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A note about terminology


A BASIC INCOME (BI) is a cash payment where assessment and delivery is based on the individual. It is universal for a defined population, is not means-tested, not selective except by age, and it is unconditional.


The concept has a fairly long history (see the Chronology in Appendix D), and during that time has had several different names, sometimes with extra conditions attached. In 1918, it was introduced as a ‘State Bonus’. The Social Credit Movement of the inter-war period called it a ‘National Dividend’. Milton Friedman, an American Nobel Prize-winning economist, introduced the concept as a ‘Negative Income Tax’ (NIT) in 1962. In its original incarnation, it was based on the household and had a 100 per cent withdrawal rate until the cash transfer had been paid off. Thus, originally a NIT was an income available only to poor people, rather than a BI paid to everyone, rich or poor. Its use in today’s debates is as a version of BI with an alternative method of administration, based on a fully integrated benefit and income tax system. This is discussed further in chapter 8.


Another Nobel Prize-winning economist, James Meade, used the term ‘Social Dividend’ from 1935, but implied different things at different times – sometimes as a needs-based system and sometimes as a payment to everyone with no differentiation. ‘Social Dividend’ was the term commonly used until the early 1980s. Since the 1980s, the term used in the English-speaking world has been ‘Basic Income’, although in the USA it is often referred to as a ‘Basic Income Guarantee’ (BIG). Some people dislike the term ‘Basic Income’, because it sounds too basic, and yet that is really what it is about. The Basic Income Research Group agreed to change its name to the Citizen’s Income Trust (CIT) in 1993. It is the only organisation that has consistently used the term ‘Citizen’s Income’ (CI), and this is recognised in the UK. Professor Ailsa McKay always referred to a ‘Citizen’s Basic Income’ (CBI), and the founding group of the new Scottish charity chose to use this term too, with its emphasis on citizenship. The terms CI, CBI and BI can be used interchangeably.


The term ‘Unconditional Basic Income’ (UBI) was adopted for the European Citizens’ Initiative (ECI on UBI) in 2013. Since then the abbreviation, UBI, has frequently been used, but has often been interpreted as ‘Universal Basic Income’. These terms are also interchangeable with ‘Basic Income’.


My own preferred term is ‘Basic Income’. It is shorter, to the point, and avoids the problem of the apostrophe. The presence and position of the apostrophe are crucial, since otherwise it changes the meaning. The apostrophe before the ‘s’ in Citizen’s Income emphasises that it must be paid on an individual basis.


Please note that neither a Participation Income, nor a Social Wage, nor a Minimum Income Guarantee (MIG) is a Basic Income. The first is similar to a Basic Income, but it is conditional on recipients participating in society (see chapter 7). The latter is a guaranteed minimum income that is targeted on people with insufficient income in order to raise them up to a given poverty threshold (Mestrum, 2017). A BI is paid unconditionally to everyone, rich and poor.





Preface


My story – or why it has taken me over 30 years to write this book


I THINK THAT I must have become a feminist at the age of about eight, when I realised that my mother did not have any money of her own, but had to ask my father for every penny – even to buy him a birthday present. He was kind and gentle, but inevitably he controlled the money. My next experience was in the mid 1960s, when, as a young, married, working woman, who believed that marriage was a way of proving how mature and responsible I was, I received my first tax return. This stated that if you were a married woman, you must pass the tax return to your husband for him to fill in on your behalf, (for which you would have to tell him any financial secrets that you may have had, and the reciprocal of which was not required). Of course, any tax rebates would be paid to him, and anyway, I was the one who carried out the financial administration for us both!


I assumed that, as a working married woman, in the period between jobs when I had no earnings, I would be eligible for Unemployment Benefit. However, I was rejected on the grounds that I had made myself unemployed by resigning from my school-teaching post at the end of the school year, which left a month before my next job started. I was told that it was up to my husband to keep me. I was incensed. I had not included the possibility of being a financial dependent into my vision of happy marriage. At that time a married woman could elect to have separate assessment for taxation on her earnings, but not on any other income. This remained the case until married couples became entitled to be taxed separately, starting in the fiscal year 1990–91. I did not think much of either the social security or income tax systems, especially for married women, and started thinking about alternatives. I remember talking about the concept of a ‘social dividend’ with a friend over breakfast one morning in 1970, who pointed me in the direction of Henry George’s Progress and Poverty (George, 1879, 2006).


