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Editorial
In an article in The Guardian on the 10th September
Frank Field MP raised serious concerns about both the
principle and the viability of ‘Universal Credit’ ( - we
use quotation marks because it is far from universal
and it is a benefit and not a credit). His criticisms relate
to monthly rather than weekly or fortnightly payments,
and to a marginal deduction rate still at 65%. A major
concern, expressed both by Field and by the computer
industry, is that for ‘Universal Credit’ payments to be
accurate, the computer systems of employers, Her
Majesty’s Revenue and Customs, and the Department
for Work and Pensions, will all need to communicate
with each other in an accurate and timely way, at least
once a month, over every single ‘Universal Credit’
claimant. This would be a tall order for a simple
benefits and tax system, but for our complex tax and

benefits system the plan could be called heroic. Just to
mention one major complexity: We are taxed as
individuals, but ‘Universal Credit’ claims are assessed
on the household. If all of the necessary computer
systems work together accurately, all of the time, then
this IT project will be a most spectacular technological
achievement.
What Field did not mention was that at the same time
as ‘Universal Credit’ is being implemented, Council
Tax Benefit is being localised. Different Local
Authorities will be able to apply different taper rates,
thus making it impossible for the Government to keep
the overall taper rate to 65%, impossible for national
policy on taper rates to be either formulated or
implemented, and impossible for individuals and
households to predict how much of every extra £1
earned they will be able to keep. And which is it to be?
Will income post-‘Universal Credit’ be used to
calculate Council Tax Benefit, or will income postCouncil Tax Benefit be used to calculate ‘Universal
Credit’? If the former, because ‘Universal Credit’ will
now be calculated and paid separately and potentially
at different amounts every single month using realtime earnings data, Local Authorities will be puzzling
over how to calculate a household’s Council Tax
Benefit; and if the latter, then every Local Authority’s
computer system will need to relate accurately to the
Department for Work and Pensions’ system at the
same time as HMRC’s system is trying to do so.
It is just possible that ‘Universal Credit’ could have
worked, and we rather hoped that it would. It would
have provided a little more coherence in a chaotic
means-tested system, and it would have been a useful
step along the way to a Citizen’s Income. With
Council Tax Benefit being localised at the same time,
we are as sure as anyone can be that the Government
faces a perfect storm of tax and benefits chaos. David
Cameron and George Osborne, having agreed to
Council Tax Benefit localisation for political reasons,
and to ‘Universal Credit’ for practical reasons, are now
wondering how to extract themselves and their
Government from the impending disaster. Moving Iain
Duncan Smith from the Department for Work and
Pensions so that they could drop ‘Universal Credit’
was all they could think of. This failed. Their only
option now is to abandon Council Tax Benefit
localisation. Otherwise they will be rabbits looking
into a car’s headlamps.
The Government has decided that there is no Plan B in
relation to reducing the annual public spending deficit.
If they do not abandon Council Tax Benefit
localisation then they will need to start thinking quite
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quickly about a plan B to implement when the tax and
benefits system collapses.
A template for Plan B would be Child Benefit. No
other elements of the tax and benefits system affect
how much of it is paid; it never rises or falls with
decreased or increased earnings; in proportional terms
it benefits non-earners and low earners more than it
benefits higher earners; it never contributes to marginal
deduction rates and so is never a disincentive to
employment;
and
its
administration
and
computerisation have never been a problem. To extend
the principle of Child Benefit to every UK citizen
would provide the Government with precisely the
policy mix for which it is looking. And an added
bonus: to replace ‘Universal Credit’ with a genuinely
universal Citizen’s Income would even enable Council
Tax Benefit to be localised without too many
problems.
We would be happy to advise.

A rule-of-thumb basic income model for the
UK, with and without an earnings/income
disregard: Design and cost your own Basic
Income scheme
by Anne G. Miller
ABSTRACT
The defining characteristics of a Basic Income (BI),
(universal, individual, unconditional, high enough), do
not provide the full specification for a working
scheme. The methods of monitoring, compliance and
delivery, the source of funding, and the actual level(s)
of the benefit must be specified. A BI scheme is a set
of instruments, rather than a program of policy
objectives. Depending on the other instruments with
which it is coupled, it could fulfil a variety of welfare
objectives.
The novel contributions of this paper are that:
a) it demonstrates how a BI scheme can be designed
to fulfil a set of stated objectives according to
given priorities, in this case:
1. To redistribute income from rich to poor (and thus
from men to women, and geographically).
2. That the BIs should reflect the prosperity of the
economy.
3. To prevent poverty for financially-vulnerable
adults and households with children.
4. To reduce the incidence of financial poverty of all
other working-age adults.
2
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5. To provide a method of calculating an approximate
figure for the standard rate of income tax required
to finance a particular scheme.
6. To provide a benchmark, using Minimum Income
Standards for the UK.
7. To provide a Rule-of-Thumb for the BI levels, to
enable quick calculations, and to use as an
illustrative example.
8. To restore incentives for those on Partial BIs
(working age adults, who are not financiallyvulnerable) to seek paid work.
9. Ensure that the BI system does not lead to a
downward spiral of the economy, and that
economic cycles are stabilised.
b) it provides a simple, illustrative Rule-of-Thumb
model, with Partial and Full BIs set at proportions
0.25 and 0.50 respectively of mean income per
head of man, woman and child (Y-BAR). This
simplifies the required calculations.
c) Table 1 provides a method of costing a BI scheme
financed out of a new, restructured, hypothecated
income tax system, which for the Rule-of-Thumb
model would have a standard rate of 40%.
d) Current higher rate tax-payers would lose very
little, (5% at the most, and decreasing with gross
income), on the introduction of this BI scheme with
a standard rate of income tax of 40%.
e) It also shows how to construct, develop and cost a
progressive element to the income tax schedule
(justified on both equity and efficiency grounds),
by introducing an initial tax-free tranche of gross
income for those who receive Partial BIs, until
their net income schedule meets and merges with
the Full BI schedule. This variation requires a
higher standard rate of income tax.
f) It finds that there is a variety of potential levels for
the Partial BIs, and the associated income tax rates
on the initial tranche of income before the Partial
and Full BI schedules meet and merge, without
increasing the standard rate of income tax. This
offers a remarkable degree of flexibility.
g) Keeping the BIs as fixed proportions of Y-BAR for
the term of a government administration provides a
self-stabilising mechanism for the economy, and
the lagged effects in the system provide fiscal drag
and reduce the amplitude of the economic cycles.
h) It demonstrates that even fairly generous BI
schemes are economically feasible in the UK.
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Disclaimer: This scheme is not necessarily the policy
of the Citizen’s Income Trust.
Note: The terms ‘Basic Income’ (BI) and ‘Citizen’s
Income’ (CI) will be used interchangeably.
SPECIFICATION OF BENEFIT AND INCOME
TAX SYSTEMS
More than 40 delegates from 14 European countries
have been contacting each other, and meeting together,
on a regular basis since the autumn of 2011 to prepare,
discuss and vote for the final draft of a ‘European
Citizens’ Initiative’ (ECI) entitled ‘Unconditional
Basic Income’ (UBI). It asks the European Parliament
to do all in its power to speed up the introduction of a
UBI in the European Union.
The paper lists the
defining characteristics of a BI as: 1. universal, 2.
individual, 3. unconditional, and 4. high enough to
meet one’s material needs, in order both to survive and
to ensure a life of dignity, together with full
participation in society. These represent the key
characteristics that are necessary to define an income
maintenance system as a Basic Income (BI) scheme,
but by themselves do not describe a complete system.
For instance, the methods of delivery of the BI, and of
monitoring and compliance, and of course, the source
for financing the scheme, must be specified. Further,
the level(s) or amount(s) of the BI must also be stated.
It is in the process of designing the greater system, that
these basically simple concepts become part of a
potentially complex and technical structure with
ramifying consequences, both intended and
unintended.
Different sources for funding a BI scheme have been
suggested. These include Value Added Tax, the Tobin
financial transactions tax, Land Value Tax, Resource
Taxes (such as the Dividend from Alaska’s Permanent
Fund), a carbon tax and other ‘green’ taxes. However,
it is unlikely that any one of these alone could finance
a generous enough BI scheme to replace even the
current level of benefits in the UK. In the UK, the
Citizen’s Income Trust has mainly concentrated on
exploring funding via an income tax system. The
benefit and income tax systems are reverse sides of the
same coin, and it is appropriate to consider them
together, and that the one should finance the other,
providing a ‘velvet revolution or circulation of
income’. The main features that must be addressed in
order to define a benefit and income tax scheme are
given below, indicating the particular features that are
assumed for a Basic Income scheme.
A. Eligibility states who is entitled and on what basis.
The current UK social security system comprises a

