and unanticipated, was that villagers voluntarily set up a Basic Income Advisory Committee, led by the local primary school teacher and the village nurse, to advise people on how to spend or save their basic income money. The universal basic income thus induced collective action, and there was no doubt that this community activism increased the effectiveness of the basic incomes.

Smaller grants continued after the pilot ended, with similar results, and the experiment has proved politically influential inside the country, despite consistent opposition from the local representatives of the IMF. The sustained support is partly due to the status of Bishop Zephania Kameeta, former chair of Namibia’s Basic Income Grant (BIG) Coalition, who had backed the pilot enthusiastically and was appointed in 2015 as minister for poverty eradication and social welfare.

In December 2015, Namibian President Hage Geingob declared basic income grants to be part of his anti-poverty strategy. But in June 2016, the government initiated a food bank programme, while basic income seemed to have been put on the back burner. Was this yet another instance of a road not taken?

India

Three basic income pilots were conducted in India in 2009–13, coordinated by SEWA, the Self-Employed Women’s Association, a union of women workers.42 Funds were mobilized, first from the United Nations Development Programme and then, more substantially, from the United Nations children’s fund UNICEF.

The first and smallest pilot gave several hundred families holding BPL (Below-Poverty-Line) cards in an area of West Delhi a choice between continuing with the subsidized rice, wheat, sugar and kerosene provided under the official Public Distribution System (PDS) or receiving a monthly basic income of equivalent value, to last for one year. About half chose the cash option; not surprisingly, many people were reluctant to shift from a familiar to an unfamiliar system.

After a few months, however, many of those who had continued with the rations asked the research team if they could switch to the basic income. Since this would have confused the experiment, a switch was not permitted. Nevertheless, it indicated that people had learned from talking to others in their community about the advantages of the cash payment. By contrast, none of those who had opted for the basic income expressed a desire to switch back to rations. After one year, the outstanding result was that nutrition and eating habits had improved among the basic income recipients, but not among those who had continued with the subsidized rations.

In the second, much bigger pilot, in Madhya Pradesh, about 6,000 men, women and children in eight villages were given a monthly basic income for eighteen months that would give a low-income family of five roughly 30 per cent extra. What happened was evaluated both by comparison with prior conditions and by comparison with a slightly larger number of people in twelve otherwise similar villages. A third pilot gave a basic income to all residents in one tribal village, and their experience over the next twelve months was compared with that of all residents in an otherwise similar tribal village.

A unique feature of the second pilot was the testing of Voice, the hypothesis being that the positive effects of a basic income would be greater if vulnerable people had access to an organization that could defend and promote their interests. Accordingly, in four of the ‘basic income’ villages there was a ‘Voice’ institution (SEWA) already operating on behalf of individuals or families, and in the other four ‘basic income’ villages there was no such body. Similarly, in six of the control villages SEWA was operating, and in the other six it was not.

What emerged was strong evidence that villagers benefited most from having advice and assistance in setting up bank accounts and handling money. However, the positive effects of the basic income were felt in both SEWA and non-SEWA villages.

For the first three months, the basic income was paid by handing over cash in person. Subsequently, it was deposited in bank accounts opened for the purpose if recipients did not already have one. (In the third pilot in the tribal village, the basic income was paid in person throughout.) Each man and each woman received their own basic income, and half the adult amount was paid to each child through the mother’s or surrogate mother’s account. Unlike the cash transfer schemes mentioned earlier, the payment was both unconditional and universal – everybody living in the community at the outset received the basic income.

The main results of the Madhya Pradesh pilots can be summarized in four dimensions.43 First, the welfare effects were overwhelmingly positive, in terms of improved sanitation, improved child and adult nutrition, better health, better healthcare, and improved school attendance and educational performance. In general, people spent the extra money sensibly; contrary to a prediction made by Sonia Gandhi, leader of the then-ruling Congress Party, among others, spending on alcohol and tobacco actually fell.

When, later, villagers were asked why that was so, the most common response was that the men had more work to do. Moreover, a cash transfer paid to individual family members may have been regarded as intrinsically for welfare and productive uses (an implicit ‘labelling effect’) rather than for ‘temptation goods’.

Second, social equity improved. The benefits were more marked for people with disabilities, for women compared with men, and for scheduled caste and scheduled tribe families compared with upper castes. All those structurally disadvantaged groups had access to their own income, many for the first time, and mothers were able to look after the needs of girl children. School registration and attendance records for girls showed big improvements, more so than for boys, although theirs improved as well. And whereas previously young girls were more likely than boys to be underweight for their age, by the end of the pilot they had gained more than the boys had done. Gender equity undoubtedly improved.

Third, and contrary to what critics had predicted, the basic incomes were associated with increased work and labour, not less, except among children who went to school instead. By the end of the pilot women in particular were doing more secondary economic activities (such as making clothes or, in one case, bangles), a phenomenon easily overlooked by conventional studies that focus on changes in ‘main activity’. Overall, there was considerably more economic activity in the basic income villages, in ways that reduced income inequality and in several respects fostered community development, such as the creation of a cooperative fishpond and a collective initiative to improve village drainage.

The fourth, unanticipated outcome was most encouraging of all. The basic income had emancipatory effects, giving individuals more control over their lives. Some were able to reduce indebtedness; some escaped from inter-generational bonded labour; others were able to put money aside or borrow from family or neighbours, reducing their dependence on exorbitant moneylenders; and many of those who, for the first time, had money of their own were empowered to take their own decisions and challenge social norms. As mentioned in Chapter 3, for example, young women in one village felt able to defy their elders and go unveiled in public.

Thus the emancipatory value of the basic income, even though it was very modest, exceeded its monetary value.44 As with any commodity, the scarcity of money in those villages made it expensive to acquire, enabling moneylenders to charge interest at 50 per cent and impose arduous conditions, such as requiring borrowers to labour on their land as and when needed. The basic income provided vital liquidity, which drove down the price of money and gave villagers some control of their finances, particularly at moments of personal crisis.

Because of the combination of the four effects – welfare, equity, economic growth and emancipation – the authors of the study concluded, surely reasonably enough, that the basic income was in those villages, and could be nationally, a transformative policy.

The Affordability Question

It is often assumed that low-income countries cannot afford basic income. However, the level of the basic income would obviously be set in relation to resources available and could be gradually increased over time. As the basic income pilots have shown, even very small amounts, guaranteed and paid regularly, can transform the lives of poor people.

Many developing countries have introduced universal or near-universal pensions for the elderly, including Bolivia, Botswana, Mauritius and South Africa. These often act as a basic income for an entire household, including grandchildren, with associated benefits in terms of better nutrition and school attendance. In Namibia, more than 70 per cent of pension income is shared and spent on food and education for grandchildren. A few countries, such as Argentina and Mongolia, pay universal mother-and-child benefits. Thus resources can be found if there is the political will to do so. There are four possible ways for developing countries to do this.

First, a basic income could be financed by increasing taxes. Most developing countries have notoriously inadequate and undeveloped tax systems and collect a low share of national income, especially from income tax. So the taxation route is probably easier in a developed country with a relatively sophisticated tax system and administrative apparatus. However, Brazil has raised funds for social programmes by taxing financial transactions.

Second, funds could come from switching public expenditure. Apart from spending excessively on the military, or ‘white elephant’ prestige projects, many developing countries operate expensive and highly regressive subsidy schemes for food and fuel. In 2013, the IMF calculated that fossil fuel subsidies amounted to half government revenues in Iran, 43 per cent in Bangladesh, and 31 per cent in Pakistan.45 Earlier, the IMF estimated that the wealthiest 20 per cent of households received six times as much benefit from fuel subsidies as the poorest 20 per cent, simply because they used much more fuel – for their cars, air conditioning and so on.46

In India, central and state subsidies accruing to the better-off groups in society (not directed at the poor) may account for 9 per cent of national income (GDP), and a further 6 per cent of GDP consists of revenues foregone in the form of tax breaks that are granted mainly to companies.47 A basic income equivalent to three-quarters of the official poverty line paid to every Indian would cost about 10 per cent of GDP (ignoring any impact on economic growth). Even a level of about half the poverty line would make a substantial difference to living standards for the vast majority.

Switching from regressive subsidies would avoid steep increases in tax rates (though most developing countries could usefully raise more revenue by expanding their currently narrow tax base). The first to be phased out should be subsidies that distort local markets and those that impinge on the freedom of ordinary people. In the Indian case, and probably elsewhere as well, there would be no need to introduce a basic income as an alternative to existing social programmes.

A third method of funding is through the sovereign wealth fund, social dividend route mentioned in Chapter 7. This is eminently suited to developing countries rich in oil and other minerals, or valuable commodities such as timber, the revenues from which go mainly to rent-seeking elites. Many have already set up sovereign wealth funds, but these have been used mainly as investment vehicles to help stabilize future government finances. In Goa, India, the Goenchi Mati Movement is pressing for the proceeds of iron ore mining to go into a permanent fund, similar to Alaska’s Permanent Fund, which would be used to finance a citizen’s dividend. Bolivia, Zambia and Mongolia are already using taxes on natural resources to pay for social benefits.

Sovereign wealth funds do not need to be financed by natural resources, however. In Macao, China, where the main asset is its casinos, all residents receive an annual state bonus, mainly funded by lottery revenues, which has amounted to over US$1,000 equivalent in recent years. This so-called ‘Wealth Partaking Scheme’, operating since 2008, runs alongside a one-off capital grant equivalent to US$1,250 at age twenty-two, paid into qualifying individual provident fund accounts.48 An intriguing example from mainland China concerns Huaidi, an ‘urban village’ in Hebei province, which uses property assets deriving from land compensation and land development rights to fund a basic income for all residents as well as a wide range of in-kind benefits and public services.49

The fourth method involves funding by donors. There is considerable scope for redirecting more bilateral and multilateral aid towards basic income schemes and, as indicated in Chapter 11, there is already a substantial private philanthropic interest in financing experiments and pilots.

Although reducing poverty, economic insecurity, malnutrition and ill-health should be the primary driving forces, an additional factor is the stress being placed on societies all over the world from distress and other forms of migration. A basic income system in impoverished and low-income communities in developing countries would surely encourage more people to stay in and (re)build their communities.

From Subsidies to Basic Income

Often pressed by the international financial institutions, several countries have begun trying to reduce food and fuel subsidies with compensating targeted cash transfer schemes, with mixed success. They include Egypt, India, Indonesia and Thailand, among others. However, one country, Iran, has come remarkably close to introducing a basic income.

In December 2010, the Iranian government increased food and energy prices by up to twenty times, in a bid to slash its costly subsidy bill estimated at US$50–60 billion and curb wasteful energy use. At the same time, households began to receive a regular cash grant to compensate for the increased cost of living. The grant was universal and unconditional, with the one proviso that those who were subject to income tax had to submit tax returns. For this reason, many of the richer citizens preferred not to apply to receive the ‘basic income’, which also reduced the gross cost.50

For some years, two-thirds of Iranian adults received a government payment, a higher proportion than in any country in the world, with over 90 per cent of the payments going directly into bank accounts.51 For the poor, who benefited least from subsidized energy prices, the grant more than compensated for any loss and had a significant effect in reducing poverty and inequality, especially in rural areas.52

Critics initially attacked the scheme as inflationary; there was an initial inflationary spurt when the scheme was launched, but it was kept in check by temporary government measures. Sadly, however, although the grant scheme cost about half what fuel subsidies were costing, a growing budget deficit led the government to introduce a means-tested system in 2016. As a result, the number of people receiving payments is expected to halve.

