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PREFACE

There is no shortage of debate about the desirability and feasibility of the
State paying to every citizen an unconditional regular income. Whether we
call it a Basic Income, a Citizen’s Income, or a Universal Basic Income,’
increasing numbers of individuals, think tanks, and governments are tak-
ing the idea seriously. Successful pilot projects have taken place in Namibia
and India?; Iran has found itself with something like a Citizen’s Income?;
and Switzerland is soon to hold a referendum on whether to establish a
Citizen’s Income.* In the UK significant think tanks across the political
spectrum are conducting their own research on the idea,® and at the 2015
General Election the Green Party had a proposal to plan for a Citizen’s
Income in its manifesto.®

It is essential that the increasingly widespread debate should be well
informed. There is already a massive Citizen’s Income literature—newspaper
and journal articles, website articles, introductions to the subject, reports
on pilot projects, and surveys of the state of the debate in different coun-
tries and around the world’—and the debate is already well informed by
detailed studies of aspects of feasibility;® but so far we have been lacking a
full-length study of a Citizen’s Income’s feasibility. This book seeks to fill
that gap.

Citizen’s Income is a global issue. Thirty years ago, the Basic Income
European Network (BIEN) brought together individuals from a variety
of European countries in which the Citizen’s Income proposal was being
discussed. By the turn of the millennium, it was clear that the movement
was becoming global rather than European, so BIEN became BIEN—the
Basic Income Earth Network: a rather clumsy name, but nobody wanted
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to lose the acronym.’ This book is designed for that global debate. The
main body of each chapter is therefore a general discussion of a particular
aspect of a Citizen’s Income’s feasibility. This general discussion will apply
in any country'® and in any social and economic context. Each chapter also
contains a case study which applies the general points made in the body of
the chapter to a particular country’s situation. While the case studies are
necessarily about particular situations, it is hoped that readers will be able
to adapt them to their own situations, both in broad outline and in detail.
Most of the case studies relate to the UK for three reasons: because that
is the situation that I know best; because readers might find it helpful to
get to know one particular situation well in order to understand how dif-
ferent feasibilities might relate to each other in practice; and because the
UK’s current tax and benefits system contains all of the elements that are
likely to be found in other country’s systems. It would be a pleasure to see
similar detailed case studies written for other countries.

I hope that this book will be useful to governments, think tanks, public
servants, and others who are thinking about how their countries’ tax and
benefits systems might better serve a fast-changing world, and who are
wondering whether the Citizen’s Income proposal that so many people are
talking about might be feasible. I also hope that the book will contribute
usefully to the existing academic debate on Citizen’s Income’s desirability
and feasibility, and to public education about an idea that is now regularly
in the news; and that it will stimulate a major international research effort
on the desirability and feasibility of Citizen’s Income.

London, UK Malcolm Torry
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(Tax and benefits names will be capitalized where they are the names
of particular benefits—for instance, the UK’s Jobseeker’s Allowance, or
the USA’s Earned Income Tax Credit. Generic types will not be capital-
ized. So ‘income tax’ means any tax on income, whereas in a UK context
‘Income Tax’ means the UK’s Income Tax along with its rates, thresholds,
and regulations. Technical terms such as Tax Credit and Negative Income
Tax might also be capitalized in order to emphasize that these mecha-
nisms have clear technical definitions. Quotation marks around a national
benefit’s name carry the suggestion that the name does not represent the
reality; so in the UK, ‘Working Tax Credit’ is a means-tested benefit and
not a Tax Credit.)

CITIZEN’S INCOME

A Citizen’s Income is an unconditional, nonwithdrawable income paid
automatically to every individual as a right of citizenship.

¢ ‘Unconditional” means that the level of the Citizen’s Income would vary
with someone’s age, but there would be no other conditions; so every-
one of the same age would receive the same Citizen’s Income, whatever
their employment status, whatever their family structure, whatever their
housing status, and whatever their other income or wealth.

e ‘Automatic’ means that every individual’s Citizen’s Income would
be paid weekly or monthly, would start at birth, and would stop
when they died.

vii
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e ‘Nonwithdrawable’ means that if someone’s carned income rose,
or their wealth increased, then their Citizen’s Income would not
change.

e ‘Individual’ means that Citizen’s Incomes would be paid to individu-
als, and not to couples or households.

e ‘As a right of citizenship’ means that everybody legally resident in
the country would receive a Citizen’s Income.'?

The word ‘universal’ is sometimes added to the definition: ‘a universal,
unconditional ...” and so on, but this is not necessary as the income’s
unconditionality, its nonwithdrawability, and its payment as a right of
citizenship between them imply universality.

A Citizen’s Income is sometimes called a Basic Income or a Universal
Basic Income. Sometimes the words ‘guarantee’ and ‘minimum’ are used
to describe a Citizen’s Income. We shall not use these words in this book
because in the UK and some other countries, the words ‘guarantee’ and
‘minimum’ have been used to denote means-tested benefits.

Cr112EN’s INCOME, CITIZEN’S INCOMES, A CITIZEN’S INCOME

The ways in which these different expressions are used are somewhat fluid.

‘Citizen’s Income’, without an article, generally means the idea itself:
that is, the proposal that every individual should be paid an unconditional
and nonwithdrawable income.

The addition of an indefinite article introduces an ambiguity. ‘A
Citizen’s Income’ can mean the same as ‘Citizen’s Income’: that is, the
idea itself. The following two sentences therefore mean the same thing:
‘Citizen’s Income is a brilliant idea’, ‘A Citizen’s Income is a brilliant
idea.” When preceded by an indefinite article, ‘a Citizen’s Income’ might
also refer to a particular or generic individual’s Citizen’s Income: ‘If a
working age adult were to be paid a Citizen’s Income then they would be
more likely to seek employment.’

If a possessive pronoun precedes ‘Citizen’s Income’, then the reference
will be to a particular or generic individual’s Citizen’s Income: ‘Where
means-tested benefits remain in place, her Citizen’s Income will be taken
into account when they are calculated.’

‘Citizen’s Incomes’ in the plural will always refer to the incomes paid
to a group of individuals: ‘Young people would be paid Citizen’s Incomes
rather than being given personal tax allowances.” Because all of their
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Citizen’s Incomes would be the same, it would also be correct to say:
‘Young people would be paid a Citizen’s Income rather than being given
personal tax allowances.’

CITIZEN’S INCOME SCHEME

A Citizen’s Income is an unconditional, nonwithdrawable income paid to
every individual as a right of citizenship. This definition never changes.

A Citizen’s Income scheme is constituted by Citizen’s Incomes (with
rates specified for defined age groups) and by the means of funding the
Citizen’s Incomes, for instance, specified changes to existing tax and ben-
efits regulations, descriptions of new taxes, or proposals for permanent
fund dividends or for money creation.

UNIVERSAL BENEFITS

This term always means ‘universal within constraints’. For instance: a
‘universal” benefit within a particular country means a benefit received
by everyone within that country; and a ‘universal child benefit’ means a
benefit received by every child. We call the UK’s Winter Fuel Allowance
universal because it goes to every citizen who receives a State pension.
‘Universal” usually connotes unconditionality, so the UK’s Child Benefit
and its Winter Fuel Allowance are unconditional. The connection between
universality and unconditionality is that if a benefit is unconditional, then
there can be no conditions that would cause someone who did not fulfil
them to cease to receive the benefit.

Tax CreDIT AND NEGATIVE INCOME TAx

A Tax Credit is an amount of money ascribed to an individual and admin-
istered either by the government or by their employer. If earnings are
below a defined threshold, then a proportion of the Tax Credit is paid to
them, with the proportion depending upon the difference between the
threshold and the wage received. If earnings are at the threshold, then
no Tax Credit is paid to the employee and no tax is collected. If earnings
are above the threshold, then no Tax Credit is paid to the employee and
income tax is collected from them. The rate at which the Credit is with-
drawn as wages rise below the threshold might be the same as the income
tax rate, or it might be different.
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A Negative Income Tax is the same as a Tax Credit except that the
specification is different. Instead of a defined Tax Credit being ascribed,
tax rates are defined. If wages fall below the threshold, then a payment is
made equal to the tax rate multiplied by the difference between the wage
received and the threshold (hence negative income tax). Above the thresh-
old, income tax is charged. The rates above and below might be the same,
or they might be different.

Further discussion of Tax Credits and Negative Income Tax can be
found in Chap. 6.

SocIAL INSURANCE, OR CONTRIBUTORY, BENEFITS

In many countries, employees and self-employed individuals pay social
insurance contributions, generally in proportion to earned income. Social
insurance benefits are paid if a contingency arises—such as retirement,
sickness, maternity, or unemployment—and if the defined contribution
conditions have been fulfilled. The benefits might be genuinely ‘insurance’
benefits if contributions are paid into a dedicated fund and if the amounts
and durations of benefits are based on actuarial calculations. If there is no
dedicated fund, if contributions are credited when no contributions have
been paid (for instance, when an individual is caring for young children
or is ill), and if benefit levels and durations are not based on actuarial
calculations, then the benefits might still be called ‘insurance’ benefits,
but they ought not to be. They might or might not legitimately be called
‘contributory’ benefits.

MEANS-TESTED BENEFITS

Means-tested benefits are paid on the basis of a calculation of a house-
hold’s needs and the means that it has available to meet them. Calculations
generally begin with an element for each household member for living
costs. Separate amounts for housing and /or heating costs might be added
based on actual expenditure. Defined proportions of any earnings and /or
income from savings will then be deducted, and the resulting figure will
then be paid to a member of the household. Additional tests might be
applied, and in particular ‘work tests’, which require working-age adults
to prove that they are seeking or preparing for employment; and because
the household is the basis of the benefit calculation, there will generally be
a relationship or cohabitation test to determine who is living with whom.
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MARGINAL DEDUCTION RATE

If someone is earning £x and they earn an extra £1, then income tax will be
deducted from that £1, social insurance contributions might be deducted
from the £1, and if they are receiving means-tested benefits then these will
be withdrawn from the extra £1 according to a defined taper. The total
withdrawal rate applied to the extra £1 is the ‘marginal deduction rate’
because it is on additional income, not on total income.

UK BENEFITS'?

Because many of the case studies in this book are based on the UK’s ben-
efits system, it might help readers to be aware of the names of some of the
benefits available in the UK.

There are a number of contributory benefits, for instance, Contribution-
based Jobseeker’s Allowance (for the unemployed), Contributory
Employment and Support Allowance (for people who are sick or dis-
abled), and Basic State Pension. The first two are time-limited. If these
benefits expire, or they are not enough to live on, then the household can
claim means-tested benefits.

Means-tested benefits are available both in and out of employment.
Working Tax Credits and Child Tax Credits are means-tested benefits
paid to households with an adult in employment of at least sixteen hours
a week. Income-based Jobseeker’s Allowance is paid to someone unem-
ployed, and Income Support to someone not expected to seek employ-
ment (e.g., the lone mother of very young children). Income-related
Employment Support Allowance is paid to people with disabilities or an
illness, and is meant to help them into employment. Pension Credit is a
means-tested pension top-up; Housing Benefit is a locally administered
means-tested benefit to help with housing costs; and Council Tax Support
is a locally regulated and administered benefit to help with local Council
Tax. The new ‘Universal Credit’ (which is neither universal nor a credit) is
slowly replacing many of these means-tested benefits.

Some benefits are not contributory and not means-tested, for instance,
Child Benefit, Winter Fuel Allowance for people receiving a State pension,
and Disability Living Allowance to help with the costs of disability.






THE STRUCTURE OF THE BOOK

The book opens with a chapter that defines a Citizen’s Income and then
discusses its desirability. The rest of the book, from Chap. 2 onwards, is
on the feasibility of Citizen’s Income—or rather, feasibilities, in the plural.
Much of the content follows a conceptual structure formulated and dis-
cussed in two articles by De Wispelaere and Stirton and a chapter by De
Wispelacre and Noguera.!* Chapter 2 introduces the different kinds of
feasibility; Chaps. 3 and 4 discuss two different kinds of financial feasi-
bility; Chap. 5 discusses psychological feasibility, Chap. 6 administrative
feasibility, Chap. 7 behavioural feasibility, Chap. 8 political feasibility, and
Chap. 9 policy process feasibility. Chapter 10 asks how conclusions that we
have drawn about feasibility might relate to implementation, and it asks
whether the world really works in the way that previous chapters suggest
that it does.
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CHAPTER 1

Is a Citizen’s Income Desirable?

1.1 INTRODUCTION

A Citizen’s Income is easy to define—which is itself a desirable characteris-
tic. It is an unconditional, nonwithdrawable income paid automatically to
every individual as a right of citizenship. Its amount would vary with age,
but not in relation to any other conditions; it would be paid automati-
cally, normally once a week or once a month; it would not be withdrawn
as earnings, other income, or wealth, increased; it would be paid to each
individual, rather than to couples or households; and it would be received
by everyone legally resident.!

We shall begin with an obvious question: Why start a book on the
feasibility of Citizen’s Income with a chapter on its desirability? Because
if it would not be desirable to establish a Citizen’s Income, then I prob-
ably ought not to be troubling Palgrave Macmillan to publish this book,
and my readers ought not to be troubling themselves to read it. There
are plenty of feasible policies that are not desirable. The abolition of a
publicly funded police service would be feasible, but it would not be desir-
able; the repeal of all laws relating to contracts would be feasible, but it
would not be desirable; and an income tax rate of 100% would be fea-
sible, but not many people would think it desirable. These policies would
be feasible in theory in the sense that it might be possible for a govern-
ment to carry them out. They would not be feasible in a democracy in
practice because any government that carried them out would become
unelectable and would therefore not implement them in the first place;
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and in a dictatorship, they might not be feasible in practice because they
would cause unmanageable civil unrest.

Here we have already come across one of the complexities with which
we shall have to cope throughout this book: feasibility and desirability are
interrelated. For a policy to be feasible in anything like the normal public
sense of the word, it will need a majority of the population to regard it as
potentially desirable; and to be thought desirable, a policy will need to be
feasible. This is as true of the detail as it is of the generality. For instance,
in Chap. 6, we shall discuss the administrative feasibility of a Citizen’s
Income. If it were to prove infeasible to administer a Citizen’s Income,
then we would not think the proposal to be desirable; and the fact that it
would be easy to administer a Citizen’s Income scheme is one of its most
desirable characteristics.