Citizen’s Income

Citizen’s Income

Citizen’s Income

Social Insurance scheme, where entitlement is
according to a set of conditions being fulfilled
(maternity, invalidity, sickness, unemployment or
retirement) and a contribution record, and a meanstested Social Assistance scheme, which is meant to be
a safety net for those in need, who are either deemed to
be unable to work, or deemed able to work and are
actively seeking work. A Citizen’s Income is inclusive
of a whole population.
Early debates centred on
whether the levels of CI would be needs-based (which
would lead to much monitoring and selectivity, losing
its simplicity, and introducing an element of
arbitrariness), or in the form of the same level of Social
Dividend from the economy for everyone, on which it
may, or may not, be enough to live. A compromise
could provide a social dividend that is sufficiently
generous to ensure that the needs of the majority of the
population were met. The corollary is that some people
would receive more than they actually need to survive.
A CI would be universal to everyone who is legally
resident in the UK, and would not be withdrawable.
B. Both the benefit and tax units for assessment, and
for the receipt of the benefit and/or payment of taxes,
will be the individual, and not a couple or household.
C. Contingency refers to whether pre-conditions must
be fulfilled before the recipient becomes entitled to a
particular benefit. The Basic Income will be
unconditional. The right to the BI will not depend on
any preconditions, such as an obligation to work, being
involved in community service, or behaving according
to traditional gender roles.
D. Selectivity refers to whether recipients receive
different amounts of a benefit based on their personal
circumstances. The Basic Income will be nonselective, (except that it could be age-related), and
certainly would not vary by race, creed, gender, sexual
orientation, marital status, cohabitation, household
composition or past work record. Neither would the
entitlement be means-tested on the recipient’s own
income or wealth, nor on that of another member of the
household or family.
E. The amounts of any benefits paid should be
compared to an acceptable benchmark. The amount of
the BI to be paid to every man and woman could be a
Full BI, that would be enough for a single person to
live on modestly, allowing participation in society, or a
Partial BI, which would have to be topped up by other
income, usually earnings, or a Child BI.
F. A benefit could be delivered in a variety of ways.
The BI will be delivered automatically to those who
qualify. It could be in the form of a regular gross
payment to the account of a named single holder (as
3
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opposed to a joint account), including the responsible
parent of a dependent child – as now. This is in
contrast to a Negative Income Tax (NIT), (a transfer
payment net of any lesser income tax due on gross
income), or a Tax Credit (TC), (a tax payment payable
on gross income net of any lesser benefit due). Some
advocates favour a TC system because it is thought
that it might make for an easier transition from the
current system. The BI payment should be simpler,
(and therefore cheaper to administer), than a NIT, TC
or the current system, and should ensure that everyone
can rely on receiving a regular, predictable income. It
involves large gross-transfers of income within society,
but the net amount transferred (the total amount of
payments paid net by the tax payers, or the total
income received by the net recipients) will be much
less, and will depend on both the degree of inequality
of gross incomes in society at the time and the degree
of inequality of net incomes aimed at.
G. Monitoring and compliance.
This includes
maintaining a database on the population of citizens, as
now. Since the CI system is much simpler, the number
of data on each recipient would be much smaller, and
thus the total database would be much smaller and
cheaper to maintain. However, some monitoring would
be necessary, to ensure that each citizen receives only
one CI, that s/he is legally resident in the UK, and
actually resides where s/he claims.
H. The income tax system must specify the sources of
income to be taxed, and the structure of rates and
thresholds, including personal allowances, tax reliefs
and exemptions.
Appendix A provides a table of some recent basic
figures about UK (population, GDP, mean income per
head, sample BI levels, current means-tested benefit
rates, and income tax thresholds and tax rates) used
throughout this exercise, for calendar years 2007-2010,
and fiscal years 2009-10 to 2012-13, together with
their sources.
POTENTIAL OBJECTIVES:
The defining characteristics of a BI/CI scheme
(universal, individual, unconditional, non-selective
(except that it could be age-related) and high enough)
can help to achieve several related objectives for
welfare reform, depending on the level(s) of the BI(s),
including the following:
I.

Equality objectives:
i.
ii.
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to value all individuals;
to end dependence on past National Insurance
contribution records;
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to remove the stigma and low take-up of
means-tested benefits (MTBs), helping to
create a more united and inclusive society.

II. Financial Security objectives:
i.
ii.
iii.

to help to reduce the incidence and depth of
financial poverty;
to contribute to financial security;
to reduce the current time-consuming personal
effort required to apply for benefits.

III. Labour Market objectives:
i.

ii.
iii.

to restore incentives to work-for-pay and labour
market efficiency, by reducing the current high
marginal deductions from potential earnings
facing unemployed and low-paid workers who
claim means-tested benefits, (by removing the
aggregated benefit withdrawals that are
currently added to income tax liabilities and
National Insurance contributions);
to give employees some countervailing power
in the workplace;
to give employees some choice over their type
of employment.

IV. Administrative objectives:
i.
ii.

to introduce simplicity and transparency;
to reduce administration and compliance costs.

V. Personal Choice objectives:
i.
ii.
iii.
iv.

to give financial privacy and autonomy to
individuals;
to give parents and other couples the choice of
living together, or not;
to help all individuals to achieve a better worklife balance;
to help all individuals to develop to their full
potential, leading to greater well-being,
improved health, a reduction in crime, and a
renaissance of the arts.

However, a Citizen’s / Basic Income by itself will
not redistribute income, reducing income inequalities
between rich and poor, men and women, and
geographically. For this objective to be achieved, the
BI scheme for the UK would have to be financed by a
restructured income tax system.
Depending on with what other instruments it is
coupled, a BI scheme can give rise to a wide variety of
welfare systems. When planning a particular scheme,
it is safer to start by defining the type of society that
one is aiming to create, then specifying which
objectives would help to bring about such a society,
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and finally designing a system that will achieve these
objectives. There is no single optimum BI scheme.
Each scheme put forward will represent a particular set
of priorities for the objectives, and the proposed levels
for the BIs, and the proposed method of financing
them, will reflect this.
A BI SCHEME DESIGNED
SPECIFIED OBJECTIVES