Basic Income as Humanitarian Aid

The last ten years or so have seen a big expansion in the use of cash transfers to help refugees and survivors of natural or man-made disasters. In the immediate aftermath of such disasters, food, water, shelter and medicine are obviously priorities. But once that phase has passed, enabling people to recover and re-establish their economic activities and rebuild their communities is best achieved by giving them the means to help themselves.

The world responded with great generosity after the Indian Ocean tsunami in December 2004, which killed over 230,000 people and laid waste to coastal communities in fourteen countries. Large amounts of money were mobilized for aid, and many NGOs sent teams to help. This writer, who was working on projects in Sri Lanka at the time, saw not just the devastation but how NGOs were literally competing to provide assistance. The generosity and goodwill were genuine. But often the assistance was not what the communities wanted or needed. Providing everybody in the tsunami-affected communities with basic income cash transfers would have given them more choice on how to move forward with their lives, instead of being showered with goods that they did not want or had no longer-term use for.53

In the aftermath of the Iraq war in 2003, a guaranteed basic income by the ‘international community’ for, say, three years, might have avoided much of the chaos and bloodshed that followed, giving Iraqis a stake in the reconstruction of their society and helping to build communities more resilient to the sirens of extremism. A basic income might also have helped after the US invasion of Afghanistan in 2001, providing a material reason for the population to support political change.

The UN’s World Food Programme (WFP), which compared ‘food versus cash’ in four countries, found that in three of the four – Ecuador, Uganda and Yemen (before the civil war) – cash transfers led to better nutrition at lower cost, meaning many more people could be helped for the same outlay. (In the fourth, Niger, severe seasonal food shortages meant that in-kind deliveries improved dietary diversity more than cash.)54 This has led the WFP to put more emphasis on cash transfers; today, just over a quarter of WFP’s aid globally is cash-based.

In Lebanon, home to well over a million Syrian refugees, the UN Refugee Agency (UNHCR) decided to use its limited ‘winterization’ funds to pay cash transfers to vulnerable families living above 500 metres altitude. These were unconditional, although recipients were told they were intended for buying heating supplies. Recipient families were then compared with a control group living just below 500 metres.

The researchers found that cash assistance did lead to increased spending on fuel supplies, but it also boosted school enrolment, reduced child labour and increased food security.55 One notable finding was that the basic income tended to increase mutual support between beneficiaries and others in the community, reduced tension within recipient families, and improved relationships with the host community. There were significant multiplier effects, with each dollar of cash assistance generating more than $2 for the Lebanese economy, most of which was spent locally.

In October 2016, the UN High Commissioner for Refugees said:


The use of cash-based assistance has been a real game changer in the way we help refugees and we have now decided to make it a worldwide policy and expand it to all our operations, where feasible … Refugees know best what they need. The broader use of cash-based assistance means that many more will be able to decide how to manage their family’s budget. This will help them lead more dignified and normal lives.56



A further pragmatic advantage of such a policy is that it would help to reduce the pressure on people to migrate in distress and desperation. And it would reduce the cost and inefficiencies inherent in other forms of foreign aid.

Basic Income for Conflict Avoidance

It is a sad irony that many countries possessing natural resources with high income potential have floundered into civil strife as factions compete for their share of the bounty, often monopolized by despotic leaders. Sharing the resource wealth across the country is one suggested way to defuse the threat of political conflict, usually by transferring part of the earnings to local area governments and, in particular, to the area where the natural resource is exploited, be it oil, diamonds or other minerals. In some cases, this fiscal devolution route has limited the conflict, if the amount transferred is large enough. However, in others it has triggered conflict by giving local dissidents the means to pay for insurrection.57 It turns out that the optimum way to defuse or prevent potential conflict is to pay direct cash transfers to all individuals, which would make it much more difficult for secessionist movements or local political parties to appropriate the resources.

These ‘direct dividend’ payments, essentially a basic income, would also help overcome the ‘resource curse’ or ‘Dutch disease’, so named because when natural gas was discovered in Dutch waters it drove up the exchange rate, decimating local manufacturing through loss of exports and an influx of cheaper manufactured goods from abroad. As argued by the ‘oil-to-cash initiative’ of the Center for Global Development, the dividends would boost both private consumption and the provision of public goods by fostering citizens’ scrutiny of government expenditures.58 This would lead to more growth and development, further reducing the risk of conflict.

Developing Basic Income

In late 2016, the government of Mexico City drew up a new city constitution that includes a commitment to introduce a basic income in the sprawling metropolis. This followed a recommendation earlier in the year by the United Nations Economic Commission for Latin America and the Caribbean encouraging member states to investigate adoption of a basic income guarantee. The Mexico City constitution sets a precedent that is likely to be copied across Latin America and more widely. It marks a further stage in the development of an economic right, one that may become a norm in the years ahead.

In India, the finance minister of the state of Jammu and Kashmir announced in his January 2017 budget his intention to phase in a basic income; it may be targeted but his rationale was clear.59 And the federal government was contemplating basic income at a national level. Its annual Economic Report, issued alongside the budget at the end of January 2017, included a special chapter discussing the pros and cons of a basic income.60 There may be a long way to go, but the very fact that the central government of the most populous country in the world is considering basic income testifies to a new legitimacy. Shortly afterwards, the Indian finance minister said he expected more piloting of basic income to begin within a year.

Paradoxically, it could be easier to introduce a basic income system in developing countries than in rich ones. Transition costs would be much less, simply because it would not be necessary to untangle an enormously complex welfare system with dozens if not hundreds of selective, targeted and quasi-universalistic schemes.

This is not to suggest that dismantling well-entrenched subsidy schemes would be inconsequential. But these are so obviously distortionary and regressive that those defending them would be on weaker moral and social grounds. Iran managed to achieve widespread public acceptance of its decision to reduce food and energy subsidies by coupling the compensatory cash grants with a public relations campaign highlighting the deficiencies and unfairness of the subsidy regime.

There has been a remarkable conversion to cash within the humanitarian aid community across the world, while cash transfers and basic income have been legitimized as mainstream development policy. If more resources can be channelled into such schemes and governments in developing countries, at local as well as at national levels, persuaded to put more faith in basic income, all the signs are that this would lead to rapid declines in economic insecurity and poverty and more sustainable development.
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‘I … pondered how men fight and lose the battle, and the thing they fought for comes about in spite of their defeat, and when it comes turns out not to be what they meant, and other men have to fight for what they meant under another name.’

WILLIAM MORRIS, 1886



The past few years have seen a surge in basic income initiatives and pilot schemes in countries and communities with widely different levels of income. Initiatives aim primarily to raise public awareness of basic income, to put pressure on politicians and policymakers, and to stimulate people to join the ‘movement’. The main objectives of pilots are to test alternative designs of basic income schemes and evaluate outcomes in relation to claims by both advocates and critics, for example, on consumption of ‘bads’ or participation in the labour market.

This chapter will first look at recent citizens’ initiatives and then consider the value of pilots, with a brief review of those done in the past and those in the planning stage at the time of writing.

The Basic Income Earth Network (BIEN)

The Basic Income European Network, later the Basic Income Earth Network (BIEN), was formally established in September 1986 at a meeting in Louvain-la-Neuve, Belgium. It was symbolic more by chance than design that Thomas More’s Utopia was first published in Louvain, in 1516; in 2016, celebration of Utopia’s 500 years coincided with those for BIEN’s thirtieth birthday, again held at Louvain-la-Neuve.

Members of BIEN, now drawn from all over the world, have produced copious research and writing on the many issues thrown up by the simple idea that everybody in society should have a basic income as a right. Funded by member subscriptions, BIEN holds an international congress every two years; the first took place in Antwerp in 1988 while the 2016 Congress was held in Seoul.

By early 2017, there were thirty-four affiliated networks promoting basic income, in Argentina, Australia, Austria, Belgium, Brazil, Bulgaria, Canada, China, Finland, France, Germany, Iceland, India, Ireland, Italy, Japan, Mexico, the Netherlands, New Zealand, Norway, Poland, Portugal, Quebec (Canada), Scotland (UK), Slovenia, South Korea, ‘Southern Africa’ (covering several countries), Spain, Sweden, Switzerland, Taiwan, the UK (with two, the Citizen’s Income Trust and Basic Income UK) and the United States.

BIEN can claim to have kept the debate going through times of political disdain, trying to refine intellectual arguments, deal with objections, encourage costings and collect evidence from all over the world. Initially, a multilingual newsletter reported on work in various countries, now online as Basic Income News. And BIEN has spawned a peer-reviewed journal, Basic Income Studies.

However, the key event has been the BIEN congress convened, so far, every two years. After the inaugural event in Louvain in 1986, the venues were a roll-call of some of the great cities of western Europe; Antwerp in 1988 was followed by Florence, London, Paris, Amsterdam, Vienna, Berlin, Geneva and Barcelona in 2004. The last took place under the aegis of the World Social Forum and brought in hundreds of extra participants who had been attending other events at the time.

At the end of the Barcelona Congress, members voted overwhelmingly to convert BIEN into a global network, and agreed informally to alternate future congresses between a European venue and one outside Europe. Ensuing events were held in Cape Town, Dublin, São Paulo, Munich and Montreal. However, the informal rule was quietly sidelined with the 2016 congress in Seoul, attended by participants from all over the world. Growing interest and the fact that over thirty national networks had been formed prompted a decision in Seoul to hold a congress in Lisbon in September 2017 and another in Tampere, Finland, in mid-2018.

Hundreds of papers on all aspects of basic income have been written, presented and discussed at these congresses. Those of us who have participated from the outset have often remarked how we have learned something new at each and every event. Only a small fraction of the papers have been published, but historically minded scholars should find many gems.1 BIEN has from the beginning been open to, and encouraged, the expression of a wide range of perspectives on basic income. It is in that spirit that the network has continued to thrive.

The Swiss Referendum of June 2016

The Swiss referendum on basic income of June 2016 attracted intense and widespread international debate and media attention. At one level, the most obvious, it failed. But there is good reason to think it advanced the cause. It was started by a few enthusiasts, without funds or organization, and snowballed into a joyous series of actions whose legacy should stand future movements in good stead.

Switzerland’s unique form of ‘direct democracy’ allows groups of citizens to call for national referendums on specific policies. This requires the validated signatures of 100,000 Swiss citizens in support of the proposal, to be collected within a year of launching the initiative. Despite a lack of funds or support from any of the established political parties, the organizers obtained 141,000 signatures from across Switzerland, of which 129,000 were validated.

With few funds and no party backing, the organizers were unable to buy publicity on TV, radio or in the newspapers. To counter this disadvantage, they resorted to some clever stunts that gained considerable public attention, in Switzerland and around the world. Despite the refusal of Swiss banks to cooperate, the campaign managed to accumulate 8 million gold-coloured five-cent coins – one for every Swiss resident – which were dumped outside the national parliament building across from the Swiss National Bank. The video of the occasion was widely viewed.