However, because it would be possible for a Citizen’s Income to be
feasible without it being desirable, the question of its desirability is a real
one. The only way to answer that question will be to discover Citizen’s
Income’s characteristics and effects, to ask ourselves which are desirable
and which are not, and to see if it might then be possible to come to an
overall decision about desirability, although, here again, we shall encoun-
ter a problem. When we ask whether a social policy’s effects are desirable,
we might be asking an absolute question, or we might be asking a rela-
tive one: that is, it might be desirable because all of its characteristics and
effects are intrinsically desirable, or it might be desirable because in some
ways it is more desirable than another policy option. To take an example
from another social policy field: An impartial police service is a public
good, and it is the kind of public good that it would be both infeasible and
undesirable for private individuals or corporations to fund. This means
that if we were to ask about the desirability of a publicly funded police ser-
vice, we would not be comparing a publicly funded service with another
viable option. We would in fact be asking about the desirability of a police
service. But when we come to a country’s tax and benefits systems, we are
generally looking at a variety of options rather than only one. If the choice
is between unconditional benefits and conditional benefits, then either we
shall have to say that both would be desirable, or we shall have to decide
that one is more desirable than the other. A policy’s desirability would
therefore be relative to some other option.

Our task in this chapter will therefore be to study a variety of charac-
teristics and likely effects of a Citizen’s Income, to decide in the case of
each characteristic and likely effect whether it is either absolutely desirable
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or more desirable than the characteristics and effects of other viable policy
options, and at the end to come to a view as to whether a Citizen’s Income
would be generally desirable.

The final thing to say in this introduction is that in this book on fea-
sibility, we can only give one chapter to the question of desirability. The
desirability of Citizen’s Income is a multifaceted question, and to deal in
sufficient depth with each of its aspects would not be possible. There are
other books available that do that.?

1.2 CONTESTED DESIRABILITIES

1.2.1  The Poverty and Unemployment Traps

All developed countries have social security benefits systems of some kind,
and many developing countries are creating them. Any one of us might fall
on hard times, and if all else fails, then we want a safety net to be available.
Only the State can provide a safety net of last resort, so in a democracy,
the government will be unable to resist providing such a safety net; and
even in undemocratic countries, there will be sufficient public pressure
to ensure that some provision is made. Provision might be made by way
of compulsory social insurance, with individuals having to pay insurance
premiums in order to be protected from a variety of contingencies such
as old age, sickness, or unemployment; it might be by way of tax-funded
means-tested benefits; or it might be by way of universal benefits—that is,
benefits paid to everyone to ensure that everyone is covered, with those
who would otherwise manage without them paying more in income tax
than they receive in universal benefits.

Unfortunately, what might seem the obvious way of achieving a policy
goal might also have unintended consequences. It might at first sight seem
sensible to keep control of public expenditure by means-testing benefits.
Somebody might be receiving an income from the government because
they are not in employment, are sick or disabled, are caring for young
children, or are in work and not earning enough to live on. If they then
started to earn an income, or their earned income rose, then the govern-
ment might decide that they no longer needed as much from the public
purse and so reduced the level of benefits received. This might appear to
be a desirable way to manage a benefits system. However, if someone is
in low-paid employment, and on means-tested benefits, and their earn-
ings then increase, they will find their benefits reduced and they might
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be little better oft. They might therefore have little incentive to increase
their earned income.? This unintended consequence* of means-testing is
the poverty trap. It keeps people poor. If, on the other hand, someone
has no employment and they are on means-tested benefits, then if they
find employment, their benefits will be reduced and they will experience
additional costs, such as fares to work. They might be no better off. They
are in the unemployment trap.®

If means-tested benefits were to be wholly or partially replaced by a
Citizen’s Income, then the effects of the poverty and unemployment traps
would be ameliorated because, by definition, someone’s Citizen’s Income
would not be reduced if they started to earn an income or their earn-
ings increased. If someone’s means-tested benefits were to be completely
replaced by a Citizen’s Income, then any additional income might be
taxed, but it would not result in benefits being withdrawn. There would
therefore be a far greater incentive to seek employment than if they were
receiving means-tested benefits, and there would be a greater incentive
to increase earnings by working longer hours or by seeking new skills. If
only some of someone’s means-tested benefits were to be replaced by a
Citizen’s Income, then they would still experience benefits withdrawal as
other income rose, but because they would be on less means-tested benefit
than if they were only on means-tested benefit, their other income would
have to rise by less than would previously have been the case before they
ceased to suffer benefit withdrawal.® In both cases, it would be easier for
individuals and households to climb out of poverty by increasing their
earned income.

A Citizen’s Income would not disincentivize employment, skills acqui-
sition, or seeking additional income, in the way that means-tested benefits
do, and it would more easily enable individuals and households to earn
their way out of poverty. In these respects, a Citizen’s Income is more
desirable than means-tested benefits.

Social insurance benefits are not the same as means-tested ones, but
in practice, they can result in similar effects. Social insurance or contribu-
tory benefits are generally time-limited (for instance, to a certain number
of months of unemployment or illness), and, once they have run out, an
application has to be made for means-tested benefits, at which point the
disincentives discussed above will apply. The amounts and lengths of pay-
ment of social insurance benefits generally depend on contribution records:
that is, the amounts that individuals have contributed. Some people might
have more ability to contribute than others; and it might be those who are
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less able to contribute who will be in most need of benefits, particularly
in today’s complex world of fluid employment patterns. Again, people
can find themselves on means-tested benefits. Because the amounts of
contributory social insurance benefits paid out are not calculated in rela-
tion to people’s needs, and means-tested benefits take needs into account,
individuals and households can find themselves on means-tested top-ups.
In order to solve these problems, some governments pretend that people
have made contributions when they have not, or the benefits paid out bear
little relation to amounts contributed—in which case the benefits have
ceased to be social insurance benefits and are on their way to becoming
universal ones. It might then be best if they were to complete that journey.

The above logical argument has shown that a Citizen’s Income could
set poorer households free from poverty, whereas means-tested benefits
dig them further into it,” so a Citizen’s Income simply must be more
desirable than either means-tested or contributory benefits, but that is
not how people necessarily feel about the situation. If an individual who
is earning an income is asked whether they think a Citizen’s Income or
means-tested benefits is the more desirable approach, then they might
argue as follows: ‘I wish to pay as little tax as possible, so I want public
expenditure to be as low as possible consistent with preventing anyone
from falling into destitution. If people are poor then they should receive
benefits from the government; but if they are not poor then they should
not.” To this individual, a Citizen’s Income will look less desirable than
means-tested benefits. Similarly, someone receiving means-tested benefits
might understand those benefits in the way in which they might under-
stand temporary financial assistance from family or friends. When in need,
they ask for help and receive it, and when they do not need help, they do
not ask for it because other people might need the money more than they
do. They might not always need to rely on benefits, and if they were to
find themselves able to get by without them, then they would not wish to
receive them because other people might need the money. These thought
processes rely on deeply embedded presuppositions about how social rela-
tionships function, and the fact that means-tested benefits cause poverty
and unemployment traps, and that a Citizen’s Income would not, does
not impinge on the ways in which people’s minds work in the real world.

Equally embedded in our thought patterns is the ‘less eligibility’ presup-
position: that an able-bodied unemployed adult is less eligible to receive
financial assistance from the State than are disabled people, elderly people,
and children. The UK has lived with this assumption since the Elizabethan
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Poor Law established ‘houses of correction’ for able-bodied men who
could not find work; and it has lived with the phrase ‘less eligibility’ since
the 1834 revision of the Poor Law.® The fact that someone might be
unemployed because the only factory in their town has just closed down
does not come into it. For any member of society that has lived with the
‘less eligibility’ presupposition for any length of time, the idea of provid-
ing an able-bodied adult with an income for doing nothing meets with
immediate rejection. It would not matter that a Citizen’s Income would
be a far more efficient way of ensuring that everyone had enough to live
on than any other method for doing it. What would matter would be
the prejudice that anyone unemployed should receive as little as possible,
should be made to suffer while receiving benefits, and that conditions of
receipt should be as difficult as possible to fulfil. The increasingly onerous
workfare and sanctions regimes now afflicting developed countries are the
modern ‘houses of correction’.’ A Citizen’s Income could not possibly
fulfil the same function as punitive means-tested benefits regulations, so in
many people’s minds, it will remain highly undesirable.

Can we continue to say that a Citizen’s Income is more desirable than
means-tested benefits when so many people think that it is not? The
answer to this question is: potentially, yes, but not before people experi-
ence a Citizen’s Income. This is a problem to which we shall return fairly
frequently in this book because it is also a question about feasibility. If
society in general understands Citizen’s Income to be less desirable than
means-tested benefits, and particularly if legislators feel the same way, then
it does not matter how deep the employment market disincentives and the
poverty and unemployment traps become, how useful a Citizen’s Income
would be in ameliorating them, or how possible it might be to fund a
Citizen’s Income: a Citizen’s Income will remain infeasible because it is
held to be undesirable.

1.2.2  Household Structuve

Because means-tested benefits are calculated on the basis of need, and
because needs are generally met within households, means-tested ben-
efits are usually calculated on the basis of the needs and the existing
resources of the household rather than on the basis of individual needs
and resources. This means that if someone who is unemployed is living
with someone in employment, any means-tested benefits will be reduced,
either by the amount of earnings coming into the household, or by a
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proportion of them, depending on how much the government wishes to
incentivize the employed person to continue to earn an income.'? Also,
because people living together reap economies of scale (one home rather
than two, one heating bill rather than two, etc.), the government pays less
in means-tested benefits to two people living together than it would have
paid in total to two individuals living separately. For these two reasons,
public servants need to know who is living with whom. I once adminis-
tered means-tested benefits for two years, and working out who was living
with whom required us to ask highly personal questions. Both staft and
claimants found this process demeaning.

Also, when means-tested benefits are paid, they are calculated on the
basis of the household, and they are paid to one member of the household.
This means that in a cohabiting couple, one member of the couple has to
know the financial details of the other in order to make the claim, and
one member of the couple might end up with control of the household’s
benefits income.!'! In Germany, married couples are assessed together for
income tax; in the UK, the two individuals are assessed separately; and in
the Republic of Ireland, married couples have the choice. Where income
tax is assessed on the basis of the individual, although members of a couple
might choose to share their financial details with each other, there is no
requirement for them to do so. If two members of a couple are earning
incomes, and they are not on means-tested benefits, then they can main-
tain areas of financial independence from each other, and they can both
have an equal stake in financial decision-making. These options might not
be available to the couple on means-tested benefits.

Perhaps even more problematic is the way in which a cohabitation
rule discourages the formation of permanent relationships. Someone on
means-tested benefits might think twice before moving in with someone
earning a wage, or with someone on benefits, because they would risk
losing their independent income. Such effects are necessarily unquan-
tifiable, but the fact that the disincentive exists at all is surely a serious
problem.!?

None of this applies to contributory benefits, which are based on indi-
vidual contribution records, but these are generally of limited duration;
and it does not apply to universal benefits, such as the unconditional
child benefits and pensions that some countries pay. It would not apply to
Citizen’s Income, which would be paid to individuals and not to house-
holds, and which would never be affected by who was living with whom,
by who moved in with whom, by a partner’s earnings, or by anything else.
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It might appear obvious that the way in which Citizen’s Income treats
households would be far preferable to the way in which means-tested ben-
efits treat them. Couples would keep the economies of scale that they
generate by living together; nobody would need to divulge personal infor-
mation to public servants; and the earned income of one member of a
couple would not affect the level of their own Citizen’s Income or that of
their partner. People currently on means-tested benefits would therefore
find a shift towards Citizen’s Incomes highly desirable. However, people
not receiving means-tested benefits could conceivably see the situation
rather differently. If I were not receiving means-tested benefits, then I
might want the government to harvest the economies of scale generated
by people living together so that less tax revenue needed to be collected,
and I might want benefits calculations to take into account household
earnings and not just the earnings of the individual claimant, again so that
less means-tested benefits needed to be paid out. It is therefore possible
that a majority could think means-tested benefits to be more desirable
than unconditional ones.

1.2.3  Stigma

Because of the casework approach required by means-tested benefits,
because street-level bureaucrats have to enquire into the intimate details
of people’s lives,'? and because means-tested benefits are paid to the poor
and not to those who are not poor, means-tested benefits carry consider-
able stigma.'* Where benefits are paid as food stamps, or the use to which
benefits income can be put is controlled in some other way, the stigma is
increased, because such burcaucratic control is a statement that someone
is incapable of managing their money. It might be objected that employ-
ment remuneration is sometimes partially paid in non-cash ways, but if it
is, then it is generally to avoid income tax, and not because the employer
thinks that the employee is feckless.

Because a Citizen’s Income would be paid to everyone, in cash, and
because nobody would need to ask recipients anything about anything,
there would be absolutely no stigma attached to it. This would suggest
that Citizen’s Income would be more desirable than means-tested benefits.
Individuals and households suffering the stigma attached to means-tested
benefits would certainly understand Citizen’s Income as more desir-
able than means-tested benefits, but that does not mean that everybody
else would. While they might not wish to admit it, people not receiving
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means-tested benefits could be perfectly happy for people receiving them
to experience stigma as an incentive to get off them.

1.2.4  Differential Desivabilities

The situation would appear to be this: Individuals and households receiv-
ing means-tested benefits would be likely to see the implementation of
a Citizen’s Income scheme as highly desirable because it would grant to
each individual an unconditional and nonwithdrawable income and would
abolish or reduce means-tested benefits. However, as we have seen, many
members of society might think means-tested benefits to be more desir-
able than Citizen’s Income. A few people who were not receiving means-
tested benefits, but who had either administered them, or could see the
damage that they do, might see Citizen’s Income as a desirable replace-
ment for means-tested benefits.

On the basis of the argument so far, are we able to say that Citizen’s
Income is simply desirable? No.