TO

MEET

In this paper, a modified BI system is explored, since
initially it assumes only a universal Partial BI,
(although some people will be entitled to be topped up
to a Full BI). These tax-exempt BIs will replace most
of the current National Insurance (NI) benefits and
Means-Tested Benefits (MTBs). The system is then
extended in order to address the following particular
objectives:
1. To redistribute income from rich to poor (and thus
from men to women, and geographically).
2. The BIs should reflect the prosperity of the
economy.
3. To prevent the poverty of financially-vulnerable
adults and households with children.
4. To reduce the incidence of financial poverty of all
other working-age adults.
5. To provide a method of calculating an approximate
figure for the standard rate of income tax required
to finance a particular scheme (and thus
summarising the cost of a particular scheme in
terms of a single figure).
6. To provide a benchmark using Minimum Income
Standards for the UK.
7. To provide a Rule-of-Thumb for the BIs to enable
quick calculations, and to use as an illustrative
example.
8. To restore incentives to work-for-pay for working
age adults on Partial BIs.
9. Ensure that the BI system does not lead to a
downward spiral of the economy, and that
economic cycles are stabilised.
1. In order to redistribute income from rich to poor,
the BI scheme will be financed by a new, restructured,
hypothecated, proportional (flat-rate) or progressive
income tax system, still based on the individual,
(replacing both the current UK income tax and
employees’ National Insurance contributions systems),
with the following properties:
a. There will be no personal allowances, tax reliefs or
exemptions, (tax loopholes which enable legal tax
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avoidance to occur, and which subsidise the wealthier
sections of the nation);
b. The same rate of tax will be levied on all sources of
income: wages and salaries from full-time and parttime employment, earnings from self-employment,
share schemes and options, company perquisites
(perks), pensions, interest and dividends, capital gains,
rental income and gifts.
The fact that the income tax system is hypothecated
and is used to finance only the transfer payments and
associated expenditure, implies that it will be simple,
introducing transparency, and therefore accountability.
It also implies that there will be a standard rate of
income tax that will be required to finance the BI
scheme, together with a margin for administration, a
safety net, costs of disabilities, and other associated
costs. It also implies that all government expenditure,
(as opposed to transfer payments), will be funded out
of the revenue from other income and expenditure
taxes. This is feasible in the UK.
Redistribution from rich to poor will also bring about
redistribution from men to women within a household,
and from areas of the country that are thriving to those
that are deprived. This latter could help to regenerate
economically deprived areas and, in time, build up the
national economy so that the UK is less dependent on
imports and exports.
2.
The amount of the BIs should reflect the
prosperity of the economy.
In spite of the
inadequacies of GDP as a measure of economic
activity, expressing the Full, Partial and Child BIs for
each country as proportions of GDP per capita, based
on the most recent figures available, would enable
international comparisons to be made as to the
generosity of a particular scheme. However, in order to
calculate the cost of the scheme in terms of a flat-rate
income tax, the BIs would have to be expressed as
proportions of average (mean) income per capita, YBAR, of man, woman and child, based on the most
recent figures available. In the UK, this would be for
the calendar year ending fifteen months before the
intended benefit period or fiscal year. (Ȳ is a common
symbol for mean income). Mean income per head
amounted to between 74 and 77% of GDP per head in
the years 2007 - 10 and was declining. The sources of
the difference between GDP at market prices (series
YBHA) and ‘Total Resources of Households and NonProfit Institutions Serving Households’ (series QWMF)
can be examined by a comparison of Table 1.2
(income component method) and Table 6.1.3 of the
UK National Accounts, (The Blue Book). The major
5
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item is ‘Taxes on production and imports (series
NZGX), less subsidies ( - series AAXS)’.
3. To prevent poverty in financially-vulnerable
adults and households with children: the financially
vulnerable adults are groups that in a compassionate
society would not be compelled to top up a Partial BI
with earnings, and so will receive an extra amount of
BI to make up their Partial BI to a Full BI, which the
recipients could increase further with earnings, if they
wished. Financially-vulnerable adults will comprise
people above pension-entitlement age, those with
disabilities, unpaid designated carers-of-last-resort, and
the responsible parent of a dependent child (aged 0-15
inclusive, in the UK). These are not necessarily
mutually exclusive groups. The financially-vulnerable
groups would not receive their top-ups on account of
desert or worth, ie because they are more deserving,
but merely on the practical basis that it is usually more
difficult for these groups to gain access to the labour
market on equal terms with the other working-age
adults.
People with disabilities will receive taxexempt payments to cover the costs of their
disabilities (for care, mobility, special equipment,
special diets, extra fuel, extra laundry, etc.), in addition
to their Full BIs.
4. To help to reduce the incidence of financial
poverty of all other adults of working-age: they will
receive their Partial BI, and would be expected to top
it up with earnings, but a safety net (probably of an
individualised, means-tested, unified Housing-andCouncil-Tax-Benefit) would have to be retained for
those who were in economically depressed areas,
where there was a shortage of paid work, and for those
in other areas who were unable to find suitable paid
employment.
5. To provide a method of calculating an
approximate figure for the standard rate of income
tax to finance a particular BI scheme (and thus
summarising the cost of a particular scheme in terms of
a single figure).
Table 1 below illustrates the method that can be used
to estimate an approximate figure for the rate of
income tax that would have been required to finance a
given Basic Income scheme. It is based on the 2010
figures for population and income (Total Resources of
Households and Non-Profit Institutions Serving
Households). Column 2 gives the figures (or estimates
from other sources) for the different sections of the
population, which are expressed as proportions of the
total population for the UK in column 3. Let the
Partial and Full BIs be expressed as given proportions
6
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of Y-BAR, and let the Y-BAR figure from 2010
(£17,288 pa) be used to calculate the Partial and Full
BIs to be distributed in the fiscal year 2012-13.
Table 1 below illustrates a simple version where
Partial BI = Child BI = 0.25 of Y-BAR, and Full BI =
0.50 of Y-BAR from 2010. The proposed proportions
of Y-BAR for the BIs are noted in column 4. Columns
5 and 6 contain the amounts that the FBI, PBI and CBI
represent in annual and weekly figures, (which would
then be implemented in the fiscal year 2012-13).
The product of columns 3 and 4 is noted in column 7.
The fifth row of column 7 gives the cost for the whole
population, man, woman and child to receive a Partial
BI of 0.25 of Y-BAR, and this gives a base figure for
the income tax rate of 25%.
On each of the
subsequent rows, the extra amount that each of the
groups who receive a Full BI contributes to the
required total income tax rate, (or the amount that
could be deducted by giving less to children, as is often
proposed in CI schemes), can be easily calculated and
is noted in column 7. This also makes it easy to
calculate the cost of increasing or decreasing a BI for a
particular group. The table could have been laid out
differently, giving each group a separate row. The
figures in column 7 are added to give the TOTAL.
A figure has been added to estimate the payments
required to cover the cost of disabilities, and a margin
has been added to cover administration costs and a
safety-net:- for those in poverty, in spite of the BI
scheme; to cover a residual National Insurance scheme
for those not eligible for a BI in UK (ie. those living
abroad); to provide a social fund for emergency
payments. The flat-rate tax required to finance this
scheme would be 40%.
6. To provide a benchmark, using Minimum
Income Standards. An early official benchmark was
based on 0.6 of average earnings. However, earnings
are difficult to define: whose earnings are used to
define the population, does it include that of part-time
workers and over-time workers, those who are
currently out of work, or those who have never
worked? This was then replaced by 0.5 of average
income. However, the current official poverty
benchmark for the European Union is given as 0.6 of
the national median net household equivalent
income, which was found to be almost co-incidental
with 0.5 of average income. This is a very confusing
benchmark. The first point is that the ‘net household
equivalent’ implies that it has already been decided
what the equivalent amounts for members of the
household should be, and that those household
members had access to the incomes with which they
are imputed. It can be very difficult to find out exactly
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how this benchmark has been calculated, and different
teams seem to use different methods. It is not at all
transparent. As a benchmark for a BI scheme, based on
the individual, the only relevant figure to use would be
0.6 of median gross income, where median income
had been calculated from the distribution of the gross
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(pre-tax-and-benefit) non-equivalised incomes of all
the individuals in the country, at the point where there
are as many individuals receiving more than the
median income, as those below it, including those with
zero gross incomes.

TABLE 1. PERSONAL INCOME TAX RATE: QUICK-CALCULATOR TABLE
SUMMARY OF THE INFORMATION REQUIRED TO ESTIMATE THE PERSONAL INCOME TAX
RATE WHICH COULD FINANCE A BASIC INCOME SCHEME, SHOWING THE EXTRA COSTS OF
FULL BASIC INCOMES FOR SOME.
Column
1

Column
2

Column
3

Column
4

Column
5

Column
6

Population,
UK*
2010,

Proportion of
population

Proportion
of mean
gross
income,
Y-BAR
1.00

Y-BAR**
2010
£ pa.

Y-BAR**
2010
£ pw.

62,262,000

1.0000

0.25

10,304,600

0.1655

+ 0.25

£17,288
£331.55
BI pa. (2012-13) BI pw.
Partial BI
Partial BI
£4,322
£82.89
0.25000
(Full BI)
(Full BI)
+£4,322.
+£82.89
+0.04138

c.5,650,000 0.0902

+ 0.25

+£4,322

+£82.89

+0.02255

c.4,380,000 0.0704

+ 0.25

+£4,322

+£82.89

+0.01760

c.6,900,000 0.1115

+ 0.25

+£4,322

+£82.89

+0.02788

TOTALS:
Total
population
People aged
65 +
people,
16–64, with
disabilities
Carers,
aged 16-64
Responsible
parents,
aged 16-64
Children,
aged 0-15

Col.7 =
col.3 x
col.4
Cost of
BI in
terms of
income
tax rate

11,608,100

0.1864

Child BI
- £0.00
TOTAL
Disability benefits,
Add margin for admin, safety-net, etc.
TOTAL INCOME TAX RATE
REQUIRED TO FINANCE BIs
- 0.00

Child BI
-£0.00

- 0.00000
0.35941
+0.01187
+0.02872
0.40

Note: The data for 2010, (the most recently available figures), were abstracted from the following sources:
* Mid-year population estimates for 2010 were obtained from: www.statistics.gov.uk/statbase/Product.asp?vlnk=15106.
** ‘Total Resources of Households and Non-Profit Institutions Serving Households’, 2010, (QWMF), = £1 076 419 m. (Blue Book 2011,
Table 6.1.3).
Thus, mean gross income (Y-BAR) = £17 288 pa; multiplying by 7/365 = £331.55 pw,
Disability benefits, 2010, (series EKY6) = £12,779 m, would add about 0.012 to the tax rate, (Blue Book 2011, Table 5.2.4S).
To access the UK National Accounts, the Blue Book, follow the instructions in the bibliography.
Note: the proportion of non-financially-vulnerable, working-age adults in the population is c. 0.38.

7

Citizen’s Income

Citizen’s Income

Citizen’s Income

In 2006, the Family Budget Unit at York University
and the Centre for Research in Social Policy at
Loughborough University combined resources to
produce a set of Minimum Income Standards (MIS),
funded by the Joseph Rowntree Foundation. Its final
report, Minimum Income Standards, was launched in
July 2008. It is based on 39 focus groups, involving
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more than 200 people, in combination with input
from experts in heating and nutrition. It established
the income levels required in 2007 to provide Low
Cost but Acceptable (LCA) standards of living for 13
different household configurations. Table 2, column
1, presents this information.

TABLE 2. MINIMUM INCOME STANDARDS (2007) AND BASIC INCOME LEVELS (2009-10) FOR
DIFFERENT HOUSEHOLD TYPES

HOUSEHOLD TYPE
Fem, aged 65 & over
Male, aged 65 & over
Couple, aged 65 +
Fem, aged 16-64
Male, aged 16-64
Couple, aged 16-64
LP + toddler
LP + PRE + P
LP + PRE + P + S
2 adults + toddler
2 adults + PRE + P
2A + PRE + P + S
2A+ T + PRE + P + S

Col 1
MIS*
inc rent
2007
£ pw.
189.67
178.90
265.92
210.65
210.18
309.46
274.37
352.09
455.19
350.71
439.45
540.96
583.44

Col 2
Proportion of
Y-BAR
0.5589
0.5272
0.7836
0.6307
0.6194
0.9119
0.8085
1.0375
1.3414
1.0335
1.2950
1.5941
1.7193

Column 3
BI for
household

Col 4
BI as
proportion of
Y-BAR
FBI
0.56
FBI
0.56
2 x FBI
1.12
PBI
0.26
PBI
0.26
2 x PBI
0.52
FBI + CBI
0.82
FBI + 2 x CBI
1.08
FBI + 3 x CBI
1.34
FBI+PBI+CBI 1.08
FBI+PBI+2CBI 1.34
FBI+PBI+3CBI 1.60
FBI+PBI+4CBI 1.86

Col 5
BI for
hshld
£ pw
190.04
190.04
380.08
88.23
88.23
176.46
278.27
366.50
454.73
366.50
454.73
542.96
631.19

Column 6
Current State
Bens,
2009-10 **
£ pw.
130.00+HB
130.00+HB
198.45+HB
64.30 + HB
64.30 + HB
100.95+ HB
137.71+ HB
193.82+ HB
249.93+ HB
174.36+ HB
230.47+ HB
286.58+ HB
342.69+ HB

LP = Lone Parent, A = Adult, T = toddler, PRE = Pre-school child, P = Primary school child,
S = Secondary school child,
HB = Housing + Council Tax Benefits.
PBI = Partial Basic Income;
FBI = Full Basic Income;
CBI = Child Basic Income.
Bold shows those households receiving only a PBI, which does not meet MIS standards.
Italic shows households that gain disproportionately from the CI scheme.
* Source: Minimum Income Standards, 2008, gives incomes for 2007; excludes child-care cost.
** Source: ‘Benefit and Pension Rates, April 2009, BRA5DWP, from www.dwp.gov.uk/ These give Pensioner Credit levels, incomebased Job Seeker’s Allowance for those aged 25 and over, adding £56.11 for each dependent child, and a family or Lone Parent premium
of £17.30 pw, where relevant. It is assumed that all Means Tested Benefits lead to HB entitlement.
Initially printed in Miller, Citizen’s Income Newsletter, 2009/1, p.9.