A poster that set the Guinness world record for the largest ever printed took up most of Geneva’s biggest square, asking rhetorically, ‘What would you do if your income were taken care of?’ An aerial photograph of the poster became a campaign symbol. And there were colourful street marches with children dressed as robots. The organizers even arranged one morning to use some of their limited funds to hand out ten-franc banknotes to commuters in Zurich station. That certainly made the news.

These gimmicks were a mixed blessing. They achieved their primary objective of gaining publicity. But they unbalanced the campaign, appearing to imply that a basic income would enable people not to work and that campaigners believed robots were about to displace people in jobs. They also focused attention on largely urban issues, and it was to be the rural vote that was overwhelmingly negative.

The crucial error, however, was not of the campaign’s doing. The wording of its proposed amendment to the Swiss Constitution gave no figure for the level of the basic income, which was left to Parliament to decide. But early in the campaign, two people wrote a little book advocating a monthly basic income of 2,500 Swiss francs – about £1,700 or US$2,500. Although this figure was not authorized by the campaign, it was seized upon by referendum opponents who said the campaign wanted a basic income that was unrealistically high and unaffordable. Soon the international media were also reporting that the referendum was about ‘giving every Swiss 2,500 Swiss francs a month, or over £20,000 a year’. Opponents also used the scare tactic of claiming that basic income would lead to a sharp increase in migration into Switzerland, although under the referendum proposal Parliament would decide on eligibility conditions for migrants.

The wording of the proposed amendment to the Swiss Constitution was:


Article 110(a) Unconditional basic income

The Confederation shall ensure the introduction of an unconditional basic income;

The basic income shall enable the whole population to live in human dignity and participate in public life;

The law shall particularly regulate the way in which the basic income is to be financed and the level at which it is set.



In the end, nearly a quarter (23 per cent) of those who voted supported the initiative, on a turnout of 46.4 per cent. Although this was portrayed abroad as a resounding rejection of basic income as a social policy, the leaders of the campaign were justified in regarding it as a success. The campaign had engendered a serious conversation across Switzerland, in the media, in cafés and at home. Many more people had come to understand what basic income was about. And the debate and results were reported all over the world, a rare occurrence for Swiss referendums, which are regular events.

While fewer than one in five who voted in rural areas supported the initiative, the story was very different in the major towns and cities. In Geneva, the proposal gained 35 per cent support and in Zurich over 54 per cent. In an opinion poll the week after the referendum, over two-thirds of those questioned thought the vote was the beginning of a longer-term conversation about introducing a basic income, not the end of it. Even many of those who had voted against it said it should be reconsidered later. The medium-term prospects are surely stronger as a result. As one of the leaders of the campaign suggested, anticipating defeat: ‘The Swiss debate is like a movie trailer for the main event and trailers always end with the phrase, coming soon …’2

It is perhaps too early to say whether the Swiss referendum was a defeat that has put back the cause or whether it is a stepping stone for the eventual introduction of a basic income. But there is a saying in Switzerland that no major reform has ever been passed in one referendum; it usually takes two.

The UBIE Initiative

At about the same time as the momentum for the Swiss referendum campaign was starting to build, a group of enthusiasts from across Europe, many of them BIEN members, decided to launch a European Union ‘people’s initiative’. The Unconditional Basic Income Europe (UBIE) campaign of 2014 aimed to obtain the signatures of one million EU citizens within one year, which would have obliged the European Commission to examine the feasibility of introducing a basic income in the EU.

Again without funding, and initially without an organizational structure, the campaign succeeded in mobilizing thousands of activists in twenty-seven EU countries, resulting among other things in the establishment of new national basic income networks. Ultimately, over 300,000 signatures were obtained, creating a solid base for another such campaign in the near future, possibly in 2018.

Meanwhile, both UBIE and BIEN are promoting an annual International Basic Income Week, the 2016 event being the ninth. This provides a platform for public debates and presentations on basic income, helping to energize supporters and to create and spread awareness.

Pilots Past

Cash transfer schemes and basic income pilots in developing countries were reviewed in Chapter 10. Cash transfers of one kind or another, both targeted (social assistance, pensions) and universal (child allowances in many countries), are of course the norm in industrialized countries, so this section will focus just on two experiments in North America that have been specifically linked to basic income.

The Dauphin, Manitoba Experiment

Along with a pilot in Winnipeg at the same time, the Manitoba Basic Annual Income Experiment (Mincome) has achieved legendary status among supporters of basic income, even though it was a negative income tax rather than a full basic income scheme. Jointly funded by the federal and provincial governments, the experiment was conducted between 1975 and 1977 in Dauphin, Manitoba, when the Liberals were in government, only to be suspended after the Conservatives came to power and before the data could be evaluated. Nearly forty years later, researchers unearthed 1,800 dusty cardboard boxes at Canada’s National Archives containing the original files, which have been painstakingly collated and partially analysed by Evelyn Forget and others.3

Mincome was what some have called ‘targeting within universalism’.4 Since all town residents had the option of collecting the Mincome payments, it was both universal and unconditional. Anybody could enrol in the scheme and would qualify for payments if their household income fell below the designated threshold, whatever the reason. People with no labour income could access the full guarantee, equivalent to just under half the median household income. For every Canadian dollar earned, the Mincome amount was reduced by 50 cents, ending once earnings reached C$39,000, roughly the median household income at the time.

More than 2,000 people – a fifth of Dauphin’s population – received benefits at some point during the three-year experiment. While Mincome was intended to test the effects of a ‘guaranteed annual income’ on employment, the data also enabled researchers to look at the impact on various measures of well-being. Families receiving Mincome had fewer hospitalizations, accidents and injuries, including from domestic violence, and a lower incidence of serious mental disorders than similar non-recipient families. Youths, especially boys, were less likely to drop out of high school. Meanwhile, there was little change in hours worked by people with full-time jobs, but students and mothers with young children did reduce time in paid jobs, enabling them to spend more time on their studies or looking after their children.5

Because Dauphin was a ‘saturation site’ for the Mincome experiment, where all residents were in principle eligible for payments, it was also possible to detect community effects. The increase in boys staying on at school was partly attributed to peer influence. Students from families receiving income top-ups, previously most at risk of dropping out, were under less pressure to leave school and find jobs. But students from non-recipient families were also more likely to stay on at school if their friends from recipient families were doing so, an example of peer influence that arises when benefits are universal.

Furthermore, unlike existing welfare programmes, Mincome was perceived as less stigmatizing and this seemed to carry through into people’s social interactions. Mincome recipients socialized more than welfare recipients, used their time in similar ways to non-participants with higher socio-economic status, and were much more likely than welfare recipients to say they never felt embarrassed or uncomfortable with people not on Mincome or welfare.6

The Accidental Pilot: Cherokee Indians and the Casino

In 1993 researchers at Duke University in North Carolina began ‘The Great Smoky Mountains Study of Youth’, designed to track the mental health of 1,420 school-age children from low-income families. Four years into the study, in 1997, the Eastern Band of Cherokee Indians opened a casino on their reservation, and tribal leaders decided to distribute half the profits equally and annually to all tribal members. Over the course of the study, the payments amounted to about $4,000 a year per person, boosting household incomes by almost a fifth on average. (This did not include the children’s payments, which were banked for them until the age of 18.)

The ‘basic income’, paid unconditionally, fortuitously provided the basis for a unique longitudinal pilot. About a quarter of the children in the study were tribal members, so for a decade the researchers were able to compare their development with that of the other children in the study. The results were remarkable. Children in families receiving the basic income, controlling for other factors, did better at school, and there was a ‘dramatic decrease’ in juvenile crime. They had a lower incidence of behavioural and emotional disorders and higher scores for ‘conscientiousness’ and ‘agreeableness’, two personality traits shown to have long-term positive life outcomes in terms of holding down a job and maintaining personal relationships.7 Conscientiousness is the tendency to be organized, responsible and hardworking, while agreeableness is the tendency to act in a cooperative and unselfish manner.

Children appeared to have benefited from better relationships between parents (partly because there was less financial stress and less arguing about money), which also improved the relationship between parents and children. Drug and alcohol use among parents declined. Most encouraging of all, the positive changes were most pronounced in the children who began as the most deprived or disturbed. The basic income helped those who needed it most.

The Namibian and Indian Pilots

As discussed in the last chapter, the basic income pilots in Namibia and India provided compelling narratives. While the research methodologies might not satisfy the purists who treat randomized control trials as the gold standard, they combined qualitative and quantitative data to provide a richer interpretation of the effects of giving a basic income to whole communities. And the design was as close to a true basic income as was feasible for a short-term pilot. The payments were basic, paid in cash, paid monthly, paid individually, paid to everybody and paid unconditionally. Thus they allowed identification of individual, household and community effects.

Pilots Present and Planned

A series of announcements has made 2017 a ‘year of the pilots’, initially creating something close to euphoria among basic income supporters. Yet the mood has since changed to disappointment as timidity and expediency have taken over, with ulterior motives in play. Pilots should aim to test whether basic income has the effects its advocates claim in terms of reducing inequality and economic insecurity, and promoting personal freedom and community cohesion. This means testing a genuine basic income – universal, unconditional, given to every individual in a community on a regular basis. Regrettably, for a variety of reasons, most of the planned ‘basic income’ pilots are not designed to do this. Here is the state of play at the start of 2017.

Finland’s National Insurance Agency

In 2015, the newly elected Finnish Prime Minister, Juha Sipilä, announced that a basic income pilot would be instituted as part of what was called ‘experimental governance’. Some €20 million has been allocated for the project. In March 2016, KELA, the national insurance agency with responsibility for the pilot, summarized its aim as follows:


The basic income experiment is one of the measures aimed at reforming the Finnish social security system in accordance with changes in working life, to make social security more participatory and incentive-based, to reduce bureaucracy and simplify the complex benefit system in a manner that would be sustainable from the perspective of general government finances.



In advance of finalizing the pilot design, KELA issued a review paper on the various options and summarizing the legislative and legal challenges to be overcome before its implementation in 2017–18.8 These included rules, under the Finnish Constitution and EU law, that forbid discrimination between groups in the allocation of welfare.

A full basic income pilot was quickly ruled out as too expensive. Instead, from January 2017, €560 (about $620) a month is being provided, tax free, to a random sample of 2,000 registered unemployed aged between twenty-five and fifty-eight receiving KELA unemployment-related benefits. They will continue to receive any current benefits in excess of €560, such as housing allowances, to ensure they are not worse off than before. Participation for those selected is mandatory and, for the two years of the experiment, this group’s decisions and outcomes will be compared with the decisions and outcomes of another randomly selected 2,000 unemployed.

In contrast to unemployment benefit, the payment will not be withdrawn if the unemployed person obtains a job during those two years. But the purpose of the experiment, as now devised, is essentially limited to testing the effect of an unconditional payment on job incentives. Thus the Ministry of Social Affairs and Health stated: ‘The primary goal of the basic income experiment is related to promoting employment.’9 The head of the KELA working group that drew up the plan told the press that ‘it would encourage people who are afraid of losing their unemployment or other benefits to take short-term jobs’.

