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Editorial

With the support of the Rowntree Charitable Trust, BIRG
is about to embark on a three-year program, the emphasis
of which will be on dissemination. By the end of 1993
we plan to make Citizens’ Income (CI) and Basic Income
(BI) as much a part of the English language — and of
political debate — as the social security benefits they
would replace. During 1991 we shall produce a short
video explaining BI, comparing it with the existing tax
and benefit systems and showing why change is
necessary. The video will be available on request, for use
at public and private meetings throughout the UK.

We shall also be testing public opinion. For instance, in
conjunction with Age Concern, we shall be asking pen-
sioner and other groups how much importance they at-
tach to the contributory principle. Given the choice, what
sort of pension would they prefer the state to provide?
For example, should entitlement to it be based on
previous labour-market participation (as now), or on
length of residence in the UK (as proposed by BIRG)?

In December of last year an important contribution to
the BI debate was published by Samuel Brittan (Assis-
tant Editor of the Financial Times) and Steven Webb
(Senior Research Officer at the Institute for Fiscal
Studies). Beyond the Welfare State: An Examination of
Basic Incomes in a Market Economy reached us too late
to review, but we are grateful to Steven Webb for his ac-
count in this Bulletin of the illustrative approach they
adopted. In an effort to reduce costs, they took the
nuclear family instead of the individual as the assessment
unit. So their scheme is what BIRG would call a modified
BI.

Using the current generation of tax/benefit models
(which do not take account of behavioural change) a
family-based scheme looks less expensive than the
individually-based schemes costed at the London School
of Economics.! Yet a scheme which required the Inland
Revenue to track the marital (and non-marital) relation-
ships of every man and woman in the country would be
fantastically difficult to administer. Like the existing
cohabitation rule (which BIRG would like to see remov-
ed) it would meet stiff resistance. For its lower cost is the
result of a marriage penalty of £16 a week for couples
without children, and §20 for couples with children. Un-
married adults would get $37 each, reduceable on mar-
riage or cohabitation to $29 each (or £37 for the man and
§21 for the woman).

In due course BIRG hopes to take up Steven Webb's
challenge, by analysing both approaches on a comparable
basis. There is little doubt that the Brittan/Webb ap-
proach would produce larger Bls than the BIRG ap-
proach. On the other hand, it may be that most people
would prefer smaller Bls that preserved their privacy to
larger ones that were subject to bureaucratic intrustion.

The BI debate has reached a stage where careful use
of terminology is becoming increasingly necessary,




especially at the international level. In their December
1989 Green Paper,® Britain’s Liberal Democrats used the
term Citizen’s Income, and at last year’s conference in
Florence the Basic Income European Network (BIEN) us-
ed the term Citizenship Income. But they were not
necessarily talking about the same things. That is why
your Editor has tried to clarify the confusion by including
a brief analysis of the more commonly used technical
terms in this Bulletin! Using her proposed terminology
on page 7, Citizen’s Income becomes any form of state
benefit for which the main basis of entitlement is citizen-
ship or legal residence. Basic Income becomes a CI
variant which takes the individual as the unit of assess-
ment and is funded by an integrated, hypothecated in-
come tax.

BI has advantages and disadvantages. [t would make the
income redistribution system more explicit, which most
people regard as an advantage, but it presupposes a
super-efficient system of income tax collection, which
is a major limitation. Countries unable to collect the
necessary revenue through income tax would have to use
other sources of finance, in which case the system would
be a CI but not a Bl system. The incidence of tax and
the redistributive effects would be much harder to
calculate, and almost certainly very different.

In the coming three years, BIRG will concentrate on the
introduction of a partial Bl in the UK. At European Com-
munity level, we will foster the idea of a CI (without a
work test) as a privilege of European citizenship. In the
words of the late Sir Brandon Rhys Williams:

A Basic Income Guarantee that reached out to all the citizens
of the Community would ... give the ideal of Union a real per-
sonal significance, because it would become a commitment, and
a privilege, expressible in tangible form.?

This is a far cry from the existing situation — and the
EC Social Charter. A European CI, payable irrespective
of labour market or marital status, could fit well with the
single market. For it would boost demand in areas of
under-employment and unemployment, thereby reduc-
ing the risk of a two — or even three — tier Europe. It
would also ease the way towards reform (or replacement)
of the Common Agricultural Policy, by protecting the liv-
ing standards of low-income citizens (including farmers)
without interfering with prices. With ClIs on the agenda,
even the GATT talks might have turned out differently!

The importance of distinguishing between the different
varieties of CI comes out clearly from Pat O'Brien’s ac-
count of the Alaska Permanent Fund Dividend program.
Since 1982, every Alaskan citizen has been a shareholder
in Alaska Inc, with effects that look good for the
economy as well as the individuals. Imagine the conse-
quences for Scotland, if every Scot received an equal
share of the profits from North Sea oil. In Alaska one
result has been increased employment. In Scotland the
same could happen. BIRG would appreciate feed back
from Scottish readers on this issue.

The Alaska Dividend Program was introduced to further
capitalism, not to weaken it. Ken Mayhew, former
economic director of Britain’s National Economic
Development Office (NEDO), writes in this Bulletin about

BI as a lever for economic efficiency. It used to be
thought that the existing social security system would
promote economic efficiency, but it did not work out that
way. If it can be shown that Bl would improve economic
efficiency as well as social justice, then we really are go-
ing places.

Ken Mayhew’s article stems partly from the deliberations
of BIRG’s Labour-Market study group. A report of these
deliberations will be published shortly, as the first of a
new series of BIRG Discussion Papers. Its main conclu-
sion is that Basic Income needs to be part of a wider
package, which should also include training, child-care
provision and measures to combat discrimination.

Another forthcoming publication to which we shall
return in the next edition of this Bulletin is a report by
Hermione Parker and Holly Sutherland, comparing the
effects of child tax reliefs, increased child benefit and
BI as instruments of family policy.* Contrary to those
who describe child benefit as an ‘indiscriminate’ benefit,
this study shows that both child benefit and BI are ex-
tremely effective ‘targeting’ mechanisms — provided
they are financed through income tax. BI is the most
redistributive from ‘rich’ to ‘poor’ of all the options in
the study. It also does the most to improve work incen-
tives at the bottom of the earnings distribution.

Finally, a note for your diaries. BIRG’s 1991 annual
conference will be at Toynbee Hall, London on Fri-
day 12th July. This date has been chosen to coincide
with the ‘TOES’ 1991 conference.? We thought you
might like to combine the two.

Notes and references

1. For instance: A.B. Atkinson and H. Sutherland, Analysis of a
Partial Basic Income, BIRG Bulletin No 8, Autumn 1988; B
Rhys Williams, ed. H. Parker Stepping Stones to Independence,
Aberdeen University Press, 1989; H. Parker, Instead of the Dole,
Routledge 1989, chapter 20.

2. Common Benefit, Federal Green Paper No 11, Liberal
Democrats, December 1989. See BIRG Bulletin No 11, July 1990.

3. B Rhys Williams, op cit, page 53

4. H. Parker and H. Sutherland, Child Tax Allowances? A
Comparative Analysis of Child Benefit, Child Tax Reliefs and
Basic Income as Instruments of Family Policy, STICERD
Occasional Paper No. 16, London School of Economics, Spring
1991 forthcoming.

5. The Other Economic Summit (TOES) is organised by the New
Economics Foundation to coincide with the Group of Seven
Economic Summit. This year it will be in London on 15th-16th
July, with fringe meetings before or after. For further details
please contact Michael Palmer, telephone 071-377 5696.




The Alaska
Permanent Fund
and Dividend
Distribution
Program

J. Patrick O’Brien
and Dennis O. Olson

The State of Alaska 1is sparsely populated, with an
estimated population in 1986 of 534,000. In Bulletin No.
11 we reported briefly on Alaska’s version of a social
dividend scheme (See At Home and Abroad). Afterwards
we went to source for the following account of a
remarkable experiment, which treats all Alaskans as
stockholders in Alaska Inc. — distributing annual
dividends to every resident regdardless of need — in order
to remind them that it is their money the state spends
... Johm Major please take note.

Alaska is a state rich in resources. In a unique experi-
ment its citizens have chosen to distribute the bounties
of this resource wealth to themselves and future genera-
tion of Alaskans. Citizenship alone entitles each in-
dividual to a share of Alaska’s wealth, through the Alaska
Permanent Fund Dividend program (APFD).!

Since 1977, the State of Alaska has been receiving royal-
ty income from oil produced on state-owned land at
Prudhoe Bay and adjacent oil reserves. About 20% of
these funds have been saved in a state savings account
called the Alaska Permanent Fund (APF). Although
several other states and Canadian provinces have
established trust funds to preserve portions of their non-
renewable oil or mineral wealth for future generations,
only Alaska has chosen to distribute any significant por-
tion of these funds directly to the populace.

The origins of the Permanent Fund and the dividend pro-
gram can be traced to the unique economic history of the
state. Recognising the traditional boom-bust nature of its
economy, most residents felt that some portion of its oil
revenue should be saved for future years. When the
Alaskan legislature established the Permanent Fund in
1976, it stipulated that the principal of the fund should
accumulate and be used for ‘‘income-producing in-
vestments.”” But no such restrictions were imposed upon
the use of income earned by the Fund. Thus, in 1979,
Governor Jay Hammond’s proposal to distribute some of
the interest received considerable public support. Then,
as now, the dividend program was viewed as a means of
providing residents with some benefits from increased
oll revenues without simply providing them with more
government spending.

While popular, the dividend program has been controver-
sial since its inception. At the heart of the debate are
underlying questions concerning the optimal size of state

government and its proper role in managing public
wealth. In this paper we discuss the economic and
political rationales for the existence of the Permanent
Fund and the dividend program. We compare the divi-
dend distribution program with other Alaskan state
transfer programs and then discuss the impact of the divi-
dend distribution program on the state’s economy.

1. HISTORICAL PERSPECTIVE

In November 1976 the citizens of the State of Alaska ap-
proved an amendment to the Alaska constitution
whereby the Alaska Permanent fund was established.!

At least twenty-five per cent of all mineral lease
rentals, royalties, royalty sale proceeds, federal
mineral revenue sharing payments and bonuses
received by the State shall be placed in a perma-
nent fund, the principal of which shall be used on-
ly for those income-producing investments
specifically designated by law as eligible for perma-
nent fund investments. All income from the perma-
nent fund shall be deposited in the general fund
unless otherwise provided by law.2

In passing the enabling act for the constitutional amend-
ment, it was the intent of the legislature that the prin-
cipal of the Permanent fund should accumulate to a level
sufficient to assist in the diversification of Alaska’s
economy, and to ensure that future generations of
Alaskans will receive benefits from the development of
the state’s non-renewable resources. This idea reflected
the view that petroleum reserves, or any mineral deposits
located on state lands, are jointly owned by all state
residents, including future generations of Alaskans.

As an alternative to saving royalty income in a perma-
nent fund, the populace could have mandated that royal-
ty income be distributed directly to the populace, on
receipt. Establishment of the Permanent Fund, however,
suggests that many Alaskans believed the private alloca-
tion of royalty revenue would not be socially optimal in
the long term; that the current generation would save
at a lower than socially optimal rate. Furthermore, it was
recognised that current and future residents of Alaska
are geographically mobile. Their personal time horizons
may correspond only to their expected length of
residence in Alaska. Immediate distribution of the en-
tire Permanent Fund would thus mean a loss of some
benefits to future Alaskan residents. Additionally, in that
the primary source of revenues to support state expen-
ditures are receipts associated with the development of
the state’s non-renewable resources, especially the
development of the North Slope petroleum reserves, and
in that it was anticipated that such development would
slow down in the 1990s, the State sought in the Perma-
nent Fund principal a permanent tax base, which could
be used to smooth out the future flow of government
spending.

Another important consideration was to constrain state
government spending. In 1969 the state auctioned off the
drilling rights on tracts of state-owned land at Prudhoe
Bay, which is located on Alaska’s North Slope. The
Prudhoe Bay lease sale generated $923 million in
revenue. This was a huge windfall for the state, which
at that time had an annual budget of only $112 million.




By 1977 the state had spent most of this money. Whether
correct or not, the general public sensed that the state’s
politicians had squandered this first oil windfall. To pre-
vent such a recurrence, the populace strongly supported
the idea of placing a portion of the state’s oil revenues
beyond the reach of day-to-day government spending

The Permanent Fund

In addition to saving a portion of the state’s oil wealth,
the operating goals of the Permanent Fund are, first, to
protect those savings from a loss of value, and second
to invest the principal of the Fund in perpetuity to pro-
duce income. The first goal takes precedence and as such
the Permanent Fund has followed a fairly conservative
Iinvestment strategy. Initially the principal was invested
only in select high-grade capital and money market in-
struments, 1.e. obligations of the United States govern-
ment, CDs of federally insured commercial banks, or
corporate investment-grade securities. More recently,
however, the Fund has begun to be invested in real estate
and stocks. As of 30 June 1990, for instance, about 70%
of the Fund was invested in bonds and short-term
securities, 21% in stocks, 8% in real estate, and 1% in
cash, Alaska residential morgages and certificates of
deposit of Alaska financial institutions.

By the end of fiscal year 1990, the APF had accumulated
assets totalling $11,200 million. Of this total, approx-
imately $3,800 million represents constitutionally
dedicated revenues arising from the mandate to save 25%
of royalty income and bonuses, $4,000 million has come
from special legislative appropriations, and the remainder
is from earnings on investments in previous years. The
Fund contains about 20% of state petroleum revenues
received since 1977.

Net earnings of the Fund are also fairly substantial, totall-
ing some $6,900 million since 1977. About $1,000 million
was earned in 1986, $1,100 million in 1987, $800 million
in 1988, and $900 million in both 1989 and 1990. From
these funds ‘‘an amount sufficient to offset the effect
of inflation on principal of the APF ... ” is ploughed back
into the Fund’s principal for reinvestment.? Over the
past eight years, inflation-proofing has amounted to ap-
proximately $2 100 million. The remainder of net income
is divided between the dividend account to fund the divi-
dend program and an earnings reserve account, which
represents undistributed income. For 1987 and therefter,
dividend payments are equal to 10.5% of the net income
earned by the Fund over the most recent five years. Re-
maining funds are placed in the earnings reserve account,
to be used for future dividends, for inflation proofing,
or for other uses as specified by the legislature.

Dividend distribution program

The origins of the dividend program can be traced back
to at least the ‘State of the State’ speech given by Gover-
nor Jay Hammond in 1976. He used the term Alaska Inc
to refer to the idea that Alaskans be treated as
stockholders in a corporation (the State of Alaska) that
was extracting oil at Prudhoe Bay. A type of tangible
benefit or dividend could then be paid annually to these
shareholders. Such a payment would remind them that

the state was spending their money and cause them to
be more aware of state expenditures and revenues.

The initial dividend program, proposed for 1980, was to
provide eligible residents with a $50 dividend for each
full year of residence since statehood in 1959. This
method of rewarding long-time residents was designed
to help reduce the constant turnover in the state’s
population, and preserve ‘Alaskan’ cultural
characteristics threatened by the oil boom. However, the
legality of the program was immediately challenged, and
in 1982 the U.S. Supreme Court declared the state law
was unconstitutional since it discriminated against new
residents. The legislature then revised the program so
that all eligible residents would be treated equally and
receive dividend cheques of a fixed amount. The initial
distribution of dividend payments was set at $1,000 per
person in 1982.

Technically, and according to current statutes, only that
portion of net income transferred to state general funds
(the dividend account) is readily available for dividend
distribution. Funds in the earnings reserve account,
however, may be appropriated for dividends or other uses
through an act of the legislature. Given the budgetary
problems faced by the state, due to falling oil revenues
during the period 1985 through 1989, the question of
whether dividends and interest income should be
distributed, saved, or transferred to the general fund was
an important policy issue. With the recent rise in oil
revenues associated with the Persian Gulf crisis, however,
this debate will undoubtedly be put on hold.

2. ALASKA TRANSFER PAYMENTS

Permanent Fund Dividend payments count as a form of
transfer payment, and are only one of many transfer
payments provided by the State of Alaska to its citizens.
APFD payments represent, however, the largest single
category of direct transfer payments to individuals, and
have the broadest reach of any of Alaska’s transfer pay-
ment programs. Transfer payments to individuals in
Alaska are categorised into two major groups:

® Payments made without regard to the recipients’
incomes
® Payments based on need

(1) Universal payments:

There are currently three major programs in which
payments are made to individuals without regard to
income:

® The Permanent Fund Dividend program
® The Longevity Bonus program
® The Power Cost Equalization program

Permanent Fund Dividend program.