Using this new benchmark, a simple BI scheme for
the benefit year 2009-10 was designed (Miller, 2009),
which would provide a Full BI for financiallyvulnerable adults, a Partial BI for other adults of
working age, and a Child BI, which enabled all
financially vulnerable adults and all households with
children, (whether headed by a single parent or by
two parents) to attain their LCA income. Each parent
would receive a BI that is independent of whether
they are living with or without another adult. (The
present benefit system, based on joint applications,
penalises parents who live together). The amount for
each BI was then expressed as a proportion of mean
8

income per head of man, woman and child (Y-BAR)
for the calendar year 2007, (Office of National
Statistics, Blue Book, 2008 edition). The proportions
for the FBI, PBI and CBI came to 0.56, 026 and 0.26
of Y-BAR respectively. Unexpectedly, the PBI and
CBI came to the same amounts. Comparing column
5 with columns 1 and 6 of Table 2 reveals how
successful the scheme is at meeting the objectives of
protecting
financially-vulnerable
adults
and
households with children.
7. To provide a rule-of-thumb to enable quick
calculations, and to use as an illustrative example.
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The first rule of thumb provides that the Partial BI
and Child BI are equal, (and this gives the basis for
a Partial BI for everyone), and that the Full BI is
twice the Partial BI. But, what should be the
amounts for the BIs, and at what rate of income tax?
Using the method in Table 1, the required income tax
rates were calculated for a range of BI schemes,
where the Full BI lay between 0.30 and 0.60 of YBAR. (Table 3 gives part of these results, which also
includes the original MIS-based scheme. The Full
BI = 0.55 and Partial BI = 0.275 Y-BAR matched up
with it very well). The added margin diminished as
the scheme became more generous, on the
assumption that the need for the safety net would
become less as the scheme became more generous.
The corresponding required tax rates lay between
0.28 and 0.46.
On examining the amounts of the BIs and the
corresponding tax rates, it was found that the range
for the FBI of 0.45 < FBI < 0.55, with 0.225 < PBI <
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0.275, gave feasible values for the BIs. In other
words, the amounts of the BIs should be within this
range. The corresponding income tax rate, t, would
be 0.37 < t < 0.43. Table 3 also shows which
households would receive more than their Minimum
Income Standard, and which ones would receive less,
for the different levels of Basic Income. It was noted
that the scheme where FBI = 0.43, PBI = 0.215 YBAR and t = 0.35 matches up with the amounts for
the means-tested Pension Credit and the Jobseeker’s
Allowance chosen by the Department of Work and
Pensions for the 2012-13 fiscal year in the UK. The
approach taken here is for the Full BI for the
financially-vulnerable groups to be sufficiently high
so that the majority of them can meet their needs, but
the corollary of this is that others may receive more
than they strictly need. Those receiving only a PBI
would only be able to live on it by topping it up via
earnings, or by living within a family, or by receiving
a Housing-and-Council Tax Benefit.

TABLE 3, SHOWING THE BI ENTITLEMENTS FOR 13 HOUSEHOLD TYPES WITH 9 DIFFERENT BI LEVELS
EXPRESSED AS PROPORTIONS OF Y-BAR, COMPARED WITH THEIR ‘MINIMUM INCOME STANDARDS’
BENCHMARK, Col.2
Col 2
Col 3
maximum-------CIs as proportions of Y-BAR --------- minimum
benchequiv.
mark*:
Rule
to
prop of
MIS
2012-13
CI for
of
Household Type
Y-BAR household
CI
thumb
bens
Fem, aged 65 & over 0.5589
FCI
0.56§ 0.56§ 0.55
0.53
0.52
0.50
0.48
0.45
0.43
Male, aged 65 & over 0.5272
FCI
0.56
0.56
0.55
0.53§
0.52
0.50
0.48
0.45
0.43
Couple, aged 65 +
0.7836
2 x FCI
1.12
1.12
1.10
1.06
1.04
1.00
0.96
0.90
0.86
Fem, aged 16-64
0.6307
PCI
0.28
0.26
0.275 0.265
0.26
0.25
0.24
0.225 0.215
Male, aged 16-64
0.6194
PCI
0.28
0.26
0.275 0.265
0.26
0.25
0.24
0.225 0.215
Couple, aged 16-64
0.9119
2 x PCI
0.56
0.52
0.55
0.53
0.52
0.50
0.48
0.45
0.43
LP + toddler
0.8085
FCI + CCI
0.84
0.82
0.825 0.795§ 0.78
0.75
0.72
0.675 0.645
LP + PRE + P
1.0375
FCI + 2 x CCI
1.12
1.08
1.10
1.06
1.04§ 1.00
0.96
0.90
0.86
LP + PRE + P + S
1.3414
FCI + 3 x CCI
1.40
1.34§ 1.375 1.325
1.30
1.25
1.20
1.125 1.075
2 adults + toddler
1.0335
FCI+PCI+CCI
1.12
1.08
1.10
1.06
1.04§ 1.00
0.96
0.90
0.86
2 adults + PRE + P
1.2950
FCI+PCI+2CCI 1.40
1.34
1.375 1.325
1.30§ 1.25
1.20
1.125 1.075
2A + PRE + P + S
1.5941
FCI+PCI+3CCI 1.68
1.60
1.65
1.59§
1.56
1.50
1.44
1.36
1.29
2A+ T + PRE + P+ S 1.7193
FCI+PCI+4CCI 1.96
1.86
1.925 1.855
1.82
1.75§ 1.68
1.575 1.505
MARGIN
0.034 0.035 0.035 0.037
0.038 0.040 0.042 0.045 0.047
0.436 0.43
tax rate +
0.43
0.418
0.412 0.40
0.388 0.37
0.358
margin
See objective no. 8:Disregard adds: 0.106 0.114 0.105 0.101
0.099 0.095 0.091 0.086 0.082
Total tax rate
0.542 0.544 0.535 0.519
0.511 0.495 0.479 0.456 0.440
LP = Lone Parent, A = Adult, T = toddler, PRE = Pre-school child, P = Primary school child, S = Secondary school child,
* excludes child-care cost
Bold shows those households purely on PBI, which does not meet MIS.
Italic shows households that gain disproportionately from the CI scheme.
§ shows where the BI is closest to the MIS benchmark.
Margin includes: safety net, costs of disabilities, administration costs, etc.
Tax rates calculated on 2010 population figures.
The column for Full BI = 0.43 of Y-BAR and Partial BI = 0.215 of Y-BAR matches up with Pension Credit (£142.70 pw for those over
pension entitlement age), and Jobseeker’s Allowance/Employment and Support Allowance (£71.00 pw) introduced in 2012-13.
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FIGURE 1. NET ANNUAL INCOMES FROM 2012-13 INCOME TAX SCHEDULE AND BIS WITHOUT AN
EARNINGS DISREGARD: Average Income (2010) Y-BAR = £17,288; PARTIAL BI = 0.25 Y-BAR; FULL
BI = 0.50 Y-BAR; Income Tax Rate = 40%.
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A second rule of thumb proposes that the Full,
Partial and Child CIs are 0.50, 0.25 and 0.25 of
average income per head (Y-BAR) respectively,
and that these amounts can be used for illustrative
purposes and has the extra advantage of providing
easy calculations. The calculated tax rate was 40%.
The graph of net income plotted against gross income
gives two parallel lines with an inclination of 0.60.
(See Figure 1) A recipient of the higher Full BI in
2012-13 would not become a net tax-payer until a
gross annual income of £21,610 is reached, and s/he
will have a greater net income than under the single
person’s current income tax schedule for 2012-13,
over the whole range of gross income. A recipient of
the lower Partial BI becomes a net tax-payer at a
gross income of £10,805 and becomes worse off
compared with the 2012-13 income tax system, at a
gross income of £21,613. These BIs are slightly less
than those devised from the benchmarks provided by
the Minimum Income Standards for those with no
source of income other than their BI. The downside
of proposing this rule of thumb is that, if one relaxes
the benchmark of the MIS, then there is a temptation
for others to reduce the levels even more.
While an income tax rate of 40% might sound quite
high, it is economically feasible. Those above the
higher rate tax threshold have already been paying a
slightly higher Marginal Deduction Rate (effective
income tax rate) than this in 2011-12 and in 2012-13,
(40% income tax plus 2% employees’ National
10
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Insurance contributions on gross incomes of £42,475
or more). On the other hand, many people on meanstested-benefits, who are trying to earn their way out
of poverty, not only have to pay income tax of 20%
and National Insurance of 12%, but often face
multiple benefit-withdrawal rates leading to a
Marginal Deduction Rate of nearly 96%. The
proposed introduction of a new Universal Credit
system in 2013 aims to reduce these levels to 76 and
65%, depending on whether one’s income is above or
below the personal allowance (income tax threshold)
respectively. The greater reduction in Marginal
Deduction Rates for people on low incomes from
96% to only 40% in this BI scheme is a major
achievement, and most of those people will be
materially better off with this BI scheme than under
the present system, especially with the retention of a
residual Housing Benefit scheme.
A non-financially-vulnerable, working-age person
would have lost only £1,669.60 in net income at the
current higher income tax threshold (£42,475 in tax
year 2012-13), if this BI had been introduced,
(retaining £31,476.60 under the current 2012-13
income tax schedule, and £29,807 with the Partial
BI). This represents a loss of 0.053 of his/her net
income. As his/her gross income, Y, increases, the
loss = £31,476.60 + 0.58(Y - £42,475) – (£29,807 +
0.60(Y - £42.475)) = £1,669.60 + (0.58 – 0.60) (Y £42,475), and decreases as gross income Y increases,
until gross income Y = £83,480 + £42,475 =
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£125,955, when one becomes better off under the
Partial BI scheme than the current tax system.
Higher rate tax-payers would lose very little on the
introduction of this BI scheme with a standard rate of
income tax of 40%. In fact, at this rate of income tax
it is quite difficult to ensure that they do not benefit
unduly from the introduction of a universal BI that is
paid to the wealthy. This counter-intuitive outcome
can most probably be best described as equivalent to
the current tax expenditures, that occurred on account
of the tax loopholes, being ‘reclaimed’ by the tax
authorities and distributed more equally among the
wealthier section of the population in the form of a
BI.
Even a proportional tax linked with a BI scheme can
be very redistributive. For instance, it can be shown
that for a skewed distribution of gross income with a
given Gini coefficient (a measure of inequality of a
distribution that can take values between 0 (equally
distributed) and 1 (the most unequal that it can be)),
a proportional income tax rate of t = ß, where 0 < ß
< 1, coupled with a BI = ß.Y-BAR, yields a net
income distribution with the Gini coefficient reduced
by ß.
This costing method has the advantage of providing a
single figure to summarise the gross cost. A
progressive tax schedule will redistribute income to
an even greater extent, but it is much more difficult to
calculate its gross cost, because it usually requires
information about the distribution of the gross
income. Costing a proposed BI scheme based on a
proportional tax would not preclude a government of
the day from implementing a progressive income tax
system when the time came. However, a flat-rate tax
might reduce the opposition to a BI scheme from
current and aspiring higher-rate taxpayers.
8. To restore incentives to work-for-pay, via an
earnings/income disregard, for adults of working
age who are not financially-vulnerable and who
are receiving Partial BIs.
One of the strange effects of any BI scheme which
includes both a FBI and a PBI, and where every one
pays the same rate of tax on all other sources of
income, is that the graph of net income plotted
against gross income reveals the two schedules to be
parallel lines over the whole range of gross income.
(See figure 1.) This implies that, at any given gross
income, a financially-vulnerable adult will always
require the same amount extra of net income than any
other working-age adult receiving a PBI. Yet, on
both equity and efficiency grounds, it would be
preferable for there to be an earnings/income
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disregard (EDR) (zero tax-rate) for each person
receiving the Partial BI, until his/her net income
schedule meets and merges with the Full BI schedule.
This introduces an element of progressivity into the
Partial BI tax schedule. Since this second, more
progressive, Partial BI schedule foregoes all of the
income tax revenue from the first tranche of income,
it is more expensive to finance. In fact, it can be
almost as expensive as granting a Full BI to all adults.
Let us assume that there is a BI scheme, comprising a
Full BI = ßF.Y-BAR for all N adults, requiring a
standard rate of income tax of tF. Then the scheme is
modified, and C adults, C < N, receive a Partial BI =
ßP.Y-BAR, where ßP < ßF. An income tax rate, tP,
where 0 < tP < tF, is levied on the first tranche of their
gross income, until the Partial BI income tax schedule
meets and merges with the Full BI schedule, where
gross income is Yo.
(1) Full BI + (1 - tF).Yo = Partial BI + (1 – tP).Yo
Yo = (Full BI – Partial BI) / (tF – tP)
Yo = (ßF – ßP)Y-BAR / (tF – tP).
(2) The gross amount saved by granting only a Partial
BI to C individuals is,
Amount saved = (Full BI – Partial BI) x number of
recipients receiving the Partial BI
= (ßF - ßP) Y-BAR x C.
(3) The actual income tax revenue foregone, by the
introduction of the Partial BI and lower tax rate on
the first tranche of income, is the difference between
the sums of the tax revenue foregone on incomes, YiF,
at income tax rate, tF, and that gained from the
incomes, YiP, taxed at the new rate tP, summed over
the Partial BI population, i = 1, 2, … C. Both the
lower BI, and the lower tax rate, tP, should provide
incentives for people to increase their hours of workfor-pay, that is: 0 ≤ YiF ≤ YiP ≤ Yo and total output
could increase as a result.
Actual income tax revenue foregone =
C
tF. ∑ YiF –
i=1