In this form, the payments will simply act as a regressive wage subsidy. Those who receive the money and obtain a job will not only be better off than those who remain unemployed, but they will be better off than others doing the same jobs. There may also be a substitution effect if recipients are prepared to accept lower wages as a result, displacing those already in the jobs or putting downward pressure on their wages.

A more ambitious scheme was politically feasible; opinion polls showed that nearly 70 per cent of Finns supported the idea of basic income, at a higher level than has been set. To highlight the fiscal timidity, if scaled up to the whole population, the amount implied by the pilot is less than existing government expenditure on social benefits. As a simple back-of-the-envelope estimate, paying every Finn €560 a month would cost about €36 billion a year, compared with about €42 billion currently spent on cash benefits.

A basic income is not, or should not be, an instrument of social engineering, a thinly veiled attempt to induce people to behave in ways the state thinks they should behave. If the set objective is to induce the unemployed to take low-paid, short-term jobs, and the payments do not in fact result in more unemployed taking such jobs, will ‘basic income’ be judged to have ‘failed’?

One of the hopes of basic income advocates is that it will enable people to have more control of their time, and to shift to ‘work’ that is not ‘labour’, should they wish to do so. This might include unpaid care work, voluntary work in the community, retraining or education. None of these possible and valuable outcomes can be assessed with the proposed pilot. However, it should be noted that most of the funds allocated by the government for the experiment have been kept in reserve for a more substantial pilot to start in 2018, which may come closer to basic income principles.

Dutch Municipalities

The year 2016 also saw growing interest in doing basic income pilots elsewhere. In the Netherlands, a number of municipalities sought to take advantage of a newly enacted law offering local authorities the chance to experiment with innovative social policies. The 2015 Participation Act toughened ‘workfare’ conditions for receiving welfare support, which require people to apply for (and accept) jobs, enrol in return-to-work programmes and do mandatory ‘volunteer’ work. The Act also gave local councils, which administer social assistance, the power to specify their own conditions, such as volunteer or care work in return for benefits, but at the same time it left room for experimentation.

By the second half of 2016, numerous Dutch municipalities, led by Utrecht, Groningen, Tilburg and Wageningen, had developed plans for various forms of basic income experiment. However, the biggest challenge was gaining approval from the central government; the right-wing People’s Party for Freedom and Democracy (VVD), the senior partner in the coalition government, had consistently opposed the idea of basic income. In September 2016 the government said it would allow no more than twenty-five municipalities, with about 22,000 welfare claimants in total, to start pilots from January 2017. And it set strict conditions on how the two-year pilots were to be carried out. This has deterred previously enthusiastic local authorities from going ahead. As of early 2017 only eight were planning pilots; others were waiting for the outcome of the general election in March 2017.

Initially, pilot proponents wanted to see what would happen if behavioural conditions were scrapped and the poverty trap removed, by paying an unconditional benefit that would allow recipients to earn extra income without penalty. The primary hypothesis was that ‘workfare’ conditions for entitlement to benefits, and sanctions for not fulfilling them, were unnecessary, infringed personal freedom and generated insecurity and hostility. In general, people want to improve their lives by earning income and do not need to be forced to do so.

However, the pilots due to be launched in 2017 will not test anything close to a basic income. Rather than allow local authorities to operate their own experiments, the government has decided to impose its own design, broadly following a complex proposal originally drawn up for Utrecht known as ‘Weten Wat Werkt’ (Know What Works).10 This divides the total sample of intended recipients into six groups, intended to test different levels of conditionality on incentives to take jobs and leave welfare rolls.

The first group will receive the normal benefits (€973 for a single person, €1,390 for a married couple) but will not be subject to formal sanctions if they do not seek employment. A second group will be subject to additional obligations and checks designed to ‘reintegrate them into the labour market’. A third group will be allowed to keep 50 per cent of their earnings beyond their welfare payment, up to €199 a month for a single person and €142 for a married couple. A fourth group will be some sort of hybrid of the first three, and the last two will be control groups, one in the municipality, one outside it, subject to the existing welfare regime. Participation will be voluntary, but once in, people cannot withdraw.

Even in its own terms, this complexity would pose severe challenges for any evaluation. But the government has further undermined the value of the experiments by stipulating that, after six months, the municipality must check whether people in the first group have voluntarily made enough efforts to find employment. If the bureaucrats decide they have not, they will be excluded from the trial and revert to the normal ‘workfare’ conditions. Thus, far from being lifted, sanctions will remain a threat.

This hodgepodge of a design has predictably drawn a spate of criticism. Social scientists from the four collaborating universities of Groningen, Tilburg, Utrecht and Wageningen wrote to the Dutch Parliament to say no scientific evaluation would be possible. As Professor Ruud Muffels pointed out,


The effects of sanctions have been extensively studied. I wonder what kind of information you want to find. It will also complicate the interpretation of the results of the pilot. If freedom has consequences – the participant can be banned from the experiment after one year when he or she is not ‘active enough’ in seeking a paid job – this line of enquiry cannot be tested.11



Another critic lamented:


We wanted a simple pilot based on trust rather than on repression. We wanted to give benefit claimants more freedom, more choice, more purchasing power. Now we have a complicated set of rules. What remains is a puzzle, which makes it difficult to shape the experiments and understand the results.



The Dutch experiments will thus be neither a basic income scheme nor consistent with liberal values, more a paternalistic exercise in social engineering. Moreover, the constraints have led most of the formerly interested local authorities to drop or postpone participation. A major difficulty is the requirement for one experimental group to be subject to even harsher job-related conditionality than the present system; this is bound to deter people from volunteering to take part as they will not know in advance to which group they will be allocated.

The Canadian Province of Ontario

Canada has long seemed a prime candidate to be the first country to introduce a basic income. A ‘guaranteed minimum income’ via a negative income tax was recommended by a Senate committee as early as 1971 and by a Royal Commission (the Macdonald Commission) in 1985. In 2015–16, politicians in several Canadian provinces indicated interest in sponsoring basic income experiments, including Alberta, British Columbia, Prince Edward Island and Quebec. The Liberal Party, which won the general election of 2016, passed a motion at its subsequent party conference supporting a ‘minimum guaranteed income’.

Things have moved fastest in Ontario, where the provincial government has earmarked about C$25 million to establish a three-year basic income pilot project, which it says will aim ‘to test the growing view that a basic income could help deliver income support more efficiently, while improving health, employment and housing outcomes for Ontarians’. Hugh Segal, a former Conservative Senator and long-time advocate of basic income, was invited to prepare a discussion paper on options,12 which provided the basis for a government consultation document in late 2016.13 A pilot of some sort was expected to be launched in mid-2017.

As Segal admitted in his report, the pilot is unlikely to meet all the criteria for testing a proper basic income, but the plan looks more promising than the Dutch and Finnish experiments. The primary aim is to test variants of a basic income, and the consultation document has recommended three designs: a basic income that would replace the main existing social benefits under Ontario Works and the Ontario Disability Support Program; a basic income as a negative income tax; and a basic income paid to working-age individuals of eighteen to sixty-four years of age with no rules limiting extra earnings. In addition, the government wants to test two benefit levels and two tax-back rates to be applied to any earned income. Evaluations would be based on a randomized control trial and three ‘saturation site’ studies that would allow testing of community-level effects.

A pilot on these lines obviously risks over-complication, especially as, like the much earlier Mincome experiment, it will only supplement the incomes of individuals that fall below a certain level. Moreover, confining eligibility to working-age adults excludes two income-vulnerable groups, children and the elderly, an important drawback. One in five Canadian children lives in poverty, one of the highest rates in the OECD. Eligibility will also be restricted to people resident for at least a year, though for a pilot this seems reasonable.

Despite the drawbacks, the Ontario basic income pilot is so far the most promising of those planned to start in 2017. There will be no behavioural conditions and the basic income will be paid to individuals (although it is not clear if the basic income will be paid to each individual or merely calculated on the basis of the number of individuals in the household), with supplements for those with disabilities and designated caregivers. Segal has recommended a monthly income guarantee of C$1,320 per person, about 75 per cent of the provincial poverty line, with an extra $500 for disability, to be paid for a minimum of three years.

Y Combinator, California

In 2016, the start-up ‘accelerator’ Y Combinator announced a plan to conduct a small-scale basic income pilot in Oakland, California, for which $20 million has been put aside, probably to be supplemented by other donors. A ‘pre-pilot’ was launched in September 2016 to test logistics and study design, and a three- or four-year pilot was set to start in mid-2017.14

Sam Altman, the young venture capitalist who is president of Y Combinator, has said he wanted to fund a study on basic income because of the potential of artificial intelligence to eliminate traditional jobs and widen inequalities. He is not primarily interested in studying the impact on employment, assuming that there will not be many jobs out there. Rather he wants to find out what people choose to do when basic needs are taken care of. ‘Do people sit around and play video games, or do they create new things? … Do people, without the fear of not being able to eat, accomplish far more and benefit society far more?’15

At the time of writing, the project design and the level of basic income to be paid were still to be refined. The initial idea was to provide 100 randomly selected families in poor districts of Oakland with an unconditional basic income for five years. However, a pilot on this basis would not manifest potential community-level effects. It was subsequently decided to conduct two community-wide pilots, in which every adult would receive a basic income for two or three years, which would come closer to a proper test of something like a basic income.

Setting the level of the basic income for the pilot is another tricky decision. If it is significantly above what might be generalized state-wide or nationally, a basic income may be dismissed as fiscally impractical. A smaller amount might also have significant positive effects and be seen as more realistic. While the project team have decided to renounce publicity for the duration of the pilot, these points should be borne in mind in interpreting the eventual results of what could be a valid and useful experiment.

GiveDirectly, Kenya

GiveDirectly, a California-based crowd-funded charity, has gained wide publicity for its activities in east Africa, where it has provided low-income men and women with large lump-sum or monthly unconditional cash transfers. Using randomized control trial (RCT) methodology, evaluations have found similar results to other cash transfer studies, with recipients reporting higher living standards, more investment in productive assets, greater food security and improved ‘psychological wellbeing’.16 People were happier, more satisfied with life, less stressed and less depressed.

As of early 2017, GiveDirectly planned to mobilize $30 million for what it claims will be the largest basic income experiment ever. Continuing with the RCT methodology, villages in two Kenyan counties will be divided into three groups: in forty villages all adult residents will receive a monthly basic income for twelve years; in eighty villages all adult residents will receive a basic income for two years; and in another eighty villages all adult residents will receive a lump sum equivalent to the two-year basic income. In all, some 26,000 individuals will receive cash transfers worth about 75 US cents a day. Data will also be collected from a control group of a hundred similar villages.

The stated main objective of GiveDirectly is the eradication of ‘extreme poverty’, which is a worthy goal but is not the prime rationale for a basic income system. At the time of writing, the hypotheses to be tested had not been finalized, though one aim of the proposed study is to look at the impact of a long-term basic income on risk-taking, such as starting a business, and another is to look at village-level economic effects.

The sheer size of the planned experiments may backfire by distorting the social and economic context. The project has already run into problems of low participation rates in one county, where people have refused the no-strings largesse, believing it to be linked to cults or devil worship. That said, unlike the pilots proposed in Europe, this experiment will test a genuine basic income by providing a universal, unconditional income paid to all individuals in a community. So the hope must be that the researchers, advised by well-known economists from prestigious US universities, will ask the right questions.