In the mid 1970s, my husband and I separated. People asked why I had got married in the first place, since I knew what I would be letting myself in for? But, obviously, I was ignorant. So I wanted to explore where it said in the Marriage Laws that women have to be treated as second-class citizens. I bought a copy of the Marriage Act, which turned out to be a leaflet, merely stating who could marry whom, where and by whom. I noticed that it said ‘Chapter 15’ on the front, so I returned to HMSO and asked for the rest of it. The man laughed and explained that Chapter 15 referred to the fact that it was the 15th piece of legislation going through Parliament that year. So I asked how I could find out about how the Marriage Laws determined the role of women in marriage. He opened a very thick tome, which was an index of all the Acts of Parliament, and looked up ‘Marriage’. There followed several pages, each comprising three columns in small print, listing Acts that Marriage affected or was affected by. It seemed that the only way in which people could learn in advance about to what they were committing themselves, was to do a three-year PhD on the subject.


When men and women commit matrimony, they rarely know what the contract says. Not only that, but the small print can change over time, too. The key lies in the fact that the Marriage contract is not a contract between the husband and wife, as many assume. It is between the couple and the State, in which the couple agree to aliment, or maintain, each other, relieving the State from the responsibility of having to support the poorer partner. At the same time, this deprives the poorer partner from any state benefits, unless the other partner agrees to a joint application. In this condition lies the bane of married women. This is the reason why I think that the UK Marriage Laws are unethical, and I would like to see them changed, or at least this aspect of them. When I met my new partner, I declined his invitation to marry him, and we checked that our son would not lose out on his inheritance rights under the current laws. In 1986, The Scotsman printed my article, ‘The humiliation of an empty purse’, about financial dependence in marriage.


I read as much as I could find about Social Dividend and in 1983 I wrote a departmental working paper entitled ‘In Praise of Social Dividends’, copies of which I sent to people whom I thought might be interested. Later that year, I attended a one-day conference on income maintenance organised by the National Council for Voluntary Organisations (NCVO) in London. During the discussions in the afternoon, I heard other people say, ‘You would not have that problem with a Social Dividend’. We managed to identify each other and went off to the pub afterwards to get to know each other and agreed to keep in touch. They included Hermione (Mimi) Parker, Bill Jordan and Philip Vince. We met under the auspices of the NCVO for a few times over the next year and, out of that, the Basic Income Research Group (BIRG) was founded in 1984. I was surprised that, for a group who were in agreement over the concept, we argued fiercely about our individual ideas for Basic Income (BI) schemes. There was a learning process, too, to distinguish between whether we wanted a BI for its own sake, or for what it could achieve. It took quite a time to differentiate between instrument and objective, or means and ends. Also, we discussed whether we wanted a selective, needs-based benefit, or a Social Dividend that would be the same for everyone (of the same age).


The next major event was the conference in Louvain-la-Neuve in Belgium in September 1986, organised by the Collectif Charles Fourier, a small group all of whom had been, were, or were about to become, academics at the Université Catholique Louvain-la-Neuve. They were able to finance the conference from a prize for an essay about a Basic Income, and 60 people from across Europe were invited. The conference was a wonderful experience, had a friendly atmosphere and was extremely stimulating. It concluded by agreeing to set up the Basic Income European Network (BIEN) to keep a network of national organisations in touch with each other and organise a conference every two years. BIEN became the Basic Income Earth Network in 2004 because several national networks outwith Europe had become affiliated.


In 1989, BIRG became a charity, (number 328198). My own situation changed dramatically at this time, with a series of close bereavements including the death of my partner/husband after a short illness at the age of 50. Turning 40 with a new baby keeps one feeling young. Becoming the widowed mother of a ten year-old at 50 is quite different. In 1991 BIRG was granted generous funding by the Joseph Rowntree Charitable Trust to employ a part-time director and a part-time administrator. This was on condition that it changed from being BIRG to become the Citizen’s Income Trust (CIT), in order to ride on the crest of the wave of a topical debate about citizenship at the time. CIT hosted the fifth BIEN Congress in London in 1994.