1.3 UNCONTESTED DESIRABILITIES?

1.3.1  Ewvors, Fraud, and Administrative Costs

Social insurance or contributory benefits require the government to keep
records of who has contributed what, and to pay benefits on the basis of
contribution records. Administrative costs appear to be quite low, until
the costs to the employers, or in some countries to independent societies
and trades unions, are taken into account. Few errors are made in relation
either to contribution records or to the payment of benefits. Fraud is a pos-
sibility, because somebody might have lost their job, declared themselves
to be unemployed, and then started working in the informal economy; or
a doctor might have declared them to be sick and they might be working
on their brother’s building site and receiving sickness benefit: but fraud
levels will typically be quite low, particularly for contributory pensions.
Error rates for means-tested benefits are higher, and fraud levels like-
wise. Calculations are generally quite complicated because they have
to take into account complicated household relationships, complex
household financial needs, complex household employment patterns and
incomes, and frequent changes in circumstances. Errors can be gener-
ated by claimant mistakes, administrative mistakes, or both. Means-tested
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benefits claimants can pretend not to be living with someone when they
are, they can pretend not to have income that they do have, they can
pretend to be paying housing costs that they do not have, they can fail to
report changes in circumstances, or they can pretend to have more than
one identity. Fraud levels can be high.!®

The amount of Citizen’s Income that someone would receive would
depend on their age and on nothing else. Contributory pensions and uni-
versal and unconditional child benefits experience almost no errors and
almost no fraud, and similarly Citizen’s Income would attract almost no
errors and no fraud.

It costs a lot of money to administer means-tested benefits because
everyone’s benefits have to be separately calculated and frequent recalcula-
tions are required. Household structures need to be researched, earnings
and rent levels need to be checked, and every change in circumstances,
however minor, can result in recalculation of benefits. Social insurance
benefits are easier and cheaper to calculate, and universal unconditional
benefits are the cheapest of all. A Citizen’s Income would start at an indi-
vidual’s birth, it would adjust automatically with their age, and it would
cease at their death. Only if Citizen’s Incomes were paid to adults who had
not received them as children would new identity checks be required. A
government agency to keep track of each individual’s contact details and
bank account would be the only administration required.

In relation to errors, fraud, and administrative costs, it looks as if
Citizen’s Income would be unambiguously more desirable than means-
tested and contributory benefits. This is probably how most people would
see it. However, there is one significant group of people who would be
unlikely to see it that way: the public servants whose status and livelihoods
depend on the administrative effort required by means-tested benefits.
Public servants benefit from administrative complexity, from having to
correct errors, and from finding and prosecuting fraud. This is what quite
a lot of public servants are paid to do. It is what I was once paid to do. This
is not to criticize; it is simply to recognize that we are all self-interested
to some extent, and that if our livelihood and our sense of who we are in
society depend on the tasks that we undertake for our public employers,
then we are unlikely to want policy change to make those tasks redundant.
The heads of government departments are in a particularly significant
position. Their status, and sometimes their remuneration, might depend
on the size and responsibilities of their department. It is often the heads
of department that advise government ministers on how policy ought to
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change, as much by the way that they word options and by the research
results that they choose to provide as by explicit lobbying for a particular
policy. A head of department will think twice before recommending a
policy change that might reduce the size of their department, and will be
happy to agree to develop and implement a policy suggestion if it might
increase their department’s size and responsibilities. It is no surprise that
governments find it so hard to reduce administrative costs.

A Citizen’s Income, that would need only a small and simple com-
puter system and a small group of administrators for its administration,
could look rather less desirable than a tangled muddle of contributory and
means-tested benefits. Given that the group of individuals who would find
a Citizen’s Income less desirable than other kinds of benefits will have a
significant say in how benefits policy evolves, and that those many people
who might think a Citizen’s Income highly desirable (because it would
almost eliminate errors, fraud, and administrative costs) will have almost
no influence over how policy evolves, the fact that a few public servants
might not think Citizen’s Income to be desirable is considerably more
significant than the fact that a lot of people might think the proposal to
be highly desirable.

1.3.2  Social Cobhesion

Where benefits are either contributory or means-tested, some people will
receive them and some will not. People’s experiences will be different.
So, for instance, if low earners receive means-tested in-work benefits,
like the French Family Income Supplement!'® or the UK’s Working Tax
Credit,"” then they are subject to high withdrawal rates as earnings rise,
and to constant complex means-test calculations, whereas employees not
receiving these benefits experience lower withdrawal rates and no means
test. This difference in experience constitutes a social fracture. A variety
of other institutions can cause social fractures. In some countries, there
are two education systems: private and public. The UK’s private school
system offers smaller class sizes, but perhaps more importantly a set of
social relationships that can remain useful throughout someone’s career.
These are privileges not available to those educated in the public system.
It might not be entirely insignificant that institutions that cause social
fractures are frequently misnamed. In the UK| private schools are called
‘public schools’; even though they are as far from being public as it is pos-
sible to get; and the new means-tested benefit is called ‘Universal Credit’,
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although it is not universal and it is not a credit—which the USA’s Earned
Income Tax Credit is.'®

Sowould a Citizen’s Income contribute to social cohesion? Theoretically,
yes. Everybody would receive it, so everybody would have the same expe-
rience of it.!” However, the real world might not be so simple. In the UK,
Child Benefit is paid for every child. In September 2010, the govern-
ment announced that Child Benefit would be means-tested for the high-
est carners. The fact that this was never going to be possible?” is not the
point here. What is significant is that at the Conservative Party conference
at which the initiative was announced, a journalist went round the audi-
ence with a microphone to ask party members what they thought about
means-tested Child Benefit. ‘A good idea. The rich don’t need it” was the
unanimous response. What we were hearing was wealthier members of
society seeking ways to differentiate themselves from poorer members of
society, in much the same way as wealthier members of society differenti-
ate themselves from poorer members by sending their children to private
schools and by taking out private health insurance so that when they have
routine operations, they get their own room and do not have to share a
ward with everyone else. Nobody wants the extremes of incohesion that
create riots, but up to that point a lack of cohesion is entirely acceptable to
a substantial proportion of any society.

For someone currently receiving means-tested benefits—which label
them as poor—a Citizen’s Income would be highly desirable because it
would put them in the same category as the rich who would also be receiv-
ing it. From the point of view of the poor, increased social cohesion would
be an advantage. For the rich, increased social cohesion might look less
attractive, and any social policy that might increase it might look less than
desirable. In the UK, there used to be ‘One Nation’ Conservatives. Before
the 2015 General Election, the Labour Party took up the ‘One Nation’
slogan which the Conservatives had ceased to use. Inequality is increasing
everywhere, so there will be increasing numbers of people for whom social
cohesion does not look very attractive.

1.4 DESIRABILITIES FOR THE POWERFUL

So far, we do not appear to have discovered a single uncontested desir-
ability related to Citizen’s Income. We have recognized that for many
members of society, a Citizen’s Income might possess a number of desir-
abilities, but for others—and perhaps for those in the most powerful posi-
tions—the proposal might look entirely undesirable.
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So the question is this: Might there be aspects of Citizen’s Income
that would make it a desirable proposition for those people who might
currently not see it that way?

We have identified public servants as a group that would not view
Citizen’s Income as a desirable development. However, if it were to be
implemented in such a way that means-tested benefits remained in place,
and if it were to be implemented gradually, perhaps one single-year cohort
at a time, then during the long transition, the number of public servants
required would remain much the same, or would drop so slowly that no
individual career would be affected. Departmental heads might then see
Citizen’s Income as a desirable long-term project.

1.4.1  Stability in the Midst of Flexibility

The employment market is becoming increasingly ‘flexible’. Zero-hour
contracts, short contracts, and employers turning their employees into
subcontractors are all mechanisms to enable employers to have labour
available when they need it and not when they do not. A global market
in goods and services might be a useful way of increasing competition
and keeping prices down, but it also increases the cost pressures faced
by employers, and ensuring that human labour is used in the most effi-
cient way possible becomes ever more important if a firm is to survive.
Increasing automation across the different parts of the world’s economy
will continue to reduce the availability of low-skill and middle-skill jobs, so
none of these pressures is going to go away.?! The problem with increas-
ing flexibility and complexity in the labour market is that most people rely
on their earned income for financial stability.*? Yes, means-tested in-work
benefits do help, where they exist, but changes in earned income have to
be reported, administration of changes is often slow and inaccurate, and if
overpayments occur, then paying them back can be stressful. Such annual
top-ups as the USA’s Earned Income Tax Credit assume that household
carned incomes remain fairly constant, which is often far from the case.?

An important advantage of a Citizen’s Income would be that it would
never change, it would never need to be adjusted, and there would never
be underpayments to be fought over or overpayments to be paid back. It
would be a solid floor on which a household could build a financial strat-
egy. Zero-hour contracts (provided that they were not exclusive and not
onerous®*) would become useful elements in an overall strategy that might
include self-employment and part-time employment. Employment market
flexibility would no longer be the problem that it now is.>
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One of the difficulties facing employers in our current situation is that
for most of their employees the weekly or monthly wage provides the
foundation of their household’s financial strategy, so for most employees
only full-time employment is feasible. This is why most firms’ employment
strategies are built around the presupposition that full-time employment
is the norm, even if a different presupposition might better serve their
production methods or service provision. So most jobs are full-time, and
in a family with children, the norm is for one partner to be employed full-
time and the other full-time, part-time, or not at all, depending on the
family’s circumstances. A Citizen’s Income would make a broader range
of employment patterns possible for families because it would matter less
if earned income varied more.

Such a changed situation for households would be advantageous
for employers, who would no longer be so tied to a full-time employ-
ment norm, and would therefore be more able to recruit to more flex-
ible arrangements. Something like a classical market in employment
would emerge. This does not happen at the moment because there is
too much interfering with it. The fact that most households’ subsistence
needs require wages to reach a certain level puts an artificial floor under
wages; income tax provides upward pressure on wages and thus reduces
employment; and means-tested in-work benefits rise as wages and hours
fall, which will put some downward pressure on wages and will increase
employment, but because the amounts of benefit are unpredictable, the
wage effects will be unpredictable and workers will still tend to seek wages
that match subsistence needs. None of these mechanisms makes for an
efficient employment market, and so each one reduces firms’ efficiencies.
In the context of a flawed market, we need minimum wage legislation so
that employers that try to meet their employees’ subsistence needs do
not face unfair competition from those that pay less; and in this flawed
context, we need adequate means-tested in-work benefits to lift the dis-
posable incomes of families with high subsistence needs. Such benefits
are particularly important in cities with high living costs in which their
absence would denude the cities’ firms of the low- and semi-skilled work-
ers that they need. If every working-age adult were to receive a Citizen’s
Income, then no longer would a wage need to provide the whole of the
houschold’s subsistence income, and fewer households would be receiv-
ing means-tested benefits. The employment market would become a lot
more efficient. For desirable jobs—‘good jobs’—wages might fall because
there would be competition for the jobs and no longer would the wage
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need to provide the whole of a subsistence income; and for less desirable
jobs—*‘lousy jobs’—wages might have to rise in order to attract employ-
ees. An important outcome would be fewer lousy jobs and more good
ones.*

So here at last is an effect of Citizen’s Income that would be desir-
able for everyone, although for different reasons: but that need not be
an obstacle, and could be quite helpful. The wealthy—for whom some
aspects of Citizen’s Income might remain undesirable—might then come
to understand a few additional desirabilities: that a Citizen’s Income would
enable more people to start their own businesses, which would be good
for the economy; that a Citizen’s Income would encourage employees to
seek a job, or to seek new skills so that they could seek better jobs, thus
benefiting the economy; and that a Citizen’s Income would release public
servants from administering regulations that demean both claimants and
themselves and free them to spend their time on more useful activity.

1.5 CASE STUDIES

1.5.1 Mavrginal Deduction Rates in the UK

In the UK, someone on means-tested Working Tax Credit who earns an
extra £1 can find themselves paying additional Income Tax and National
Insurance Contributions (NICs) and having their Working Tax Credits,
Housing Benefit, and Council Tax Support reduced. They can end up just
4p better oft. They have suffered a marginal deduction rate of 96%. The
new Universal Credit, which is slowly replacing most other means-tested
benefits, will result in marginal deduction rates of around 73 %, which
means that the household will keep 27p of every extra £1 earned.?” This
will be an improvement, but whether it is an incentive to improve one’s
earned income is a complex question. Compare the situation of people on
means-tested benefits with the UK’s highest earners. The highest earners
pay just 2 % of additional income in NICs, compared to lower earners who
pay 12%; and the maximum Income Tax rate is 45 %. They are not hav-
ing means-tested benefits withdrawn, so their marginal deduction rate is
47 %. They keep 53p out of every extra £1 that they earn. With a Citizen’s
Income, as soon as they had escaped from means-tested benefits, lower
earning members of society would experience a marginal deduction rate of
32%. This would be on the right side of the 47 % that wealthier members
experience, and 96% is on the wrong side of it.
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1.5.2  Reform Proposals in the UK

In 1601, the Poor Law established local administrations to manage poor
relief: a tidying up of a wide diversity of existing local provisions. The
1834 revision established workhouses to replace the ‘out relief” provided
by the 1601 Act. During the early twentieth century, the government
implemented non-contributory pensions for poor older people who had
not received Poor Relief, and then contributory unemployment insurance;
and then during the 1930s depression, benefits subject to a draconian
means test were established to provide for families whose contributory
Unemployment Benefit had expired.?® William Beveridge’s report in
19422 and subsequent legislation, tidied existing State provisions and
numerous Friendly Society insurance schemes into a national scheme for
contributory benefits with means-tested top-ups, and for the first time
established an unconditional Family Allowance for the second and subse-
quent children in every family. The rediscovery of in-work poverty during
the 1960s led to the establishment of Family Income Supplement®—an
in-work means-tested benefit—and since then the story has been one of
renamings and tinkering.?!