Separately, another crowd-funded charity, Belgium-based Eight, is launching a small basic income pilot in Uganda in January 2017. This will give all residents of a village in the Fort Portal region, about fifty households, an unconditional cash transfer of just over $18 a month ($9 for children) for two years. Outcomes will be compared with a baseline survey carried out beforehand. Eight (so-named because €8 a week provides a basic income for an adult and two children in Uganda) says it will be looking at the impact of the basic income on education participation of girls and women, access to healthcare, engagement in democratic institutions, and local economic development. It hopes to scale up to more villages subsequently.

A similar experiment is planned in India by Cashrelief, a non-profit organization, which hopes to provide all residents of a poor village with a basic income for two years. It will monitor outcomes on income, assets and spending on health and education, as well as watch out for community effects.

In Brazil, from 2008–14, a local NGO, ReCivitas Institute, gave a monthly basic income of about US$9 to 100 residents of Quatinga Velho, a small poor village in São Paulo state, funded by private donors. In January 2016, it launched Basic Income Startup, another donor-funded project, which will give individuals a ‘lifetime’ basic income, adding another individual for each $1,000 donated. ReCivitas hopes this idea will be replicated elsewhere in Brazil and internationally.17

Although Quatinga Velho has clearly benefited from the basic income, the experiment is not, strictly speaking, a pilot as there has been no attempt at evaluation. The organizers say they are already convinced basic income works and the priority is to implement it. A law committing Brazil to introduce a basic income was signed by President Lula in 2004, after a tireless campaign by then Senator Eduardo Suplicy and others.

Crowd-funding Basic Income

Quietly, as a form of demonstration, crowd-funding schemes have been launched to provide selected individuals with a basic income. Mein Grundeinkommen (My Basic Income) in Germany, set up in 2014, has given over fifty people €12,000 for one year, chosen by lottery, no questions asked. In the Netherlands, MIES (Society for Innovations in Economics and Community) awarded its first basic income in 2015 to a man chosen because of his unpaid work in the community, notably a communal agriculture project known as Garden City. He has been receiving the equivalent of $1,000 on top of his income from his copywriting job. When asked what was the first thing he purchased with his basic income, he replied, ‘I bought time.’

In the United States, basic income advocate Scott Santens crowd-funded his own basic income through Patreon, a crowd-funding platform aimed at artists, musicians, bloggers, photographers and other creatives, which has attracted 143 funders ranging from venture capitalists and Facebook engineers to women’s rights activists. With $1,000 a month as his basic income, Santens is now a full-time activist and worker for basic income for everybody.

Another initiative associated with basic income is the Grantcoin Foundation’s digital currency grants. In 2016 hundreds of applicants in seventy countries received these so far tiny grants that can be traded electronically. Such cryptocurrency schemes are in their infancy, and it is far too early to say whether they have a significant role to play as a secondary basic income scheme. But they should be watched with interest.

In the Air Elsewhere

By late 2016, political parties and movements in several countries were proposing basic income pilots. In Britain, following Jeremy Corbyn’s re-election as leader of the Labour Party, John McDonnell, Shadow Chancellor of the Exchequer, announced at the 2016 party conference that Labour would consider advocating a basic income in its manifesto for the 2020 general election, with the proposal of a pilot as a first step. In Scotland, the governing Scottish National Party passed a motion supporting basic income, and councillors in Fife and Glasgow are discussing local pilots.

In New Zealand, the opposition Labour Party has come out in favour of a basic income pilot. In the US, the District of Columbia city council has passed a motion calling for a pilot in Washington DC, San Francisco is investigating a pilot programme, and advocates have formed a political action committee, the National Campaign for Basic Income, to support initiatives at the local, state and national level. In December 2016, a group of US entrepreneurs, academics, activists and others launched the Economic Security Project with the stated aim of achieving the transition from ‘conceptual discussion to meaningful action’. In Taiwan, a new political party, the Taiwan Republican Party, is promoting basic income. In South Korea, basic income is supported by several prominent liberal politicians, including presidential candidate Lee Jae-myung, mayor of Seongnam city.

In Iceland, the upstart Pirate Party, which came third in the October 2016 general election, supports holding a pilot, noting a severe poverty trap in the existing system. Germany’s more marginal Pirate Party (2 per cent of votes in the 2013 federal elections) also favours basic income, while a new party, Bündnis Grundeinkommen (Basic Income League) was formed in September 2016 with the sole objective of introducing an unconditional basic income.

In Switzerland, the city of Lausanne passed a motion in April 2016 calling on the council to implement a basic income pilot. In France, the Senate has recommended trials, and there is a move to carry out a basic income experiment in the Aquitaine region.

In late 2016 in Italy, the port city of Livorno, run by the anti-establishment Five Star Movement, began a small-scale basic income experiment to give €500 a month, unconditionally, to 100 of the city’s poorest families. It plans to extend the payments to more families in 2017. Two other Five Star municipalities, Ragusa in Sicily and Naples, are reported to be considering similar schemes.

And After Pilots?

Basic income pilots are primarily for testing behavioural claims and counter-claims and for helping to legitimize basic income as a practicable policy. But by definition a pilot is only a short-term change. This raises two questions. Would the effects be different if the change was a long-term ‘permanent’ one? And would the effects wear off and even be reversed after the end of the pilot?

There is relatively little empirical material to help answer these questions. And devoting resources to follow-up studies could simply result in more delay in pursuing desirable changes. Even so, there is some tentative evidence that even short-term basic income pilots can have lasting effects after they have ended. They may break taboos, which once broken cannot easily be resurrected. They may enable some people to break out of a financial stranglehold, as in the case of someone in debt bondage or in an abusive relationship. They may give some people the courage to take economic or social risks, emboldening them to continue.

In the Indian pilots mentioned in Chapter 10, a ‘legacy survey’ six months after the pilot had ended found that certain changes had persisted, most notably the emancipatory impact on young women. Several cash transfer schemes have found that positive economic effects continued subsequently, partly because people increased their earning opportunities by using the transfers to buy tools and equipment or livestock, but also because the schemes opened their minds to new possibilities that gave them hope for the future.18 A study in Sri Lanka found that men’s annual income five years after receiving transfers had increased by 64–94 per cent.19 Another in Uganda found that four years after receiving one-off grants, youths were earning 41 per cent more on average than those who had not received grants.20

This prompts an idea. If short-term pilots do have positive effects, and if there is good reason for thinking that even basic incomes received for, say, eighteen months have lasting effects, then why not instigate a rolling series of localized schemes, moving from one or two regions to others selected randomly, and then continuing until the whole country is covered? No doubt some politicians would baulk at this. But at the least it would be fiscally easier to do.

Not every study has shown significant benefits persisting after payments cease, though in assessing longer-term outcomes the amount of the transfer and the length of time for which it was paid need to be taken into account. And some critics contend that short-term pilots of cash transfers do not succeed in the alleged aim of ‘breaking the cycle of inter-generational poverty’. This may be setting the evaluation bar too high.

Conclusions

Pilots cannot test and evaluate the fundamental justifications for basic income – social justice, freedom and economic security – which is why some supporters of basic income think pilots are a waste of time and money. The question of whether a basic income should be introduced cannot be boiled down to an empirical test of observable behaviours. If basic income is considered a right, asking if it ‘works’ makes no sense, any more than the abolition of slavery. That said, properly designed, pilots can serve a useful purpose in evaluating competing claims and criticisms of basic income, gaining political acceptance and identifying potential issues arising from implementation.

Ideally, basic income pilots should be carried out by the state or local governments, in monetary form, and not by philanthropic bodies or in some unfamiliar and non-legitimized currency that cannot replicate reality. However, for all their limitations, the pilots already completed have demonstrated that the various aspects of a basic income have positive effects. As long as pilots are not used as an excuse for lack of political action, they should be a force for good, if only for showing or suggesting what other interventions would make a basic income optimally successful. The real challenge today is political will.

Perhaps the biggest danger in this fluid phase of basic income pilots is that they will evolve into social engineering, testing out morally dubious tactics derived from behavioural economics. The term ‘basic income’ could become a cover for something close to workfare, when pilots are presented as testing ‘the incentive to work’ (sic) and varieties of conditionality.

To be a proper test, any ‘basic income’ experiment must be consistent with the proper meaning of a basic income; payment must be universal, unconditional and individual (see Appendix). What starts out as an incentive scheme can easily elide into one with all sorts of sanctions and disentitlement devices. Similarly, lottery and crowd-funding schemes may generate envy or resentment and divert attention from important community effects that are a hallmark of basic income.

The motivation for pilots should be to enhance freedom, social justice and economic security, while testing behavioural aspects that might need other interventions. If pilots compromise freedom, and offend principles of social justice and security, they should be resisted.
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‘Our basic function is to develop alternatives to existing policy, to keep them alive and available until the politically impossible become the politically inevitable.’

MILTON FRIEDMAN



There is an oft-told story of a delegation going to the White House to present President Franklin D. Roosevelt with a policy proposal. After he had listened to them, he said, ‘Okay, you have convinced me. Now go out and bring pressure on me to do it.’ Fundamental social change rarely comes without sustained political pressure. And politicians are rarely intellectual or policy leaders, even though they will try to take the credit for something once it is up and running. Just occasionally, one emerges with the courage to lead.

Pressure matters. One lesson from the missed opportunity for advancing towards a basic income in the US in the early 1970s was that at a crucial moment the public pressure was released. As a result, the more conservative elements in the Democratic Party were able to stifle the initiative.

Today, the primary block to implementation of a basic income system is political, not economic or philosophical. However, this is changing rapidly. New political parties have embraced basic income in their manifestoes and some old established parties have moved towards including it in their party platforms or are committing themselves to conducting pilots. These include the British and New Zealand Labour Parties, the Scottish National Party, the Greens in most countries, including Britain, Canada, the Czech Republic, Finland, Ireland, Japan, the Netherlands, Norway and the United States, and the Pirate parties where they exist, most notably Iceland.

In Britain, although the Conservatives have shown no interest, both Jeremy Corbyn, the Labour Party leader, and Labour’s Shadow Chancellor, John McDonnell, favour piloting the idea, as does Ed Miliband, Corbyn’s predecessor as leader. Canada’s governing Liberal Party has put basic income into its policy platform, and several provincial premiers have come out in support. As noted earlier, Finland’s Prime Minister has put money aside for a pilot in his country. In France, senior politicians have spoken in favour of basic income, including former Prime Minister Manuel Valls, and the Socialist Party has chosen a basic income advocate, Benoît Hamon, as its candidate for the presidential election in April 2017. Basic income is demanded by some factions of Podemos in Spain, and by Alternativet in Denmark and Razem in Poland, new political parties formed to represent the precariat. All this reflects a new sense of legitimacy. Basic income can no longer be dismissed as unworldly utopianism.

Meanwhile, opinion polls reflect a spreading awareness of what basic income means, as a result of this more open political conversation. In 2016, a cross-EU opinion poll conducted by Berlin-based Dalia Research found over two-thirds of respondents in favour and only 24 per cent against, the remainder being undecided.