C
tP . ∑YiP.
i=1

The limiting case occurs where YF = YP = Yo, for all
i, which is the maximum tax revenue foregone.
Actual tax revenue foregone
revenue foregone.

≤

maximum tax

(3a) Maximum income tax revenue foregone
= (tF – tP).C.Yo
11
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Substituting for Yo = (ßF – ßP)Y-BAR / (tF – tP) from
equation (1) gives
Max tax revenue foregone
= (tF – tP) x {(ßF – ßP).Y-BAR / (tF – tP)} x C.
= (ßF - ßP) Y-BAR x C.
Equations (1), (2) and (3a) imply that, the amount
saved by granting a lower BI to some people will
equal the maximum possible tax revenue foregone
on the first tranche, Yo, of their Partial BI income tax
schedule, where the Partial and Full BI schedules
meet and merge, and this is true for any combination
of ßF > ßP , and is not dependent on the difference in
the two tax rates.
The fact that the actual tax revenue foregone is less
than or equal to maximum revenue foregone, implies
that the actual required standard income tax rate to
fund the scheme will not be more than the initial
required tax rate, tF, and could even be less,
depending on the distribution of the incomes 0 ≤ YiF
≤ YiP ≤ Yo,, over the first tranche.
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These two statements are quite powerful in practical
terms. One of the potential weaknesses of the ruleof-thumb BI scheme put forward here is that the
Partial BI = 0.25 Y-BAR could leave some workingage adults in poverty. The conclusion above means
that a higher level of Partial BI could be granted, with
either a zero or a positive tax rate, (tP < tF), and
according to equations (1), (2) and (3a), it will cost
the same in terms of the maximum gross transfer bill,
or less in terms of the actual gross transfer bill. See
Table 4 below for some examples. However, The
effects on households of increasing the Partial BIs
should be examined by comparing them with the
Minimum Income Standards presented in Table 2.
Note, even a proportional tax linked with a BI
scheme can be very redistributive. However, a
progressive tax schedule will redistribute income to
an even greater extent. Having a zero tax rate on the
initial tranche of gross income introduces a simple
method of making the income tax schedule
progressive for at least some people.

Table 4. Examples of different Partial BIs and income tax rates, tP, that are possible, while levying a
standard tax-rate, tF = 0.50, (tP ≤ tF).
ßP, where
Partial BI = ßP.Y-BAR
0.25
0.25
0.30
0.30
0.30
0.375
0.375
0.375
0.40
0.40
0.40

income tax rate, tP, Gross income, Yo,
for those with
where schedules
a Partial BI
meet
0.00
Yo = 0.5 Y-BAR
0.25
Yo = Y-BAR
0.00
Yo = 0.4 Y-BAR
0.25
Yo = 0.8 Y-BAR
0.30
Yo = Y-BAR
0.00
Yo = 0.25 Y-BAR
0.25
Yo = 0.5 Y-BAR
0.375
Yo = Y-BAR
0.00
Yo = 0.2 Y-BAR
0.25
Yo = 0.4 Y-BAR
0.40
Yo = Y-BAR

For the Rule-of-Thumb example, the product of the
proportion (approximately 0.4) of the total population
who receive a PBI, multiplied by an increase in the
PBI to a FBI (0.25 Y-BAR) is 0.10 Y-BAR, which
added to the previous income tax rate of 0.40 YBAR, implies that this BI scheme could be financed
adequately by an income tax rate of 50%, (tF =
0.50), which is probably the maximum that the UK
could stomach as the standard rate of tax. (See Table
3 above)
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Net income,
where schedules
meet
0.75 Y-BAR
Y-BAR
0.70 Y-BAR
0.90 Y-BAR
Y-BAR
0.625 Y-BAR
0.75 Y-BAR
Y-BAR
0.60 Y-BAR
0.70 Y-BAR
Y-BAR

Equation 1) above gives
Yo = (ßF – ßP)Y-BAR / (tF – tP)
Substituting for ßF = 0.50, ßP = 0.25, tF=0.5 and tP=0
Yo = (0.50 – 0.25) Y-BAR / (0.5 – 0) = 0.5 Y-BAR
The key features of this illustrative Rule of Thumb BI
scheme are very easy to work out. The Full and
Partial BI schedules will meet when gross income,
Yo, reaches 0.5 of Y-BAR, at which point, net income
will be 0.75 of Y-BAR. A working-age adult
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receiving a Partial BI will only start to pay income
tax when his/her annual gross income exceeds 0.5 of
Y-BAR. Further, no adult will become a net income
tax payer until his/her income is greater than YBAR. (See Figure 2. Figure 3 combines figures 1 and
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2.) Almost all of those with a gross income less than
£33,613, (which is almost twice Y-BAR from 2010),
would be better off with the BI scheme than under
the current 2012-13 income tax schedule.