In 1989, dividend payments totalled approximately $460
million, and were distributed to some 500,000 eligible
Alaska residents. Eligibility for dividend payments in
1989 required only that an individual be a resident of the
state and file an application.*




Since the program started in 1982, each Alaska resident
has received the following per capita distributions:

Alaska Permanent Fund Dividend Program

Year Per capita annual amounts $
1982 1,000.00
1983 386.15
1984 331.29
1985 404.00
1986 556.26
1987 708.19
1988 826.93
1989 873.16
1990 952.63

The Longevity Bonus program

This is the second largest transfer payment program in
this category, with total disbursements in 1989 of ap-
proximately $55 million. Through this program all
Alaskans over the age of 65, who have lived in the state
for at least two years, receive $250 per month. The pro-
gram reached approximately 3% of the population.

The Power Cost Equalisation
Program

This program provides benefits based on location. In-
itiated in 1980, the objective is to reduce the electricity
bills of rural residents. Disbursements in 1989 amounted
to about $19 million. Payments are made to rural utilities,
which then reduce customers’ electricity bills. The pro-
gram affected some 60,000 customers in 1989.

Payments based on need.

Transfer payments based on need amounted to some
$200 million in 1989, and were made through Aid to
Families with Dependent Children (AFDC), the Adult
Public Assistance program, and Medicaid.

3. ECONOMIC IMPACTS OF THE
DIVIDEND DISTRIBUTION
PROGRAM

Not only has the dividend distribution program con-
tributed directly to total personal income received by
residents, it has also affected the level of economic ac-
tivity. By increasing total personal income, it has resulted
in a rise in residents’ personal consumption expen-
ditures; it has indirectly affected employment; and it ap-
pears to have had a subsidiary effect as an
anti-recessionary policy program.

Expenditure on dividend payments since 1982 has rang-
ed from a low of $167 million to a high of $487 million
per year. Payments as a percentage of total personal in-
come have ranged from 1.86% to 5.44% — the latter

figure being associated with the abnormally large
payments made in 1982. Dividend payments over the ex-
isting life of the program have averaged 3.14% of total
personal income in the state (2.68% excluding the 1982
payment).

The program has also resulted in increased expenditure
on personal consumption, and increased employment. As
an indication of the employment impact of the dividend
distribution program, it has been estimated that for every
$1 million distributed 13 Alaska jobs (primarily in the ser-
vices and trade sectors) are created.® With dividend
distributions totalling $487 million, this translates into
approximately 6,300 new jobs for Alaskans, or about 3%
of total employment in Alaska.

In 1985 the Alaska economy experienced a substantial
boom, followed by a fairly severe recession. Both the ex-
pansion and the contraction were closely linked to the
international price of crude oil. In that dividend
payments are not tied to the current state of economic
activity, they have tended to exacerbate the expan-
sionary phase of the business cycle, and mitigate the con-
tractionary phase. Alaska personal income has tended
to grow more rapidly during the expansionary phase than
in the absence of dividend payments. Dividend payments
were approximately 2% of total personal income during
the years in which personal income was rising, compared
with 4.2% during those years in which personal income
contracted.

The counter-recessionary nature of dividend payments
is perhaps (at best) unintentional, since each year’s divi-
dend distribution has been determined using a formula
developed in 1983, which sets total dividends equal to
10.5% of the accumulated interest earned by the per-
manent fund over the previous five years. Presumably
this formula was based upon rational expectations, us-
ing the information available in 1983. It is, however, a
backwards-looking formula that fails to incorporate new
information about future incomes, as it becomes
available in later years. Regardless of whether Alaska
is intentionally engaging in stabilisation policy, govern-
ment officials are aware of this potential role of the divi-
dend program.

On current projections, it is anticipated that annual divi-
dend distributions will rise to $594 million by 1995 (in
nominal dollars) with per capita payments of $997. By
the year 2000 annual distributions are projected to ap-
proach $830 million, with per capita distributions of
$1,275.¢

4. A UNIQUE EXPERIMENT

The Alaska Permanent fund is a unique experiment in
the redistribution of wealth to future generations of
Alaskans. By setting aside a portion of state revenues
received from the exploitation of resources today in a
constitutionally inviolate trust fund, the current genera-
tion of Alaskans has ensured that future generations will
benefit from Alaska’s mineral and petroleum wealth.

Through the dividend distribution program, current
Alaskans benefit from the exploitation of resources
directly by an increse in personal income, and indirectly




through the higher employment brought about by the
infusion of dividend payments. Additionally, the dividend
distribution program acts as an anti-recessionary policy
tool, whereby the boom-bust cycles associated with
resource development which have historically plagued
Alaskans are somewhat mitigated.

Professor Patrick O’Brien is head of the Economics
Deparitment at the University of Alaska Fairbanks, Fair-
banks, Alaska. Dennis Olson is Professor of Economics
at the University of Louisville, Louisville, Kentucky.

Notes and References

1. An amendment to the Alaska Constitution was necessary to
establish the Alaska Permanent Fund, since the constitution
specifically forbids the dedication of proceeds from taxes or
licences for any special purpose other than joint federal/state
participation programs.

2. Amendment to Alaska constitution, Article IX, Section 15.
Originally severance tax revenues would have been included in
the Permanent Fund, but that provision was deleted in the
state senate.

3. Alaska Statutes 37.13.010-145 (October 1983) specify how the
permanent fund is to be operated. Section 37.13.145 inflation-
proofs the principal.

4. The residency requirement for receipt of dividend payments in
1990 was increased by the legislature to two years. A recent
challenge in the courts, however, has resulted in the residency
requirement being set at one year.

5. Goldsmith, Oliver Scott, and Wanamaker, Jeff, The Economic
Impact of the Permanent Fund Dividend. Paper prepared for
the Alaska Permanent Fund Corporation by the Institute for
Social and Economic Research, University of Alaska Anchorage.

6. These projections have been made by the Alaska Department of
Revenue and are reported in the Monthly Financial Report of
the Alaska Permanent Fund Corporation. In formulating these
projections it was assumed that the nominal rate of return on
the principal of the fund would be 9% in fiscal year 1993, and
thereafter. Inflation was assummed to be 6%.

Terminology

Hermione Parker

BIEN'’s third international conference on Basic Income
showed once again the confusion that arises when the
same technical terms are used to mean different things.
Given the diversity and complexity of social security in-
stitutions and social security law in Europe, it is not sur-
prising that rather few technical terms are synonymous.
Terminological difficulties are compounded by those of
language. Child Benefit translates into French as
allocation familiale and into German as Kindergeld
giving appearances of synonymity where none exist. If
BIEN wants to progress, one of its first priorities should
be to agree a format for definitions (and translations)
of at least the main concepts involved.

During the past few years it has become increasingly ap-
parent that the term Basic Income (BI) is being used in
English texts to describe tax and benefit proposals that
are fundamentally dissimilar. Virtually any scheme that
takes citizenship as the main basis of entitlement is be-
ing given the BI label (or is translated into English as a
BI) — including proposals that subject recipients to a
work test (André Gorz!), take the family instead of the
individual as the assessment unit (Samuel Brittan and
Steven Webb?), rely for finance on ecological taxes
{James Robertson?), property taxes (Morley-Fletcher?) or
topsy-turvy nationalisation (James Meade?). The
resulting confusion starts by being terminological, but
quickly becomes linguistic as well. Here I shall endeavour
to make the case for much clearer use of terminology in
each vernacular, so that translators and interpreters can
move between languages with greater confidence that
the terms they use mean what they appear to mean.

It goes without saying that there are good reasons for
most of the ‘BI’ variants. My argument is not for or

against any of them — it is about distinguishing between
them. Inclusion of a work test would doubtless make ‘BI’
more acceptable to upholders of the Puritan work ethic,
and to authoritarians generally. Unfortunately a work-
tested BI is a contradiction in terms. BI is about equal
treatment, autonomy and the minimum of bureaucracy,
whereas work tests involve discrimination, compulsion
and red tape. Taking families instead of individuals as the
assessment unit is said to render ‘BI’ less expensive —
especially as measured by computer models that take no
account of behavioural change — but a BI based on sex
and marital status is a further contradiction in terms. It
involves unequal treatment of spouses and heterosexual
partners by comparison with single people and homosex-
ual partners, and necessitates retention of the much
hated cohabitation rule.

In the UK, it is accepted that a full BI (enough to live
on) would require income tax rates of at least 70% to
finance it — hence the quest for other sources of finance.
Reliance on income tax also presupposes the ability to
collect it, which many countries do not have. Therefore
the potential for BI is limited, which leads some of its
advocates to examine other sources of finance. Yet a BI
system funded by its own hypothecated income tax and
kept separate from the rest of government’s accounts (cf
Britain’s National Insurance Fund) is not at all the same
as a ‘Bl’ system funded by whatever other forms of tax-
ation may come to hand.

With authentic BI the income redistribution process
becomes explicit instead of opaque. The BIs are
withdrawn from ‘richer’ citizens through the income tax.
Divide each citizen’s BI by the rate of income tax and
multily by 100, and you come up with the income break-
even levels at which each citizen becomes a net taxpayer
(i.e. the income levels at which tax paid equals Bl receiv-
ed). With wealth, ecology or turnover taxes, this is not
possible — the system would remain opaque and the
redistributional effects could be perverse. In
Czechoslovakia, for instance, where quasi Bl's of 140
crowns replaced price subsidies in 1990, it is argued that
people on high incomes have gained whereas those at the
bottom have lost.*




FIGURE 1: FAMILY TREE

INCOME MAINTENANCE

WORK STATUS BENEFITS

[ |
Bismark Beveridge Residual
Welfare
State
{RSM)
3
SI+ SI Sl S MI only

MI only Mi ounly

—

CITIZENSHIP INCOMES (CI)

|
! ! |

Basic Social Negative
Income Dividend Income tax
(BD {SD) (NIT)

No work test No work test

No 8IC No SIC

Ex ante Ex post

Individuals Families
Integrated with IT not integrated

with IT

Sl = social insurance ¢f Bl but not
SIC =i social insurance contribution integrated
Ml = minimum income with 1T
I = income tax

Family tree Beveridge

My family tree is a first attempt at classification. It is
headed Income Maintenance, although the term Income
Security (defined as taking into account tax as well as
benefits) may be more appropriate. On the left we find
the traditional benefit systems (Bismarck, Beveridge, and
Residual Welfare State or Poor Law), all of them linked
to work in the regular labour market. Work is defined
as paid work (or self-employment). Unpaid work (in
homes and communities) is disregarded, and therefore
downgraded. On the right we find the new generation
of systems, all of them based on legal residence. These
are the Citizens’ Incomes of tomorrow. The old work
ethic is replaced by a new ethic, based on the premise
that paid work is by no means the only socially worth-
while activity. Every citizen acquires the unconditional
right to a minimum of subsistence — just as every citizen
since the late nineteenth century has had the right to
education, and since the mid-twentieth century to health
care.

BENEFITS BASED ON WORK STATUS
Bismarck

Social insurance in the Bismarck tradition pays benefits
that are fixed percentages of former earnings — which
is fine for those who have earned regularly and well, but
not at all fine for the lower paid, nor for those who have
earned irregularly, nor for single-wage couples whose
marriages end on the rocks. That is why a steady stream
of countries with Bismarck-style social insurance systems
have added (or are in the process of adding) new layers
of means-tested social assistance to their existing provi-
sions (see minimum income or MI in the diagram). Lux-
embourg’s Revenu Minimum Guaranti (RMG), and
France’s Revenu Minimum d’Insertion (RMI) are recent
examples.

Social insurance in the Beveridge tradition is flat rate
with additions based family composition. Benefit rates
are low — if they were not, the gap between low pay and
benefit would not be wide enough to preserve work in-
centives. To counter the accusation of benefit rates that
are inadequate, countries following the Beveridge tradi-
tion have added further layers of earnings-related pro-
vision (e.g. Britain’s state earnings-related pension
scheme/SERPS introduced in 1978) as well as a layer of
social assistance (MI).

Residual welfare state or Poor Law

As a result of crisis in the welfare state and the neo-
liberalism of the 1980s, many governments have cut back
on benefit entitlements. Mrs Thatcher’s government took
a series of tax and benefit measures designed to replace
social insurance benefits (in the long term) by a combina-
tion of private provision (for the majority) and means-
tested social assistance (MI) for the minority. Private pro-
vision is encouraged by tax reliefs. Public provision is
allowed to fade away by indexing benefits to prices in-
stead of earnings — or not at all. Unless this policy is
reversed Britain’s basic old age pension will in due course
become as worthless as the former death grant.

CITIZENSHIP INCOMES

Notwithstanding their merits (which are indisputable)
benefit systems based on labour-market participation
have serious limitations — hence the emergence of
Europe’s New Poor. Social insurance cannot help these
unfortunates, because social insurance of its nature is a
system of exclusion. Moreover those most at risk of ex-
clusion are those least able to fend for themselves: peo-
ple with disabilities, women (especially lone mothers),




FIGURE 2: CITIZENS’ INCOMES, DEFININTION MATRIX
VARIABLE CITIZENS’ INCOMES WORK-RELATED BENEFITS
Basic Social Negative Social Minimum Residual
income dividend income tax  insurance income welfare state

‘Basis of entitlement
Legal residence Yes Yes Yes Yes Yes Yes
Contribution record No No No Yes No No
Assessed need No No Yes No Yes Yes
Work test No No No Yes Yes Yes
Earnings rules No No No Yes* Yes Yes
Assessment unit
Individual Yes Yes No Yes No No
Nuclear family No No Yes No Yes Yes
Extended family No No No Ne Yes? Yes?
Household No No Yes No Yes? Yes?
Cohabitation rule No No Yes No Yes Yes
Financing methods
Social insurance

contributions No No Neo Yes No No
Integrated income tax . Yes No No No No No
Income tax (not

integrated) No ? Yes No Yes Yes
Savings on existing

benefits Yes ? Yes No No Yes
Savings on income

tax reliefs Yes ? No No No No
‘Green’ taxes No ? ? No ? ?
Wealth taxes No ? ? No Yes No
Share of profits No Yes No No No No
Delivery
Automatic (ex ante) Yes Yes No No* No No
Needs-tested (ex post) No No Yes No Yes Yes
*Except in the case of UK old age pensions where no earnings rules apply

children and young people, students and trainees. That
is why all the new generation of proposals take legal
residence instead of work status as the main basis of en-
titlement. In Figure 2, I emphasise the principle dif-
ferences between these new systems by showing them
in bold.

In BIRG terminology, BI is a self-financing, income-
transfer system. At birth every baby gets a BI number,
which is his or hers for life. The Bls are credited
automatically and withdrawn by charging tax on all (or
almost all) other income. National insurance contribu-
tions are abolished. The BI amounts are usually age-
related, with supplements for disability. The BIs are in-
tegrated with the new income tax, by which I mean that
all administrative regulations (for payment of tax and
receipt of BI) are harmonised. Following this definition
every authentic Bl scheme has four essential properties:

® The basis of entitlement is citizenship (or legal
residence)

® The unit of assessment is the individual

® The financing method is an hypothecated, personal
income tax

® With the exception of the disability supplements, the

whole system is automated

From these properties flow certain automatic side-
effects:

Abolition of the work test

Abolition of all earnings rules

Abolition of the cohabitation rule

Abolition of the means test

Integration of the Bls with income tax
Automated delivery of the Bls

Replacement of existing benefits

Abolition of income tax allowances and reliefs

It is worth remembering that Chris O’Malley MEP, int the
Bl scheme he prepared for Ireland’s Fine Gael party (see
Proposal for a Basic Income in the Republic of Ireland,
BIRG Bulletin No 9, Spring/Summer 1989), proposed that
half of the £40 a week BI be subject to a 20% surcharge,
on incomes below £100 a week. His scheme nevertheless
fits the BI definitions in my matrix, because it would be
paid in advance and withdrawn through income tax,
moreover it takes the individual (married or single) as the
assessment unit. So a non-earning spouse would receive
his/her BI in full, regardles of the income or wealth of
the other spouse.

Socal dividend (SD).

The attributes of SD are less well defined than BI. On
the other hand, we do have the Alaskan Permanent Fund
Dividend to go by (see elsewhere in this Bulletin). On




most counts SD and BI look similar, it is the funding
method that is different. The original concept of social
dividend was to distribute a share of the nation's
resources (including natural resources and inherited
knowledge) between all its citizens. Given the prohibitive
cost of a full BI, it seems best to regard SD as complemen-
tary to BI, rather than as an alternative. Following Meade
in Agathoptopia,® we can imagine a situation where
every citizen has a portfolio of incomes, including Bl and
SD.

In theory there is no reason why the revenue from energy
taxes, wealth taxes or Meade’s ‘topsy turvy nationalisa-
tion’” should not be used to finance a social dividend.
But in practice there could be pressures to use those
revenues to finance other programs, for example to clean
up the environment (energy taxes), or to improve hous-
ing, health and education. Poverty prevention requires
more than just boosting income.