Above all, proposals for a basic income are moving up the political agenda because other policies supposedly offering social protection have been tried, have largely failed on their own terms, and have been unable to arrest growing inequality and economic insecurity. Rather, they have involved increasingly degrading interventions by the state, as exposed by various TV programmes and in harrowing films such as Ken Loach’s I, Daniel Blake. Means testing, sanctions, demonizing the disadvantaged as ‘shirkers’ or worse, have not succeeded. Such policies shame us all.

The political parties that have promoted these illiberal policies are mostly on the defensive, discredited by their repeated failures and for offering at best prescriptions suited to twentieth-century problems, rather than policies to meet twenty-first century challenges.

They could get away with increasingly harsh sanctions, lack of due process, ‘nudges’ and workfare when, in the eyes of the majority, only a small minority of ‘others’ were the target. But the inadequacies and inequities are exposed when that minority becomes a large group, with many more people close to joining it or close to those who are.

The legitimacy of basic income as an idea may thus be greater now than at any time in the past, while the defence of existing policies and the trends they exhibit are at an ebb, swamped by the accumulation of negative evidence and imagery. These are two necessary conditions for progress, though far from a guarantee of it.

Transition Obstacles


‘If I wanted to get there, I would not start from here.’

IRISH JOKE



Moving towards a basic income as the anchor of a new income distribution system must find a way of unravelling the complexity of the existing system which is the result of ad hoc tinkering over the past century or more. The US government, for example, administers 126 federal welfare programmes with no common rules on eligibility, conditionality, duration or rules for withdrawal, while the fifty states have additional programmes of their own. In the UK, the existing system was well described by the Scottish Nationalist MP Ronnie Cowan in a House of Commons debate on basic income in September 2016:


If we were all given a blank sheet of paper and asked to design a welfare system, nobody – but nobody – would come up with the system we have now. They would need thousands of sheets of paper and would end up with a mishmash of abandoned projects, badly implemented and half-hearted ideas and a system so complicated that it lets down those who need it most.1



Untangling this mess requires a government with the political will to pursue a sustained strategy and weather inevitable setbacks. The travails of the hapless Iain Duncan Smith, Britain’s former Secretary of State for Work and Pensions, in trying to simplify and consolidate several means-tested benefits into a single Universal Credit may hold some lessons on how best (or not) to move forward with a basic income.

Jurgen De Wispelaere and José Antonio Noguera have usefully broken down the political obstacles into three overlapping challenges.2 First, there is the challenge of attaining political feasibility. Coalitions of support must be built. But these must be strong, rather than coalitions of convenience. Those supporting basic income must see it as part of their ideological or strategic agenda. And those in the coalition must have the capacity to engage in sustained political campaigning, perhaps suspending differences between themselves on design features or the phasing of reform. On basic income, libertarians might be advised to emphasize aspects that progressives, or egalitarians, would favour, and progressives to emphasize what libertarians as well as themselves would support.

Second, there is the challenge of demonstrating institutional feasibility. If implementing a basic income is perceived as risking administrative chaos, a bureaucracy intent on retaining its comfort zone could seize upon this to try to delegitimize the whole reform. The reformers must find ways of preventing that.

Third, there is the challenge of achieving psychological feasibility. Policymakers must secure a broad level of social acceptance of basic income among the public, or at least a willingness to give the reform a fair trial. This must mean, among other things, a sensitive campaign to explain the values and principles behind the reform. Reformers must be able to pre-empt the expected jibes over lack of ‘reciprocity’, affordability, inducement to laziness, ‘something for nothing’ and cash for the undeserving and unneedy.

Above all in this respect, reformers must confront the view that ordinary citizens would be taxed to help pay for some people to live at their expense. The right-wing media would seize upon any poor person they could display as enjoying life as proof that the basic income was encouraging debauchery, using ‘taxpayers’ money’. Sadly, statistical evidence would not be enough to curb such prejudiced journalism. Either a pre-emptive strategy would be required in which such incidents were built into the learning process. Or, better, the funding should be shown as coming from ‘capital’ or forms of rent, so the media could not present it as taxing Bill to pay Jack.

These challenges point to the political advantage of framing basic income as a social dividend, and as a matter of social justice, freedom and basic security, rather than as a better means of tackling poverty. Another rhetorical justification might be strategic preparedness for possible large-scale technological disruption of jobs and employment, analogous to military defence policy, disaster preparedness and measures to mitigate climate change. History is strewn with cases of politicians reacting too late. Here is an opportunity to take sensible action in advance.

Public Pressure

Moving the political debate forward also requires identification of groups most likely to support a basic income and those groups most likely to oppose it. The former have to be persuaded to give basic income priority in their public campaigns, and to coalesce with other supporters. Today they include non-governmental organizations representing the disabled, feminists, the homeless, various ecological interests, some trade unions, students and youth, artists and even medical organizations.

Opponents have included many social democrats, reformed communists and traditional trade unionists, who continue to believe that the way to a better society is for everybody to have full-time jobs. They are suspicious of any policy that offers freedom from unwanted labour, suspecting that the advocates of basic income are motivated by a sinister desire to dismantle the welfare state, or what is left of it. This posture must be respected – and firmly rebutted, whatever the libertarian supporters of basic income might wish.

One response to their concern is to show them that the psychological basis of their worry is unfounded. If, as psychological experiments have shown, basic security encourages people to be more altruistic and solidaristic, a basic income system should strengthen public resolve to defend solidaristic social policies in general. Of course, that effect alone would not be enough. But specific public services or benefits should be defended on their own merits, independent of basic income. There is no reason to presume that people given basic income security would lose the will or desire to defend public services.

In the United States, a new phase in the public debate came with the establishment in June 2016 of the National Campaign for Basic Income (NCBI). Complementing the existing US Basic Income Guarantee Network (USBIG), which primarily promotes research and information, the NCBI has been set up as a ‘527’ organization under the US tax code, which enables it to engage in direct political action with the aim of building political coalitions to influence elections and policymaking.3

The former US trade union leader Andy Stern has also mused that political pressure could be built up by the equivalent of the Townsend Clubs that mobilized support for Social Security in the 1930s.4 And he hopes that some city mayors or state governors will ask for federal waivers to stage pilots. A report by the National League of Cities, which represents 19,000 US cities and towns, has recommended that cities investigate basic income.5

Meanwhile, a newly influential movement, Black Lives Matter, allying over fifty organizations, issued an ‘official platform’ in August 2016 that included a demand for a universal basic income (UBI). It also argued for an additional amount (a sort of UBI+) to be paid to black Americans as reparation for the harms of colonialism, slavery and the mass incarceration of mainly young black men in modern times. Without endorsing this specific demand, which would be hard to administer fairly, the essence of the platform is a demand for reparation for past injustices. The Middlesbrough tale of Chapter 2 is very much along the same lines.

In Europe, the scope for greater public pressure has been enhanced by the energies of new political parties, by national networks that are welcoming new members, and by new initiatives such as the annual Basic Income Week events. Unions and precariat groups are also starting to call for basic income. In September 2016, the Trades Union Congress (TUC), the UK’s umbrella union body, voted in favour of the following motion endorsing basic income:


Congress believes that the TUC should argue for a progressive system that incorporates the basis of a Universal Basic Income system paid individually and that is complementary to comprehensive public services and childcare provision. Congress believes that such a system would be easier to administer and easier for people to navigate than the current system, which has been made increasingly punitive and has effectively been used to stigmatise benefit claimants. The operation of sanctions pushes people into destitution for trivial reasons. Congress recognises that until the housing crisis is resolved there would also be a need for supplementary benefits to support people on low incomes with high housing costs and that there will always be a need for supplementary benefits for disabled people. The transition from our current system to any new system that incorporates these principles should always leave people with lower incomes better off.



It is worth quoting that resounding motion in full if only to emphasize how a leading ‘labourist’ body has finally been converted to the cause of basic income, while correctly seeing the need to preserve other public services and income supplements. The TUC may not be the power in the land that it once was, but its conversion marks a welcome addition to the bodies advocating a basic income in the UK.

I would urge anybody supporting basic income to join a pressure group that does so. A promising model may be the so-called ‘Basisteams’ in the Netherlands, local groups which undertake to inform their communities about basic income. What is not true is the claim that we lack knowledge. Finding the optimum justification out of the many rationales that have been cited in the preceding pages is the real challenge today, along with exercising the necessary public pressure. In that regard, there is one rationale that has never been a trump card before. It could be now.

The Political Imperative


‘Nothing is more powerful than an idea whose time has come.’

PARAPHRASED FROM VICTOR HUGO, THE HISTORY OF A CRIME



Something like a basic income has become a political imperative as never before. It is one policy that could reduce the chronic economic and social insecurity at the heart of the populist revolt behind Brexit, the election of Donald Trump as US President and the rise of nationalist and far-right movements in Europe and elsewhere. It may soon become clear that nativist populism has no attractive answer for these insecurities. Restricting migration and putting up trade barriers will ultimately hurt the very people the populists claim to represent.

That could open up new political possibilities for basic income. So far, Third Way timidity has held up thinking. For example, defeated Democrat candidate Hillary Clinton, speaking before the US presidential election, said she was ‘not ready to go there’ on basic income. By contrast, Bernie Sanders, whom she defeated for the Democratic nomination, said he was ‘absolutely sympathetic’ to the idea.

Meanwhile, Donald Trump steamrollered his way to the presidency by promising to bring jobs back to the US and stop American firms from transferring jobs abroad. Yet with the introduction of protectionist measures, production costs will rise, automation will accelerate, and the next scapegoat will be the robots ‘taking American jobs from American workers’. Then perhaps something like a basic income will creep back onto the policy table.

While there are reasons to be sceptical about the predicted technological dystopia that has prompted many high-tech plutocrats to come out in support of basic income, this may nevertheless be a strong factor in mobilizing public pressure and political action. Whether jobs are going to dry up or not, the march of the robots is undoubtedly accentuating insecurity and inequality. A basic income or social dividend system would provide at least a partial antidote to that, as more commentators now recognize.6 For example, Klaus Schwab, founder and executive chairman of the World Economic Forum and author of The Fourth Industrial Revolution, has described basic income as a ‘plausible’ response to labour market disruption.7

President Barack Obama said in an interview shortly before the end of his presidency that universal basic income would be ‘a debate that we’ll be having over the next 10 or 20 years’, noting: ‘What is indisputable … is that as AI [Artificial Intelligence] gets further incorporated, and the society potentially gets wealthier, the link between production and distribution, how much you work and how much you make, gets further and further attenuated.’8

The ethical and philosophical justifications for basic income – social justice, freedom and economic security – have been well established. They are embedded in the Enlightenment values of all civilized societies and are clearly interrelated, ultimately resting on the sentiment of empathy. This is the emotion that separates the progressive mind from the reactionary one. Empathy derives from a strong faith in the human condition. It is the ability to put oneself in another’s shoes and to accept that people have the right to live as they wish, as long as they do no intentional or careless harm to others. Defending those values in the face of lurches to authoritarianism and paternalism may be very difficult in current circumstances. And we must recognize that this means a fundamental reform of ‘rentier capitalism’ arising from the policies and underlying ideology that have held sway since the 1980s.