CIT touched a low point in 2001, when our then director left, our Chair, Evelyn McEwen, died, and the ten years of generous funding came to an end. The trustees agreed to continue with private donations, volunteer administration and volunteer contributions to the Citizen’s Income Newsletter. Since then, we have operated on a shoestring, averaging about £3,000pa until recently. The Rev Dr Malcolm Torry volunteered to be the Director, giving an average of half a day per week (with the kind permission of the Bishop of Woolwich), and I agreed to take over as Chair. Since retiring in 2014, Malcolm has given more of his time to CIT. He and I have worked closely together since 2001, and I would like to take this opportunity to acknowledge the enormous contribution that he has made to CIT over these last years. It is probably 90 per cent due to his commitment, hard work, intellect and super efficient administration that CIT has provided such a firm foundation for the BI debate in the UK.


I started writing about BI seriously again in 2005. I had prepared a press release for CIT that ended with the claim that the UK could support a modest BI. It was quickly challenged by Samuel Brittan of the Financial Times asking for figures to back it up. An intense weekend followed in which I put all my back-of-envelope figures into context in an article, which Samuel Brittan acknowledged later (Brittan, 2006). Further stimulation came from the publication of the first Minimum Income Standards (MIS) data by the Centre for Research in Social Policy at Loughborough University in 2008 (Hirsch et al, 2014), which led to a further article. I explored whether a rule of thumb could be devised for the design of a CI scheme, for those over pension-entitlement age, working-age adults and dependent children that could meet the MIS criteria. I also explored how to cost an earnings/income disregard, where the initial tranche of gross earnings or income is tax-free.


In the meantime, I attended one of the organising meetings for the European Citizens’ Initiative on Unconditional Basic Income (ECI on UBI) in Brussels in April 2012, and listened to the discussions about the definition of, and objectives for, Basic Income schemes. Even after all this time, every time I hear such a discussion, I learn something new. Their emphasis on universal, individual, unconditional and high enough for the individual to live a life of dignity with the opportunity to participate in public life is an excellent definition of a full Basic Income. It was disappointing that the ECI on UBI failed to reach the required number of signatures during 2013, but it managed to make 285,000 people around the EU aware of the concept.


An important landmark for me occurred when my local Member of the Scottish Parliament (MSP), Jim Eadie, offered to host a seminar and roundtable discussion entitled Beyond Welfare Reform to a Citizen’s Income: the desirability and feasibility of a ci in the Scottish Parliament. It took place on 15 January 2014 and was attended by 60 people. Professor Ailsa McKay, of Glasgow Caledonian University, was the principal speaker. Although terminally ill, she presented the case for what she always referred to as a ‘Citizen’s Basic Income’ (CBI) with passion and wit, while I followed on with some relevant facts and figures about its economic viability. Sadly, Ailsa, who had been the voice of CBI in Scotland for many years, died seven weeks later. This book is dedicated to her memory.


The year 2014 continued to be very stimulating in Scotland, as the Scottish people asked themselves fundamental questions during the Independence Referendum debates, such as: ‘What sort of society do we wish to create for ourselves and future generations?’ The population in Scotland has become politicised like no other part of the UK, and my fellow trustees at CIT encouraged me to set up a sister organisation in Scotland. During the autumn of 2015, a group of us drew up a constitution for a Scottish Charitable Incorporated Organisation, a trust with limited liability, and the Citizen’s Basic Income Network Scotland (CBINS) was accepted as a charity (no. SC046356) in February 2016.


Following on from the event in the Scottish Parliament, Willie Sullivan (a friend of Ailsa’s) and I approached the Steering Committee of the Scottish Campaign on Welfare Reform proposing that we meet with a dozen or so members to try to devise a set of BI schemes for Scotland. A group of people from voluntary sector organisations in central Scotland met six times between July 2014 and March 2015 to take the idea forward. Faced with a choice of the interchangeable terms, ‘Citizen’s Income’, ‘Citizen’s Basic Income’ or ‘Basic Income’, the last was preferred. Thus they were, briefly, the Scottish Basic Income Group, with the objective of trying to devise a set of BI schemes that could be implemented by an independent or fully fiscally-devolved Holyrood Parliament.