Negative income tax.

Time and again it is argued that there are no differences
between Bl and NIT. If this were true one would expect
the same support for each type of scheme, yet in prac-
tice support for BI comes from the grass roots (especial-
ly women and claimants), whereas support for NIT comes
from academics and computer programmers (usually
men).

For my NIT definitions in Figure 2, I used Milton Fried-
man’s writings and the North American NIT experiments
as my principal guide. The basis of entitlement is legal
residence together with assessed basic need. There are
nevertheless some ‘NIT’ proposals which include a work
test.” This makes a NIT almost inoperable. If part-time
work is allowed to qualify, the first hour of work is worth
the whole of a week’s (or month’s) income guarantee
(depending on the accounting period), less the
withdrawal rate on that hour’s wages. But if part-time
work is not permitted to qualify for the NIT, there may
not be enough job opportunities to go round.’

The NIT unit of assessment is the family (it may be one-,
two- or even three-generational) living in the same
household. Moreover the guaranteed amounts are smaller
per head in large families than in small families, in order
to take account of the alleged economies of scale.
Although the negative tax is designed to be withdrawn
through the positive tax, a NIT system is best described
as unified rather than integrated. Unlike BI, where
everyone gets a Bl and pays tax on all their income, in
an ideal NIT system people either receive the income
guarantee or pay tax. Taxpayers and beneficiaries remain
clearly identifiable, nor is there any harmonisation of ad-
ministrative regulations. The accounting periods have to
be shorter for beneficiaries than for taxpayers, the assess-
ment unit is wider, and the definition of income is har-
sher (for instance it includes gifts).

Conclusion

Clearly a great deal more work needs to be done to refine
the definitions in this paper, and to find out which
systems are best suited to which countries. In my own
mind there is little doubt that a partial BI, of the sort

recommended by Paddy Ashdown’s Liberal Democrats,
could be successfully introduced in the UK — with or
without a social dividend. In the Netherlands also, some
sort of partial BI looks feasible. Elsewhere in the Euro-
pean Community (except perhaps Denmark) Bls are more
likely to replace social assistance than social insurance.
It may also be that social dividend is more appropriate
than BI in the Mediterranean member States. A EURO
social dividend, introduced as part of a package to
replace the much criticised common Agricultural Policy
(CAP), is also worth investigating.

Hermione Parker is a founding member of BIRG, a
JSormer Co-Chairman, and the Editor of this Bulletin. Her
book Instead of the Dole: An Enquiry into Integration
of the Tax and Benefit Systems was published by
Routledge in 1989, price £12.99.
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Basic Income as a
lever for economic
efficiency

Ken Mayhew

BIRG s labour-mavrket study group has recently finish-
ed its deliberations, and a report edited by Hermione
Parker will be published shortly. Here Ken Mayhew pur-
sues two related themes discussed by the study group, of
which he was a valued member. The first theme concerns
the ways in which a move towards a BI system might
help to improve Britain’s training performance. The se-
cond theme concerns the ways in which BI might assist
those at the margins of economic activity to escape from
economic dependency.

It should be stressed that this article is not meant to pro-
vide comprehensive arguments for or against BI. That
would require a much wider range of issues than the two
I 'am highlighting. It would also have to consider the fine
detail of the precise Bl scheme intended. My concern is
much simpler. It is to show that the introduction of a
guaranteed, non-means-tested source of income for each
adult could help to stimulate more and better training,
and could be important in helping those at the margins
of economic activity to help themselves. [ therefore ig-
nore the question of whether a Full Bl or a Partial Bl is
introduced. My arguments depend principally on each
individual receiving some sort of BI, though the strength
of the effects I describe would depend on how much.

1. BRITAIN’S SKILL SHORTAGE

Britain’s deficiencies in vocational education and train-
ing, by comparison with our main competitors, are well
documented. Though our school system produces an elite
at least as strong as the elites of other nations, at the
lower end British school-leavers lack basic literacy and
numeracy. A small proportion move from school into
higher education. Of those who go into jobs, few get pro-
per training, and the likelihood of receiving any training
at all diminishes with age.

The last decade has seen a new awareness of Britain's
appalling training record, and some positive policy in-
itiatives have been taken. But the simple fact is that we
are still a long way behind. In general terms it is clear
what is needed. We have to ensure that the schools
deliver more literate and numerate youngsters and that
a greater proportion continue into higher education. For
those who go into jobs, more and higher quality training
needs to be provided. Nor should the training program-
mes be confined to younger workers. In an era when pro-
ducts and production processes change ever more
frequently and unpredictably, it is essential that men and
women be given the opportunity to acquire new skills
and refresh old ones, throughout their working lives.

Exhortation, however, is not enough; there are two
critical problems that have to be solved:

® Funding
® Employer attitudes

The problem of funding

This problem is perennial. Employers will invest in train-
ing only to the extent that they can capture the returns
from that investrment. Yet if a particular skill is useable
by other employers, there is no guarantee that the in-
vesting employer will indeed capture all those returns.
This is a classic example of what economists call the
externality problem. Where externalities exist the ag-
gregate of decisions made by individuals will add up to
something which is less than optimal for society as a
whole. In this case, there will be less investment in train-
ing than is socially desirable.

In theory there are a number of ways to correct this. In-
dividual workers could pay, but there are major con-
straints, including: lack of access to finance; lack of
information about investment opportunities; and fear of
unfavourable employer reaction, if the employee’s actions
are seen as giving him or her more opportunity of fin-
ding alternative jobs. Employers could form ‘clubs’ to
share the costs and benefits of training. If the club were
effective the swings and roundabouts principle would
apply — an employer would be less worried about losing
a worker he had trained to another firm in the club, on
the presumption that he himself might hire workers for
whose training another employer had paid. This approach
is known as internalising the externality. An alternative
approach is for government to intervene. There are a
myriad specific ways in which it might do so, but in
general terms such intervention would involve subsidis-
ing good trainers and/or taxing bad ones.

Employer attitudes

It is hard to see why the UK should suffer more from such
externalities than other countries, though it may be that
we have coped with them less well by not pursuing as
fully the corrections mentioned above. But our training
inadequacies also relate to a second problem which is one
of employer attitudes. Until these are changed, the pro-
vision of more cash for training would run the danger
of throwing good money after bad.

By employer attitudes [ do not mean a failure to ap-
preciate the importance of training in some abstract
sense. However much it might have been the case in the
past, British management certainly cannot be accused
of that today. Indeed it is almost impossible to attend a
management conference without hearing pious and in-
creasingly repetitive statements about the need for Bri-
tain to improve its training performance. Rather I mean
the need to regard training expenditures as an investment
just as certainly as expenditure on plant and machinery
is an investment.

Very few British employers attempt to evaluate the
benefits that result from training expenditure. Even
fewer attempt to set costs against benefits. Clearly such
calculations are difficult, but the fact that they are rarely
even attempted is profoundly revealing.
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Perhaps even more revealing is evidence that relatively
few firms make training decisions in the context of
strategic decisions about which products to produce and
which processes to use. In other words, until training is
seen more firmly as an investment decision to be taken
as an integral part of product and production planning,
then higher expenditure on its own — from whatever
source — is likely to be wasted.

Is Britain a low quality/low skills
economy?

This lack of strategic thinking has led some commentators
to argue that Britain is in a low -quality/low skills
equilibrium. Consider how this might operate. The shor-
tage of trained manpower manifests itself in skill shor-
tages. But this is only the tip of an iceberg. Many
employers adjust their hiring standards or their produc-
tion processes to enable them to make use of whatever
less skilled labour is available, as a result of which they
may find themselves trapped into producing lower quali-
ty products than their foreign competitors. As a result,
employers may under-invest in training from which other
firms might benefit, but also in training which produces
skills that are specific to their own enterprises. Worse
still, the process is a cirular one. For the reasons which
led to inadequate training in the first place may well have
been the product of a management culture which en-
couraged too many British employers to settle at the low
end of the market.

In other words we may be witnessing a common in-
dividual and organisational, psychological trait — attemp-
ting to do the second-best as well as possible rather than
aiming for the initially more difficult first-best. Although
Britain has some companies the quality of whose pro-
ducts match the best in the world, there is considerable
evidence of widespread low quality — in terms of
specification and delivery to specification.

2. REDUCING ECONOMIC
DEPENDENCY

The consequences of a low-quality/low skKills equilibrium
for the UK’s long-term competitiveness are serious.
Unless we wish to become a low-wage economy by world
(and not just European) standards, we have to compete
on quality. The implications for the training market are
clear. There are many employers who in their own in-
terests ought to do more training. And this is where the
second theme of this article becomes relevant, that of
economic dependency.

I'shall approach the issue by examining an extreme ver-
sion of segmented labour market theory. It is contentious,
but useful.

Segmented labour markets

No-one would deny that the UK labour market contains
many non-competing groups, by which I mean people in
‘privileged’ jobs whao are protected from competition by
barriers of various kinds (in this context it used to be said

that the British Medical Association was the most effec-
tive trade union in the country). Equally it would be
generally agreed that there are many people in ‘un-
privileged’ positions in the labour market, who are
prevented from competing on fair terms and obtaining
the sorts of jobs which their abilities merit. One reason
for this might be discrimination on grounds of race, sex
or marital status. Extreme segmented labour market
theory, however, goes much further than this. It argues
that the economy is systematically divided between good
and bad jobs. Workers in good jobs (the primary segment)
are usually better paid, and are employed in ‘internal’
labour markets by employers who wish to retain and
develop them. They therefore have ‘career prospects’. By
contrast workers in ‘bad’ jobs (the secondary segment)
are usually less well paid and are hired by employers who
will invest nothing in their training and who care not at
all about retaining any particular individual, so long as
another body is readily available as a replacement.

That there are good jobs and bad jobs is hardly surpris-
ing. What makes SLM theory operationally interesting
and significant is the lack of mobility between the two sec-
tors. Once trapped into a bad job, an incumbent may find
it easy to move to other bad jobs, but almost impossible
to get into the primary segment.

Again this is hardly surprising if those who inhabit the
secondary segment are intrinsically less able, as well as
being less well trained and having fewer qualifications.
The point about SLM theory is that it stresses that many
holders of bad jobs are just as able and may have as many
qualifications as those with good jobs. Bad luck or tem-
porary misfortune may have accounted for them taking
such employment in the first place, and they become
trapped for a number of reasons.

What are those reasons? Partly it is a matter of what hap-
pens to the individual’s own attitudes. Partly it is a mat-
ter of the perceptions of potential employers. Partly it
is to do with the structure of internal labour markets and
the policies of those who operate them — recruiting on-
ly younger workers for the more junior jobs and filling
higher level vacancies by internal promotion.

The extreme version of SLM theory would argue that the
divide between the ‘primary’ and ‘secondary’ segments
of the labour market is clear and strong. But one does
not have to accept the whole theory to believe that able
and productive people do get trapped into jobs that are
way below their true capabilities. This represents a waste
for society — our national resources could be used to
much better effect.

Clearly there will always be jobs which require very lit-
tle input of skill or human capital. Social justice demands
that an individual has as fair a chance as possible of
avoiding them, but economic efficiency is involved as
well as social justice — which is where the two themes
of this article come together. If Britain is indeed trapped
in a low skills/low quality equilibrium, it may be that too
many jobs are designed to be at this low end. If we were
to adopt the only sensible, long-run strategy of moving
to a high skills/high quality equilibrium, a proportion of
the dead-end jobs would disappear, to be replaced by bet-
ter ones. In other words, the structure of jobs on offer
would improve.
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3. IMPLICATIONS OF BI

So where does BI fit in? To the extent that somebody has
to fill the low-paid, low-skilled jobs, then on balance a
properly engineered BI would represent an improvement
on the current social security system. Since BI is
guaranteed and not means-tested, the effective tax rates
on incremental income in the lower reaches of employ-
ment could be devised to be less than at present. So at
the very least, people would be able to do such jobs on
better and less demeaning terms, and the unemployment
and poverty traps would be reduced.

Some have argued that Bl might discourage people from
taking paid work at all, which might be true if the Bl
were set at some very high level, but over any realistic
range it is highly unlikely to have that impact on its own.
What it might do is to make all the difference to someone
who was on the margin of such a decision. But would
this necessarily be a bad thing? Those who think that it
would be a bad thing, have an unhealthy vision of a world
where the only alternative to paid work is unproductive
dependency. So the issue revolves around the question:
what would those who are encouraged not to work do
with their time?

For young people who decide to remain in full-time
education after the age of 16, BI would contribute
towards their maintenance and thus help to remove a
distortion which currently pushes them into full-time
work, often involving little education or development.
As for adults, there are many who are not currently in
the labour market, but are not in receipt of state benefits
— married women, for example. Some of these will be
looking to re-enter the labour market. The provision of
an unconditional benefit may make the vital difference
between such people taking on just any job or (for in-
stance) undertaking a course at the local college of fur-
ther education, which gives them the capability of
finding a better job. Indeed this incentive may act as a
spur for some who otherwise would not have re-entered
the labour market at all.

Earlier on I described the inadequate provision of train-
ing by employers, and suggested that the individual pay-
ing for his own training was one possible way of helping
to make good the deficiency. There is a limit to how much
of the gap individual financing would plug, since much
training is available only in firms, is expensive and pro-
duces skills that are relatively specific to the firm which
provides them. However, there are more generally ap-
plicable skills, which could be acquired by people cur-
rently not in employment. Not only would this assist such
people in avoiding the secondary jobs. It might also
reduce the number of such jobs.

BI as a lever change

I also suggested that the attitudes of many employers
towards job design needs jolting on to a different plane.
Levers are needed for this, and one such lever would be
changing the capabilities and, even more importantly, the
expectations of potential recruits. By itself the extra
training and education that Bl enables might be small,
but if it made potential employees more demanding of
employers, the effect could be magnified. BI could help
to create a society where individuals expected more of

their employers. If that were to happen, BI would assist
the push towards a high-skill, high-quality equilibrium.

What of those presently in work? They have to face rapid
and unpredictable change in the composition of output
and in production methods. Old skills can quickly become
redundant, in which case it is only the lucky ones who
receive employer-financed re-training. But sometimes the
adjustments involved will be unacceptable to some in-
dividuals, whilst others will find that the process of
change destroys the firms that employ them. A Bl would
give both groups more choice, by providing income
maintenance during a period of re-training outside the
labour market, or outside their present employment.

On its own the BI would clearly be insufficient to finance
living costs and the costs of training. But it would help
— not only in a direct financial sense, but also by induc-
ing a spirit of greater independence. Independence leads
to better long-run choices about employment. Certainly
it would be an improvement on the present absurd posi-
tion, where the availability for work rule deprives peo-
ple of benefit if they wish to train rather than take a job.

BI and economic efficiency

All the potential labour market advantages of Bl depend
on two things. The first is the level at which it is introduc-
ed. A large Bl is not necessarily preferable to a small one,
it needs thinking through. The second is the measures
that accompany it. For there are no magic single solu-
tions to the complex problems outlined in this article.
Nevertheless, what is clear is that Bl is not just about cor-
recting unfairness or inequality. It is also a potentially
important lever for improving economic efficiency.

Ken Mayhew has recently relinquished the post of
Economic Director at the National Economic Develop-
ment Office (NEDO). He is Fellow in economics at Pem-
broke College, Oxford.
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How much is
enough?

Jonathan Bradshaw

If Basic Income were accepted in principle, the next hur-
dle would be to agree the Bl amounts. BIRG distinguishes
between Full Basic Income (enough to ltve on) and Par-
tial Basic Income (not enough to live on), yet this ter-
minology begs some of the most difficult questions in
soctal policy. Who can say how much income families
of different sizes and composition need to live on? Ex-
isting benefit rates are not much help — on the contrary,
they are the result of political compromise over many
decades. The Family Expenditure Survey is an impor-
tant source of information, but it only shows how
Jamilies spend the money they have. A quite different
technique involves the comptlation of budget standards,
set either at a minimum subsistence level or a modest-
but-adequate level (the latter is roughly twice the
minimum). For each main family type a basket of goods
is selected and priced. The choice of items ts arbitrary
and controversial, but so long as sufficient attention is
paid to consumer behaviour, budget-standards
methodology has significant advantages in comparison
with expenditure data on its own.

It was Seebohm Rowntree who pioneered the use of
budget standards, when he set a minimum subsistence
standard for his 1899 study of poverty in York.! In 1942,
Beveridge used similar techniques to produce a budget
standard which (he hoped) would be used to determine
the level of benefits for Britain's post-war social securi-
ty system.” In recent decades, however, budget stan-
dards research has not been fashionable. Instead the
study of living standards has become increasingly
dominated by analysis of changes in the distribution of
income between different groups in the community, and
the kind of social indicator methods pioneered by
Townsend.?