Before Family Income Supplement was established, the government
gave thought to a system of Tax Credits (genuine ones: not what the UK
government now calls Tax Credits). Each employee working more than
a minimum number of hours would have been granted a credit. Earnings
below a threshold would have resulted in no Income Tax being paid and
in payment to the employee of a proportion of the Credit based on the
amount that earnings fell below the threshold. At the threshold, neither
Income Tax nor Tax Credit would have been payable. Above the thresh-
old, Income Tax would have been charged.?? If the Conservative govern-
ment had not lost the General Election in 1974, then the UK would have
found itself with a Tax Credit scheme. It would not have reduced the
number of public servants.

When Family Allowance was extended to the first child in every fam-
ily and became Child Benefit,** the number of public servants would not
have decreased.

During the Coalition government of 2010-2015, the Minister for
Pensions, Steven Webb, established a Single-Tier State Pension (STP):
an increase in the Basic State Pension to the income level to which the
current means-tested Pension Credit takes State pension recipients.®* This
is soon to be phased in. The STP will be paid in full to everyone with a
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thirty-year contributions record, and less will be paid to people with less
complete records. The STP will be introduced slowly enough for there to
be little reduction in means-tested Pension Credit in the medium term, so
in the medium term, there will be little if any reduction in the number of
public servants required to administer the State pension system. The STP
will be a useful step towards a Citizen’s Pension: an unconditional pension
for every legal resident. All that will be required is the abandonment of the
contributions record condition.

In 1942, Juliet Rhys Williams, a member of William Beveridge’s com-
mittee, made a counterproposal to his plan for a national scheme of con-
tributory and means-tested benefits. She proposed something that looks
very like a Citizen’s Income. It would have provided the same benefit
to every adult unconditionally (apart from the requirement that able-
bodied unemployed adults should accept any employment offered).
It would have raised employment incentives, would have reduced means-
testing, and would have improved married women’s status.*® In 1982,
Juliet Rhys Williams” son, Brandon Rhys Williams MP, made a similar
proposal to a parliamentary committee. The committee recommended
that the government should work on the proposal.’® A General Election
intervened, and nothing happened. And then in 1994, the Labour Party’s
Commission on Social Justice suggested that Citizen’s Income could be
important in a changing world and that it should remain an option.?”
When the Labour Party won the General Election in 1997, the idea was
not pursued.

Tax Credits would have happened, Child Benefit happened, and the
STP will happen. All of the implemented proposals have shared a number
of characteristics. They were developments of existing provisions; there
was some public understanding and approval of the proposals; they were
for identifiable groups of deserving individuals (and where they were not,
they imposed harsh conditions and sanctions); and each change required
additional public servants. The one proposal that has not been imple-
mented is Citizen’s Income. It would have been a development of the
existing universal and unconditional benefit for children, and also of the
UK’s universal healthcare provision free at the point of use, but a Citizen’s
Income would be for everyone, and not just for an identifiable group
of deserving individuals; and in spite of the many good arguments for
Citizen’s Income’s desirability, there has been little public understand-
ing and little public approval.®® Perhaps crucially, the establishment of the
Citizen’s Incomes envisaged by Juliet and Brandon Rhys Williams would
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have rapidly decreased the number of public servants required.® It is per-
haps no surprise that Citizen’s Income has not happened.

1.5.3  Reasons for Voting for Family Allowance

During the First World War, child allowances were paid to the wives of sol-
diers at the front, on the basis that it cost more to look after a larger family
than a smaller one. In 1924, Eleanor Rathbone published The Disinberited
Family, which made the same point.*® William Beveridge was converted to
the idea,*' and when during the Second World War he chaired a commit-
tee on the future of social insurance, he wrote child allowances into the
preface of the report as a presupposition on which the rest of the report
was based.*? In 1945, the Family Allowance Act was passed with all-party
support. Members of Parliament (MPs) had voted for the proposal from
diverse motives. Some were concerned about inflation picking up after
the war, and could see that Family Allowances would reduce the upward
pressure on wages that might result from the higher subsistence needs of
larger families; the unconditional nature of the payments was attractive to
those who wanted to avoid disincentives in the employment market; by
the end of the war, Trades Unions had more women members than they
had had before, so Trades Unions found themselves supporting Family
Allowance payments to children’s mothers; and the war had led to hope
for a post-war world less unequal than 1930s Britain, so payments that
would increase lower disposable incomes by a greater proportion than
they would increase higher incomes, and which would not be removed as
earnings increased, were attractive. Diverse motives were not a problem.*?

The UK found itself with an unconditional and nonwithdrawable
income for the second and subsequent children of every family because
two political activists**—Rathbone and Beveridge—had said and done the
right things at the right time and in the right place, and because MPs
could find reasons to vote for the proposal.

1.6 CONCLUSION

Jordan and Richardson suggest that in order for a new policy to be imple-
mented, it has to solve a recognized problem and that there needs to be a clear
explanation of how it solves it.** In relation to Citizen’s Income, we could
put it like this: Our society and its economy experience multiple problems,
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particularly in relation to means-tested benefits. Citizen’s Income would con-
tribute to the solution of many of those problems. Hence the desirability of
Citizen’s Income.

However, some public servants might not see Citizen’s Income as a
desirable development, but if it were to be implemented slowly, and if
means-tested benefits were to be maintained during the transition, then
the number of public servants required would diminish very slowly. There
will be many other members of society who will have little understanding
of Citizen’s Income’s desirability. However, it should not be impossible
to improve understanding of the proposal’s desirability. Citizen’s Income
would be a development of existing universal benefits: and where a coun-
try does not possess any universal benefits, the universal franchise would
be an important precursor: so although public understanding of the pro-
posal and of'its desirability might still be lacking, that can be repaired, par-
ticularly if a government decides to educate the public. A particular barrier
to understanding Citizen’s Income’s desirability is the concept of ‘less
eligibility’. A Citizen’s Income is for everybody, which might be a stum-
bling block for people who would not wish the ‘undeserving’ to receive
it. Citizen’s Income could be introduced one age cohort at a time, so that
the more ‘deserving’ cohorts could receive their Citizen’s Incomes first
(children, older people, not quite such old people, student-age adults),
and then working-age adults at the end, enabling the evolving process to
provide the necessary educational experience.

Achieving public understanding of Citizen’s Income’s desirability will
be a challenge, but it is not one that cannot be met. There would be many
advantages for people with low disposable incomes, so for them Citizen’s
Income would be desirable. For wealthier individuals, some aspects and
effects of Citizen’s Income might appear to be less desirable, but some
other aspects—particularly its effects on the employment market—might
come to be understood as desirable. Other aspects and effects understood
as undesirable might then pale into insignificance. Different people might
regard Citizen’s Income as desirable for different reasons, but that is not
a problem.

The important conclusion to draw at the end of this chapter is that
everyone can potentially regard a Citizen’s Income as desirable. Not only
does this provide an essential basis for the consideration of the proposal’s
feasibility, but Citizen’s Income’s desirability will itself provide an essential
foundation for the other feasibilities.
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CHAPTER 2

Is a Citizen’s Income Feasible? And What
Do We Mean by ‘Feasible’?

2.1 INTRODUCTION

‘Feasible’, according to the Oxford English Dictionary, means ‘capable of
being done, accomplished or carried out; possible, practicable’.! The ques-
tion that we need to answer is this: ‘Is a Citizen’s Income feasible?’—Dby
which we mean, presumably: Is it possible that at some point in the future,
in some country, or perhaps across some continent, every individual legal
resident will receive an unconditional, nonwithdrawable income as a right
of citizenship? In the words of the Oxford English Dictionary: Is it ‘able
to be done or put into practice successfully’?? In order to answer this ques-
tion, we shall need to ask a series of questions. Some of them would need
to be answered before a Citizen’s Income could be implemented: Would
it be possible to administer a payments system that would pay a regular
income to every member of a society? Would it be possible to manage
the transition from the present benefits system to one based on Citizen’s
Income? Would it be possible to fund the payments? Would there be any
adverse effects on individuals or households? Would politicians be likely to
vote for the proposal>—which would require a positive answer to the ques-
tion: Would the general public, as well as politicians, understand Citizen’s
Income and approve of the idea? And finally: Would it be possible for

Some of the material in this chapter was presented at the BIEN (Basic Income
Earth Network) Congress in Munich in 2012, and some of it at the BIEN
Congress in Montreal in 2014.
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Citizen’s Income to travel from idea to implementation?—which is a ques-
tion about the institutions of the policy-making process.

Having asked and answered all of those questions, we shall also have
to ask some additional questions if Citizen’s Income is to be sustainable
after its implementation: Will Citizen’s Income achieve the changes prom-
ised for it, particularly in the fields of household structure, income secu-
rity, labour market freedom and flexibility, and social cohesion? And will
the general public and legislators continue to understand and approve of
Citizen’s Income? While these last two questions will need to be asked
after implementation, there will need to be some assurance before imple-
mentation that when they are asked the responses will be positive, because
otherwise implementation will be unlikely to occur.

It might appear that if we can answer all of those questions in general
terms, then we will have answered the question as to whether Citizen’s
Income is feasible. Unfortunately not, for two reasons. A Citizen’s Income
will always need to be established somewhere. To answer feasibility ques-
tions in principle will therefore not carry us very far. Feasibility is always in
relation to the context in which we would hope to implement a Citizen’s
Income. Citizen’s Income might be feasible in some places but not in oth-
ers. Also, no Citizen’s Income comes alone. It always comes as part of a
Citizen’s Income scheme. A Citizen’s Income scheme specifies the levels
of Citizen’s Incomes for different age groups; the administrative methods
that will be employed; how the scheme will be implemented (all at once,
one age group at a time, or in some other way); and the changes that will
be made to the tax and benefits systems, and perhaps elsewhere in the
economy, to enable the Citizen’s Incomes to be funded. Citizen’s Income
will only be feasible if there is at least one Citizen’s Income scheme that
is feasible. Citizen’s Income schemes are always related to particular con-
texts: to the particular tax and benefits systems, psychologies, institutions,
and administrative mechanisms of particular places: so questions about
context and scheme will always be entangled with each other—and we
shall only be able to say that Citizen’s Income is feasible if we can show
that in a particular context at least one Citizen’s Income scheme can
answer all of our feasibility questions in the affirmative. This is a tall order.

So the task before us is this: To study a variety of feasibilities, and in
each case to ask what a feasible Citizen’s Income scheme might look like
in general; and then to ask whether, in a particular place, there might be at
least one Citizen’s Income scheme that it would be feasible to implement.
If by the end of the book we have discovered just one Citizen’s Income
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scheme that passes all of our different feasibility tests in its own context,
then we shall be in a position to declare Citizen’s Income feasible—but
only in that place. If no such scheme exists, then Citizen’s Income is not
feasible. But having found just one place in which one feasible scheme can
be formulated, we shall of course have learned some lessons, and we shall
be in a better position to ask whether Citizen’s Income schemes in other
places might also be feasible.

2.2 THE DIFFERENT FEASIBILITIES

De Wispelaere and Noguera offer a typology of feasibilities.® They suggest
that any consideration of feasibility must take account of agency (individu-
als and institutions that act in the political sphere—with ‘political’ here
broadly defined) and constraints (any factors that might hinder implemen-
tation). Agency can be discrete (identifiable individuals and institutions
that can act in the political sphere) or diffuse (an amorphous set of actors,
perhaps described as ‘society’, or as sections of it, with ‘little or no appar-
ent coordination or collective intention’*). Constraints can be prospective
(‘constraints that affect the probability of a policy being instituted’) or
retrospective (‘constraints that affect both the functioning and resilience
of a policy once instituted’®). The two distinctions generate the matrix® in
table 2.1.

‘Strategic feasibility’ is the feasibility of being able to engage suffi-
ciently powerful political individuals and institutions to ensure that they
will advocate and then implement a Citizen’s Income. The agents here are
discrete: they are identifiable individuals, legislatures, governments, politi-
cal parties, think tanks, and individual politicians and public servants; and
the constraint is prospective: that is, the identifiable agents have to be per-
suaded to act prior to Citizen’s Income’s implementation. In this book,

Table 2.1 Typology of feasibilities

Prospective constraints (‘achievability’) Retrospective constraints (‘viability’)

Discrete agency A. Strategic feasibility B. Institutional feasibility
Diftuse agency C. Psychological feasibility D. Behavioural feasibility

Source: Jiirgen De Wispelaere and José Antonio Noguera (2012) ‘On the Political Feasibility of Universal
Basic Income: An Analytic Framework’, pp. 17-38 in Richard Caputo (ed.) Basic Income Guarantee:
International Experiences and Perspectives on the Viability of Income Guarantee (New York: Palgrave
Macmillan), p. 21
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I shall divide strategic feasibility into two components: political feasibility
and policy process feasibility. Here I use ‘political’ in the narrower sense
of ‘political ideology’, so that by ‘political feasibility’ I mean the feasibility
of Citizen’s Income cohering with the political ideologies of the agents
that need to act in order for Citizen’s Income to achieve implementation.
By ‘policy process feasibility’ I mean the feasibility of Citizen’s Income
being able to navigate the policy process from idea to implementation. A
country’s policy process is constituted by the ways in which ideas travel
through institutions, so policy process feasibility requires an understand-
ing of the relationships between institutions as much as an understanding
of the institutions themselves.

‘Institutional feasibility’ is the feasibility of institutions successfully
implementing Citizen’s Income. I prefer to call this ‘administrative fea-
sibility’, because it is constituted both by the feasibility of administering
the Citizen’s Incomes once a scheme has been implemented and by the
feasibility of administering the transition. This feasibility is again about
identifiable discrete agents, because we need to be able to identify and test
the institutions that will manage Citizen’s Income’s administration, but
whether it is purely retrospective is an interesting question. Once Citizen’s
Income has been implemented, Citizen’s Incomes will need to be effi-
ciently paid out, and if they are not, then the policy will become infeasible.
Administrative or institutional feasibility is therefore retrospective. But at
the same time, the political actors thinking about implementing a Citizen’s
Income will need to be persuaded of a pre-existing administrative feasibil-
ity before they will be willing to act. Administrative feasibility is therefore
both a prospective and a retrospective constraint.