Three sets of sample schemes were devised:


• minimal entry-level ones with BI levels at least as great as those of the current main means-tested benefits, which thus act as a floor, and demonstrate that even minimal level BIs can offer advantages;


• utopian schemes, where no-one is in poverty at even the highest benchmark, whose reference is the MIS; and thirdly,


• economically viable ones that aim to match up with the official European Union poverty benchmark of ‘0.6 of median equivalised household income’.


I prepared briefing papers for our meetings, that the group gently but firmly dismantled, which, though painful, was an excellent learning experience. I was given the task of writing up a report of our work together, which I thought would extend to about 10,000 words. After 25,000 words, I realised that it had turned itself into a book. This book is the outcome of those meetings. It attempts to structure the multitudinous facts accumulated during my immersion in the BI debate over more than 30 years, and I could not have written it in its present form without all of those learning experiences right up to the present time.





The structure of the book


THIS BOOK IS intended to fulfil several objectives.


• to demonstrate that a BI would be preferable to the current social security system, although some would be satisfied with a few changes at the margins of the latter;


• to provide the illustrative sample schemes and show that they are economically viable, even if some people do not consider the method of funding proposed here to be politically feasible at the present time;


• to enable those interested to be able to experiment, design and cost their own BI schemes, by demonstrating the process to follow and showing where to access sources of official data;


• to prove useful as a reference work to help to inform the public about BI, and


• to offer some suggestions as to what grassroots advocates could do to share their enthusiasm.


I have tried to write the book so that it can be read on different levels. It is primarily aimed at the general reader, but it must also be accurate and comprehensive enough to satisfy a range of interests including academic economists, social policy experts, civil servants and politicians.


It is ironic that, although the concept is simple, the subject matter relating to a BI is complex. This is for several reasons:


• one is trying to disentangle the unnecessary and avoidable complications of the current social security system when replacing it, to ensure that their current functions are covered by the new system;


• the internal structure of an income maintenance (social security) system and its immediate outcomes are summarised in Tables 3.2 and 3.3 and reveal how interrelated they are. This leads to some repetition in the text;


• the definition of a BI by itself does not provide enough information to enable someone to devise a particular system. An infinite number of schemes is possible. Each is subjective in the sense that it is the outcome of the prioritised objectives, assumptions and constraints of those who devise it. The design and implementation of any one scheme can quickly become complex and technical.


• Although the concept of a BI is fairly simple, it would lead to such a fundamentally different system that its influence would ramify throughout society and affect many aspects of life, which have to be anticipated and assessed.


A further difficulty for the reader arises where the discussion involves some economic analysis. Few of the concepts are difficult. Where some background in economics or social policy would be helpful, this is flagged up and references are given so that those who wish to learn more are able to follow up particular issues.


Some readers have a blind spot where numbers are concerned. Much of Part III of the book is presented in terms of tables of figures, based on data mainly from official sources, so that the case for economic viability is credible. Readers to whom such numbers and tables are anathema should feel entitled to skip chapters 10 to 13, but are encouraged to persevere with chapter 14, where the deliberations in earlier chapters are used to devise and present the illustrative sample schemes.


The book is in four parts. Part I introduces the philosophical and political arguments about why we need change, and poses the question ‘what sort of society do we wish to create?’ It suggests that the four values (wisdom, justice, compassion, integrity) inscribed on the mace in the Scottish Parliament would be a good starting place.


Part II examines theory and evidence, beginning with the internal structure of income maintenance systems, noting that it comprises four design features that offer choices: the unit for assessment and delivery of a benefit, eligibility, selectivity and contingency. The current system is based on one set of choices and causes problems for benefit recipients. A BI scheme is defined by an alternative set, creating a very different type of society. The relationships between the design features and their outcomes or objectives are summarised in Tables 3.2 and 3.3, which represent the subject matter of Part II. Each design feature is examined in turn in chapters 4 to 7 and its influence on the outcomes is traced. Each of these chapters concludes with a case study of a BI (or a guaranteed minimum income) that has been implemented or piloted. Part II concludes with other evidence from elsewhere in the world, where a scheme has been implemented, piloted or mooted.