In that context, one of the biggest challenges confronting any major social reform is identifying a feasible way of moving from the current situation to something very different. It requires a leap of imagination to postulate a better future. It is all too easy to see transitional drawbacks as impenetrable barriers. But before long the rising political anger in and around the precariat could make basic income a political imperative for any government keen to be re-elected. One may wish for a nobler motive, but expediency may prove significant.

Baby Steps?

So, how best to move from today’s complex, mainly means-tested system, with its numerous behavioural conditionalities, to a system of social protection anchored by a basic income?9 What is clear is that there is no ideal or optimum approach. In each society, it will depend in part on the structure of the economy and the structure of the old welfare system. Suggested approaches include building up ‘partial basic incomes’ for everybody, starting from a very low base, or introducing basic incomes for selected groups and gradually extending them to others.

The latter strategy was developed in detail for South Africa.10 Sadly, the recommendations were not followed. It could be claimed that the cash transfer schemes in various Latin American countries have been doing the same implicitly, notably in Brazil through its Bolsa Família, which now reaches over 80 million people, and Mexico with Oportunidades. They have advanced the remit of non-contributory cash transfers and helped to legitimize giving cash rather than operating more paternalistic subsidy schemes.

More broadly, the main options are either to replace existing social protection schemes in toto, as advocated by some, particularly US libertarians, or to build up a basic income or ‘social dividend’ system alongside existing social security schemes, gradually integrating them into a multi-tiered social protection system in which basic income provides a floor.11 The second probably offers the better prospect in industrialized countries.

Means-tested and behaviour-tested schemes would be phased out over time, and funds hitherto allocated to these schemes could then be paid into a basic income or social dividend fund. No one currently receiving benefits would be worse off than before; means-tested benefits would continue to be paid (though taking the social dividend into account would steadily reduce the number of households dependent on them) until the dividend reached a level at which they could be replaced.

Means-tested housing-related benefits might have to be continued in the UK and other countries with distorted housing markets, which should be tackled separately. However, behaviour testing for the unemployed, and fitness-for-work tests for those with disabilities, should be rapidly eliminated. Those with disabilities should receive a supplement based on their higher living costs and reduced earnings opportunities.

Launching a social dividend, at a very modest level to begin with, could be presented politically, drawing on Thomas Paine’s argument, as a return on the social wealth generated by society and our ancestors, including part of the rental income from the private ownership or exploitation of assets – physical, financial and intellectual.

In a second tier, the social dividend could be topped up by a ‘stabilization grant’, which would fluctuate according to the state of the economy, paying more in times of recession and less in boom times, as outlined in Chapter 5.

The social dividend and the stabilization grant component could be adjusted by changes in national income and by the economic growth rate, with the level set by an Independent Basic Income Committee or Social Dividend Committee. Its members could be appointed from the mid-point of one parliament to the mid-point of another, which would insulate the social dividend policy from party politics and reduce the risk of it being used for party political ends.

A third tier would be a ‘social insurance’ layer of benefits for contingency risks such as sickness, involuntary unemployment and maternity. However, unlike today’s contributory systems, the benefits paid would not be linked to contribution records. Instead, to regenerate an ethos of social solidarity, everyone above the basic income level (or a higher minimum level to be decided) would pay a certain percentage as social insurance contributions.

These could go into a social insurance fund as now, or into general taxation but shown as a separate item on tax statements. In this way, those having a relatively low probability of need would cross-subsidize those with a relatively high probability, the original concept behind social insurance schemes. And on top of that layer, there would be private, voluntary schemes, including company pension schemes, for people wanting to take out additional insurance.

This would be a coherent system, without being too radical or unwieldy, that would help combat the economic insecurity inevitable in an open market economy in the twenty-first century, buffeted by the pace and depth of technological change, that will otherwise be economically, socially and politically threatening.

Citizen Dividends … or Security Dividends?

The complexity of reform and the difficulty of overcoming prejudiced views on affordability and the impact on work and labour are two reasons why framing the idea of basic income as social dividends may offer the more politically feasible route forward. Introducing a universal social dividend scheme, with initial amounts set below those needed to meet most people’s material needs, could not be dismissed as economically unfeasible and could allow time for a political consensus to emerge in favour of something more ambitious.

By itself, unlike means-tested benefits, the universality of a basic income could attract broad political support. It would still be radical in the best tradition of that word – aiming to reduce inequality, inequities and economic insecurity, while promoting republican freedom – in a way that a wide array of thinkers from very different philosophical traditions could share. It would also be pragmatic in leaving aside the eventual goals on which political and ideological thinking would differ. And it would sidestep the standard objections that persist in spite of repeated refutation, most notably that a basic income is unaffordable and would reduce labour and work.

Reformers could state their long-term ideal of moving towards a society that minimized economic insecurity, adding that the next steps would have to await a fresh electoral mandate. By this means they could counter the conservative or rather reactionary cry that it would be reckless and non-credible.

Taking the social dividend route would be strengthened by the establishment of democratic sovereign wealth or capital funds – a sort of partial socialization of capital, although to avoid raising ideological hackles another term might be found, such as a Commons Capital Depository.12 This could be built up through taxation (or sharing) of rentier income, possibly augmented by a carbon tax, a financial transaction tax, other ‘green’ fiscal policies and so on. And alongside these two structural reforms, every citizen and entitled legal resident could be issued with a ‘social dividend card’. At that point, we might wink to the spirit of William Morris, winning the objective with another name.

Politicians must find a way – or several ways for different groups – of framing basic income so as to outflank critics from the media and the establishment, most of whom have had more than the equivalent of a basic income from birth. Opponents will continue to use the sophistry of reciprocity – surely, you cannot want to give something for nothing – which they do not demand of inherited wealth.

They will continue to depict images of laziness, dependency, scrounging and such like while reporting gleefully on the frolicking of the indolent rich. And they will leap on any policymaker or politician who suggests that, to finance a basic income, the affluent might need to pay more tax or lose certain tax privileges, while not questioning tax cuts for the wealthy at the expense of reduced social benefits and public services.

This double-standard treatment echoes the criticisms of previous socially progressive ideas. But advocates of basic income should accept the challenge with increasing confidence. Evolution rather than ‘revolution’ must be the message. Moreover, it is becoming ever clearer to everyone that the income distribution system of the twentieth century has broken down, and that unless something fundamental is changed, more and more people will face chronic social and economic insecurity, with all that implies for political instability and the drift to extremes.

Leaving aside instrumental reasons for supporting a basic income, the thrill lies in the potential to advance full freedom and social justice, and the values of work and leisure over the dictates of labour and consumption.

The times they are a-changin’, sang Bob Dylan. And times do change the chances of success. As Thomas Paine so memorably put it in the introduction to his epochal Common Sense of 1776, ‘Time makes more Converts than Reason.’ For basic income or social dividends, the time is now.
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While some basic income advocates such as Philippe van Parijs regard pilots as unnecessary, they can be useful in many ways. These include assessing


a. the process of implementation,

b. the impact on attitudes,

c. the impact on behaviour, and

d. other institutional or policy changes that would strengthen positive effects and weaken or avoid possible negative ones.



To talk of ‘evidence-based policy’ is fair enough, but those designing, conducting and analysing the data from any experiment should have a sense of humility. Every pilot has limitations; no pilot is or can be ideal. And pilots should not become a barrier to reform. A pilot is better suited to uncovering how and why an intervention does or does not work, rather than whether or not it works.1

That danger is illustrated by a telling historical example. In the dying days of slavery in the nineteenth century, some apologists argued that there was no evidence that emancipation would lead to sustainable benefits for the economy, for production or for the slaves themselves. The answer blacks and abolitionists gave was that freedom should come first, and then resources should be made available to make emancipation work.

That said, each pilot should be judged on whether it can help support or refute hypotheses, prejudices and intuitions. And if pilots are to spread, they should adhere as closely as possible to objective principles. These may be summarized as follows:

The payments must be proper basic incomes

For a pilot to test a true basic income, the payments should have the following features:

— The amount paid should be basic, sufficient to be meaningful for the recipient but not so high as to provide total security.

— The income should be paid in cash, or in a form easily convertible into cash, for example, via a bank account, smart card or mobile phone. It should be regular, predictable and stable, preferably paid monthly over a sustained period. It should not be paid as a lump sum, mainly because of the ‘weakness of will’ effect.

— The basic income should be universal, paid to all those usually resident in the pilot community at the outset. This will enable detection of community effects, including non-economic effects. It should also be non-withdrawable.

— It follows that there should be no targeting. The basic income should not be given only to those deemed to be ‘poor’, however poverty is defined. Basic income is intended to be a right and rights are universal. Moreover, means testing is unfair and prone to error, while targeting creates poverty traps.

— It also follows that there should be no selectivity. Giving to one ‘deserving’ group rather than another may put the selected group under pressure to share with others, diluting the effect of the basic income. Paying an income just to mothers risks generating tensions within households.

— The basic income should be unconditional, without requiring some pre-specified behaviour.

— The basic income should be paid individually and equally to each man and each woman. Basic income security is an individual right, and should not be applied to some notion of the ‘family’ or ‘household’, whose size and composition may be affected by the policy itself. For children, or adults unable to collect their own income because of disability or frailty, a surrogate (the mother in the case of children) can be designated to receive it on their behalf.

— No other policy change should be made at the start of or during the pilot, to ensure a fair assessment of its effects.

A basic income pilot that respected some but not all of these criteria might be acceptable to test the validity of certain features, perhaps because of resource constraints. But in evaluating the outcomes, researchers would need to recognize that the design was not a full or proper basic income.

The pilot design must be clear and sustainable

It is easy to overlook the need for clarity about the design and its sustainability – why a particular design is adopted rather than alternative feasible designs. This should apply to all aspects cited in the first principle, especially the amount of the basic income and the duration of the pilot. All the design features should be recorded at the outset. To ensure sustainability, there should be a clear workplan and proper budgeting.

The design must be kept constant

Once a pilot has been launched, its design should not be altered unless it becomes essential to do so.

The pilot must be adequately large

A very large pilot cannot be sensibly managed, but if it is too small it fails to be a real basic income experiment. Behavioural and attitudinal changes may be tendencies; some people change, others hesitate, and others do not change. Often the hypothetical effects are relevant only to some of the people in the selected sample (teenagers, people with disabilities, etc.). It is essential to have enough people with the potential characteristics of interest for statisticians to estimate effects (or lack of them) with confidence. As a general rule, the minimum sample size should be 1,000 individuals, and a bigger sample would be preferable.

The duration must be long enough

Obviously, the duration of the pilot should not be very short, for then it would be merely a one-off capital grant. The effects of a basic income can be expected to manifest themselves over time, as people learn and adapt. There may be an impact effect, immediately after the grant is first received, and an assimilation effect, as individuals become used to receiving the basic income. There may also be a wearing off effect, in some respects, and a learning effect in others. For these reasons, the duration of the pilot should be more than a year. Two years is reasonable, though some would argue for longer.

One practical consideration is the project fatigue factor, easily ignored in the first flush of enthusiasm. However, any pilot scheme involves regular evaluation and the construction and maintenance of a team of researchers and fieldworkers. There is also respondent fatigue, since evaluating a pilot requires asking respondents questions or watching them in some way. In this respect, as in several others, the best may be the enemy of the good.