‘Behavioural feasibility’ relates to the changes that individuals and
households have been promised and that have persuaded them to support
the implementation of a Citizen’s Income scheme. If effects on employ-
ment patterns, disposable incomes, and relationship and household struc-
tures are what people want, and they are what they have been led to
expect, then Citizen’s Income will be behaviourally feasible. Here we are
discussing diffuse actors, and not discrete ones. It is ‘people in general’
who will experience changes. De Wispelaere and Noguera suggest that
this feasibility, too, is retrospective. Yes, it is, because a Citizen’s Income’s
effects will only be felt after implementation; but if prior to implementa-
tion there is no existing evidence that the changes promised will be likely
to occur, then implementation will be unlikely. Behavioural feasibility is
therefore as much a prospective constraint as a retrospective one.
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‘Psychological feasibility’ is similar. Only if the general public come to
believe that Citizen’s Income is desirable, are we likely to see implementa-
tion. The general public is a diffuse actor, so this will be a difficult feasibil-
ity to achieve; and it will be particularly difficult because many countries’
general publics have internalized a variety of presuppositions that would
make implementation of Citizen’s Income difficult psychologically. ‘If you
give people something for nothing then they won’t work’, ‘the rich don’t
need it’, and ‘we must target money on the poor’ are deeply embedded
assumptions, and they are all inimical to the implementation of Citizen’s
Income. Psychological feasibility is a prospective constraint, because with-
out a major change in public opinion, there might be little chance of
policymakers wanting to implement Citizen’s Income. However, psycho-
logical feasibility is also a retrospective constraint. Only if experience of
Citizen’s Income embeds in people’s minds the new presuppositions that
have enabled them to support the implementation of Citizen’s Income,
will the implementation of Citizen’s Income be secure.

But having agreed with De Wispelaere and Noguera that psychological
feasibility is a prospective constraint, and that behavioural feasibility is also
prospective to some extent, legislative evidence might lead us to revise
these decisions. Governments can sometimes lead public opinion, which
then falls into line with the new legislation. Anti-smoking legislation and
equalities legislation are two examples where legislators have identified a
small but increasing shift in public opinion, and new legislation has given
to public opinion a shove in the new direction in which it was already
moving. So the question then becomes: Is it possible to see and /or create
signs that public opinion is moving against some of the public’s currently
embedded presuppositions and towards rather different ones? If so, then
Citizen’s Income might become politically and policy process feasible, and
might then be implemented, with psychological and behavioural feasibility
being left to one side and only tested post-implementation.

I can now slightly amend De Wispelaere’s and Noguera’s typology as
in Table 2.2.

Table 2.2 looks more complete than matrix Table 2.1, but there is still
something missing. Citizen’s Income will get nowhere near the policy
process unless at least one Citizen’s Income scheme can be shown to
be financially feasible. This will first of all require us to specify the level
of Citizen’s Income for each age group, and how all of the Citizen’s
Incomes will be paid for, either by making adjustments to the current
tax and benefits systems, by the implementation of new taxes, or in some
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Table 2.2 A revised typology of feasibilities

Prospective constraints Retrospective constraints
(‘achievability’) (‘vinbility’)
Discrete agency Political feasibility Administrative feasibility

Policy process feasibility
Administrative feasibility

Diffuse agency Psychological feasibility? Behavioural feasibility
Behavioural feasibility? Psychological feasibility

other way. Theoretically, almost any Citizen’s Income scheme could be
financially feasible in this ‘fiscally feasible’ sense because taxes could be
increased to pay for it. In one sense, high income tax rates or other high
tax rates would not be a problem if someone’s Citizen’s Income were
to compensate them for any increase, but however high the Citizen’s
Income might be, if income tax rates were to rise by more than about 3%,
then anyone who had not previously been receiving means-tested benefits
would experience a significant increase in marginal deduction rates (the
total amount of money withdrawn on every additional £1 of earnings).
This means that for Citizen’s Income to be ‘fiscally feasible’ in a particular
context, a Citizen’s Income scheme would have to be available that could
be paid for by changes in the tax and benefits systems, or by some other
specified method, and that would not raise income tax rates by more than
about 3 %.

However, there is another kind of financial feasibility that any fiscally
feasible Citizen’s Income scheme would also need to satisfy. I call this
‘household financial feasibility’. If a Citizen’s Income can be paid for,
then it will be financially feasible for the government, but not necessar-
ily for individuals and households. Because of the complexity of many of
the benefits systems that Citizen’s Income schemes would wholly or par-
tially replace, some households would suffer losses at the point of imple-
mentation, and some would experience gains. It is therefore possible that
households with low disposable incomes might suffer losses at the point
of implementation. For households, a Citizen’s Income scheme would
only be financially feasible if it did not impose large losses on them at the
point of implementation. We should therefore say that a Citizen’s Income
scheme would only be household financially feasible if it were to impose
few losses on households, and negligible losses on households with low
disposable incomes.
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We can therefore conclude that Citizen’s Income will only be financially
feasible in a particular context if there is at least one Citizen’s Income
scheme that is both fiscally feasible and household financially feasible.
We might regard financial feasibility as a ‘gateway’ feasibility, because any
other kind of feasibility test will require that the scheme to be tested has
already been shown to be financially feasible. This is why fiscal feasibility
and household financial feasibility occupy the next two chapters. After
that, I shall take the different feasibilities in no particular order. This is
because they are all prospective constraints, even if some of them are also
retrospective constraints, which means that they will all need to be satis-
fied if we are to see Citizen’s Income implemented.

2.3 RELATIONSHIPS BETWEEN FEASIBILITIES

Ivan Steiner has identified three types of group task:

* Additive: all group members do the same thing. The outcome is the
sum of contributions (as in a tug of war).

o Conjunctive: the performance depends on the performance of the
least talented. All members’ contributions are needed for success,
and the links between the elements are often crucial (as in a relay
race).

® Disjunctive: here accomplishment depends on the performance of
the most talented member. The group remains better than that
individual because even the best at something does not necessar-
ily know all of the right answers (as in a pub quiz). Here the major
requirement is that less talented members of the group should not
be able to hold back the most talented member.”

We might employ this categorization of group tasks analogically to discuss
the relationships between the different kinds of feasibility that we have
discussed.

The pre-implementation feasibilities required for the establishment of a
Citizen’s Income are financial (fiscal and household), administrative, psy-
chological, behavioural, political, and policy process feasibilities. If one
of the feasibilities is absent or weak, then it is difficult to see how imple-
mentation is likely to be possible. This means that the relationships are
not disjunctive. Some of the feasibilities relate to each other (for instance,
psychological and policy process feasibilities form a circular, or possibly
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a spiral, process; and financial feasibility and policy process feasibility are
clearly closely related), so here an element of additivity might be present:
but generally, the feasibilities are independent of each other,® and because
they are all required, it would appear that we are looking at conjunctive
feasibilities. The order in which the feasibilities are established is impor-
tant in some cases: for instance, financial and administrative feasibilities
and a certain amount of psychological feasibility will need to be in place
before political and policy process feasibilities can be constructed. This
makes the relay race analogy even more relevant.

The relay race analogy might be relevant in another sense as well. One
possibility that we shall find ourselves exploring is the possibility of estab-
lishing a Citizen’s Income for one age group at a time: perhaps for chil-
dren, then retired people, then young people, then the pre-retired, and
so on. If this approach is taken, then the different feasibility questions
will all need to be answered in the affirmative before each individual age
group’s Citizen’s Income can be implemented, which will add to the work
required; but at the same time, any behavioural feasibility achieved retro-
spectively for one age group will contribute to the psychological feasibility
of the Citizen’s Income proposed for the next, as well as embedding the
Citizen’s Income that generated it. Thus, the feasibilities of the different
implementations might relate to each other in positive ways. On the other
hand, if the implementation of one age group’s Citizen’s Income does
not generate the required retrospective behavioural and psychological fea-
sibilities, then that Citizen’s Income will be insecure, and it will also be
difficult to implement Citizen’s Incomes for further age groups.

However closely connected some of the feasibilities might be, in prac-
tice as well as in theory, they remain conjunctive. This means that for a
Citizen’s Income to be established, whether for a whole population or
for a single age group, sufficient work will need to be done on all of the
feasibilities. None of them can be neglected.

2.4 CASE STuDY

2.4.1  The Transition from Family Allowance to Child Benefit
in the UK

The UK’s unconditional Family Allowance was established after the
Second World War. William Beveridge, who chaired the committee estab-
lished by the government during the war to make recommendations for
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the reform of social insurance benefits, had wanted an allowance to be
paid for every child in the family,” but he had only achieved payments
for the second and subsequent children. Because the real value of Family
Allowance then started to fall, by the early 1960s, a family with some-
one in full-time employment and with six or more children could have a
disposable income below that of a similar family with nobody in employ-
ment. This was because the levels of means-tested benefits had largely
kept pace with prices, whereas the level of Family Allowance had not.!°
One reason for the situation not being worse than it was was that Child
Tax Allowances were being paid. One employee in each family (usually the
man in full-time employment) had more of their earned income untaxed
if they had children. While this reduced the poverty of many families with
children, higher-rate taxpayers benefited more than anyone else (because
the Child Tax Allowance increased the amount of their earned income not
taxed at the higher rate), and if someone was earning at or close to the tax
threshold, and was therefore paying little or no tax, then the additional tax
allowances could be of little or no value.!

During the mid-1960s, research by Richard Titmuss, Brian Abel-
Smith, and Peter Townsend revealed that almost one in five fami-
lies were on incomes below half average income.'> The new Child
Poverty Action Group argued for higher Family Allowances, for Family
Allowance to be paid for every child, including the first,'* and for the
increased cost to be met by abolishing Child Tax Allowances. By 1968,
the idea of paying ‘Child Benefit’ for every child'* had gained support
in the Cabinet, largely because this would reduce the amount of means-
tested benefits any family with children was receiving and would there-
fore increase labour market incentives.'® A change of government then
precipitated a delay, but in 1974 the Labour Party returned to power,
and legislation was passed to establish Child Benefit. Again there was
a delay. In 1976, Frank Field, who was then Director of the Child
Poverty Action Group, received a set of leaked Cabinet minutes which
revealed that the government was concerned that to abolish Child Tax
Allowances would reduce net incomes for men and would therefore
cause higher wage demands, and also to pay increased benefits for chil-
dren would make it look as if public expenditure had increased (because
the UK’s national accounts do not record as public expenditure rev-
enue foregone in the form of tax allowances). Field published the min-
utes in New Sociery.'® Child Benefit was implemented and Child Tax
Allowances were abolished.
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Why did Child Benefit happen? The change from Family Allowance
to Child Benefit was fiscally feasible because the higher rates and the
extension to the first child of every family could be paid for by abolish-
ing Child Tax Allowances. Household financial feasibility was achieved
by the higher rates and by the payments for the first child of the family
compensating for any loss incurred by the abolition of the Child Tax
Allowance. Psychological feasibility was assured because families had
already had twenty years’ experience of Family Allowance; behavioural
feasibility was obtained because the effects expected were the effects that
were produced; and administrative feasibility was assured because Child
Benefit was simply an extension to the first child in each family of a sys-
tem that already successfully paid out Family Allowances for the second
and subsequent children. There was no problem with political feasibility,
in the sense that the abolition of poverty, and achieving greater equality,
were Labour Party objectives. Child Benefit reduced poverty, and abol-
ishing the Child Tax Allowance removed a mechanism that had enabled
higher earners to benefit more than low earners, and that had enabled
people paying Income Tax to benefit more than people earning too little
to pay tax.

As we have seen from the above account of how Child Benefit came
about, the problem was with policy process feasibility. Cabinet members
had been concerned that the abolition of the Child Tax Allowance would
encourage inflationary wage demands, and that a quirk in the UK national
accounting system (one from which we still suffer) would mean that it
would look as if public expenditure had increased when it had not. But
Parliament had legislated for Child Benefit, and the embarrassment caused
by the leaked minutes precipitated rapid implementation. But the policy
process that led to the passing of the Child Benefit legislation, and that
after a delay led to implementation, was not simply a government process.
Academic research had identified a poverty problem, and Child Benefit as
a partial solution; the Child Poverty Action Group had campaigned for
Child Benefit, and once the Cabinet minutes had been leaked, its ‘Child
Benefit Now’ campaign was a significant reason for rapid implementation.
An increasing number of Trade Union members were women,'” so Trade
Unions were now less likely to support Child Tax Allowances, which
tended to benefit men, and were more likely to support Child Benefit,
which benefits women. Margaret Herbison MP and Barbara Castle MP
provided significant support for Child Benefit in the country as well as in
Parliament.'®
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Family Allowance becoming Child Benefit is an instructive process that
reveals the importance of all of the different feasibilities—and it also raises
another issue to which we shall return at the end of this book. Being able
to answer all of the feasibility questions in the affirmative does not guar-
antee implementation of a policy proposal, and sometimes it is a political
accident that achieves that.

2.5 CONCLUSION

In this second introductory chapter, we have constructed a typology of
feasibilities and begun to explore how they might fit together and how we
might go about evaluating them in relation to policy proposals. We have
recognized that for Citizen’s Income to be feasible, we need more than
just the general idea to pass all of the feasibility tests in principle; we need
at least one particular Citizen’s Income scheme to pass all of the tests in
the social, economic, and political context of a particular country. This we
need to emphasize: that it is in today’s context, in a particular place, that
a Citizen’s Income scheme needs to be fiscally feasible, household finan-
cially feasible, psychologically feasible, behaviourally feasible, administra-
tively feasible, politically feasible, and policy process feasible.

However, our case study reveals that the situation is even more com-
plicated than that. Legislating a policy idea, and then implementing it,
takes time. As time goes on, the social, economic, and political context
will change—so it is in a constantly changing context that the different
feasibilities will have to be tested over and over again. This will be the case
if a single implementation is envisaged. It will be even more the case if a
series of implementations is under consideration, which might happen if
the need to generate psychological feasibility requires us to implement
Citizen’s Income for one age group at a time. In particular, it is through
the policy process institutions of today that the first steps towards imple-
mentation will need to be taken, and it is in the institutions as they will be
tomorrow that the next steps will need to be taken.