This tendency is less pronounced outside the UK. In the
United States, Canada and a number of European coun-
tries budget standards have been devised and are
employed for a variety of purposes, including setting child
allowances and foster-care allowances, evaluating the
adequacy of state benefits or tax allowances, helping the
courts to determine appropriate maintenance payments,
and providing general guidance in budgeting behaviour.

The Family Budget Unit

The origins of the Family Budget Unit (FBU) go back to
1985, when a small group of people came together, in-
tent upon rescuing budget standards methodology from
the junk heap.* With a grant from the Joseph Rowntree
Foundation, a collaborative two-year research pro-
gramme is now underway, with the objective of
publishing up-to-date estimates of the costs of living at
a modest-but-adequate standard for families of different
sizes and composition.

The essence of budget standards methodology is that
normative judgements are used to produce baskets of
goods and services, for selected family types. To do this,
judgements have to be made about the items to be
included in the baskets, and the lifetime of each item
(where appropriate). The budget is then priced. To some
extent the judgements are based on what people need
(e.g. to obtain a healthy diet), and to some extent on
behavioural evidence (e.g. consumer surveys) of the items
most commonly purchased, how long they last, and
which are the most representative forms of consumer
behaviour.

The FBU budgets are at present being put together by
collaborating teams — the food budget by nutritionists
at King’s College, University of London; clothing,
household durables and leisure expenditures by home
economists at Sheffield City Polytechnic; housing, fuel,
transport, personal care and overall coordination by a
team in the Department of Social Policy at the University
of York. The judgements made in respect of each com-
modity are not being made by any one researcher work-
ing alone. For most of the commodities there is a
specialist group, who provide guidance in the drawing
up of the budget. In the case of some commodities — for
instance food consumption by the elderly and family
leisure activities, some original empirical research is be-
ing undertaken, which will inform the judgements made.

Finding a balance between needs
and choice

Although a budget standard must be largely determined
by normative judgements, in the end the budget has to
match the ways families actually spend their money. To
this end the research programme involves extensive
analysis of the Family Expenditure Survey, National Food
Survey and General Household Survey, the first two of
which provide behavioural expenditure data that can be
used as reference points for the budgets derived by norm-
ative judgements.

FBU programme

In the first instance budgets will be derived for six stand-
ard family types:

Single-person family
1. Single householder of working age
2. Single householder — woman aged 60 or over.

Two-adult family
3. Couple — man aged 34, woman aged 32

Nuclear family
4. Couple (as above) — plus two children, girl aged 4
and boy aged 10

Lone-parent family
5. Woman aged 32, plus two children as above

Extended family
6. Couple of working age, plus single pensioner and two
children (as above).

It is hoped that, with the experience of producing
budgets for these standard families at modest-but-
adequate living standards, it will in due course be possi-
ble to add extra family types, vary the ages of adults and
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the number and ages of children, and produce budgets
representing other living standards. There are also other
important factors affecting needs that could be built in-
to future budget research — for instance the costs of
working, the costs of pregnancy and childbirth, the ex-
tra costs of disablement, and the care needs of the depen-
dent elderly.

At this stage of the study, it has been decided to price
the budgets at fixed points of time (October 1991 and Oc-
tober 1992), and at one location — York. However, we
shall be investigating how it might be possible to update
the budgets with movements in prices, and also take ac-
count of regional variation in prices. Additionally
(perhaps every five years) there should be a more detail-
ed reappraisal of the budgets, taking into account the ef-
fects on consumer behaviour of economic and social
change.

Difficulties

Budget-standards methodology presents a number of pro-
blems that may explain its recent unpopularity — in the
UK and elsewhere.

® Time-consuming. Developing a budget standard calls
for careful judgements about every detail of consump-
tion. This is time-consuming and tedious work. It certain-
ly takes more effort (and is more expensive) than the
secondary analysis of behavioural data.

® Conceptually incoherent. Budget standards metho-
dology is fundamentally pragmatic in its mix of normative
and behavioural data. It inevitably uses a mixture of ex-
pert opinion and hard evidence on consumption patterns.
Although the foundation is substantially normative, there
is no real conceptual coherence in this mixture of
methods.

® Not scientific, but not prescriptive either. The nor-
mative judgements about what should be included in the
budget are made by ‘experts’, but this does not give the
budgets a scientific basis. While there are some scientific
underpinnings to the food budget (based on nutritional
science), and the fuel budget (based on accepted prin-
ciples concerning the thermal characteristics of
buildings), other budget components (e.g. clothing,
leisure, household durables and personal care) involve
no scientific (or even quasi-scientific) pretensions what-
soever. It is worth noting also that budget standards are
not designed to be prescriptive about how people should
spend their money. Misunderstandings do nevertheless
occur, and in Scandinavia they have been used prescrip-
tively.

® Not tablets of stone. If there are no scientific claims,
what authority are the FBU budgets likely to acquire?
In producing budgets it will be important to explain why
an item is included, the basis for the number of items,
their lifetimes and prices. Often there is behavioural
evidence to support such decisions. It may also be possi-
ble to build up democratic support by getting the budget
validated by panels of consumers beyond the original ex-
perts. In the end, every budget is open to criticism and
can be adapted. Indeed, the unique quality of a budget
as a measure of living standards is that it ¢s transparent
and can be altered, without needing special knowledge.

Those who disagree can make their own judgements, put
in whatever alterations they please, and observe the con-
sequences for the overall budget.

JImplications for Basic Income

None of those engaged in the FBU'’s research programme
is committed to it as the best or only way of represen-
ting living standards. We do believe, however, that it is
an approach whose time may once again have come. Liv-
ing standard research which relies entirely on data from
expenditure surveys is misleading, because families can-
not spend money they do not have. By introducing nor-
mative as well as behavioural considerations the FBU
hopes to raise the level and quality of debate.

Who knows? Budget standards might also, one day, help
to inform the level at which a Bl was set.

Jonathan Bradshaw is Professor of Social Policy at the
University of York. Any reader requiring movre informa-
tion about the Family Budget Unil’s research programme
is advised to contact Autumn Yu at the Department of
Social Policy and Social Work, University of York, Hesl-
ington, York YOI 5DD.
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Towards a full Bl

Greetje Lubbi

This is a transcript of Greetje Lubbi’s opening talk at
BIRG’s 1990 Toynbee Hall conference. In the Netherlands,
unlike the UK, there is considerable discussion about Bl
within the trade union movement.

My trade union, the Voedingsbond FNV, has been
pleading for a Full Basic Income — enough to cover the
basic living costs of every Dutch citizen — since 1980. The
BIs would be paid irrespective of marital status and ir-
respective of whether or not the recipients were in paid
or unpaid work. The only condition would be legal
residence. The amount for children would be lower than
for adults, but higher than existing child benefits. The
Bls would be financed by a mixture of income tax and
value added tax.

1. Origins of the discussion
The interest in BI is three-dimensional:

® Economic — as a result of increased unemployment

® Ethical — calling for a redefinition of what we mean
by work

® Social — adjusting to the new role of women in
society

Unemployment. During the 1970s, unemployment
became a major problem in the Netherlands — as
elsewhere — due partly to the international economic
crisis that followed the rise in oil prices, and partly to
the impact of new technologies, which result in fewer un-
skilled and semi-skilled jobs. Many people — including
members of my own union — came to the conclusion that
full employment in the traditional sense will never
return, the trade union movement will therefore become
weaker, and so will the bargaining position of individual
workers. To offset these effects, BI would need to be com-
bined with reductions in working time. Eventually the
average working week should be reduced to 25 hours.

The work ethic. Within the existing economic system,
the value of work is decided by market forces. Paid work
provides those who do it with an income, whereas un-
paid work does not. Consequently those who do unpaid
work have no income and no social status, and the work
they do is under-valued. Yet for socity as a whole, much
unpaid work is extremely important.

The role of women. One result of women’s emancipa-
tion is a slow but continuing process of ‘individualisation’
— for taxation and for benefits, Traditionally the husband
was the breadwinner, while the wife took care of the
children and did the housework. Nowadays, more and
more women are in paid work. Of course there have
always been some wives in paid work of one sort or
another, but the tradition was not so strong in the
Netherlands as in some other countries.

Until the 1980s Holland’s social security system was fairly
generous, but during the 1980s there were many retren-
chments. Today a new poverty has come into our socie-
ty. At a time when it is becoming increasingly necessary
for both spouses (or partners) to do paid work, the policy
of increased reliance on means-tested benefits is
discouraging women from taking jobs and becoming
economically independent. OQur system of social securi-
ty benefits, housing benefits, local subsidies and so forth
produces poverty-trap and unemployment-trap effects,
because earnings are deducted from benefit entitlements.
These problems are similar to those described by Paddy
Ashdown in BIRG Bulletin No. 10.! Also, the Dutch
social security system has become so complex that even
a trade union official with expert knowledge of its
technicalities finds it impossible to remember all the
regulations. In 1987, when there was a major reform of
the social security system, only two out of 150 Members
of Parliament are said to have understood the changes.

Complexity is one reason why our social assistance
system and other subsidies are under-used. Many poten-
tial claimants don’t claim, because they don’t know their
rights. Many others are discouraged by the complexity
of the bureaucratic procedures. And many more are too
ashamed to claim.

Complexity also results in something more sinister. In-
stead of enhancing the democratic process — which is
what most of us would wish for — complexity becomes
an instrument by which governments are able to erode
it. The more complex the system the easier it becomes
for governments to ‘divide and rule’. Each retrenchment
is ‘targeted’ at a specific group. Ostensibly the ‘targeting’
increases the system'’s efficiency, but in reality it turns
claimants into second-class citizens.

2. Ten years of discussion

When the idea of BI was first mooted, it was greeted with
incredulity. We were told we had gone out of our minds
— we were accused of being crazy Utopians. Then, dur-
ing the 1980s, BI moved onto the agenda of more and
more organisations and political parties. The Werkplaats
Basisinkommen (Basic Income Workshop) includes in its
membership two political parties, two trade unions and
several claimants’ organisations, including represen-
tatives of people with disabilities and of divorced women
dependent on social assistance. The Werkplaats publishes
and organises seminars and debates.

At present the strongest critics of Bl come from the tradi-
tional left. Most trade unions, and the Dutch Labour Par-
ty, are against BI. Their main objection is that a full BI
would abolish the obligation to do paid work. They are
afraid that if individual citizens were allowed to claim
income from society, society might oblige them to do paid
work in return. They are also afraid that BI would in-
crease dependence on the state, would be tantamount
to an acceptance of mass unemployment, and would
erode the work ethic. Additionally, members of the
women’s movement are afraid that BI would undermine
the progress of women's emancipation. They argue that
emancipation will only succeed if women participate in
paid labour — whereas Bl would keep them at home.
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My view is rather different. I think that my union’s de-
mand for BI plus working-time reduction will strengthen
the process of emancipation. Of course, it is necessary
to ensure that women are in a position to participate in
the labour market — through measures like more child-
care provision and more education and training program-
mes for women. But we believe that BI, by reducing the
relative status of paid work, would encourage more men
to do their share of house-work.

BI is also criticised by the political right. A full BI, we
are told, would remove the financial incentive to work.
Moreover, according to the Christian Democrats, it would
weaken the family — which is the cornerstone of society.

In 1985, the Netherlands Scientific Council for Govern-
ment Policy published a report in which they recom-
mended introduction of a partial BI (not enough to live
on), together with various benefit cuts.”? The interesting
thing about this report was its recognition of the need
to change the existing, non-individualised and
bureaucratic system with all its complexities. The disad-
vantage was that they only took the first step. Since they
could not be sure of the effects of a full BI on the labour
market, they rejected it, and recommended a small, par-
tial BI (PBI) instead. Also, they recommended that in-
troduction of the PBI be linked to abolition of the
national minimum wage; abolition of some employment
protection legislation (e.g. laws that protect workers
against unfair dismissal); and the inclusion of measures
to encourage flexible working practices within employ-
ment contracts.

Those recommendations made it impossible for the
Voedingsbond FNV (and most other Bl supporters in the
Netherlands) to show any sympathy towards the report.
The Labour Party and the majority of trade unions were
and are against BI anyhow. The right-wing political par-
ties reject anything that increases public expenditure. So
the report quickly dropped out of public discussion.

3. State of the debate in 1990

Regarding the current debate I am positive and op-
timistic. The content of the debate is becoming better in-
formed, but it remains dificult to convince the big
organisations. Within the trade unions, political parties,
churches and voluntary organisations there are many in-
dividuals who are convinced that Bl is the only way for-
ward, and that it is inevitable. But their unions, parties
and churches continue to oppose any such suggestion.

Instead, we are left with continuing high unemployment
(despite economic growth), and our centre/left coalition
government continues to make piecemeal reforms. By us-
ing ‘trendy’ words like social innovation, politicians seek
to create the illusion that they are going to solve the pro-
blems of poverty and unemployment within a couple of
years. The official policy document of the biggest trade
union organisation still says that ‘“‘we fight for full
employment”. But nobody dares prophesy how many
yvears it will take to win that battle.

Meanwhile our trade union federation is preparing a very
complicated discussion about how to change the social

security system into one that is based on the individual.
Their efforts are praiseworthy, but their proposed system
will be extremely complex, bureaucratic and full of duties
and obligations. So far the BI alternative has not receiv-
ed a fair hearing, because it is unconditional.

Finally, it may be that the debate about Bl will come more
to the fore as part of the debate about the environment,
and the limits it imposes on economic growth. Werkplaats
Basisinkommen is preparing a conference where [ hope
the two issues will meet. In the Voedingsbond we look
forward to a society where the ecological limits to
economic growth are generally accepted, and where
every ndividual receives an unconditional Bl as a prere-
quisite for individual development and self fulfillment.

Greetje Lubbi is a senior official with Voedingsbond FNV
— Holland’s biggest trades union for workers in the food
and agriculture industries.
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Can BI-type
scheme be made
affordable?

Steven Webb

This article summarises part of the argument put for-
ward in Beyond the Welfare State: An Examination
of Basic Incomes in a Market Economy, an important
new book written by Samuel Brittan and Steven Webb,
and published by the Aberdeen University Press in
December 1990 (see Books Received). Here Steven Webb
summarises the case for a Bl system that takes the fami-
ly instead of the individual as the unit of assessment.
Beyond the Welfare State also contains a discussion by
Samuel Brittun about the political philosophy of Basic
Incomes.

On grounds of cost alone, full-blown Basic Income (BI)
schemes are (in the words of the late Brandon Rhys
Williams) “‘altogether out of the question’’.’ This conten-
tion would probably not be disputed even by the most
ardent advocates of BI. Where there is less agreement
is on how best to achieve the principal objectives of Bl
at a lower cost.

A wide range of schemes has been advanced, which all
attempt to save money by reducing the level of the BI
payment — at least until the economy grows sufficiently
to finance a subsistence BIl. As a result, supplementary
contingency benefits are required for the poorest
families, whose Bls are insufficient to lift them out of
poverty.

One drawback of this approach is that during the transi-
tional period, the tax and benefit systems may become
more complex rather than less, with individuals being in
simultaneous receipt of national insurance benefits,
means-tested benefits, transitional Bls, non-means-tested
benefits, and possibly also paying income tax and na-
tional insurance contributions. All of this is necessary
because the Bl is inadequate for poverty alleviation.

In Beyond the Welfare State, 1 examine an alternative ap-
proach, which would avoid the complexities of the tran-
sitional schemes outlined above, and would achieve many
of the benefits of Bls, but at an acceptable cost. In the
scheme which [ consider, a central feature is that the cost
of the income guarantee is reduced by making the assess-
ment unit the family rather than the individual. In line
with current Department of Social Security regulations,
I define ‘family’ as a single person or heterosexual cou-
ple (married or unmarried), plus any dependent children.
I recognise that this will be anathema to many supporters
of BI, but I would argue that at the very least as a transi-
tional strategy this approach would have many at-
tractions.

Under the final scheme which I examine, the Income Sup-
port, Family Credit and income tax systems are in-
tegrated into a single mechanism through which every

Jamily receives a Bl approximately equal to their cur-

rent Income Support allowances and premia (excluding
housing and community charge benefit), and pays income
tax at a flat-rate 40% on all their other income (above
a very small personal tax allowance), plus national in-
surance contributions at 9%.

For example a single person would receive a Bl of around
§£37 a week, and would pay tax at 40% on all their other
income, except for the first §10 a week; a couple with
two children aged 4 and 6 would receive a BI of §90 a
week; and a lone member with two children aged 4 and
6 would receive a BI of §73 a week.