Part III demonstrates the economic viability of BI schemes by examining facts and figures. It asks what level of BI would be sufficient, and looks at two different poverty benchmarks against which BI schemes can be matched. It then proposes an alternative benchmark for BI purposes. It shows how to calculate the gross cost of a scheme, and discusses some alternative methods of financing them. I come to the conclusion that a restructured, fairer income tax system would be the best source for the more generous schemes, while recognising that any one scheme could be financed from more than one source. Three sets of increasingly generous, illustrative sample schemes for both Scotland and the UK are presented and costed in chapter 14. A method of costing the schemes is put forward, based on a flat rate tax in the proposed restructured income tax system. This is merely to be able to cost and compare the different schemes using a single figure, and in no way suggests that this is the only, or best, way to finance the BI schemes. The information provided in Part III could guide those interested in designing their own schemes, and in this sense Part III may be regarded as a ‘do-it-yourself manual’.


Part IV ties up loose ends and addresses practical matters. How would a BI scheme be implemented in practice? What is the political process? How would the actual scheme to be implemented be chosen? How do we get from here to there? Chapter 16 concludes by summarising some of the main points from the book.


Appendix A provides a summary of figures for the UK for 2011–15 and for Scotland 2012–15, for easy reference. They include some population figures, Gross Domestic Product and GDP per capita, total personal income and mean income per capita, for both Scotland and the UK. For the UK only, it continues with expenditure on Social Security transfers, revenue raised by different taxes, the cost of Tax Expenditures, the rates for means-tested and other benefits, income tax and employees’ National Insurance thresholds and rates, and numbers of taxpayers by age.


Appendix B provides a hypothetical example of an international BI scheme, and some examples to demonstrate measures of inequality. It also provides other hypothetical examples to demonstrate the redistributive powers of a flat rate income tax that is hypothecated and used only for a BI scheme. It also explores the outcomes of some progressive income tax schedules.


Appendix C lays out the template for an Excel program to work out the cost of your own BI scheme financed by a restructured income tax. Appendix D gives a chronology of BI with respect to the UK. Readers may notice that I like lists.
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PART I



Philosophical and Political Arguments





CHAPTER 1



Introduction:
How did we get from there to here?



Imagine…



IMAGINE A SOCIETY where every adult receives a regular, unconditional, cash payment on an individual basis that is delivered automatically to one’s personal account. This Basic Income (BI) is enough to live on modestly, but with dignity, enabling one to participate in public life. There is no compulsion to work, but most people want to work-for-pay to top up their incomes, to meet other people, for job satisfaction and to be recognised as someone who contributes to society. Some prefer to work long hours on a high salary; others prefer part-time work which fits in better with their work-life balance. Others take time out of paid work in order to care for children and elders, or other family members and friends with disabilities. Although automation has replaced many jobs, there is still demand for highly qualified workers in the new industries, in addition to demand for paid carers, those in the personal services and the creative arts.


Taxes on scarce resources ensure that it is non-material economic activity that continues to grow. There is a buzz in society as many people use their creative abilities to design new products, to make things, and invent new processes. Education is a growth sector, not just for training people for work, but because learning can be enjoyable and satisfying for its own sake. Leisure is another growth industry. Many take up hobbies such as handcrafts, gardening, and rambling. The Arts in many forms take off, both for participant and spectator. Increased financial security has led to a reduction in both the incidence and depth of poverty. The fear, stress and anxiety have lifted and there is a general improvement in health. There is also a reduction in crime. Although one is not protected against the ordinary sorrows of life, optimism is in the air, accompanied by a palpable feeling of good will to and from those around them. People co-operate on local ventures.


Some societies appear to operate on the basis of fear and despair. BI provides a basis of compassion, justice, trust and hope. Let us work together to turn this dream into reality.



Why we need a BI system to replace the current Social Security system



The current social security system was set up immediately after World War II to meet the needs of an economy and society that were very different then.