This complexity is a major reason for social policy change generally
being evolutionary rather than radical, even where radical change is
required. Particularly in the benefits field, in which complexity is already
endemic, trying to manage the complexities of policy change, and to pro-
pel an idea such as Citizen’s Income successfully towards implementation,
will be a major challenge. But that is not a reason to give up on the pos-
sibility. It is a reason for starting as soon as possible.
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CHAPTER 3

Is a Citizen’s Income Financially Feasible?
Part One: Fiscal Feasibility

3.1 INTRODUCTION

Whether a Citizen’s Income is fiscally feasible—that is, whether a country
can afford to pay for a Citizen’s Income—depends on two factors: (a) the
amounts of Citizen’s Income paid to each individual; and (b) the revenue
available to pay for those amounts.

Before we begin, we need to distinguish between a Citizen’s Income
and a Citizen’s Income scheme. A Citizen’s Income is an unconditional,
nonwithdrawable income for every individual as a right of citizenship.
A Citizen’s Income scheme is a Citizen’s Income, with the levels payable
to each age group specified, along with a detailed plan to meet the cost.

3.2  TuEe LeveL oF THE CITIZEN’S INCOME

Most Citizen’s Income schemes envisage the payment of different amounts
to people of different ages: a standard amount for working-age adults,
less to children (usually payable to the main carer), an amount between
the child amount and the working-age adult amount for young people or
young adults (variously defined), and more for elderly people (a Citizen’s
Pension).

The two questions as to how large the Citizen’s Income should be, and
how the scheme should be paid for, are intimately connected. Rarely will a
decision be made about the levels to be paid in the absence of some under-
standing of how much revenue will be required to enable the government
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to pay the Citizen’s Incomes and of how that revenue will be obtained. A
common approach is to peg the levels of Citizen’s Incomes to the levels
of existing benefits, or to the values of existing tax allowances. This has
obvious advantages. To peg Citizen’s Income levels to the levels of exist-
ing benefits enables those benefits to be turned into Citizen’s Incomes
by removing their conditionalities. This makes transition from an exist-
ing benefits system to a system based on a Citizen’s Income fairly easy to
achieve. Similarly, the level of a Citizen’s Income might be pegged to the
value of a tax allowance. (A personal income tax allowance is an amount
of earned or other income that is not taxed, so the value of the allowance
is the amount of the allowance multiplied by the basic rate of tax.) If the
Citizen’s Income is pegged to the value of the personal allowance, and is
established at the same time as the personal allowance is abolished, then
for any adult earning more than the allowance, the cost of the lost allow-
ance will be equal to the new Citizen’s Income. The individual will suffer
neither a loss nor a gain at the point of implementation, and their Citizen’s
Income will not require additional public revenue.

3.3 REVENUE NEUTRALITY AND STRICT
REVENUE NEUTRALITY

Whether or not the levels of Citizen’s Incomes for different age groups
are chosen with an eye to the ways in which they will be funded, to give
to every individual citizen an unconditional, nonwithdrawable income will
be expensive, and the money will have to be found from somewhere.

Two definitions will help us to understand the different ways in which
Citizen’s Incomes might be paid for:

e A scheme for any new social security benefit is ‘revenue neutral’ if it
can be funded by reducing existing benefits, increasing the rates at
which existing taxes are collected, and reducing tax allowances.

e A scheme for any new social security benefit is ‘strictly revenue neu-
tral’ if it can be funded by reducing existing benefits, increasing the
rates at which income taxes are collected, and reducing personal tax
allowances—that is, those allowances that apply to each individual by
virtue of their earning an income.

The difference between the two is that a revenue neutral scheme can be
paid for by reducing such tax allowances as those for pension contributions,
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mortgage payments, and other expenditures—that is, by no longer allow-
ing various expenditures to reduce the amount of income tax paid, whereas
a strictly revenue neutral scheme cannot be funded by reducing such allow-
ances. It might be argued that the difference between ‘strictly revenue
neutral’ and ‘revenue neutral’ is relatively small, but because there zs a dif-
ference between allowances relating to income and allowances relating to
expenditure, and because some organizations and individuals involved in
the Citizen’s Income debate believe the difference to be significant,! we
need to treat revenue neutral schemes and strictly revenue neutral schemes
separately.

These definitions suggest that there are three different kinds of Citizen’s
Income scheme:

e A ‘strictly revenue neutral’ scheme would be paid for by reducing
means-tested and other benefits, increasing income tax rates, and /or
adjusting personal income tax allowances.

e A ‘revenue neutral’ scheme would be paid for by reducing means-
tested and other benefits, increasing income tax rates, adjusting
personal income tax allowances, and /or adjusting a variety of other
income, wealth, and expenditure tax rates and allowances.

e A scheme that was neither revenue neutral nor strictly revenue neu-
tral would be entirely or partially paid for by the government imple-
menting new forms of taxation, creating new money, or by some
other method.

There are arguments for all of these types of Citizen’s Income scheme.

Strict vevenue neutrality recognizes that there is a close connection
between personal income tax allowances, income tax rates, and social secu-
rity benefits,? because they are all essential building blocks of individuals’
and households’ income maintenance strategies and they all affect every
individual’s disposable income:

1. Social security benefits: No developed country can provide sufficient
income for all of its citizens without relying to some extent on publicly
funded benefits for contingencies of various kinds. The levels at which
benefits are paid, and the regulations that govern them, will have a
direct impact on individuals’ and households’ disposable incomes.

2. Personal income tax allowances: Benefits and other public services
have to be paid for, so governments have to implement tax systems.



42 M. TORRY

One way of ensuring that those with higher incomes pay more than
those with lower incomes is to charge tax on earned and other
income. Any income tax system has to set a personal allowance for
every individual: a level of earned income on which tax will not be
charged. The allowance might be set at zero, but it still needs to be
set; and the level of the allowance will have a direct impact on indi-
viduals” and households’ disposable incomes.

3. Income tax rates: Tax rates on taxable income have to be specified,
and the structure of tax rates (for instance, whether higher rates
apply to higher incomes) will have a direct impact on individuals’
and households’ disposable incomes.

Other factors will of course affect the amount of revenue that a govern-
ment collects and the levels of disposable income that individuals and
households experience, but these three factors will usually be the main
determinants of the way in which an individual’s or a household’s dispos-
able income relates to earned and other income.?

If a Citizen’s Income is to be seen as an essential building block of
a country’s income maintenance structure, then it will need to replace,
either partially or entirely, existing elements of that structure. Strict rev-
enue neutrality will ensure that the Citizen’s Income will be seen as an
essential element in a country’s income maintenance structure.

Revenue neutrality, as opposed to strict revenue neutrality, makes
changes elsewhere in the existing tax system in order to fund a Citizen’s
Income, as well as adjusting existing benefits, personal tax allowances, and
income tax rates. For example, most developed countries employ con-
sumption taxes as well as income taxes to raise public funds. If a Citizen’s
Income were to be implemented without adjusting either existing benefits
or income tax allowances or rates, then it would increase people’s ability
to consume. There might therefore be an argument for paying for it by
increasing consumption taxes.

There is also an argument for Citizen’s Income schemes that are neither
revenue neutral nov strictly revenue neutral. We fund all manner of public
provision by a wide variety of taxes that bear no clear relationship to the
public goods provided. Defence, the courts, and publicly funded educa-
tion are paid for out of government revenues, and those revenues have
resulted from a wide variety of corporate and individual taxes and from
government borrowing. A Citizen’s Income would be a public good, in
much the same way as publicly funded education, so there is no reason
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not to fund it in the same way. If a government faces new challenges—for
instance, staging the Olympic Games, or an increasing school-age popu-
lation—then it will increase existing taxes, instigate new borrowing, or
establish new taxes. A Citizen’s Income would constitute a new funding
challenge, so new taxation would be entirely legitimate, as would be con-
sideration of additional means of supplying the necessary funds by creat-
ing new money, or by establishing a sovereign wealth fund and applying
the dividend payments to a Citizen’s Income scheme.

3.4 AbpbprTioNAL FUNDING

If it is decided that a Citizen’s Income scheme is not to be funded purely
from within the current tax and benefits system, then a number of options
are available.

3.4.1 A Financial Transaction Tax

If you buy shares on the New York Stock Exchange, then a Stock Transfer
Tax has to be paid. (The tax rate varies with the price of the shares: for
instance, $0.0125 on cach share up to a value of $5, and $0.025 on a
share valued between $5 and $10.)* If you buy shares on the London
Stock Exchange, then in some circumstances a tax of 0.5 % of the purchase
price can be payable.® In France, the rate is 0.2 %, but only on the shares
of certain large companies.® Tax rates at these levels do not appear to dis-
incentivize trading on these stock exchanges.

At the moment, no such taxes apply to currency trading. Currency is
traded for two main reasons: to facilitate trade between countries with
different currencies, and to make a profit by speculating on exchange rate
movements. Currency traded for the first reason can benefit the economy,
but currency trading of the second kind can destabilize currency mar-
kets. This is why in 1972 James Tobin suggested a 1% tax on all currency
trading. This would restrict the amount of ‘short-term financial round-
trip excursions into another currency’,” and would probably have little
effect on currency exchange for the purpose of trade in goods and services
between countries. A tax at 1% might just possibly discourage currency
trading in the countries that apply a Tobin tax and thus cause transac-
tions to move to jurisdictions where a Tobin tax is not charged, so per-
haps a rate of 0.5% would be preferable, as we know that that rate does
not discourage share trading on the London Stock Exchange. The ideal
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situation would be a global tax, because that would eliminate the possibil-
ity of transactions moving to untaxed markets. Similar new taxes on other
kinds of financial transaction would also be possible, of course, and some
of them would be suitable for the funding of a Citizen’s Income.

3.4.2 Land Value Tax

Most taxes distort markets. This can be a useful effect of taxation. We tax
some goods, such as tobacco and alcohol, in order to raise their prices and
thus discourage their use. But there are some things that we do not wish
to discourage, and one of those is productive human labour. We pay for
labour in order to get things done, and we sell our labour in order to be
able to afford the goods and services that we need; so in relation to both
supply and demand, labour is beneficial, and society ought to encourage
it. Perversely, we tax it, which discourages it. One of the reasons that we
tax it is that income taxation is one of the few reliable methods for redis-
tribution from those with more money to those with less money. Too
much inequality is bad for society,® so it is socially useful to impose a pro-
gressive tax system on earned income: that is, a system that taxes higher
incomes at higher rates, and lower incomes at lower rates.” An additional
reason for taxing labour is that it is a tax that is relatively easy to collect if
governments implement Pay As You Earn schemes that collect tax before
individuals receive their employment income. In this case, the advantages
of taxing income outweigh the disadvantage of distorting the market in
labour, but the disadvantage is still potentially significant.

The only kind of tax that does not distort markets is a tax that cannot
alter the tax base: that is, the commodity that is being taxed. Apart from
changes made to the landmass by coastal erosion, land reclamation, and
national boundary changes, the amount of land in a country is fixed; and
however much the value of land is taxed, the amount of land will not
change. Taxing land might affect the distribution of ownership—Dbecause
it might encourage individuals and corporate bodies that own land that
they are not using to dispose of it—but the same amount of land will still
be available and taxable.'”

There is of course a question as to how land should be valued in order
to tax it, and several options are available—rental value, sale value, and
development value, for instance, with estimates being made where land is
not actively let, for sale, or being developed. There is a complexity here
that does not apply to consumption taxes or to income tax, where the tax
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base already has a clear monetary value, but such problems aside, there is
no reason why a Land Value Tax should not be considered for the funding
of Citizen’s Income.

3.4.3  Money Creation

A government creating money—whether by printing bank notes, or by
the central bank increasing the balance in the government’s account—
might once have sounded like a bad idea, because there is a danger that
creating additional money will increase inflation. However, in the years
following the recent global financial crisis, the central banks of the USA,
UK, and EU have used their power to create money to stimulate spending
and economic growth. Through ‘quantitative easing’, central banks have
used newly created money to buy government bonds!! from the financial
markets. In theory, this should inflate bond and share prices, making those
with significant investments feel wealthier and encouraging them to spend
more, leading to a ‘trickle down’ effect that benefits the whole economy.
In practice, however, there is a strong argument that the effect has been
to enrich the already wealthy while doing little for economic growth and
employment. Quantitative easing as currently practised has been an inef-
fective way of distributing newly created money into the economy.

One way of enabling a higher proportion of newly created money
to enter the real economy of goods and services would be to give it to
members of the public.’? Even if every legal resident received the same
amount—which would be the only way to administer such one-oft pay-
ments—this would not be a Citizen’s Income, because the intervals
between payments, and the amounts of payments, would vary. The effects
would therefore be closer to those of Alaska’s Permanent Fund Dividend,
which is a varying annual payment.'* However, such an equal payment to
every individual would benefit the real economy, it would to some extent
reduce poverty, it would contribute to social cohesion, and it would be a
useful step along the way to a Citizen’s Income.

Perhaps a more significant possibility than that of governments creat-
ing additional money in the context of a financial crisis is that of changing
the source of money in normal circumstances. The majority of money is
created not by governments but by privately owned banks. If I borrow
money from a bank, then the bank alters the electronic digits related to
my bank account number. The bank has simply created the money that
it has lent to me. It will then collect interest on that money; and when
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the money is paid back, the bank will again alter the electronic digits, and
the money will disappear. Much of the money created by the banks buys
assets that are in limited supply, such as houses, and it therefore creates
price bubbles; too little of it is employed as investment in the productive
economy; and if the loans are not repaid, then lending stops and a reces-
sion is the result. Interest on public and private debt transfers money from
the poor to the rich and so increases inequality, and the payment of inter-
est requires climate-changing economic growth, but attempting to reduce
the level of debt reduces spending, reduces the amount of money in the
economy, and can lead to recession.