The flat-rate income tax has analytical and ad-
ministrative attractions, but is not integral to the scheme.
All national insurance benefits would be abolished,
although existing rights to State Earnings Related Pen-
sion (SERPS) would, of course, be honoured. A sup-
plementary Bl would be needed for those currently
entitled to invalidity benefit, who might otherwise lose
heavily from the proposal.

Advantages of a family-based
scheme

The greatest single attraction of such a scheme is its abili-
ty to relieve poverty at the level of the family unit. An
unconditional BI, set at or around current income sup-
port levels, would be available to, and received by, all
families. This would be of particular benefit to the 2.9
million individuals (including children) who in 1987 liv-
ed in families whose net incomes were below the then
supplementary benefit levels.? Such a result would not
be achieved under the individual-based transitional
schemes of the sort outlined by Brandon Rhys Williams
in Stepping Stones to Independence. This is because the
poorest families would still have to claim means-tested
or income-tested supplements to their Bls, and so the old
problems of non-take-up would remain.

As well as its attraction in relieving poverty, a family-
based scheme might also prove more acceptable political-
ly. An attempt to introduce an individually assessed BI
would run into objections analogous to those which are
heard each year in the debate about child benefit
uprating. Why, it would be asked, should benefit be paid
to the non-earning partner of a high-earning individual,
instead of being directed at needy families? A family-
based scheme would not be susceptible to this criticism.
Rather than expecting politicians to swallow a move to
unconditional payment of benefits at the same time as
a move to paying benefits to non-working partners of the
rich, perhaps the first (and in my view more important)
principle should be pressed whilst the second is left on
the back burner?

Some advantages of ‘pure’ BI would
remain

Before responding to some of the objections to a family
based scheme, I would stress that many of the advantages
claimed for pure Bls would be retained under a family-
based Bl scheme. As with pure BI, benefit receipt would
no longer be dependent on a record of national
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insurance contributions — a current practice which Bran-
don Rhys Williams has eloquently described as ‘‘a system
of exclusion’.? There would be no disqualifications on
grounds of capital, non-availability for work, ‘voluntary’
unemployment and so forth. There would be a unity of
treatment between those on low incomes and those on
high incomes, both in terms of the mechanisms by which
the BI was delivered and the rules by which BI entitle-
ment was determined. All these attractions of pure BI
could be achieved under a family-based scheme, with the
added advantage, noted above, of relieving poverty at a
family level.

It is also worth noting that during what could be a very
long transitional period individually based Bls would
achieve relatively few of the main objectives of BI sup-
porters. In the early stages, they would leave many
millions of families dependent on the current system of
means-tested benefits, with all its limitatiions. For exam-
ple, the (admittedly small-scale) transitional BIG scheme
described in Chapter 4 of Stepping Stones to In-
dependence leaves means-tested benefits expenditure at
85% of its present level, and reduces the caseload by an
even smaller proportion.

Disadvantages of a family-based BI

I would however be the first to acknowledge that com-
promise on the assessment unit would itself involve costs.
In the first place, in an age when the ‘traditional’ family
unit is becoming increasingly atypical, it may seem
anachronistic to base a benefit for the 21st century on
the family unit. This problem arises particularly because
of the need to determine when two individuals should
be treated as if they were husband and wife, and I would
not wish to understate the importance of this problem.
It is important however to realise that the proposed in-
dividually based transitional BI schemes would not
escape from this problem entirely, because of their need
for a residual family-based scheme for those families
where the transitional Bl was inadequate.

A second possible criticism of the family-based approach
is that it does nothing to alleviate poverty within families.
Where benefits are paid to one member of the family
there can be no guarantee that all family members will
ultimately benefit equally. However, there is no reason
in principle why benefit assessed over the family unit
could not then be delivered directly to each individual
in the family — perhaps with the child Bls being paid to
the caring parent, as with child benefit. The main prac-
tical problem with this approach, of course, is that ad-
ministrative costs would be higher. A judgement on the
relative merits of this strategy would depend on the ex-
tent of incomplete sharing within family units at present.

A final criticism which has been made of the use of the
family as the basis of assessment is that it may favour
cohabitation over marriage (or conversely and in ex-
tremdis, that it may encourage divorce or separation). In
recognition of the economies of scale available when peo-
ple share accommodation, current policy is to pay smaller
benefit amounts (per head) to married and unmarried
couples than to single people. There is thus a small finan-
cial incentive for low-income heterosexual couples to

split up. By contrast an individual-based BI is neutral
with respect to marriage.

If however, a couple can live more cheaply than two in-
dependent adults, then it seems not unreasonable for the
benefit system to reflect this fact. I would however
recognise that this better direction of resources may be
achieved only at the cost of intrusion into the private
lives of some unmarried people living together, and once
again there is a conflict between alternative objectives
of the benefit system.

BIRG should think again

To sum up, as a transition to an extensive (and expen-
sive) system of individually assessed Basic Incomes, ad-
vocates of Bl have two alternatives. Either they can go
for individually-based partial Bls plus family-based,
income-tested supplements; or they can consider family-
based schemes, with the BI amounts tailored according
to family composition, but without the need for income-
tested supplements. The second alternative might be
politically more attractive, especially during the transi-
tional priod. [ am not convinced that this second avenue
has received sufficient attention from the advocates of
BI.

Steven Webb is a Senior Researcher at the Institute for
Fiscal Studies.
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Australia:
Arguments for Basic
Income in a Poor-Law
Welfare State

Peter Travers

This article is based on a paper presented at the third
international conference on Basic Income, organised by
the Basic Income European Network (BIEN) in Florence
last September. In social policy terms Australia has
always been ‘a bit of a loner’. Minimum wage legisla-
tion has been in operation since 1907, and a free health-
care system was introduced in 1974. But national in-
surance has been studiously avoided. Despite this,
Australia’s social security system has redeeming
Jeatures, some of which could form the basis of a case
Jfor BI.

Australia is an unlikely candidate for BI. In cross-national
studies, the Australian welfare state is generally seen as
closest of all to the 19th century Poor Law model. Benefit
programmes are highly means-tested, with the result that
recipients tend to be stigmatised and to share a dubious
form of equality — the equality of poverty. All but those
who fail in the market are encouraged to provide for
themselves through the private sector.

This is not a promising start for Bl supporters. At the
anecdotal level, I can cite my frequent (non-random) at-
tempts to explain the rationale for BI. The first reaction
is to confuse it with negative income tax (NIT) or
guaranteed minimum income (GMI), which, though no-
tionally paid to all, is ‘clawed back’ via the tax system
as private income rises.! When I explain that BI is an
unconditional, untaxed, universal payment, the response
Is usually one of incredulity. The welfare state is to help
the poor. Why would you give money to people who are
not poor?

And yet, as Esping-Andersen has noted?, no welfare
model exists in pure form. In this paper I examine ways
in which Australia does and does not approximate to the
Poor Law model. Until recently, the system was decep-
tive, with considerable deviations from the Poor Law
model which are now being rapidly eliminated. In this
context I shall then examine what arguments might
realistically be advanced for a limited form of BI.

Conformity with the Poor Law model

Ostensibly, the bulk of the Australian social security
system (which is overwhelmingly the responsibility of the
Federal Government) is intended to assist people in
cconomic hardship because they are unemployed, or are
unable or not expected to work because of age, invalidi-
Ly, sole parenthood or similar factors.” Notice that the
alm is to assist people in economic hardship, in cir-
cumistances where work is not an available option, rather

than the more expansive aim of maintaining one’s stan-
dard of living in the face of life’s contingencies. The on-
ly part of this statement that would offend the Poor Law
Commissioners of 1834 is the inclusion of sole parenthood
as an excuse for not working — yet it is quoted from
Budget Statements 1990-91.

There is no insurance component in any of Australia’s
income maintenance programmes. Since the first venture
of the Federal Government into the arena of income
maintenance (the Invalid and Old-Age Pension Act of
1908) funding has come from general revenue. In keep-
ing with the Poor Law model, almost all pensions and
benefits are subject to a means test, which covers both
income and assets.? The benefit rate is more or less
standard, though groups like the single unemployed are
treated slightly less favourably. The rate is low, and rarely
meets the generally accepted target of 25% average male
gross earnings. This is a very low replacement ratio by
OECD standards.” The upshot of these low rates is that
claimants appear regularly at the bottom of income
surveys, and to that extent do indeed share ‘an equality
of poverty’.

Most benefits and pensions are taxable® though a special
tax rebate means that claimants with little or no other
income do not pay tax. For those who do have additional
income, the interaction of income tax and a means-test
taper of 50% (above a low threshold), can result in the
extremely high, effective marginal tax rates that typify
targeted welfare programmes. Poverty traps are a
notorious consequence. For instance, the wives of
unemployed men are much less likely to be in employ-
ment than are the wives of employed men.”

Deviations from the Poor Law model

Although most claimants have low incomes, they never-
theless constitute a surprisingly disparate collection of
groups, who differ greatly from each other in terms of
living standards.

There are two mechanisms by which most programmes
are conditional — targeting and selectivity. Following
Peter Saunders’ usage,® targeting is the term used when
the eligible categories of need are restricted, while selec-
tivity refers to means-testing., Saunders points out that
whereas targeting has been tightened under the present
Labour Government, selectivity is still relatively benign.
For instance, actual Federal outlays for the old-age pen-
sion are 69% of what they would be if coverage of the
aged population were universal. This is a far cry from a
Poor Law type payment to a marginalised group.

It is not obvious what the combined effects of targeting
and selectivity will be in terms of claimant living stan-
dards. In theory, means testing should result in a claimant
population that is relatively homogeneous in terms of in-
come, and some assets. In reality, the means/assets test
makes no claim to be comprehensive. The family home,
for instance, is excluded, and there are marked dif-
ferences between claimants in relation to home owner-
ship. These differences correlate with life-cycle
variations, for instance old-age pensioners are more likely
to be owner occupiers than lone parents. The Table shows
that — in terms of wealth — Australian social security
recipients are by no means a homogeneous group. Old-
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age pensioners and veterans are clearly in a very dif-
ferent situation to unemployed claimants and single
parents.

Categories of benefit recipients, by housing tenure,
1986

PERCENTAGES
Benefit Owning Buying Renting Board
category outright
% % % %

0Old age 71.2 4.4 21.0 2.4
Sole parent 5.4 12.9 70.7 9.3
Unemployed 8.1 9.7 51.3 30.1
Veterans™ 65.8 22.2 10.5 14
Non-claimants 26.5 33.2 324 8.0

* Includes means-tested service pensioners and non-means-tested war
disability pensioners. war widows and dependents.

Source: Australian Bureau of Statistics, Income Distribution Survey, 1989: Sam-
ple File.

A second deviation from the Poor Law model is the
resilience, in budgetary terms, of expenditure on social
security. During 1986-87, Australia suffered a rapid
decline in the terms of trade, followed by alarming in-
creases in foreign debt and the current account deficit.
Part of the response of the federal government was to
cut public expenditure, which fell from 30.4% of GDP in
1985 to 24.5% in 1989.” Despite this, and despite a big
fall in unemployment, expenditure on income
maintenance has held up relatively strongly. In fact,
many new social security initiatives were taken during
this period, involving major additional expenditure. The
most dramatic of these was the indexation of all family
payments (i.e. the component of all pensions and benefits
covering the costs of children) to the Consumer Price In-
dex, from January 1990. This is not what might have been
expected from a pure Poor Law model.

Finally, the sheer comprehensive coverage of the system
does not accord with the Poor Law model. One conse-
quence of the absence of an insurance principle has been
the absence of any category of citizens who fail to qualify
for benefit on grounds of inadequate contribution record,
or having exhausted their entitlements. Although there
has never been anything remotely resembling an uncon-
ditional BI, the system of conditional entitlements is so
comprehensive that lack of coverage is less an issue in
Australia than in many European countries.

Exploring the deviations

Australia’s version of the Poor Law is therefore, at the
very least, a particularly generous one. Although the
main official reason for income maintenance is relief of
hardship — in cases where work is not possible or not
expected — and although most programmes fit this
rationale, not everything does. There is also official
recognition of much broader reasons for income
maintenance, for instance the additional costs faced by
low and middle-income families with children, and comp-
ensation for veterans with war-related disabilities.

These exceptions apply to some very large programmes.
Family allowance, which covers some of the additional
costs of children, is now means tested (it used not to be),
but only some 10% of the richest families are excluded.

And there are other, much smaller, non-means-tested pro-
grammes — like pensions for the blind and the child
disability allowance. Most significantly, Australia also has

-a statutory minimum wage, thereby reducing the need

to supplement earnings through social security payments.
In this regard, the Australian model is very strong indeed.
In terms of state regulation of minimum wages and
relative rates of pay, Australia has had one of the most
interventionist regimes in the capitalist world throughout
the 20th century.'¢

What this discussion suggests is that Australia has a more
complex form of welfare state than its obvious Poor Law
features suggest. There are a wide variety of program-
mes that are not based on the relief of poverty. In fact,
there is a strong state-interventionist strand that diverges
markedly from Poor Law principles.!! However, 1 will
now argue that these deviations are under threat.

The Poor Law model purified

It is important to note the prominent part taken by labour
in the development of the Australian Poor Law model.
In the debates at the turn of the century, it was a matter
of principle for Labour parliamentarians that con-
tributory systems along Bismarckian lines should be re-
jected. There is a surprisingly modern ring to some of
their arguments. For instance, it was feared that a con-
tributory system would penalise the sick, the feeble, and
women — and that the large proportion of the Australian
work-force at that time engaged in casual, seasonal
labour would not be in a position to make regular con-
tributions. It was also claimed that a contributory system
was contrary to labour principles, in that it put the basis
of entitlement on insurance contributions rather than on
the contributions men and women make to the wealth
of the nation through their work.!2

This strong focus by labour on issues other than poverty
relief went hand-in-hand with a traditional concern for
the worst-off, as typified by the massive campaigns for
a ‘living wage’ at the turn of the century.”

More recently, the balance has shifted to a single focus.
The present Hawke Labour Government makes no
apology for the manner in which it has narrowed welfare
state coverage to those 'in greatest need’. On the con-
trary, it frequently cites this as one of its greatest
achievements, and one that has required considerable
political courage.

The list is formidable:

® The process of removing the means test from the old-
age pension, that had begun in 1972, has been
reversed

® A means test has been imposed on family allowances

® A new, means-tested Family Allowance Supplement
(additional to family allowance) means that minimum
wages can be set lower, with the social security
system playing a stronger role in poverty relief

® The pension for older widows without dependent
children is being phased out. These women are now
expected to work.

® Targeting, in the sense of stricter eligibility criteria,
is being rigorously enforced.
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® The custom has been established of some wage
rises being taken in the form of employer-
financed superannuation. This means that, for
the first time, a majority of workers have a form
of semi-private provision for old age.

® Much stricter enforcement of child maintenance
by non-custodial parents has resulted in a signifi-
cant transfer of costs from the public to the
private sector.

® In tertiary education, a Higher Education Charge
has been introduced into a system that was
previously free.

These changes are only partly due to economic ra-
tionalism. The new focus on poverty relief has had the
enthusiastic support of the left of the labour movement
— as has the development of ‘active’ labour market
policies.

At their best, active labour market policies can be seen
as an affirmation of the right to work. At their worst,
they can be seen as a reintroduction of moralistic criteria
for benefit entitlement. In Australia, regulations that ex-
cluded people with moral defects (e.g. desertion, criminal
convictions, drinking) had been progressively removed
from social security law by the 1970s, and generally well
before that in administrative practice. Today’s ‘active’
policies represent a new emphasis on the moral claim that
good citizens should be willing to work for a living.'

My gloomy conclusion from all this is that the Australian
welfare state is reverting to type. There is a strong
tendency for the deviations from the Poor Law model
that peaked in the 1970s to be ‘corrected’.

Basic income and the Poor Law model

It is difficult to mount a case for BI within a pure Poor
Law framework. There is, of course, a case for BI solely
from the perspective of preventing poverty. Poverty traps
are a notorious feature of the Australian system, and BI
would represent one solution. In practice, however, this
argument is rarely advanced. The tendency is, rather, to
believe that some technical solution to poverty traps can
be found.

In general there is little support for arguments in favour
of universal payments. A pro-universalist case has been
made on the grounds that Australia’s low ranking by com-
parison with other countries is directly related to its high
selectivity, which does indeed concentrate resources on
the worst-off, but on a meagre scale.’ But at the
political level, this argument has had little impact in face
of the seemingly simple set of propositions: the aim is
to relieve poverty; resources are scarce; therefore we
should target the worst-off.