FIGURE 2. NET ANNUAL INCOMES FROM 2012-13 INCOME TAX SCHEDULE AND BIS WITH AN
EARNINGS DISREGARD: Average Income (2010) Y-BAR = £17,288;
PARTIAL BI = 0.25 Y-BAR; FULL BI = 0.50 Y-BAR; Income Tax Rate = 50%.
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FIGURE 3. NET ANNUAL INCOMES FROM 2012-13 INCOME TAX SCHEDULE, AND BIS WITH AND
WITHOUT AN EARNINGS DISREGARD: Average Income (2010) Y-BAR = £17,288;
PARTIAL BI = 0.25 Y-BAR; FULL BI = 0.50 Y-BAR.
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Might this be a simple but useful way to define the
richer and poorer sections of the nation: a ‘poorer’
person is one who receives a net benefit, while a
‘richer’ person is one who pays net income tax, ie.
defined by whether their gross income is less or
greater than Y-BAR? This is distinct from the super
1% richest of the population, or even the top 10%.
If this BI scheme had been introduced, then at the
higher income tax threshold (£42,475 in 2012-13),
the loss experienced by a tax-payer would be: loss =
£8,105 + 0.68 (£42.475 – £8,105) – (£8,644 + 0.50
(£42,475)) = £1,595.10.
This represents 5% of
his/her net income. As gross income, Y, increases,
the loss = £31.476.60 + 0.58 (Y - £42,475) –
(£29,881.50 + 0.5 (Y - £42,475)) = £1595.10 + 0.08
(Y - £42.475) and it increases as gross income
increases.
At a gross income of £100,000, the loss is £6,197.10,
or 9.6% of net income.
At a gross income of
£100,000, the personal allowance (£8.105) is
withdrawn at a rate of 50%. An additional tax
amounting to 50% is levied at the threshold of
£150,000. However, this is merely a short-term
situation, since the UK government plans to cut the
additional tax to 45% in the tax year 2013-14.
Again, an income tax rate of 50% to finance the BI
scheme may seem high, but it is still much lower than
the current marginal deduction rates (MDRs) facing
those who try to return to work while receiving
means-tested benefits. A reduction of the MDR from
nearly 96% to 0% on the first tranche of income (of
0.5 of Y-BAR) for those receiving a PBI is a major
achievement. Those who are currently expected to
pay “the additional income tax rate” of 50% (plus 2%
National Insurance on earnings), could hardly demur
at paying 50%, if all citizens, except the poorest
working-age adults, paid the same rate. A universal,
non-stigmatising BI scheme based on citizenship
(rather than need), and a common tax rate will help to
create a very inclusive society. Income tax at 50% is
the price for creating and maintaining a
compassionate, inclusive and harmonious society. It
is analogous to “One hand for the ship and one hand
for oneself”. Again, this rate might sound very high,
but if the idea is repeated often enough, it becomes
more familiar, acceptable and realistic.
It is often claimed that most people would not be
prepared to pay a high marginal income tax rate (of
50%) by choice. But, might they do so, if they could
be convinced that they will be better off? In the
2010-11 fiscal year, (the latest year for which income
tax figures are available), some 300,000 people paid
14
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the additional income tax rate of 50%, and about 4
million paid the higher rate tax. Just to give an
approximate figure, roughly another 28 million
people were standard rate tax-payers, with gross
incomes of between £6,475 and £43,875. About 4/5
of the way along this range is the point where people
would have become worse off under the BI scheme at
a gross income of £36,620 in 2010-11, so perhaps
another 6 million standard rate tax payers would be
worse off, (but for some, other members of their
families could be better off, leaving themselves with
more in their own pockets). It is possible that, given
the extremely skewed nature of the gross income
distribution in the UK, only about 10 million people
out of 50 million potential voters would have been
worse off in 2010-11, with the rule-of-thumb BI
model described above, and some, possibly many,
might be prepared to accept a higher income tax rate,
if they thought that it would help to create a fairer,
more inclusive society in which they themselves and
their loved ones, especially financially insecure
younger members of their families, could benefit.
Of course, the question also arises as to whether
children receiving their Partial or Child BI should
also be entitled to the earnings / income disregard,
thus allowing them to earn from paper rounds or
Saturday jobs without having to submit tax returns.
There are two differences between children and
adults being entitled to a tax-free tranche: (i) the
income of children in aggregate is negligible, and so,
therefore, is the income tax revenue foregone; and
(ii) wealthy parents might be tempted to allocate
some of their income to their children to extend their
own tax-free earnings / income disregard. How much
would be the extra income tax revenue foregone?
What constraints, if any, should be placed on this
tendency?
9. Ensure that the BI system does not lead to a
downward spiral of the economy.
It is sometimes feared that when people first receive a
BI, it will provide a large disincentive against their
taking, or increasing, paid employment, and the
economy will become less productive. However, the
incentive to take paid employment comprises two
parts: the income effect (the unearned income, which
will have increased, will be a disincentive), and the
substitution effect (the Marginal Deduction Rate or
effective tax rate – decreased for many). However,
the changes that take place will be as much an effect
of the system that is being replaced as of the new one.
Many will experience incentives to seek paid
employment, or increase their hours of work, whereas
others may prefer to reduce their hours. Not only
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will there be a redistribution of income, but it is likely
that there will be a redistribution of hours of workfor-pay, and, indeed, of unpaid work.

cover the cost of the BIs, in case the economy
declines, as did GDP in the UK by 3.76% in
monetary terms between 2008 and 2009.

It is also feared that a significant number from the
wealthier section of society will emigrate, taking their
job-creation schemes with them, - or at least
threatening to do so. The UK, being politically stable
and with a temperate climate, is a very attractive
place in which many wealthy foreigners wish to
reside, even without tax loopholes and other
government incentives to persuade them. It is the
government’s job to protect all of its people, but
especially the poorest, who are unable to protect
themselves, and it should not submit to blackmail
from people who are not committed to contributing to
an inclusive society. It should not be a matter of
regret if some wealthy people decide to leave.

Conclusion.

Let the Full and Partial BIs be fixed proportions of YBAR. If the labour supply schedule shifted leftwards
(ie reduced labour supply), on the introduction of a
BI scheme, as a result of the disincentive effect
outweighing the incentive effect, and Y-BAR
decreased, then the BI in the next time period would
decrease also, the labour supply schedule would shift
to the right, thus acting as a self-stabilising
mechanism, preventing any tendency towards a
downward spiral of the economy. If the BIs are
sufficiently generous in the first place, then small
reductions in the amount could be tolerated.
Similarly, if there were a leftward shift in the labour
demand schedule (ie reduced demand for labour) due
to external factors, again leading to a reduction in YBAR, there would be decreased BIs in the next time
period, increasing the incentives to work-for-pay, and
shifting the labour supply schedule to the right. It is
important that the BIs remain as fixed proportions
of Y-BAR, for at least the term of a government’s
administration, (and should be announced in each
party’s manifesto beforehand), or this important
stabilising effect will be lost.
Another important outcome of pegging the
proportions for a fixed period is that it will create
fiscal drag. The lag resulting from the BIs being
distributed in the current fiscal period, but being
based on Y-BAR from the calendar year ending at
least 15 months earlier, will provide a slight fiscal
drag, which will provide a stabilising influence on the
country’s economic cycles by reducing their
amplitude. This lag will reduce demand when YBAR is increasing, and increase demand when YBAR is diminishing, in much the same way that the
present benefit and income tax systems interact. A
prudent government would keep enough reserves to