Jackson and Dyson argue that banks should be prevented from creating
money, and that an independent body should be charged with creating
money and spending it into the economy as government spending, tax
reductions, direct payments to citizens, or lending to banks on condition
that the money is lent to productive businesses. “The monetary system,
being man-made and little more than a collection of rules and computer
systems, is easy to fix, once the political will is there and opposition from
vested interests is overcome.’'*

But how much money should governments create? Geoft Crocker has
pointed out the increasing gap between the value of production (Gross
Domestic Product: GDP) and the total value of wages. This means that
wage income is no longer sufficient to absorb the goods and services pro-
duced by an economy, so domestic debt has to be employed to fund con-
sumption. Increasing debt is unsustainable, so regular financial crises are
inevitable. A solution would be for governments to fill the gap between
the value of production and the value of earned incomes by paying newly
created money in equal amounts to every citizen. This would release
the real economy from artificial financial constraint, and deliver sound
finances built on productivity advances. It would also greatly enhance
social cohesion.'®

If payments were weekly or monthly, and if the amounts remained
the same or similar from year to year (which would be possible, because
the gap between GDP and the value of wages slowly increases), then a
Citizen’s Income would be the result.'®

Such ideas as this would once have been regarded as irrational and
irrelevant. No longer.!”

In some ways, the situation relating to money creation mirrors the
one facing tax and benefits systems in developed countries. Both have
evolved over time, both exhibit complexities, both are tangled up with
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a wide variety of other aspects of societies and economies, and genuine
reform of both is resisted because the transitions look difficult and the
effects of change are difficult to predict. It is precisely these aspects of
the two situations that make it so difficult to generate the necessary
political will to create the necessary change. Both fields would benefit
from wide-ranging consultation exercises. In both cases, the interna-
tional effects of making the recommended changes would be important
matters for discussion, as would be the details of the transitions that
would need to be managed between current situations and the future
situations envisaged.

3.4.4  Dividends

Since 1977, the State of Alaska has received royalties from oil extraction in
Prudhoe Bay, and about 20 % of those royalties have been used to establish
the Alaska Permanent Fund. This pays an annual dividend, a proportion
of which funds an annual distribution of money equally to every Alaskan
citizen.'® Because the distribution is paid annually, and because it varies
with the profits made by the Permanent Fund, the dividend payment bears
some of the characteristics of a Citizen’s Income (the equal payment to
every citizen, and its regularity) but not others (it varies in amount, and
it is paid annually and not monthly or weekly). Its effects on behaviour
are therefore somewhat different from those that we would expect from a
Citizen’s Income. The payments have resulted in increased employment,
reduced inflation, and decreased inequality, thus mirroring some of the
effects that we would expect from a Citizen’s Income, but the annual
nature of the payments means that they are used for larger occasional
purchases, whereas a Citizen’s Income would contribute to weekly or
monthly income and would therefore be spent on the purchases made on
a weekly or monthly basis.*

Alaska is not the only state or country with a sovereign wealth fund,
but it is the only one that distributes some of the dividend equally to its
citizens. Others could do so. A further possibility is that payments to citi-
zens could be made monthly rather than annually, and that in years with
higher dividends, some of the dividend could be reapplied to the fund so
that in years with lower dividends, additional payments could be made,
thus smoothing the amounts received by citizens. In this way, a Citizen’s
Income could be paid and families’ regular monthly incomes could be
increased.””
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3.4.5 Redirected Subsidy Funding

The majority of Iran’s population is now receiving a Citizen’s Income
of about £43 per person once every two months. (The income is cal-
culated on the basis of the individual, but is paid to the head of the
household.) This transfer programme resulted from a government plan
to reduce subsidies on basic foodstufts, electricity, natural gas, petrol,
and diesel, and to protect the poor from the increasing prices on these
goods by implementing a means-tested benefit; but public unrest related
to the implementation of the means test resulted in the test being aban-
doned and to the money being given to everyone (although the govern-
ment is now attempting to persuade wealthier households to decline the
payments).*!

A similar approach was taken during a Citizen’s Income pilot project
in India. For a period of eighteen months, thousands of men, women,
and children in urban, rural, and tribal communities in India were given
a monthly unconditional income in place of India’s flawed subsidized
food and guaranteed employment schemes. In the randomly selected pilot
communities, equal cash payments replaced the subsidy system; control
communities retained the subsidy system and did not receive equal cash
payments; and the different outcomes in relation to a number of factors
were carefully evaluated during the project and at the end. The commu-
nities that received the Citizen’s Income instead of the subsidized food
programme experienced improvements in housing, electricity and water
supply, sanitation, nutrition, health, healthcare, school attendance, school
performance (especially for girls of secondary school age), and economic
activity. By the end of the project, ‘many more households in the basic
income villages had increased their earned incomes than was the case
in the control villages, and many fewer had experienced a fall in earned
income than in the control villages’.?* In the pilot villages, child and teen-
age labour shifted from wage labour to own account work on family farms
and to increased school attendance; bonded labour decreased as debts
were paid off; and the purchase of such assets as sewing machines facili-
tated an increase in own account economic activity. Women’s status was
enhanced by their new financial independence, and the elderly and the
disabled experienced improved status and living conditions. If India were
to reallocate the money currently spent on food subsidy schemes to a
Citizen’s Income, then the whole of India would be able to benefit from
the changes experienced in the pilot project communities.*?
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In both India and Iran, the redirection of funds from subsidy pro-
grammes to a Citizen’s Income, or to something like one, has proved
beneficial. Other countries that subsidize foodstufts, fuel, and other com-
modities would benefit from making the same change.

3.5 CALCULATING THE CosT OF CITIZEN’S INCOMES
IN ORDER TO SPECIFY THE CHANGES
REQUIRED TO FUND THEM

3.5.1 Strictly Revenue Neutval and Revenue Neutral Schemes

For Citizen’s Income schemes that would fund Citizen’s Incomes entirely
from within the current tax and benefits system, two methods are avail-
able for calculating the cost of the Citizen’s Incomes and the changes that
would be required in existing taxes and benefits.

3.5.1.1 National Statistics

A country’s national accounts, population statistics, and other national
statistics can be used to calculate the cost of giving to every member of the
population a Citizen’s Income, the money saved by abolishing tax allow-
ances and means-tested and other benefits, and the additional revenue that
would be collected if tax rates were raised. The net cost of the Citizen’s
Income scheme is then the total cost of the Citizen’s Incomes less (a) the
money saved by abolishing allowances and benefits and (b) the additional
tax revenue collected. If a revenue neutral scheme is required, then an
arithmetic trial-and-error process can reduce the net cost to zero.

If means-tested benefits are retained rather than abolished, and the
amounts of means-tested benefits received by households are reduced by
taking into account households’ Citizen’s Incomes when the means-tested
benefits are calculated, then the amount saved by reducing means-tested
benefits will be different for each household. A method that uses the
national accounts to calculate the net cost of a Citizen’s Income scheme
would not be able to calculate the total saving in means-tested benefits
that would result from every houschold on means-tested benefits having
its means-tested benefits reduced, so using national statistics to calculate
the net costs of Citizen’s Income schemes is only appropriate when each
existing means-tested benefit is abolished completely or retained in its
present form.
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An inescapable complexity is that if a Citizen’s Income replaces a vari-
ety of means-tested benefits, and other means-tested benefits are retained,
then a method that employs the national accounts will only generate an
accurate net cost for the Citizen’s Income scheme if the retained means-
tested benefits are calculated in exactly the same way as they were before
the scheme’s implementation. In practice, the calculation of any retained
means-tested benefits would take into account households’ Citizen’s
Incomes, whereas before implementation of the scheme, they would have
taken into account the means-tested benefits that have now been abol-
ished. The difference between the cost of a retained means-tested ben-
efit before and after the implementation of the Citizen’s Income scheme
will be different for every household, and the total difference across the
population could be either a saving or an additional cost, depending on
how the retained means-tested benefit is calculated both before and after
the scheme’s implementation. Aggregated national figures are all that are
available if national statistics are employed to calculate the net cost of
a Citizen’s Income scheme, so an assumption has to be made that any
change in the total cost of a retained means-tested benefit will be zero.
This might or might not be accurate.

3.5.1.2  Microsimulation

Microsimulation undertakes calculations at the level of the household
rather than at the national level. A survey of individual and household
data relating to wages, benefits, other income, income tax, and social
security contributions paid is carried out, preferably for a random sam-
ple of at least 0.1% of the country’s population. A computer program
then uses the income and expenditure information collected to calculate
each individual’s and each household’s disposable income. Tax rates, tax
allowances, benefits levels, and other variables can then be changed in the
program—and, importantly, entire new benefits can be created—and the
program can then be run again to generate a new set of individual and
household disposable incomes. An increase in a household’s disposable
income represents an increase in public expenditure, and a decrease repre-
sents a saving; so the total of all of the new disposable incomes, minus the
total of all of the original disposable incomes, represents the net cost of
the Citizen’s Income scheme for the population sample in relation to the
time period assumed by the microsimulation program. If the program uses
monthly tax and benefits levels, then for an annual figure for the sample,
the net cost is multiplied by twelve; and to obtain a total net cost for the
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population as a whole, the sample net cost is multiplied by the ratio of the
population size to the sample size.

As well as enabling new benefits to be created and their regulations
and levels to be specified, the computer program enables the regulations
of existing benefits to be amended, and, in particular, enables households’
Citizen’s Incomes to be taken into account when existing household means-
tested benefits are recalculated on the implementation of a Citizen’s Income
scheme. This means that this method—unlike the method that employs
national statistics—can cope with means-tested benefits being retained and
recalculated on the implementation of a Citizen’s Income scheme.

Microsimulation is thus the more flexible of the two methods; but
unfortunately, neither of the two methods can model contributions to
the funding of Citizen’s Incomes achieved by altering the detail of tax
allowances relating to expenditures. Take, for example, the UK tax allow-
ance that enables the money spent on private pension contributions to be
regarded as non-taxable income. For anyone paying only the basic rate of
Income Tax, the saving in Income Tax will be the money spent on pen-
sion contributions multiplied by the basic rate of tax. For anyone paying a
higher rate, the saving will be the money spent on pension contributions
multiplied by the higher rate. A proposal might be made to reduce the tax
relief to the basic rate for everyone. The Income Tax calculation for any
individual paying the higher rate of tax would provide the information
that would enable us to calculate the additional tax that they would have
to pay and that would therefore be available to fund Citizen’s Incomes,
but this amount will depend on individual circumstances, so no aggregate
figure will be available. Neither is the information available in the Family
Resources Survey data employed by microsimulation programs. An esti-
mate of the total amount of additional revenue can be made, but it might
not be accurate.**

3.5.2  Calculating the Costs of Citizen’s Income
Schemes That Are Neither Strictly Revenue Neutral nor
Revenue Neutral

Because the Citizen’s Income to be paid to an individual of a particular
age is totally specified by the level of Citizen’s Income for people of that
age, the total cost of Citizen’s Incomes for a population is easy to calculate
from national statistics tables that list the number of members of a popula-
tion in each relevant age bracket.
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If money creation is to be used to pay for the Citizen’s Income scheme,
then the government will need to create an amount of money to match
the cost of the scheme. If the dividends of a permanent fund are to be
used, without subsidy from elsewhere, then the government will need to
take a view on the likely average dividends over a period of years, and fix
the levels of Citizen’s Incomes accordingly. Similarly, if redirected sub-
sidies are to be used, then the Citizen’s Incomes will need to be paid at
levels that deliver a total cost equal to the funds currently spent on the
subsidies. If additional taxes are to be used, then trial and error will be
required, with Citizen’s Incomes set at levels that will cost an amount
equal to the minimum that the new taxes will generate, until experience
of the new taxes enables a more accurate long-term estimate of receipts
to be made.

3.6  AccerTasLE TAX RATES

‘Fiscally feasible’, or ‘affordable’, can imply (a) revenue neutrality, (b)
strict revenue neutrality, or (¢) neither—with (¢) requiring additional taxa-
tion, money creation, or revenue sources, to be specified. Any government
considering the establishment of a Citizen’s Income scheme will need to
decide what it means by ‘affordable’ if it is to discuss whether Citizen’s
Income might be financially feasible.

In practice, an additional condition will need to be satisfied. A revenue
neutral or strictly revenue neutral Citizen’s Income scheme with high lev-
els of Citizen’s Incomes will require high income tax rates. Even though
such a scheme would be ‘financially feasible’ in the sense that it could be
paid for, it would not be “financially feasible’ in the normal public mean-
ing of the term. Thus, a Citizen’s Income scheme designed for Japan
that would raise the basic rate of income tax on the first 1,200,000 yen
per annum (approximately £6400) by 5 % might therefore not be regarded
as financially feasible even though the increased tax revenue would pay
for the Citizen’s Income.?® The public might be content to be charged
slightly higher rates of tax if the increase is designed to fund a public good
of which the public might generally approve, but even then the rise will
need to be kept to a minimum.

But would higher tax rates matter if the overall effect of a Citizen’s
Income scheme with higher income tax rates and a working-age adult
Citizen’s Income of higher value than the value of the abolished personal
tax allowance would be to impose negligible household losses? Yes, tax



IS A CITIZEN’S INCOME FINANCIALLY FEASIBLE? PART ONE: FISCAL FEASIBILITY 53

rates do matter. Income tax rates are a psychological as well as a financial
issue,?® and to raise them by more than say 3% would probably make a
scheme impossible to implement, however irrational that psychological
factor might be.

3.7 CASE STuDY

3.7.1  Would a Revenue Neutval Citizen’s Income Scheme
Be Financially Feasible in the UK?

As described above, there are two different ways to calculate the net cost
of a Citizen’s Income scheme.

3.7.2  National Statistics

In 2006, the Citizen’s Income Trust used the UK’s national statistics
to research the financial feasibility of a Citizen’s Income scheme with
Citizen’s Income levels pegged to levels of means-tested Income Support,
Income-based Jobsecker’s Allowance, and Pension Credit. The research
results were submitted as evidence to a parliamentary enquiry, and subse-
quently published. The research was updated in 2013.7

In the 2013 version, Citizen’s Income rates were set as in table 3.1.

While these Citizen’s Incomes are not large, Fig. 3.1, which shows
net income for a single working-age adult living alone, reveals that if
they worked between two and fourteen hours per week on the National
Minimum Wage, then with a Citizen’s Income they would experience
a lower marginal deduction rate (total withdrawal rate for additional
income) than with a Personal Tax Allowance and means-tested benefits.