The economy has changed in many ways over the last seven decades. Manufacturing has declined and given way to services, which is now the largest sector. Full male employment on good wages is no longer the norm. Workers change jobs more frequently than before. Many people are now on low wages, in part-time work, on zero or small hours contracts, in temporary work or insecure jobs. Women comprise a greater proportion of the labour force now. Automation has led to a loss of jobs, initially in middle-income employment, but also among unskilled workers, and eventually it is likely to encroach on the professions (Miller, 2016: 167–8). In the 19th and early 20th centuries, technological change was associated with a change from one type of technology to another, such as from a gas-based to electricity-based technology, or from horse-drawn transport to the steam revolution and to the combustion engine. It led to new jobs replacing the old. However, the scale of the computer revolution with its capacity for information storage, computation, word-processing and communications has led to the automation of many jobs, without the usual replacement by even more employment in the new technology. It is not clear yet whether this trend will continue, or if sufficient jobs to fulfil people’s aspirations will transpire. There will always be a role for employment that needs the personal touch, such as care work, personal services, catering, and the creative arts. A reformed social security system should be such that it is able to cope with any outcome of the automation revolution.


Society has also changed markedly since the end of World War II. Beveridge’s social security system reflected the needs of the time, but has failed to meet those of a gradually changing society. For example, most lone parents were widows then, but now are single or separated. Although many women had been employed during the war, it was felt that the returning war heroes should have first refusal on post-war employment, and many women were persuaded to return to their former roles as wives and mothers first and foremost. In 1948, ‘full employment’ was based on male full time work. It was assumed that a man could earn enough to keep himself with his wife at home and at least one child.


Education for both young men and women has been extended, and now there is a higher proportion of women in the workforce than in the immediate post war era. Many women combine paid work with unpaid caring roles and domestic work in the home. The significance and value of women’s unpaid work in the home and caring for children and elders that underpins the monetary economy is still unacknowledged. The average age of women at which they have their first child has risen. Marriage breakdown occurs more frequently, more couples cohabit without being married, there are more lone parent families (Donabie et al, 2010), and there are complex family arrangements. New Labour set itself the objective of eradicating child poverty by 2020, but failed at their first five-year assessment in 2005. Nevertheless, its Child Tax Credit and increasing support for childcare have contributed to the reduction in child poverty from one-in-three to one-in-four, many of whom live in homes where one or both parents are in work (Belfield et al, 2016: 43 T4.2). Poverty and homelessness have increased, and food banks have become far too familiar features, and not just in the city centres of our affluent society. Life expectancy has risen, but there are stark differences between those of the wealthiest and poorest areas in the UK.


Although the idea of a BI is not new, interest in it in the UK has been accelerating in the last four or five years. It has been realised that a BI could help to solve, or at least ameliorate, several growing problems in the UK and indeed in many other countries too. There are at least four drivers that have precipitated this recent interest in BI.


The first is not just a concern about the growing complexity of the current social security system, leading to an increased risk of errors and fraud, but an awareness of the increasingly callous conditionality and sanctions with which the benefits are delivered. The introduction of Universal Credit (UC) was intended to simplify the system by combining six means-tested benefits, which could be accessed via one agency instead of up to four, as previously. If it had ended there, it might have been a welcome small change in the right direction to the system. However, it has been accompanied by harsh conditionality and savage sanctions, often involving the withdrawal of two weeks worth of benefits for the slightest transgression of the system. Also, there can often be delays in the payments of the benefits, especially of Housing Benefit. Delays in payments are a major cause of recourse to food banks, for which claimants must have a referral note and to which they can only apply up to three times in a given period. A BI scheme can significantly simplify the administration of the social security system, end this conditionality and help to give people more control over their lives.


The second driver is that poverty in the UK currently stands at roughly one in five people. This is the highest that it has been for several decades. It is not just one in five adults, but one in five children also, whose future prospects are diminished by this early experience. It is not just unemployed people who experience below-poverty benefits, but many low-paid workers also suffer poverty in spite of in-work benefits such as Child Tax Credit (CTC) and Working Tax Credit (WTC). Poverty undermines health and shortens lives. A BI could help by providing financial security to underpin people’s lives.


Thirdly, alongside the increase in poverty is the growing inequality of income and wealth. The result of the EU Referendum is likely to have been a response to the betrayal of the people by the establishment, enriching themselves while ignoring the plight of those whose standard of living had been undermined, by globalisation and automation among other things. A BI
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