While an analysis of the intended redistributive, and
labour market, effects has not yet been carried out,
the Basic Income scheme put forward here is
designed to redistribute income from rich to poor, to
restore incentives to work for the poorest members of
society, and to provide a level playing field (all
paying the same maximum rate of tax) for everyone
else.
This exercise has demonstrated several things. Each
person has his/her own ideas about the specific BI
system that s/he would like to see implemented,
because, in addition to the inclusion of the defining
criteria for the BI with their associated advantages,
each person has a different set of priorities with
respect to other aspects of society and the economy.
There is no single, optimum BI system. It has been
demonstrated here that one can design and cost one’s
own ideal scheme, and experiment with variations.
In order to fulfil my list of stated objectives, I have
designed a universal, individual-based, unconditional,
tax-exempt Partial BI scheme,
1. that is financed out of a hypothecated new income
tax system, replacing the current income tax and
employees’ National Insurance contribution systems;
2. where all BIs are stated as proportions of average
(mean) income per head, Y-BAR;
3. where financially-vulnerable adults are topped up
to a tax-exempt Full BI; a tax-exempt payment to
cover the cost of disabilities is paid in addition;
4. where all those receiving a Partial BI would have
recourse to a safety net, if necessary;
5. where a method is provided for calculating an
approximate figure for the rate of income tax required
to finance the scheme. This can be calculated for any
BI scheme, whether or not the government is likely to
introduce such an income tax system;
6. where Minimum Income Standards provide a
benchmark;
7. with a Rule-of-Thumb, where Partial BI = 0.25,
and Full BI = 0.50 of Y-BAR respectively, and the
required rate of income tax is 40%;
8. where adult recipients of the Partial BI have an
earnings/income disregard (zero tax rate) until the
Partial BI income tax schedule meets and merges
with the Full BI schedule, when gross income, Yo is
15
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0.50 of Y-BAR, and net income is 0.75 of Y-BAR.
The required standard rate of income tax is 50%.
This provides an illustrative example with easy
calculations. However, it was demonstrated that a
variety of levels of the Partial BI, and associated
income tax concessions on the first tranche of gross
income, Yo, could be operated without increasing the
standard income tax rate.
9. where the proportions of Y-BAR for the BIs are
fixed for the term of administration of a government,
to provide a self–stabilising adjustment mechanism,
and to reduce the amplitude of economic cycles.
I have also demonstrated that a reasonably generous
BI scheme is economically feasible in the UK. Any
new scheme would need to be monitored, to confirm
that it meets the stated objectives.
I have not dealt with the problem of the provision of
social-care, or of day-care for the responsible parent
of a dependent child, who wishes to engage in paid
employment, nor with any unintended consequences,
such as changes in illegal immigration, the birth-rate,
environmental effects, or possible inflation. Nor have
I calculated the potential savings that could be
obtained from the additional beneficial effects of a BI
scheme, leading to reductions in the costs of different
social programs, including a healthier, more
trustworthy/trusting society. As with all things, not
only is prevention cheaper than cure, but the
prevention of poverty represents a real investment in
society and the economy. Of course, the specification
of a ‘better society’ is not complete, and needs to
include other instruments, such as the provision of
education, health services, social housing and public
transport. Countries that do not provide universal
health and education services as we do in the UK,
may wish to provide more generous BI levels than the
Rule of Thumb ones proposed here.
It is worth reflecting that income inequality in the UK
has increased from a Gini coefficient of 0.25 in 1979
to 0.34 in 1990, with further increases over the next
20 years to 0.36 (Cribb et al, 2012, p.36). The effect
of a high degree of inequality on a society can be
illustrated by a simple baby-sitting bean group. If one
or two households have a low propensity for going
out, but carry out lots of baby-sitting, they will
accumulate a large stock of beans, and eventually
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refuse to carry out more baby-sitting. Meanwhile, the
rest of the group, in hoc to the bean hoarders, with a
reduced aggregate set of beans between them, will be
scrabbling about, trying to earn beans by baby-sitting,
in order to be able to go out themselves. When the
group gets to this stage, if there is not a redistribution
of beans, then the group often breaks up.
A Basic Income scheme is not a panacea to cure all
ills, but it is a necessary, although not sufficient,
condition for a ‘better society’.
The author wishes to thank participants at the North
American Basic Income Guarantee Congress at the
University of Toronto, 3- 5 May, the Joint East Asian
Social Policy Research Network (EASP) and United
Kingdom Social Policy Association (SPA) Annual
Conference 2012 at the University of York, 16-18
July, and the 14th Basic Income Earth Network
Congress, in Munich, 14-16 September, for helpful
comments on earlier drafts of this paper.
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SOME FIGURES FOR THE UK.

Population: total
aged 65 or over
aged 0-15 inclusive
GDP
£m
GDP per capita: £ per annum
£ per week
INCOME
£m
Mean Inc. per capita, (Y-BAR)
£ per annum
£ per week
BASIC INCOMES - EXAMPLE
Full BI = 0.50 of Y-BAR: £ pa
£ pw
Partial BI = 0.25 of Y-BAR: £ pa
Child BI
£ pw

2007
60,975,400
9,779,100
11,509,400
1,401,042
£22,977.00
440.65
1,078,911

2008
61,383,200
9,929,900
11,517,200
1,446,113
£23,544.00
450.30
1,100,652

2009
61,792,000
10,105,700
11,549,000
1,393,705
£22,538.00
432.24
1,044,908

2010
62,262,000
10,304,600
11,608,100
1,458,452
£23,527.00
451.20
1,076,419

£17,695.00
339.35
2009-10
£8,847.50
169.68
£4,423.75
84.84

£17,930.83
342.94
2010-11
£8,965.42
171.47
£4,482.71
85.73

£16,910.00
324.30
2011-12
£8,455.00
162.15
£4,227.50
81.08

£17,288.54
331.56
2012-13
£8,644.27
165.78
£4,322.14
82.89

£132.60
£65.45
£51.85
£53.90
£54.66
£20.30
£13.40
£5.93

£137.35
£67.50
£53.45
£55.55
£59.29
£20.30
£13.40
£6.08

£142.70
£71.00
£56.25
£58.45
£62.04
£20.30
£13.40
£6.19

£6,475
0.20
+ 0.11
£43,875
0.40
+ 0.01
£156,475
0.50
+ 0.01

£7,475
0.20
+ 0.12
£42,475
0.40
+ 0.02
£157,475
0.50
+ 0.02

£8,105
0.20
+ 0.12
£42,475
0.40
+ 0.02
£158,105
0.50
+ 0.02

MEANS-TESTED BENEFITS*
Pension Credit for single person,
JSA/ESA Single person, aged 25 +
JSA/ESA Single person, aged 16-24
Carer’s Allowance
Child Tax Credit, 1st child (w/d 41%)
Child Benefit: 1st child
subsequent children
National Minimum Wage, £ per hour
INCOME TAX RATES &
THRESHOLDS
Personal allowance
Standard rate of tax
+ National Insurance contributions
Higher rate threshold (gross income)
Higher rate of tax
+ National Insurance contributions
Additional rate threshold (gr.income)
Additional tax rate
+ National Insurance contributions

£ pw
£130.00
£64.30
£50.95
£53.10

£5.80

£6,475
0.20
+ 0.11
£43,875
0.40
+ 0.01

*Recipients of Means-Tested–Benefits are usually eligible for Housing Benefit and Council Tax Benefit also.
SOURCES FOR APPENDIX A:
Mid-year UK population estimates were obtained from www.statistics.gov.uk/statbase/Product.asp?vlnk=15106
GDP = Gross Domestic Product (output method) at market prices, series YBHA, from Table 1.2 of the United Kingdom National Accounts,
The Blue Book, 2011 edition.
GDP per capita, series IHXT, from Table 1.5, of The Blue Book, 2011 edition.
Income = ‘Total Resources of Households and Non-Profit Institutions Serving Households’, series QWMF, from Table 6.1.3 of The Blue
Book, 2011 edition.
Child Benefit and Child Tax Credit rates from www.hmrc.gov.uk
Tax rates and thresholds from www.hmrc.gov.uk
‘Benefit and Pension Rates’, April 2009 – 2012, BRA5DWP, or DWP035, from www.dwp.gov.uk

News
At the Great Lakes Commons Gathering at Notre
Dame University in the United States last October
James Quilligan, who has recently spoken at a series
of seminars in London, proposed a Great Lakes
Commons Trust and Community Bank. ‘Bioregional

trusts are an emerging horizon in environmental
sustainability and financial stability for the people of
a common resource area. … The purpose of a
bioregional trust is to safeguard a resource for future
generations. Just as some communities across the
world have become adept at preserving, creating and
replenishing their local commons, bioregional trusts
17
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can also apply the principles of subsidiarity,
polycentricity and inclusive decision-making to the
protection and production of resources that are shared
on a broader scale. Integrative commons management
contributes not only to a clean and healthy biological
environment, but also to people’s social well-being.
In addition, a bioregional trust may generate funds
which could be used for ecological restoration as well
as a basic income for the people of a region.
Conclusions drawn from research at the University
of Sheffield into the pensions planning of younger
women include the suggestion that ‘the British
pension system requires greater simplification in
order that individuals can plan with some degree of
clarity over the income they expect to receive in
retirement.’ (Liam Foster, ‘ “I might not live that
long!” A study of young women’s pension planning
in the UK’, Social Policy and Administration, vol.46,
no.7, December 2012, pp.769-787, p.785)
Turn2Us, the benefits advice line, has published
research from the University of Kent: Benefits Stigma
in Britain. The researchers ‘found no evidence of a
“dependency culture” in which those living in areas
where more people claim benefits experience less
stigma. International evidence suggests that countries
with benefit systems based on contribution or on
citizenship, rather than on a means tested basis, are
less likely to see high levels of benefits stigma. …
More universal, contributions-based and generous
benefits/benefit systems seem to be less stigmatised.’
(pp.4, 11).
www.turn2us.org.uk/PDF/Benefits%20stigma%20Dr
aft%20report%20v9.pdf

Conference report
A report on the BIEN Congress 2012, Munich, 14th
to 16th September
by Malcolm Torry
BIEN now stands for ‘Basic Income Earth Network’.
Once every two years BIEN holds a congress, and
this year’s showed just how appropriate the name
now is and how inappropriate it would be to still call
it the ‘Basic Income European Network’. There were
participants from South Africa, Namibia, India,
Japan, South Korea, the United States, Canada, Latin
America, and numerous European countries. Over
three hundred in all gathered for forty-eight hours of
plenary sessions, workshops and panels: often six
different workshops and panels at one time, with
three or four speakers each, to enable all of the papers
to be delivered and discussed.
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The congress was titled ‘Pathways to a Basic
Income’. There was a sort of pattern to the timetable.
Friday’s sessions were largely on the current state of
the debate, Saturday on routes towards
implementation of a Citizen’s Income, and Sunday on
a Citizen’s Income’s relationships with such vital
themes as ecology, rights, justice, and democracy: but
nothing is that tidy, and each day contained a wide
diversity of presentations and discussions touching on
all of those areas.
The high point was a set of presentations by Guy
Standing and representatives of India’s Self
Employed Workers Association on the Indian
Universal Cash Transfers pilot project and on some
of the interim results. Of all of the sessions that I
attended this one got by far the longest applause. The
other high point, though a rather lower key
presentation, was the significant story of Iran’s
Citizen’s Income told by Hamid Tabatabai during one
of the panel sessions.
The Congress was a quite inspiring mixture of the
visionary and the realistic, of the broad-brush and the
detailed, of the theoretical and the practical, and
Germany’s Netzwerk Grundeinkommen (Basic
Income Network) is to be congratulated on organising
such a highly successful event.