Nor has the case for Bl been helped by its association
with Guaranteed Minimum Income (GMI) schemes. In
Australia all GMI proposals have involved some form of
clawback — via a means test — as private income rises.
The most elaborate proposal was put forward in an anti-
poverty context by the Commission of Inquiry into Pover-
ty (the Henderson Commission) in 1975.16 The commis-
sion itself was extraordinarily influential, in that it
established a quasi-official system of poverty measure-

ment that is still in vogue. It also had a decisive effect
in that it placed the elimination of poverty at the heart
of welfare state activity. However, its GMI proposals, in-
volving a two-tiered scheme (universal means-tested
guarantee, plus a means-tested disability supplement)
were never adopted. An alternative means-tested GMI
proposal put forward at the same time by the Priorities
Review Staff shared a similar fate.!”

Among the reasons for the failure of the GMI proposals
in 1975 were a rapidly deteriorating economic situation,
and the removal from office of the Whitlam Labour
Government in November of that year. The climate for
the next seven years was one of No experiments! In ad-
dition, there is the inherent problem of GMI proposals
that their promised simplicity involves trade-offs with the
rival goals of adequacy and administrative efficiency.

One more recent (and rare) GMI proposal (by Anne
Hawke and Donald Lewis®) took simplification to a
point where the argument was greeted with derision.
Single pensioners, for instance, would suffer a 47%
decline in income — to which the scheme’s authors
replied that they need only cease to be single.

In this context, I do not believe it would be wise to argue
for any form of Bl on grounds of poverty relief, at least
so long as poverty is seen only in terms of low income.
If poverty measures were also to take account of the time
and humiliation involved in means testing, and the
restrictions on choice involved in ‘active’ policies, then
the anti-poverty case for Bl would take on a new life. An
alternative strategy is to exploit the other values em-
bodied — albeit in precarious fashion — in current
practice.

Start with a BI for children

My proposal is that a first step would be to seek a BI for
children, justified on grounds of compensation to the
parents for their special costs, and increased autonomy
for those with the care of children. The probable im-
mediate effect of such a proposal would be for some
carers at present in the workforce to leave it, and for
others at present excluded by poverty traps to enter the
workforce. In other words, by partially socialising the
costs of childhood, we would expand parents’ ability to
make genuine choices. As such it would be an example
of what Esping-Andersen calls the ‘‘pecualiar fusion of
liberalism and socialism’’ that typifies the more elaborate
welfare states.!”

The most obvious starting point for such a limited BI
would be to expand the already existing system of fami-
ly allowances, and make them once again universal. Un-
til November 1987, Australia did have an unconditional,
untaxed child allowance. It was introduced in 1976 when
child tax relief was abolished, and the amount ‘saved’
was amalgamated with the existing meagre child endow-
ment scheme. One of the more alarming developments
In recent years was the political ease with which an in-
come test was imposed. Part of the reason was that the
income test was at a very high level, and excludes a mere
10% of the richest families. More importantly, there was
such widespread acceptance that the only reason for
having a child allowance was relief of poverty, that few
voices were raised in protest. My worry is that so long
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as the argument continues to be couched in Poor Law
terms, it will be difficult to sustain even the present of-
ficial rationale, namely, that parents should be assisted
with the additional costs of children if they are poor or
only moderately rich, but not if they are very rich.

It could be argued that my pessimism about sustaining
even the present Poor Law system underestimates the
power of lobby groups. For instance, a notable victory
has just been scored (November 1990) by the very vocal
farm lobby. The farmers, who are in financial crisis ow-
ing to the simultaneous collapse of wool and wheat
prices, have succeeded in blocking a government budget
pledge to tighten selectivity even further with the in-
troduction of a family allowance assets test, with a
threshold of $300,000 net assets (excluding the family
home). After protest from the farm lobby, this threshold
was raised to $500,000 (§200,000). Yet even this threshold
is facing defeat in a hostile Senate, on the grounds that
whatever their assets, farmers are still ‘poor’.

This line of reasoning makes nonsense of the rationale
of ‘targeting the poor and middle-income families’. My
prediction is that the farmers have gained only a tem-
porary respite, and renewed targeting of the poor will
return with more prosperous times on the farm.

The sounder strategy is to shift the reasons for child sup-
port away from the Poor Law model. The farmers’ case
might well be used as a jumping-off point for such a shift
of focus. Instead of arguing the tortuous case that asset-
rich farmers are in fact poor, it makes more sense to re-
assert the traditional basis for family allowances: the
extra costs involved in raising children.

The ‘extra costs’ argument was repeated in some detail
in the recent federal government Social Security
Review.?" The Review pointed out that the principle of
assisting families with the extra costs of their children
was acknowledged as recently as 1983, when $200 was
added to the dependent spouse rebate in cases where
taxpayers have dependent children as well as a depen-
dent spouse. Bettina Cass, the Consultant Director of the
Review, has herself given cautious support to a Bl for
children, though one that would be taxed as private in-
come rises.”!

The cost of making family allowances once again univer-
sal would not be great. Present payments are $18.60 a
fortnight for each of the first three children, and $24.80
for the fourth and subsequent children. In 1989-90, fami-
ly allowances cost $1,810 million, or 6.9% of the social
security budget. The re-inclusion of those families exclud-
ed by the means test would cost some $210 million. This
could be financed in part by abolition of the extra tax
rebate for dependent spouses with children (the rebate
is currently $1,000 for a dependent spouse, compared
with $1,200 for a dependent spouse with children). I am
proposing a flat-rate $1,000.

Only a first step

This proposal is very much a first step. But it would have
a crucial symbolic value, in a context where the entire
social security system risks being squeezed into a Poor
Law strait-jacket. My appeal is to an older Australian
tradition. It is precisely because this approach contains

elements of individualist as well as state-interventionalist
philosophy that it may be listened to in a country where
both strands of thought have such a long history.

Peter Travers works in the School of Social Sciences, The
Flinders University of South Australia.

Abbreviations

ABS Australian Bureau of Statistics

AGPS Australian Government Publishing Service
DSS Department of Social Security

CPD Commonwealth Parliamentary Debates
NSWPD New South Wales Parliamentary Debates
SWRC Social Welfare Research Centre
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At Home and Abroad

ITALY

BIEN International Conference
Economic democracy and citizenship income

Bill Jordan writes: The third biennial conference of the
Basic Income European Network (BIEN) was held at the
European University Institute at Fiesole (near Florence).
It was a memorable Italian occasion, for which BIEN’s
co-Chairman Edwin Morley-Fletcher, and the Lega Na-
zionale Cooperative e Mutue, deserve many thanks.
Those dismayed by the packed and diverse programme
(up to a dozen papers in each 1% hour session, all
plenaries and no workshops or groups) were finally won
over. The cumulative effect was exhilarating rather than
exhausting, with themes and linkages between apparent-
ly unrelated topics emerging, and surprising scope for
discussion and debate.

The speakers came from as far afield as Finland and
Australia, and included the veteran socialist Alexandre
Marc and the distinguished Hungarian dissident
economist Tibor Liska. Inevitably, certain national
themes did emerge. For example, the German con-
tributors were particularly concerned with discovering
obligations to match Bl rights; the French with the details
of conditionality, as an approach to social inclusion of the
‘new poor’; and the British and Dutch with defending
the unconditional status of Bl. Diferences in national
political and civic cultures would be bound to affect the
implementation of schemes like BI. For instance, Scan-
dinavians love and trust the state. The Irish do not
(Michael Opielka).

A highlight of the conference was Guy Standing’s stylish
anticipation of his impending trip to Moscow, as consul-
tant to the Soviet Minister of Labour. He treated the au-
dience to a ‘Fool’s Guide’ to reform of the Soviet labour
market,

The overall theme of the conference — economic
democracy — did not perhaps receive the focus it deserv-
ed, especially in its relationship to political democracy.
Here again the revolutions in Eastern Europe and the col-
lapse of the Soviet regime pose urgent questions for Bl
advocates. But it was interesting to encounter the lively
debate among political groups in Italy, where James
Meade’s Agathoptopia has been a powerful stimulus.

For British participants it was another reminder of the
paradox that BIRG has made a disproportionate contribu-
tion to the academic literature on BI, yet the proposal
is further from the political agenda here than in many
other countries, perhaps including the Soviet Union.

UNITED KINGDOM

Toynbee Hall Conference, 16 June 1990
Getting a BI Scheme off the Ground

Tony Walter writes: BIRG’s 1990 annual conference
included excellent speakers, good debate from par-
ticipants, superb food and a sunny day. A speaker from
the Netherlands and participants from Canada, France,

Italy and Scotland enriched the debate. James Robert-
son (co-founder of The Other Economic Summit/TOES
and The New Economics Foundation), was Conference
chairman. He opened the proceedings by urging BI sup-
porters to be active in getting the idea across, to take ob-
jections to it seriously (whether from Left or Right), to
consider funding it through a new (green) tax system, and
to be ready for whatever crisis brings Bl onto the public
agenda.

Tony Walter, speaking on BI in the culture of the 1990s,
stressed the need for BIRG to research public opinion.
Theoretical research on its own is not enough. We also
need to know whether Bl resonates with the gut feel-
ings of ordinary people. For instance, would the better-
off in an increasingly divided Britain recognise the need
for it? How strong is support for means testing and for
the contributory principle, which BI would abolish?

The main address of the day was given by Greetje Lub-
bi, representing the Voedingsbond FNV (a major
Netherlands trade union for food and agricultural
workers). It was a tonic to those present, who have yet
to hear a British trade unionist advocate Bl with such
passion. Her paper is summarised elsewhere in this
Bulletin.

After lunch, Ken Mayhew (Economic Director of NEDO)
chaired a QUESTION TIME session along the lines of the
well-known BBC programme — except that BIRG’s panel
members avoided party-political bickering. Panel
members were Professor Meghnad Desai (London School
of Economics), Evelyn McEwen {(Age Concern), Her-
mione Parker (BIRG) and Baroness Seear (Liberal
Democrats). The questions, chosen and put from the
floor, included the following;:

QUESTION: Why isn’'t Bl advocated from the grass roots,
by the victims of the present system, instead of
academics?

ANSWER: Because the victims are too busy surviving,
and the rich are more concerned to protect their in-
terests. Historically, radical ideas have always come from
non-conformists and intellectuals in the middle strata of
society.

QUESTION: What key groups would be most helped by
BI?

ANSWER: The weakest, for instance those with physical
and mental disabilities, who are at present criminalised
if they work and claim.

Bill Jordan then spoke about the need for a sustainable
social environment, and warned against the dangers of
associating Bl with unbridled individualism. Certainly BI
would enhance autonomy, but it must also help to create
a Europe that combines the best of individualism with
the best of collectivism. James Robertson closed the con-
ference by reminding participants of the implications of
BI for the environment.

Basic Income and the labour market

Hermione Parker writes: From autumn 1989 to sum-
mer 1990, BIRG’s labour-market study group held a series
of meetings, culminating in a discussion paper which
BIRG will publish early in 1991. These meetings, hosted
informally at the National Economic Development Office
(see article by Ken Mayhew, elsewhere in this Bulletin)
brought together labour-market experts from
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backgrounds as disparate as the Institute of Directors,
the Low Pay Unit, the Trades Union Congress and the
London Business School — itself no mean achievement.

The discussions started by clarifying the Bl concept, then
examined its relevance to labour market change; labour
supply; wages and incentives; training and education;
and equal opportunities. The main labour-market advan-
tages of BI were reckoned to be: alleviation of unemploy-
ment; improved work incentives; income maintenance
during study and training/re-training; greater labour
market flexibility; and tangible recognition of the value
of unpaid work.

Strong fears were nevertheless expressed that Bl might
act as a subsidy for low-paying employers, and might in-
stitutionalise dual labour markets — trapping people in
lower-paid, insecure jobs. A national minimum wage (ex-
pressed in hourly terms), was thought by some to be the
best way of avoiding these possibilities. Others took the
view that minimum wages would keep people with low
earnings potential out of the labour market. Either way
BI would need to be introduced slowly, as part of a wider
package, which should include: improved training and
education; increased and improved childcare provision,
and policies to combat prejudice — not least racism, sex-
ism and ageism.

Social Policy Association
Conference

Tony Walter writes: The SPA’s 1990 annual conference
(International Dimensions of Social Policy), held at Bath
in July, included a session on Basic Income, chaired by
Nicholas Deakin and attended by about thirty people.
Hermione Parker clarified some of the misunderstandings
over terminology that can plague international discus-
sion — basic income, minimum income, guaranteed in-
come often mean different things to different people,
depending on the ways they are translated, and the tax
and social security systems operating in each country.
Tony Walter’s paper Bl and Active Citizenship surprised
some of the audience by its sceptical realism. In another
session, Georg Vobruba outlined scenarios for social
security in Europe, while notable among the many other
papers was Bettina Cass’ Gender and Social Citizenship.
It was good also to see at the conference BIEN secretary
Walter Van Trier, this time having a rest after his tour
de force presentation the previous year.

BIRG North-West

Kevin Donnelly writes: BIRG North-West continues its
activities, with its own newsletter and regular meetings
at Wythenshawe Friends Meeting House. Four members
managed the long (and expensive) journey to London for
BIRG’s Toynbee Hall conference in June. Kevin was his
usual active self at the Labour party conference in
Blackpool — giving out literature on behalf of BIRG and
BIEN, and asking delegates if they knew about BI. It is
important for BIRG to develop closer contacts with the
trade union movement. Jeff Rooker MP agreed to ask a
union official in his constituency to examine the Bl prin-
ciple, but although some Labour MPs are on BIRG’s mail-
ing list, there is little sign of activity within the
Parliamentary Labour Party. Conference approved the
minimum wage resolution, though much wrangle lies
ahead. Kevin’s reply is that a minimum wage is OK for

those with jobs, but not for others. So it falls foul of the
old socialist principle of fairness. If you live in the North
West and are interested in BI, please contact Kevin
Donnelly, 20 Nan Nook Road, Manchester M23 0BZ
(tel 061-998 4791).

BIRG South-West

Bill Jordan writes: Over 200 people crowded into the
first meeting of BIRG’s South-West regional group at Ex-
eter University on 16th November, where Paddy
Ashdown MP (leader of Britain's Liberal Democrats)
spoke on: A Citizen’s Income for a Citizen’s Britain. The
meeting was the first of a series, aimed at stimulating a
wide public debate on BIl. Paddy Ashdown told his au-
dience — which contained a high proportion from out-
side the university, including several senior citizens —
that:

Basic Income is not just a change in our benefit system.
It is a pathway to a more efficient and fairer market
economy. And it is a key to the fundamental economic
and social reforms that Britain so desperatey needs in
the 1990s.

He answered all the main criticisms of Bl — that itis a
handout to the undeserving as well as the deserving, that
it would encourage emplovers to pay poverty wages, and
that it is a Utopian, unaffordable option — in a robust,
direct way. For instance:

The concept of a universal benetit should not be new to
us. It is, after all, already part of our system as child
benefit and the old age pension. My suggestion is that
we extend this to apply to all citizens ... In a sense it
18 ltke the poll tax in reverse.

He attacked the notion that benefits should be made
more, not less, conditional. Schemes like workfare, or
training programmes enforced through strict work tests,
are not only unfair and damaging to claimants; they are
also inefficient. They act as a barrier to a well-

Sfunctioning labour market. Speaking in the week of the

Conservative Party’s leadership election in the House of
Commons, Ashdown commented that Michael Heseltine
embraced such proposals, presumably in order to prove
to his more right-wing colleagues that he is tough on the
unfortunate.

After his address, there was a lively hour of questions,
which Paddy Ashdown fielded in his familiar, shirt-
sleeved style. The meeting showed how extensive is the
public appetite for an informed debate — which the two
major political parties have a mutual interest in suppress-
ing. If you live in the South West and are interested
in BI, please contact Bill Jordan at Perriton Farm
House, Whimple, Exeter (Tel 0404 822809).

House of Lords All Party Group on
Ageing

Hermione Parker writes: On 13th November 1990, at
the invitation of Lord Stallard, Hermione Parker explain-
ed the implications of BI for older people to a meeting
of the House of Lords all party group on ageing. The
meeting clashed with Sir Geoffrey Howe’s resignation
statement ‘‘over there’’, as a result of which fewer peers
attended than anticipated! Considerable interest was
nevertheless expressed, and it is hoped to set up a small
working party to look at the issues. If this happens, we
will keep vou informed.

24




Book Review

FUTURE WEALTH: A NEW
ECONOMICS FOR THE 21st
CENTURY

James Robertson
Cassell, 1989, price §7.95 178 pages

Tony Walter writes:

In this follow-up to his previous books (e.g. Future Work,
Gower 1985), James Robertson argues that economic
organisation — at local, national and international levels
— must be changed in the following ways:-

(a) It must enable. Instead of creating dependency,
it must foster self-reliance — meaning neither self-
sufficiency nor selfish isolation, but the capacity
to cooperate freely with others.

(b) It must conserve — the world's material
resources.

(c) It must be designed and managed as a multi-
level, one-world economic system.