The pilot must be replicable and up-scalable

Pilots should be designed to be replicable and up-scalable. In other words, it should be possible to conduct a similar pilot somewhere else and it should be feasible in principle to scale up the pilot to a larger community and to national level.

Random control groups should be used

Determining the impact of a basic income requires comparing outcomes, both with the behaviour and attitudes of people beforehand (before the ‘treatment’ begins) and with ‘control groups’, otherwise similar, who do not receive the ‘treatment’ or come under the policy. The primary objective is to ensure outcomes are the result of the basic income and do not stem from a change coming from the outside.

While randomized controlled trials (RCTs) are currently in vogue, they have severe limitations when it comes to evaluating basic income. The principle behind RCTs, as the name implies, is that those receiving the ‘treatment’ should be selected ‘randomly’ from a wider population, and the control group should also be selected ‘randomly’. This would typically mean listing households in an area and drawing a sample, so that one family (or individual within a family) would receive the basic income while the family next door would not.

Apart from the risk of generating inter-community and inter-familial tensions, one likely outcome would be some sharing of the basic income between households and between family members, on a non-random basis. This would negate the universality of the basic income, dilute its impact and make it hard to evaluate outcomes. In the Indian pilot in Madhya Pradesh, twenty similar villages were selected randomly from a wide area: in eight of these, everyone received the basic income and in the remaining twelve villages no one did. It was thus possible to explore a range of effects, both at micro-level and community level, including attitudinal and behavioural changes.

There should be baseline surveys

For a proper evaluation, a baseline census or survey of the community is needed to provide detailed information on the prospective respondents, covering all aspects likely to be assessed by the pilot. (If a census is not practicable a large sample should be chosen.) This should be complemented by a baseline community survey that collects data on structural characteristics of the community – demographic breakdown, infrastructure, distance to schools and clinics and so on. The idea of both is to identify the conditions, behaviour and attitudes that exist before the impact of the basic income.

Preferably, the intended recipients of the cash transfers should not be informed of the plans at the time the baseline survey data are gathered – although of course cooperation in the survey is more likely if they do know!

Since the evaluators will not know in advance what effects the basic income will have, and cannot realistically anticipate all of them, the baseline surveys need to collect a rich array of data. They should be conducted about one month before the first grant pay-outs, so as to capture the patterns prevailing at the time of the launch.

One of the key decisions for the baseline census is the selection of respondent or respondents. Asking, say, the nominated ‘household head’ is likely to elicit different responses on some issues from those that would be given by another household member. Bearing in mind the individual nature of a basic income, responses can be expected to differ by gender, age and other personal factors.

Ideally, it would be desirable to collect background factual data on the household and individual data from each member separately. This may be impractical and too costly in terms of fieldwork and data processing. However, the number of women selected as respondents should be equal to the number of men. The Madhya Pradesh pilot interviewed one male and one female respondent per household.

After the baseline survey, it is advisable to conduct a public information campaign to explain what will happen in the course of the pilot, to overcome suspicions and to make sure respondents know what will be involved, including the fact that they will receive the payment regularly, without spending or behavioural conditions.

Regular evaluation surveys must be conducted

The idea of a pilot is to test effects, and to do so it should build in a series of surveys, starting with the baseline survey. Another survey should be conducted about six months after the start of the pilot, allowing enough time to detect an impact on behaviour and attitudes, and further interim surveys every six months or so, depending on the length of the pilot. At the end of the pilot, preferably within a month of the last cash transfer, there should be a final evaluation survey covering the same individuals and households questioned in the baseline survey. In each case, the questionnaire should be as close as possible to the one used in the baseline, with similar reference periods.

Key informants should be used

While the focus of attention should be on the individuals receiving the basic income, it is desirable to involve key informants in the evaluation process. Extra information should be collected from local authorities, local teachers and medical personnel, and others with knowledge of the community. They should be asked for information that is not available from recipients and for information on the way a basic income might influence behaviour. A good pilot evaluation should build on a structured questionnaire addressed to key informants with questions expressed in a neutral way.

If the pilot covers several communities, the areas chosen need to be structurally similar, particularly for making comparisons between basic income areas and control areas. But the evaluation design should also take into account possible exogenous changes during the course of the pilot that may change the structure of a community so that it is no longer similar – the building of a new school, or the introduction of an irrigation scheme, for example. For this reason, it is desirable to have a simple community survey at each evaluation point to check on structural changes that may influence outcomes.

Analysis should address multi-level effects

The pilot should include adequate techniques to assess and evaluate effects on individuals, on households and families, and on the community, such as economic multiplier effects. Looking solely at effects on individuals can be misleading. (The most egregious example relates to labour subsidy schemes that look only at the effects on the person benefiting, without considering deadweight effects – the person could have obtained a job without the subsidy – and displacement effects – a subsidized person may displace a non-subsidized person.)

Some of the richest effects may be at the community level. If they are not studied at the same time, an evaluation may conclude that, because the effect at individual level was good or bad, basic income is good or bad. There may be feedback effects at community level on how individuals behave and interact with one another. One of the claims made by advocates of basic income is that it would foster altruism and social responsibility within communities.

Evaluations should cover both attitudinal and behavioural effects

A basic income can be expected to affect behaviour, physical and emotional ‘well-being’ and attitudes. So a pilot must aim to look beyond directly measurable behavioural effects and include attitudinal questions, posed in as neutral a way as possible. To permit numerical evaluation, respondents should be asked to choose from a range of five possible answers on a likert scale (e.g. (1) strongly disagree, (2) disagree, (3) neither agree nor disagree, (4) agree, (5) strongly agree).

Hypotheses should be explicit before the pilot is launched

There should be a clear list of hypotheses to be tested, established before the pilot is launched and before the baseline survey is carried out. Too often pilot schemes are launched with only vague ideas of what to expect, perhaps because they are implemented under pressure or as a result of a conflicting array of claims and counter-claims. Another problem, less often noted, is when a pilot is launched with only one or two hypotheses to be tested, as has tended to be the case with RCTs.

Consider a few standard hypotheses:


a. A basic income enables the household or family to provide children with more food, and this induces better nutrition and better health.

b. A basic income reduces the pressure on the household to oblige children to labour and increases the probability of them attending school.

c. A basic income enables the household to pay off debt.



These hypotheses require benchmark data, from the baseline survey and baseline community survey.

Then consider another set of hypotheses:


d. A basic income granted to person X leads person Y to reduce the amount of time devoted to income-earning activity, and/or leads person Y to alter his/her consumption.

e. A basic income scheme leads to the establishment of a local group to advise recipients on how to spend their money.

f. A basic income leads to social community pressure on recipients to share with non-recipients outside the community.



These are indirect and external effects that may require information from the recipient, from the household and from outside the household. While this has implications for the design of a baseline household survey, it also requires a community-level benchmark and monitoring survey, and matching household and community evaluation surveys conducted over the period of the pilot.

Then there are hypotheses that relate to the effects on the local economy and local society, such as the following:


g. A basic income scheme leads to an improvement in income distribution, lessening income inequality, and it does so by more than a simple addition of the cash transfer.

h. A basic income leads to the establishment of local financial agencies, leading to a growth of financial intermediation.

i. A basic income scheme leads to the development of local businesses and more employment in the community.



Hypothesis (g), for instance, is crucial to a proper evaluation of a basic income system. If the pilot design was not able to measure the impact on income distribution, it would fail to evaluate a key aspect of basic income. However, if only a minority of the community were provided with the basic income, it would be impossible to test this crucial hypothesis altogether. Thus it is essential that the basic income is paid to all residents.

Cost and budgeting must be realistic

It is important to devise realistic cost estimates at the outset of the pilot. Proper evaluation requires decent funding and technical expertise. And besides costing for the basic incomes themselves, for administration and for the evaluation, some money must be set aside for contingencies. In any empirical study involving surveys, the only certain rule is that mistakes will occur, not necessarily because of errors in the design or conduct of the pilot but because inevitably there will be unexpected events and setbacks.

The sample must be as constant as possible

It is an essential but hard-to-maintain principle of a basic income pilot that the sample must be as constant as possible. However regrettable from a social point of view to deny a basic income to a newcomer, nobody not covered at the outset of the pilot should be subsequently included, with the exception of new babies. Migrants or returnees who enter the community after the start cannot be included. However, it is desirable to include them in the survey, since their presence may have effects on attitudes and behaviour that should be taken into account.

Out-migration is another issue. The solution will depend on the hypotheses to be tested. In the Madhya Pradesh pilot, people who moved away no longer received the basic income. However, the planned GiveDirectly pilot in Kenya will continue to pay the basic income to out-migrants present in the basic income villages at the start, because one hypothesis to be tested is the incentive to move to find paid work. Obviously, in a prolonged pilot there will also be some deaths. So keeping the sample constant will rarely be entirely maintained. The point is to try to come as close to it as possible.

The transfer mechanisms must be monitored

One of the biggest challenges for any cash transfer scheme in developing countries is the lack of sophisticated financial institutions and widespread ignorance of banking. Cash transfers inevitably involve a learning function, and institutional failure can distort the effects on behaviour and attitudes (for example, if it is difficult to access cash paid into a bank account).

There are several methods for distributing cash transfers, none of which is entirely adequate. The important issue is to make sure people receive the money directly, without the involvement of an intermediary. However, bearing in mind the need for replicability and up-scaling, another question is: what option would be the most desirable and replicable at national level, in terms of cost, transparency and user-friendliness?2

While the method chosen will depend on local circumstances, most pilots will need to make provision for costs and time involved in enabling people to receive the money, by helping to set up bank accounts or by providing biometric smart cards or even mobile phones, and by ensuring that the money can be accessed locally quickly and easily. For monitoring purposes, however, all transactions should pass through the banking system, as may also be required by law.

Agency or ‘Voice’ effects should be considered

No sensible advocate of basic income believes it to be a panacea. Many vulnerable people given a basic income would remain vulnerable and liable to be oppressed or exploited. To combat that vulnerability, they need agency, the capacity to exercise effective ‘Voice’ in their defence. This writer has long taken the view that basic income will work optimally only if those receiving it have individual agency and some form of collective Voice to defend their interests.

A pilot social policy project should always take account of agency effects. Agency or Voice may exist prior to the experiment, or may emerge during and/or as a result of the intervention. In the Namibian basic income pilot, within months of starting, the villagers formed a committee to advise on good use of the money and to defend the more vulnerable against anybody trying to take advantage of them. To what extent did that affect the outcomes? The evaluation team had the strong impression that the impact was positive. But it was unable to tell how important it was.

Other pilot cash transfer schemes have picked up a positive effect of agency; a study in Nicaragua found that in areas with a relatively high proportion of ‘community leaders’, the effects of conditional cash transfers were stronger.3 That is only one type of agency that could be measured in a pilot. Others should be taken into account in the selection of sampled areas and in the design of the evaluation instruments.
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How has the meaning of class changed?
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Chris Bickerton

Who rules the EU and how does it work?

Who are the winners and losers of European integration?

Is the EU a threat to democracy?
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What is Islam?

What are its principles, rituals, history, evolution and challenges?

What do words such as Allah, Sharia, Jihad and Infidel really mean?
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