Conference notice
Basic Income and Economic Citizenship: the
twelfth annual North American Basic Income
Guarantee Congress, will be held from Thursday May
9th to Saturday May 11th, 2013, at the Sheraton
Hotel and Towers, New York City
Featured speakers will include Sheri Berman,
Barnard College, author of The Primacy of Politics:
Social Democracy and the Making of Europe’s
Twentieth Century; and Jurgen De Wispelaere,
University of Montréal, co-editor of The Ethics of
Stakeholding.
Proposals for panel discussions and papers would be
welcome. For further information: www.usbig.net.

Research note
A French microsimulation
Dr Marc de Basquiat has employed microsimulation
software and a household budget survey (named
MAUF-MS) of 823,815 individuals aged 18 and
above grouped in 458,584 households to calculate the
gains and losses that households would experience if
a Citizen’s Income were to be implemented in
France.
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He grants €400 per month to each adult and €200 per
month for each child, and imposes a flat tax on
income at 20% and an annual flat tax on wealth of
1%. The scheme is revenue neutral.

research project of which this book is the outcome: an
agenda with which he constantly contrasts more
conditional forms of welfare state based on ideas of
‘reciprocity’.

Dr de Basquiat presented his results at the BIEN
Congress in Munich in September 2012; and now
Heiko Gerhauser has employed an extract of the
survey results (of 10,000 households) to estimate
household gains and losses on the introduction of the
scheme, and has categorised the results in the same
way as the UK microsimulation results were
categorised in the last edition of the Newsletter (issue
3 for 2012). The two sets of results can be compared
in the following table:

In his introductory chapter, Birnbaum locates his
treatment between the quite general theorizing of
John Rawls and an empirical approach more
concerned with feasibility: ‘between’ in the sense that
his ‘feasibility’ takes the long view and does not
allow short term political realities to determine
feasibility in the longer term, and in the sense that his
method is one of ‘reflective equilibrium’: a moving
backwards and forwards between different
propositions in an attempt to resolve contradictions.

Results for
households
for the UK
simulation
Losses and gains
Loss > 15%
15% > loss > 10%
10% > loss > 5%
5% > loss > 0
No loss or gain
0 > gain > 5%
5% > gain > 10%
10% > gain > 15%
Gain > 15%
Totals

% of
households
7.50
2.71
7.63
17.32
4.25
26.85
14.28
7.71
11.75
100

Results for
households
for
the
French
simulation
% of
households
5
7
11
19
0
23
17
7
11
100

Dr. de Basquiet’s paper can be found at
http://allocationuniverselle.com/doc/BIEN_Munich_2012-0915_MdeBasquiat.pdf
The microsimulation spreadsheet can be found here:
http://www.allocationuniverselle.com/doc/microsimulation_AU
_Marc_de_Basquiat_2012-10-21.xlsx

Reviews
Simon
Birnbaum,
Basic
income
Reconsidered: Social justice, liberalism, and
the demands of equality, Palgrave Macmillan,
2012, xii + 246 pp, hbk, 0 230 11406 7, £62.50
‘Radical liberalism ... holds a substantial universal
and unconditional tier of social rights to be one of the
ideal requirements of liberal-egalitarian justice.’ (p.8)
Equality and freedom can and should be pursued at
the same time, a universalist welfare state is the
means to this combination, and an important element
of such a welfare state is a Citizen’s Income. This is
the agenda that Birnbaum has pursued through the

In Rawlsian fashion, the first part of the book argues
for a Citizen’s Income on the basis that it maximises
the economic prospects of the least advantaged
member of society more effectively than would more
conditional benefits systems. The second part
answers the objection that a Citizen’s Income
requires taxation and therefore exploits workers.
Birbaum follows Philippe Van Parijs in showing that
much of the income earned through employment is
the result of resources that belong to all of us, and
that taxing earned income is therefore a redistribution
of gifts. The argument is then extended to jobs: if
they are gifts, then everyone has a claim on their
value.
The third part of the book tackles feasibility.
Birnbaum argues that a Citizen’s Income ‘would be
particularly well-suited to foster economic initiatives,
meaningful work and a rich associational life’
(p.169), making formal reciprocity requirements
unnecessary; and he finds that ‘basic income
proposals that seek to build on and develop the social
insurance and in-kind benefits of existing welfare
state institutions are far better suited to serve
objectives [of political legitimacy, sustainability, and
gender equity] than radical replacement strategies’
(p.204).
The book is full of enlightening argument, and
particularly compelling is a method which sets out
from a situation in which a Basic Income has been
implemented and then studies a situation in which it
has been abolished. This method is well employed on
p.59 to demolish the ethical argument for ‘welfare to
work’ policies.
The book is also full of quite dense argument which
assumes some acquaintance with the terminologies
and literatures of moral philosophy and political
economy: but readers without such an acquaintance
will still find the book invigorating because the
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argument is both thorough and coherent, and because
it contains a persuasive riposte to arguments for a
welfare state based on enforced reciprocity. (It is no
surprise that Stuart White has the longest author entry
in the index after John Rawls and Philippe Van
Parijs.) In social policy terms, the book is a
persuasive argument for a Citizen’s Income and
against both today’s ‘welfare to work’ benefits
structure and a Participation Income.
Anyone coming to this book will need to work hard
at it, but the work will be worth it.

Robert Skidelsky and Edward Skidelsky, How
Much is Enough? The Love of Money, and the
Case for the Good Life, Allen Lane/Penguin
Books, 2012, xi+243 pp, hbk, 1 846 14448 6, £20
The thesis of this book is that there is a ‘good life’
which can be defined independently of our subjective
desires, and that it is possible to determine the
elements of that good life and some of the means for
attaining it.
The first chapter sets out from Keynes’ prediction
that increasing automation would enable us to
experience a good life at the same time as working
shorter hours: but Keynes ‘did not understand that
capitalism would set up a new dynamic of want
creation which would overwhelm traditional
restraints of custom and good sense’ (p.42) – and, as
the Skidelskys correctly note in chapter 2, capitalism
‘has given us wealth beyond measure, but has taken
away the chief benefit of wealth: the consciousness of
having enough’ (p.69).
Chapter 3 surveys pre-modern economic thought, and
particularly Aristotle’s, for whom money is the
servant of the good life rather than being an end in
itself. The Skidelskys then divert us down two cul-desacs in order to back us out again. They explore the
modern
‘happiness
economics’,
find
it
methodologically and ethically suspect, and decide
that the pursuit of happiness is no more likely to lead
to the good life than is the pursuit of money:
Our proper goal, as individuals and as citizens, is
not just to be happy but to have reason to be
happy. To have the good things of life – health,
respect, friendship, leisure – is to have reason to
be happy. (p.123)
Similarly, the authors urge us not to argue from the
dangers of climate change to a necessity to reduce
economic growth. They prefer a ‘good life
environmentalism’: the pursuit of an objectively good
20

Citizen’s Income

Citizen’s Income

Citizen’s Income

life which requires us to treat nature kindly because
‘harmony with nature is part of the good life’ (p.140).
Chapter 6 is the heart of the book because it describes
the good life in terms of a set of ‘basic goods’,
defined as goods which are ‘universal, meaning that
they belong to the good life as such ... final, meaning
that they are good in themselves, and not just as a
means to some other good ... sui generis, meaning
that they are not part of some other good ...
indispensable, meaning that anyone who lacks them
may be deemed to have suffered a serious loss or
harm’ (pp.150-52). On the basis of this definition the
authors list seven basic goods: health, security,
respect, personality (‘the ability to frame and execute
a plan of life reflective of one’s tastes, temperament
and conception of the good’ (p.160)), harmony with
nature, friendship, and leisure.
The authors study indicators related to the elements
of the good life and find that in many ways life in the
UK is less good than it was forty years ago. They
recommend a ‘non-coercive paternalism’ (p.193), and
at the heart of their prescription is an argument for a
Citizen’s Income on the basis of their definition of
the good life. For instance: leisure and self-directed
activity are necessary constituents of the good life, so
to enable more people to be employed part-time,
which a Citizen’s Income would do, would enable
more people to experience the good life.
It is unfortunate that the book advocates the pursuit of
the good life purely in terms of our generation of
homo sapiens, and explicitly does so in the chapter on
‘limits to growth’. A good life for the planet, and a
good life for future generations, are surely just as
important as the good life for us. The reader will need
to decide whether the Skidelskys have made an
adequate case for downplaying that importance. It is
also a pity that the book contains no separate
bibliography.
But having said that, it is a pleasure to see a book
which in general so cogently combines a clearly
formulated principle, diagnosis of our current plight,
a clear route towards a desired end, and detailed
policy prescription designed to take us along that
route.
We are of course most encouraged that the
Skidelskys have concluded that the attainment of the
good life requires a Citizen’s Income.
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