These aims are not an ideal end state, but operating prin-
ciples. The book outlines how they might be put into ef-
fect over the next few decades — at household, local,
national and international levels (chs 4-8) — and paying
particular attention to money, banking, taxation, basic
income, and currency (chs 9-12). At times, for instance
when discussing a new world currency, the author ten-
tatively sketches out ideas which need considerable
debate and research, at others he draws on already ex-
isting experience — as with local economic development.

The book will be valuable to those who are working
towards a new economics in one area (say energy con-
servation, or simple lifestyle, or overseas development),
but who can’t see how their chosen passion relates to the
rest of a highly complex, but inter-related, world
economic (dis)order. Robertson’s systematic working out
of his three principles at each level from the household
to the international is one of the book’s strengths.

The book is a sketch of a new world, explicitly written
for those who are already converted or half-converted.
I doubt if it will convince the more sceptical industrialist
or civil servant. This may not bother Robertson, who
believes that change always originates outside the
Establishment.

Here are some typical comments, with which I agree.
Elsewhere, 1 particularly like his comparison of
economists with medieval theologians — obsessed with
metaphysics and out of touch with the real world. What
we need is a new Reformation:-

The idea that economic policies are wealth-creating
and social policies wealth-consuming, and that
economic policies should therefore be given priori-
ty over social policies, is simply not realistic. The
world is not like that. (p 16)

An important task for the 1990s is to unravel the
web of mystification that business and financial
interests have woven around the notions of wealth
creation and wealth consumption. (p 47)

As a sociologist who quite enjoys figures, I have always
found economics difficult. So I find it hard to assess
Robertson’s reforms of banking, capital ownership and
currency. Is this because my brain is befuddled by the
mystifications of economists, or is it because economic
systems are fundamentally hard to understand? I suspect
there is more of the latter than Robertson admits. If this
is so it highlights the problems of generating the kind of
debate Robertson wants: economists will find him uto-
pian, while non-economists will find it difficult to offer
a substantive response to his arguments. The challenge,
it seems, is how to move from iconoclastic prophecy to
a genuinely new economics.

Basic Income is a key component of Robertson’s new
economic future. In addition to many of the standard
arguments (affirming the value of each -citizen,
demarginalising children and older people, equal treat-
ment of women and men, reduced dependence on paid
work and hence on the power of employers), he is deep-
ly committed to the following line of argument:-

® In addition to raising revenue, a tax system should
enable people to become self-reliant and
cooperative, and should conserve the earth — ‘‘the
burden of taxation must be shifted away from
what people contribute to the rest of society and
onto what they take from it.”

® Instead of taxing labour that adds value (through
income tax and VAT), we should tax things we wish
to economise on — such as land, energy, natural
resources and pollution.

® Since these new taxes would be levied on rich and
poor alike, a Bl is also necessary — to make the
system fair and to prevent poverty.

® BIRG’s research to date has largely assumed that
BI must be funded through already existing taxa-
tion (notably income tax), which means that only
a modest Bl is feasible, unless income tax rates are
to go through the roof. Research must now be ad-
dressed to the funding of BI from other sources

(p 121).

This challenge to BIRG’s approach deserves considera-
tion, not least if Bl is to attract a younger generation en-
thused by conservation and ecology. Also, a large BI not
funded by taxing paid labour is less vulnerable to the
common (if misinformed) objection that Bl would use the
earnings of the hard-working to fund the idle.
Nonetheless, as Robertson himself says, it needs research.

As a start, one might ask:

Can enough money be raised through sources other
than income tax? A full BI (set at about one-third
average earnings for adults and half as much for children)
would cost well over £200,000 million a year. What alter-
native sources of revenue exist that could raise such a
huge amount, and also be politically acceptable?

Are the alternative revenue sources buoyant? BI
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requires a buoyant tax base, if living standards at the
bottom are to keep up with living standards generally.
Income tax fills that bill, because over time incomes go
up faster than prices. An energy tax, introduced with the
aim of reducing energy consumption, would be the op-
posite of buoyant — unless it encouraged energy use!

How would the Bls be withdrawn? Bls funded through
an integrated income tax provide an automatic, explicit
benefit-withdrawal system. The higher the Bls and the
higher the tax rate the more redistributive (from top to
bottom of the income distribution) the system becomes,
and vice versa. With a BI of §50 a week and a tax rate
of 50%, the break-even point at which all the BI would
be withdrawn is £100 a week. By contrast, with a BI of
£30 a week and a tax rate of 40%, the break-even point
goes down to §75 a week. With ecological taxes the in-
cidence of tax would be more difficult to estimate, and
the system would be opaque.

Perceived equity? A good tax should be linked to abili-
ty to pay. The old rating system for funding local govern-
ment in the UK met some of Robertson’s criteria, by
taxing extravagant occupation of houses and land. But
it was unpopular, because it was insufficiently related
to ability to pay. The poll tax (totally unrelated to ability
to pay) has proved even more unpopular. The Bl element
might bring Robertson’s environmental taxes more into
line with ability to pay, but this may not be felt by public
opinion, in which case his taxes would be unpopular —
and we know what happens to unpopular taxes!

Getting there. Robertson’s argument assumes a substan-
tial BI. Politics is an uncertain business, and even in the
best of worlds we might get stuck with a small BI. Her-
mione Parker's research has shown that a small BI, fund-
ed by an integrated income tax, can be surprisingly
redistributive and beneficial, and is perhaps preferable
to a large BI. Similar research, showing the consequences
of a BI funded by environmental taxes, is necessary
before any such proposal can be taken seriously.

Tony Walter is BIRG’s Chairman

Book Review

IMPROVING INCENTIVES FOR THE
LOW PAID

Alex Bowen and Ken Mayhew (ed)
Macmillan/NEDO, 1990

Jane Millar writes:

Taking the usual definition of low earnings (i.e. less than
two-thirds median male earnings), an estimated 3 million
full-time UK workers are low paid. A similar, or larger,
number of part-time workers are also low paid, bringing
the total to more than one-third of the British workforce.
Increasingly the UK is a low-wage economy, with the
lowest total labour costs (including sick pay and national
insurance contributions) of any advanced industrial
society.

In 1989 the National Economic Development Office
(NEDO) (whose chairman is the Chancellor of the Exche-
quer) organised a seminar examining low pay and incen-
tives, the papers for which are collected together in this
interesting and informative book. One of the main
themes of the book is that low pay is a problem for low-
paid people themselves (because the tax benefit system
removes the incentive to improve their situation); for
those who are unemploved (because they have no incen-
tive to take work): and for the economy as a whole
{(because of a vicious circle of low pay/low skills/low pro-
ductivity).

Alex Bowen, Dominic Brewer and Ken Mayhew provide
a useful introduction in their opening chapter. They argue
that low pay and a possible lack of incentives are pro-
blems of labour supply (the willingness of workers to im-
prove their work performance or take jobs) and of labour
demand (the jobs and levels of pay available) — both of
which require government consideration.

The next three chapters — by Tony Atkinson and Holly
Sutherland, Hermione Parker and Patrick Minford — ex-
amine the issue of incentives in the tax and benefit
systems — the familiar unemployment and poverty traps.
Atkinson and Sutherland use marginal tax rates as their
measure of the disincentive problem — if you lose 70
pence or more out of any additional & of earnings, then
you are likely to face a financial disincentive. In 1989-90,
an estimated 415,000 families were in this position, 88%
of these being families with dependent children. The
main culprit is Family Credit, with its 70% withdrawal
rate, and various policy options (e.g. a lower withdrawal
rate, or higher child benefit) are evaluated.

Atkinson and Sutherland raise the idea of Basic Income
(BI), but it is Parker, in the next chapter, who develops
it in detail. Her definition of the nature of the incentives
problem is wide, including quantifiable components (e.g.
the impact of earnings rules, taxes, and the fragmented
nature of family income support), and non-quantifiable
components (e.g. family breakdown, poor access to child
care, and complexity). Tinkering with the current system




cannot solve these problems, therefore some way of in-
tegrating tax and social security is required. A useful
discussion of different approaches to integration is
followed by a more detailed discussion of Basic Income
2000. This will be familiar to readers of this journal, as
will the arguments against it, so I will raise only two
points. First, the two-tier scheme outlined (with the Bls
paid by central government and the ‘cash and care’
payments by local government) seems potentially divisive
— opening the way to recreating deserving and undeser-
ving categories, and going against that part of BI
philosophy which stresses Bls as a right of citizenship and
an integrating force in society. Secondly, it would have
been interesting to see more attention paid to the idea
of a BI for children — this would ‘target’ those most af-
fected by the disincentive traps, and could perhaps pro-
vide a stepping stone to a more comprehensive Bl system.

Patrick Minford’s solutions are very different. He dis-
counts the idea of BI (and incidentally confuses Parker’s
Basic Income Guarantee/BIG schemes with full BI). In-
stead he goes for a combination of workfare and lower
in-work benefits: workfare will get the unemployed into
the labour market at Income Support rates, and a gradual
reduction in Family Credit relative to average earnings
will eventually eliminate the incentive problem. Thus
under Minford’s proposals low pay becomes effectively
institutionalised — his solution is about getting people
into low-paid jobs rather than about ways of helping low-
paid people to improve their pay or their incomes.

In the next chapter, by contrast, a strong and compell-
ing argument is made by Ewart Keep that low pay is bad
for the economy, and bad for our chances of future pro-
sperity. Keep shows how:

... current policy reveals the existence of two com-
peting, and arguably mutually incompatible, models
of labour market development. On the one hand is
a vision of policies leading to the creation of a high-
skill, and implicitly high-wage, national workforce
whose competitive advantage lies in their ability to
design, produce and deliver high-quality goods and
services. On the other hand is a labour market
model that sees the way forward in terms of an in-
creasingly numerically flexible, casualised
workforce, which possesses very limited job protec-
tion, and which affords employers a competitive ad-
vantage based on price rather than quality (page
156).

Keep argues strongly and convincingly for the former
strategy, and his policy discussion focuses on employer
practices (on how to get employers to stop relying on low
labour costs) and on skills training (on how to provide
a highly skilled workforce).

Skills training is the topic of the next chapter, by Paul
Ryan, which shows clearly the lack of skills among those
who are low paid, and the difficulty low-paid people have
in gaining access to training. Training can improve pay
and prospects, but training by itself is not a solution to
low pay. The acquisition of skills might take some in-
dividuals out of low pay, but the low-paid jobs remain
for others to fill. Also, for some people it is not lack of
skills so much as other barriers which keep them either
out of employment or in low-paid jobs. Lack of child care
is a particular barrier for women, making it impossible

for many mothers to take paid work, or restricting them
to part-time, low-paid jobs.

The need to tackle the problem of the lack of adequate
and affordable child care is something that virtually all
the contributors agree upon. In their chapter the Con-
federation of British Industry (CBI) suggest this is ‘‘pro-
bably the biggest single barrier faced by the growing
number of women with children wishing to return to paid
employment’’ (page 253). And the Trades Union Congress
(TUCQ) calls for the ‘‘comprehensive public provision of
child-care facilities’’ (page 276).

Both the CBI and the TUC agree that low pay is a signifi-
cant problem. The CBI echo Keep’s chapter in their first
sentence:

British business has as its objective the achievement
of a high-productivity, high-pay, high-employment
society ( page 22b).

However the CBI disagrees strongly with the TUC over
the question of a national minimum wage. Indeed, the
chapters by the CBI and the TUC provide useful summary
articles for and against minimum wage legislation.

All in all this is a valuable book, but it does have two
weaknesses. First, although almost every chapter
discusses the numbers and definition of low pay, nowhere
are these statistics collected together. So the reader has
to search through the various chapters for these figues,
and since the different authors use different definitions
it is difficult to get a clear picture.

Secondly, women are curiously absent from much of the
analysis. It is not that they are ignored. The figures show
that women have a higher risk of low pay than men (5%
of full-time men workers and 23% of full-time women
workers, page 14). Women also form the majority of those
who are low paid (70%-90%, according to the definition,
page 182). And, as noted above, the issue of child-care
provision as a barrier to employment comes up time and
again. It is rather that, throughout most of the book, the
basic analysis relates to men — with women fitted in
afterwards, as a special case. Take, for example, the clear
focus on full-time work. The CBI present all their low-
pay analyses in terms of full-time workers, leaving aside
part-time workers, almost all of whom are women, and
who are amongst the very lowest paid. Similarly,
although Atkinson and Sutherland note that wives of
unemployed men have very little incentive to work, they
still focus on incentives for the head of the tax unit.

Given that most of the employment growth in recent
years has been in part-time employment, and it is mar-
ried women who form the largest potential sources of
future labour supply (‘‘of new jobs that will be created
up to the year 2000, some 80% are expected to be taken
by women’’, page 252), is all this gender neutrality
helpful? Are the ways in which we currently think about
incentives, paid work and unpaid work really adequate
for understanding the situation of women? In my view,
a sharper focus on gender would have greatly strengthen-
ed the conceptual focus of this book.

Jane Millar teaches Soctal Policy at the University of
Bath. Together with Jonathan Bradshaw, she has just
completed a major study of Lone-parent families in the
UK (see Books and Papers received).




Books and Papers
Received

Basic Incomes and Problems of Implementation, Pro-
ceedings of the Second International Conference on Basic
Income, held at Antwerp (Belgium) 22-24 September,
1988, under the auspices of the Basic Income European
Network (BIEN). This 200 page report has four main sec-
tions: how to get a Bl system off the ground; political and
philosophical implications; labour market effects; and
funding. Copies available from BIRG, 102 Pepys Road,
London SE14 5SG; BIEN, Bosduifstraat 21, 2018 Ant-
werpen, B-2018, Belgium; and Werkplaats Basisinkomen,
Herman Heijermansweg 20, 1077 WL Amsterdam,
Nederland.

Tax Reform, the Rich and the Poor, Joseph Pechman,
Brookings Institution, 1775 Massachusetts Avenue N.W.,
Washington DC 20036, second edition, 1989. A collection
of essays, with special reference to negative income tax,
and different methods of payment, including an ex ante
method, similar to BI.

Future Wealth: A New Economics for the 21st Cen-
tury, James Robertson, Cassell, 1989. See BOOK
REVIEWS.

Lone-Parent Families in the UK, Final Report to the
DSS, Jonathan Bradshaw (University of York) and Jane
Millar (University of Bath), May 1990. First-ever major
survey of lone parents in the UK, with essential
background information for anyone interested in tax or
social security reform. Information on the routes into and
out of lone parenthood, the employment, housing and
financial circumstances of lone parents, their attitudes
and behaviour. Volume 1 presents the survey of results,
Volume Two presents the results from the in-depth in-
terviews, and Volume 3 describes the methodology.

A Different Way Ahead, Hermione Parker in Progress,
the journal of the Disablement Income Group (DIG), Sum-
mer 1990. In January 1990 the Government published a
disappointing White Paper on reform of benefits for peo-
ple with disabilities (The way ahead: benefits for disabl-
ed people, CM 917, HMSO). This article, which
incorporates the findings of BIRG’s working group on
disability incomes (see BIRG Bulletin No. 7, Spring 1988),
sets out the case for BI, from the point of view of people
with disabilities. Available from DIG, Millmead Business
Centre, Millmead Road, London N17 9QU (Telephone
081-801-8013).

Child Benefit: Options for the 1990s, Joan C. Brown,
July 1990. A detailed analysis of the case in favour of
child benefit, together with discussion of different sub-
options — but with little mention of the wider issues, e.g.
the fact that child benefit is a BI for children, or that child

poverty could be reduced by introducing Bls for the
parents as well. Published under the auspices of the Child
Poverty Action Group, as part of the Save Child Benefit
campaign. Available, price §5, from SAVE CHILD
BENEFIT, c/o 4th Floor, 1-5 Bath Street, London EC1V
9PY.

Newsletter of the Basic Income European Network,
No 8, Summer 1990. Published three times a year. Ten
pages of information about past and future events, and
publications relevant to BI. For further information con-
tact Walter Van Trier, BIEN Secretary, Bosduifstraat 21,
B-2018 Antwerpen, Belgium; or David Purdy, Faculty of
Economics and Social Studies, University of Manchester,
M13 9PL.

Can we learn a ‘Third Way’ from the Agathotopians?
James Meade in The Royal Bank of Scotland Review, No.
167, September 1990. An excellent resume of Meade’s
latest thoughts on Basic Income and topsy turvy na-
tionalisatiion. Available from The Royal Bank of
Scotland ple, 36 St Andrew Square, Edinburgh, EH2 2YE,

Improving Incentives for the Low Paid, ed. Alex
Bowen and Ken Mayhew, Macmillan in association with
the National Economic Development Office (NEDO), Oc-
tober 1990. This book is the result of a discussion bet-
ween Walter Eltis (NEDO'’s Director General) and Sir John
Cassels (his predecessor) after the 1988 Budget reduced
Britain’s top rate of income tax to 40%. Surely the aim
should be to ensure that low as well as high earners gain
at least 60 pence when they earn an extra pound? The
book re-prints papers delivered by seven contributors to
a NEDO conference at Oxford in 1989. The subject mat-
ter includes reform options like Basic Income, as well as
improved training and minimum wage legislation. The
contributors are Tony Atkinson and Holly Sutherland,
Hermione Parker, Patrick Minford, Ewart Keep, Paul
Ryan, the Confederation of British Industry and the
Trades Union Congress. (See BOOK REVIEWS).

The Department of Social Security (DSS) Report on
Households Below Average Income 1981-87, A.B.
Atkinson, Welfare State Programme Research Note No.
22, October 1990. A short analysis of the revised DSS
figures (see Editorial in BIRG Bulletin No 11) showing the
growth of real income for different groups, the changing
shares of different groups in total income, the propor-
tion of the population with less than half average income,
the long-run changes from 1979-87, and the short-run
change from 1985-87. Available from ST/ICERD, London
School of Economics, Houghton Street, London WC2A
2AE.

Beyond the Welfare State: An Examination of Basic
Incomes in a Market Economy, Samuel Brittan and
Steven Webb, Aberdeen University Press for the David
Hume Institute, December 1990. One way to contain, or
reduce, unemployment without stoking inflation is by im-
proving the functioning of the labour market. ‘A genuine
market-based approach,’ says Samuel Brittan, ‘‘might in-
volve a Basic Income for all, payable as a tax credit,
which would be withdrawn through the tax system
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once people began to earn money from work’’' (Finan-
cial Times, October 10, 1990). Brittan's contribution,
which concentrates on the philosophy and politics of BI,
makes good and convincing reading. For example: ‘‘The
only thing wrong with unearned income is that too few
have it”” (page 4). Unfortunately, unlike BI as defined by
BIRG, the one offered by Brittan and Webb is based on
family status (SEE article by Steven Webb elsewhere in
this Bulletin), so that the Bls of two single people who
got married (or ‘cohabited’) would be reduced from §37
each to 58 together — a marriage penalty of £16. This
reduction is justified on grounds of economies of scale,
yet two single people of the same sex who decided to live
together would continue to receive $37 each. The authors
Justify their modification to authentic Bl on grounds of
cost and political acceptability, but seem to under-
estimate the administrative difficulties. For the costings
Steven Webb assumes income tax at 40% plus 9% national
insurance contribution (compared with 25% income tax
plus 9% NI contribution at present). This change pro-
duces large-scale redistribution of income. Families with
between two and three times average earnings would lose
an average $35 a week, whilst those earning over £1000
a week would lose rather less (Table 4.8, p41). Given the
strength and conviction with which the moral case for
Bl is presented, further work to put the details of this
scheme on a comparable basis with those produced at
the London School of Economics by Tony Atkinson, Her-
mione Parker and Holly Sutherland seems well wor-
thwhile.

Features of a Viable Socialism, Hans Breitenbach, Rom
Burden and David Coates, Harvester/Wheatsheaf, 1990,
§9.95. If people are to be won over to socialism, they need
to know what it could be like and how it can deal with
the complexities of life in modern societies. In this book
the authors reassert both the possibility and desirability
of forms of social organisation built on principles of
equality, democracy, cooperation and mutual aid — in-
cluding introduction of a BI. Personal incomes, they
argue, should comprise four elements: a BI paid to all
adults as of right; a graded BI supplement *‘for those in-
herently incapable of contributing fully, or at all, to social
production through disability, incapacity, caring respon-
sibilities or old age’’; earnings; and limited interest on
savings.
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Viewpoint

The rights of
children — a
Justification of
Basic Income,
hitherto
unremarked

Maire Mullarney

The following is a shortened version of a paper given at
the conference organised by the Basic Income European
Network (BIEN) in Florence in September 1990.

When — last June or July — Mr Nicholas Ridley (Britain’s
former Trade and Industry Secretary) expressed alarm
concerning possible loss of national sovereignty, there
was a good deal of talk on television. An interviewer ask-
ed an eminent banker whether he thought the issue
significant, to which the banker replied: Oh, yes. This
is a very important question. It is not like deciding
whether to increase the Child Allowance. This is about
the kind of people we are.

Apparently, a kind that doesn’t care tuppence about
children. For this gentleman had not noticed that the
kind of person a person is depends a great deal on the
sort of care they were given when young.

Children are people

BIEN pensants would never say anything like that. Never-
theless, when listening to the papers given during a BIEN
conference in 1989 (in Louvain-la-Neuve), [ felt
something was missing. Whether the references being
made were to John Rawls’ Theory of Justice, to Robert
Nozick’s views on entitlement, or to John Locke’s prin-
ciples regarding the private appropriation of natural
resources, all were concerned with distribution among
or appropriation by adults.

The gist of Locke's argument is that ‘‘he who has
gathered as much of the wild fruit, killed, caught or tam-
ed as many of the beasts as he could . .. by placing any
of his labour on them, did thereby acquire a propriety
in them ... ’!. There ke is, strong, active, not just pick-
ing fruit but capturing animals — and forming a tradi-
tional part of the discussions of philosophers. Not merely
an adult, but an adult male.

Something is overlooked, as in the usual picture of the
Ascent of Man. Our ancestors are pictured hunting

together in groups, running across the savannah, having
spare hands in front to throw stones, able rapidly to climb
any trees that might occur. In her remarkable book The
Descent of Woman?, Elaine Morgan points out that a
significant proportion of those early ‘Men’ would have
been pregnant, or carrying babies, and in no form for run-
ning or climbing. Instead, she showed how lakeside
development would have suited both sexes and encourag-
ed the invention of speech.

I wish to suggest quite simply that if we are concerned
with ‘a person’s natural right’, we should never forget that
at some time that person was very small, quite unable
to capture animals or cultivate the soil, and neither had,
nor asked for, anything more than his or her mother’s
milk and attention. Warmth, clothing and so on depend
on climate; the first concerns are love and nourishment.

Children need their mothers

The core of my argument lies in the concluding paragraph
from Love and Hate by 1. Eibl-Eibesfeldt, Director of the
Human Ethology section of the Max Planck Institute, and
hence a successor to Lorenz and Tinbergen:

The means of bonding have always remained fundamen-
tally the same and they are in origin essentially derived
from the behaviour patterns that bind mother and child.
The mother-child relationship was historically — and still
is in the development of the individual — the nucleus of
crystallisation of all social life ... It is innate to us. From
the personal mother-child relationship we evolve the
‘basic trust’ from which our fundamental attitude of
sociability then evolves and hence a general commit-
ment. For these reasons, attempts to prevent the growth
of such family ties are highly questionable. What has to
be done is to strengthen our trust in our fellow men who
are not known to us and this starts in the family. Only
in this way do we evolve that social responsibility which
is a prerequisite for a peaceful communal existence and
indeed for our future existence as a species.?

“Our future existence as a species’’. The penalty for er-
ror could not be clearer. Yet the market economy as we
know it, and the partly-planned effects of the conditional
support that is (in some systems) designed to fill the gaps,
combine to prevent the development of the mother-child
relationship judged essential by Eibl-Eibesfeldt.

By the way, I'm frequently in trouble with my Green col-
leagues — male and female — for talking about mothers
when they would prefer me to talk about parents. They
say that fathers must — for their own sakes and for the
sakes of their children — share equally the child-rearing
and house-keeping roles. To which I reply that there
would be a great advance in civilisation if this should
become the general custom — and indeed BI may steer
us in that direction — but there is a long way to go yet.

Child poverty

In the meantime, is there any need to cite figures to show
that the present market system tends to separate mothers
from their children — or else relegate both to poverty?
The nature of the market is to get work done for less
money. In the United States women who work full-time
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earn only 66 cents to the man’s dollar — the higher they
advance, the larger the wage gap. In one US survey, in
reply to the question who suffers most when women
combine marriage and a family with a successful career,
429 sald it was the children. And if the marriage goes,
women and their children were estimated to suffer a 72%
drop in their living standards.

In Britain lone-parent families are reported to be the
poorest group. In my own country, Ireland, where there
is no divorce, only 13% of maintenance orders are fully
paid up, and the sums awarded for maintenance are
pitifully small. Moreover there is more to this than the
mere feminisation of poverty.

My purpose is to underline the privation of children, who
are penalised by the market whether their mothers are
relative winners or losers. Those divorced women whose
incomes drop by 72% may have more time to attend to
their children, but that they are cheerful and relaxed
seems unlikely. If the child is to develop ‘basic trust’
through its relationship with its mother, it is surely re-
quired that the mother herself should feel sufficient
security in her own ability to provide for the child —
whether on her own or jointly with the father. Those who
have considered Basic Income recognise that an uncon-
ditional, individual grant is the most practical solution.

Development needs of very young
children

On its own, ‘basic trust’ is not enough. During this cen-
tury there has been increasing research into the personal
and cognitive development of very young children. The
contribution of Dr Maria Montessori to this research is
well known. And there are many others. For example,
in the sixties Professor J. McVicar of Illinois University
argued that very early cognitive encouragement by
mothers was the only way out of the cycle of poverty.
In the seventies, the Harvard Pre-School project reported
that the most significant element in a child’s development
was the responsiveness of the carer — generally the
mother — between the ages of 10 months and 18 months.

From an especially pleasing project organised by Barbara
Tizard (Professor of Education at the University of Lon-
don), we see unselected, very modesly educated mothers
showing a high degree of spontaneous competence.
Tizard’s project taped and compared long periods of con-
versation between four-year-old girls at home and in
nursery school:

We realised how much they revealed the young
child as a persistent and logical thinker. These
were not the illogical and whimsical characters
suggested by, for example, the theories of Jean
Piaget; they were powerful and determined
thinkers in their own right. Their limitations
seemed to be due far more to lack of knowledge
and faulty assumptions than to any childish il-
logicality.

When we came to analyse the conversations bet-
ween these same children and their nursery
teachers, we could not avoid being disappointed.
The children were certainly happy at school, for

much of their time absorbed in play ... The
richness, depth and variety which characterised
the home conversations were sadly missing. So
was the sense of intellectual struggle, and of the
real attempts to communicate being made on
both sides.

(Introduction to: Young Children Learning, Talk-
ing and Thinking, at Home and at School, Bar-
bara Tizard and Martin Hughes, Fontana
Paperback, 1984.)

A more famous name is that of Dr Benjamin Spock,
author of Baby and Child Care, and now aged 87. Inter-
viewed last July, he said that if mothers understood the
importance of a child’s first few years, they would maybe
postpone going to work until their children were a bit
older.

The effects of advertising

I have laid the blame for increasing separation of mothers
from young children on the market, as we know it. Liv-
ing costs combine to require two incomes for what, by
current standards, is quite a modest family life style. Cur-
rent standards, of course, are not unrelated to advertis-
ing, nor is advertising something quite distinct from the
market.

Passing through Paris, [ bought a magazine called Enfants.
Splashed across the cover was the headlilne: Creches. Les
bebes en colere. But reading it I found no mention of how
the babies were feeling — it was the mothers who were
angry, because of the lack of state-provided child care.
So I counted the pages in that magazine, of which there
were 178 in all, with 106 devoted to glossy adver-
tisements, and most of the rest encouraging readers to
buy something,

No life for a baby

Until the advent of modern contraceptive techniques, the
hidden hand of the Market discarded babies as exter-
nalities whenever ‘hands’ were not urgently required —
a fact correctly recognised by Malthus. Take Florence as
an example. At the time of Lorenzo de Medici, when the
Market would seem to have been functioning especially
well, the famous foundling hospital of Santa Maria degli
Innocenti was accepting 900 babies each year. It had been
built in 1445. At about that time, in another foundling
hospital (Santa Maria de San Gallo), only 32% of babies
survived until the age of five. Move on to the early nine-
teenth century, and we still find that 43% of all baptis-
ed babies in Florence were abandoned.

Florence was no exception. In a recently published book,
The Kindness of Strangers, James Boswell recounts how
children were abandoned from late antiquity to the
Renaissance.* Foundling hospitals were not set up to
solve the problem of babies born to unmarried mothers.
It seems that the custom of exposing unaffordable
children continued from classical times for several cen-
turies: the babies were left in public places, where there
was a reasonable possibility that they would be taken to
be brought up as slaves, or even adopted. Later the
monasteries and convents became available as
repositories, until gradually these found themselves with
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too high a proportion of monks and nuns who had not
chosen to enter — having been simply left on the
doorstep — a problem that did not arise in foundling
hospitals.

Now all has changed. Infertile couples search in vain for
babies to adopt. Despite unemployment, there are
forecasts of future labour shortages, especially of skill-
ed labour. With all the knowledge that has been ac-
cumulated about early development, one would suppose
that the community would make every effort to provide
existing babies with what they need. Instead of gather-
ing them into créches and nurseries, they would concen-
trate on the welfare of the parent-child unit.

But not a bit of it! It is enough to be out and about at
seven in the morning and meet mothers wheeling their
babies to be minded while mother works at something
else to be convinced that our system is disastrously
wrong. Baby has had to be roused from sleep, be chang-
ed and dressed and fed in a hurry — to be collected at
some time or other by a tired mother who then has to
organise everything for the following morning’s rush, as
well as look after her husband.

This is no life for a baby.

Babies are enjoyable

A Basic Income paid unconditionally to every member
of society would banish the need for such excursions. It
would also, as Keith Roberts has explained®, make possi-
ble a genuine market economy. One reason it is not
available is that politicians, bankers, philosophers,
economists fail to recognise that babies are people — with
a natural right to their mother’s company.

I also suspect that lurking somewhere there is a fear of
allowing women to become too independent. Unfor-
tunately, as in that French magazine, women who claim
to be campaigning on behalf of women are the very ones
who frequently demand more (subsidised) child care.
They, too, are forgetting that babies are people — peo-
ple who prefer their own mothers. Galbraith has well said
that, since the supply of servants dried up, middle class
wives have been enlisted as surrogate servants. The
women who campaign for créches want servants; they
want minders to take on the work of child care. But who
will liberate the minders? In the U.S. they are paid less
than car park attendants. The mothers claim that an hour
or so of ‘quality time’ is an adequate maternal contribu-
tion, but some of the best quality time is that spent lear-
ning by watching or sharing in adult work, while the right
moments for instruction are unpredictable.

To me it seems clear that with Bi young people would
feel a new confidence in themselves as independent
citizens, without the need to rush into parenthood, to
capture a partner, or to prove that they are grown up.
Within marriage a woman with her own income need
never feel the shock of dependence. Cooperation in child
care, between parents and between families, would be
made very much easier than it is now.

This might be welcomed even by the mothers who de-
mand creches. Many work because they need money and

don’t know of an alternative. A paper from Finland,
presented at the BIEN conference in Florence, mention-
ed a desperate shortage of recruits for the ‘caring pro-
fessions’. When the mothers were given the option of an
allowance instead of free child care, 60% chose that op-
tion. Babies are, after all, enjoyable.

Maire Mullarney is a free-lance journalist and writer,
and mother of eleven children. Her published books in-
clude: Anything School Can Do, You Can Do Better
(Arlen House and Marion Boyars, 1983, reprinted in
Fontana paperback), and Early Reading (Poolbeg, 1990).
She is a founder member of Reform (against corporal
punishment in school); the Irish Family Planning
Association; Language Freedom Movement; Esperanto-
Asocio de Irlando; and the Irish Green Party, Comhaon-
tas Glas. She joined BIRG at one of its first meetings.
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BIRG forthcoming
events 1991

ANNUAL CONFERENCE

Friday 12th July, 10.30am — 4.30 pm, one-day conference
at TOYNBEE HALL, 28 Commercial Street, London E1.
Further details will be circulated to BIRG members. Or
please contact BIRG direct at:

102 Pepys Road, London SE1 5SG
Telephone: 071-639 9838

BIRG NORTH-WEST

Saturday 27th April, 9.30am — 12.30pm, workshop at
Wythenshawe Friends’ Meeting House in Manchester, to
discuss BIRG NORTH-WEST activities during 1991.

Saturday 26th October, as above the review progress.

DIOCESE OF SHREWSBURY

Saturday 16th March, JUSTICE AND PEACE conference
at St Thomaas More School in Crewe will include a talk
by Kevin Donnelly on the Theological Justification for
Basic Income.

BIRG Subscriptions

If you would like to become a BIRG SUBSCRIBER, or to
buy individual copies of the BIRG BULLETIN, or need
further information, please contact:

Malcolm Torry

The Basic Income Research Group

102 Pepys Road

London SE14 58G

(Telephone 071-639-3838)

Annual Subscriptions during 1991 are:—

7 Individual §12 O Institution §18 [ Unwaged $6
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