Table 3.1 Citizen’s Income amounts for the illustrative scheme

Age Weekly rates for 201213 (£)

0-15 56.25 Current Income Support rate for 16-24-year-olds
16-24 56.25 Current Income Support rate for 16-24-year-olds
25-64 71.00 Current Income Support rate aged 25 plus

65 plus 142.70 Pensions Credit rate

Source: Citizen’s Income Trust (2013) Citizen’s Income: A brief introduction (London: Citizen’s Income
Trust), p. 7
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Fig. 3.1 Net income of a single earner aged twenty-five and receiving (a) the
National Minimum Wage and a Citizen’s Income, and (b) the National
Minimum Wage and current benefits (Source: Citizen’s Income Trust (2013)
Citizen’s Income: A brief introduction (London: Citizen’s Income Trust), p. 7)

This difference represents a substantial increase in incentive to seek
employment.

The scheme assumes a basic rate of tax on earned income of 32% (20%
Income Tax plus 12 % Employee’s NICs), with higher and additional rates
as at present on higher earnings. Rates of 20% are assumed for pension
and investment income; and the scheme assumes that tax relief for pension
contributions will be restricted to 20 %, which is the rate of Income Tax
deducted from pensions in payment.

Running costs are estimated at 1%, which is the cost of administering
non-means-tested benefits such as Child Benefit and the state pension.

Table 3.2 shows that the abolition of tax allowances and some means-
tested benefits would save £272 billion per annum, and Table 3.3 shows
that the Citizen’s Incomes would cost £276 billion per annum.

The total cost of the proposed scheme is approximately the same as the
total cost of benefits and tax reliefs and allowances that would be replaced,
that is, around £275 billion per year in 2012-13.

Table 3.4 shows the benefits that would be left in place and calculated
as they are now.

We can see from Tables 3.2 and 3.3 that Citizen’s Incomes could be paid
for by abolishing the Personal Tax Allowance and means-tested benefits
(apart from Housing Benefit and Council Tax Benefit) and by restricting
tax relief on pension contributions to 20 %. Because the restriction of tax
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Table 3.2 The money saved by abolishing tax allowances and some means-tested
and other benefits

Cost, £ billion per annum  Notes

Children
Child benefit 12
Child tax credits 22
34
Working age
Key benefits (income support, ctc.) 27 (1)
Working tax credits 7
Personal Allowances (Income Tax) 68 (2)
National Insurance 23 (2)
Higher rate tax relief on pension contributions 10 (3)
Student grants and student loan write-offs 3 (4)
138
Pensioners
State Retirement Pension and SERPS, S2P, etc. 82
Pensions Credit and Minimum Income Guarantee 8
90 (5)
Running costs
DWP administration costs 8
HMRC—Tax Credit administration and Tax Credits 2
written off
10
Total 272

Source: Citizen’s Income Trust (2013) Citizen’s Income: A brief introduction (London: Citizen’s Income
Trust), pp. 9-10. Sources: Department for Work and Pensions (DWP), Annual Report 2011-12 (pages
210 onwards); HM Revenue & Customs, Annual Report 2011-12 (pp. 11 and 95); HM Revenue &
Customs Table 1-5 (updated December 2012)

Notes

1. A working-age claimant can receive a maximum of one ‘key benefit’. These include Income Support,
Jobsecker’s Allowance, Employment and Support Allowance, Carer’s Allowance, Incapacity Benefit (up to
Income Support rates), Statutory Maternity Pay, Statutory Sick Pay, and Bereavement Benefits

2. No longer required, as the Citizen’s Income will act as a reimbursement of all Income Tax and
Employee’s NICs paid on the first £11,569 earnings per year (or the first £18,510 of investment income)
3. The total cost of income and NIC reliefs for pension contributions is over £40 billion a year. Half the
value of the tax relief accrues to higher and additional rate taxpayers. We assume that if income tax relief
is restricted to the basic rate, this would reduce the cost by a quarter of that (£10 billion)

4. Students from low-income households still receive modest grants. We estimate the cost of the interest
subsidy and write-offs at 10% of the total student loans outstanding of £28 billion

5. Under the current pension system, pensioners receive their accrued state pension entitlement and are
then ‘topped up’ to the Pensions Credit rate. With a Citizen’s Pension, each pensioner receives £142.70
automatically and would then be ‘topped up’ to their previous accrued state pension entitlement if higher.
The total cost of either scheme would be much the same. One third of the 40% of pensioners currently
entitled to Pension Credit do not claim it, and if they did, then current state pensions would cost £92
billion rather than £90 billion (www.gov.uk/docs/single-tier-pension-impact-assessment.pdf, p. 4, no. 4,
§2; DWP, Income Related Benefits: Estimates of Take-up in 2009-10,2012). We therefore estimate the cost
of entitlements above £142.70 to be £15 billion (see Table 3.3)
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Table 3.3 The costs of the illustrative Citizen’s Income scheme

Age Census 2011 Citizen’s Income, £ per week  Cost, £ billion per annum
0-15 11.9 million 56.25 35
16-24 7.5 million 56.25 22
25-64 33.4 million 71.00 124
65 and over  10.4 million 142.70 77
State pension entitlements in excess of £142.70 15
Cost of Citizen’s Incomes and pension entitlements 273
Running costs (1 %) 3
Total annual cost 276

Source: Citizen’s Income Trust (2013) Citizen’s Income: A brief introduction (London: Citizen’s Income
Trust), p. 8

Table 3.4 UK benefits neither abolished nor altered when the Citizen’s Income
scheme is implemented

Cost, £ billion per annum  Notes

Disability-velated benefits
Severe Disablement
Industrial Injuries
Attendance Allowance
Disability Living Allowance

Incapacity Benefit (1)

—
O e e e

Housing-related benefits
Housing Benefit 18
Council Tax Benefit
Rent Rebates

O | Ut

Other old-age benefits
Over 75s TV licence and Winter Fuel Allowance
Age-related personal allowances

(2)

[ le NN GV ININ]

Total 5

Source: Citizen’s Income Trust (2013) Citizen’s Income: A brief introduction (London: Citizen’s Income
Trust), p. 10

Notes

1. Incapacity Benefit is a ‘key benefit’ paid at slightly higher rates than Income Support rates. We have split
the total payments into a basic amount of £71 and an extra amount relating to disability
2. It would be possible to replace these by increasing the Citizen’s Pension rate by £10 per week
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relief to the lowest rate of income tax is not an income-based tax, the
scheme is revenue neutral rather than strictly revenue neutral. Without the
restriction of tax relief on pension contributions, there would have been a
funding gap of at least £10 billion per annum. The published scheme also
estimated administrative savings of £5 billion per annum and assumed this
saving when calculating the net cost of the scheme. Even if this estimate is
accurate, administrative savings are not intimately connected to a Citizen’s
Income scheme in the same way that changes in personal tax allowances
and means-tested and other benefits are. So yet again, this scheme would
be revenue neutral rather than strictly revenue neutral.

It is possible to estimate the net cost of this Citizen’s Income scheme
because means-tested benefits are either retained in their current form
or they are abolished. If they had been retained and the amounts paid
to households recalculated to take into account the Citizen’s Incomes
received, then it would not have been possible to provide some of the
values required in Table 3.2, and the method could not have been used to
calculate the scheme’s net cost.

3.7.3 A Micvosimulation Method Employed to Estimate
the Net Costs of Three Strictly Revenue Neutral
Citizen’s Income Schemes

In 2014, three strictly revenue neutral schemes were tested using the
EUROMOD microsimulation program developed by the Institute for
Social and Economic Research at the University of Essex.?$:2%-30

One of the schemes, scheme A, is very similar to the scheme above,
with a Citizen’s Income for working-age adults of £71.70 per week;
another, scheme B, is a scheme with a lower Citizen’s Income of £50
per week; and a third scheme, scheme C, sets Citizen’s Income levels
according to the Minimum Income Standards (MIS) recommended by
the University of York.?! The first and third schemes abolish means-tested
benefits (apart from Housing Benefit and Council Tax Support), whereas
the second scheme retains the current benefits structure and takes house-
holds’ Citizens’ Incomes into account when means-tested benefits are cal-
culated. Characteristics that apply to the schemes are as follows:

e NICs above the Upper Earnings Threshold are raised from 2 % to 12 %,
and the Lower Earnings Limit is reduced to zero. This has the effect
of making NICs payable at 12% on all earned income. This seems to
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me to be an entirely legitimate change to make. The ethos of a flat-rate
benefit such as Citizen’s Income is consistent with both progressive tax
systems and flat-rate tax systems,** but not with regressive tax systems.

* Income Tax Personal Allowances are set at zero.

e The schemes are strictly revenue neutral. The net cost of each scheme
is at or below £2 billion per annum.

e Estimates of administrative savings are conservative, and conservative
administrative savings are assumed not to compromise strict revenue
neutrality. In the first and third schemes, means-tested benefits are
abolished (apart from Housing Benefit and Council Tax Benefit®?).
Given that current Department for Work and Pensions (DWP) run-
ning costs are £8 billion per annum, we can assume savings of £4 billion
per annum. For the schemes that do not abolish means-tested benefits,
large numbers of households will no longer be receiving means-tested
benefits, but the means-tested structure will need to stay in place. So
in the case of scheme B, I assume a saving of £1 billion per annum.

Table 3.5 summarizes the characteristics of the schemes and the results of
the simulations.?*

3.74 A Comparison: A Citizen’s Income Scheme for Catalonia

Microsimulation using income tax data for Catalonia has shown that it
is possible to pay a Citizen’s Income of €7968 per annum to every adult
and of one-fifth of that to every child (under eighteen years old).?* The
Citizen’s Incomes would replace any other benefits of lesser quantity, but
if existing cash benefits were of a higher amount, then the difference would
be paid (a process equivalent to retaining existing means-tested benefits, as
in scheme B above: although given the high value of the Citizen’s Income,
it must be doubtful whether many households would require additional
benefits). The Citizen’s Incomes would be paid for by removing the pretf-
erential treatment of savings income in income tax calculations, and by
removing income tax allowances. So again, the funding mechanism is
broadly the same as for the UK proposals above.

The microsimulation also shows that funding such a substantial
Citizen’s Income would require the rate of income tax to rise to 49.57 %
(if a flat tax system were to be introduced), and would also require addi-
tional funding of €3.5 billion,* as well as the removal of tax allowances.
The level of the Citizen’s Income and the funding package look very simi-
lar to scheme C above.
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Table 3.5 Three illustrative Citizen’s Income schemes, with their relationships
to existing benefits, levels of Citizen’s Incomes, increased tax rates required, and

net costs

Scheme A

Scheme B

Scheme C

Relationship of
Citizen’s Income to
means-tested benefits

Citizen’s Income levels,
£ per week
Citizen’s Pension

Working-age adult CI
Young adult CI

Child CI

Income Tax rate
increase required for
strict revenue neutrality
Income Tax, basic rate
(on £0-42,010)

Income Tax, higher rate

(on £42,010-150,000)
Income Tax top rate
(on £150,000+)

NIC changes

Administrative saving
assumed
Net cost of scheme

Citizen’s Incomes
replace means-
tested benefits
except for Housing
Benefit and
Council Tax
Benefit. Child
Benefit and State
Pension are no
longer paid

145.40
71.70
56.80
56.80
5%
25%
45%

50%

Means-tested benefits
are left in place and
the Citizen’s Income
is taken into account
when means-tested

benefits are calculated.

Basic State Pension
and Child Benefit are
still paid

30 ( + Basic State
Pension)

50

40

20 ( + Child Benefit)
3%

23%
43%

48%

Citizen’s Incomes
replace means-
tested benefits
except for Housing
Benefit and
Council Tax
Benefit. Child
Benefit and State
Pension are no
longer paid

120
160
120
80
28%
48%
68%

73%

NICs above the Upper Earnings Threshold are raised from 2 %
to 12% and the Lower Earnings Limit is reduced to zero

£4bn

£1.8bn

£lbn

-£1.9bn

£4bn

-£0.47

Source: Malcolm Torry (2015) Two feasible ways to implement a vevenue neutval Citizen’s Income scheme,
Institute for Social and Economic Research Working Paper EM6,/15 (Colchester: Institute for Social and
Economic Research, University of Essex), www.iser.essex.ac.uk/research/publications /working-papers/

curomod/em6-15, p. 6
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3.8 CONCLUSION

We have discovered that whether a Citizen’s Income is financially feasible is
a complex question, and answers to the question will be different in differ-
ent countries. Countries with subsidy programmes would be able to redirect
the funds spent on them, and countries with sovereign wealth funds could
use the dividends to fund Citizen’s Incomes. Current expenditure on sub-
sidy programmes, and the levels of dividends paid out by permanent funds,
might determine the levels at which Citizen’s Incomes could be paid.

If these funding routes were not available, then tax allowances and/or
existing benefits would need to be reduced, tax rates would need to rise,
new taxes would need to be established, or new money would need to
be created. All of these funding methods are legitimate possibilities that
governments would need to consider. If tax rates were to be raised, then
governments would need to discover the extent to which increased tax
rates would be acceptable.

Decisions about funding methods, and decisions about the levels at
which Citizen’s Incomes would be paid, belong together. In each country,
a different set of funding options would be available, so different levels of
Citizen’s Income would be feasible.

The conclusion that we can draw from the argument of this chapter,
and from the examples quoted, is that a Citizen’s Income is financially
feasible in any country with a subsidy programme, a permanent fund, an
existing tax and benefits system, the ability to create its own money, or the
option of establishing new taxes. There will therefore be few countries, if
any, for which a Citizen’s Income would not be financially feasible.

As for the three schemes for the UK tested in the case study, they are all
strictly revenue neutral, and in that sense, they are all financially feasible.
The Catalonian scheme might be financially feasible, but it would not be
revenue neutral. However, if a Citizen’s Income scheme is to be ‘finan-
cially feasible’ in the normal public sense of the term, then only a minor
increase in Income Tax rates can be permitted. If 3% were to be agreed as
the maximum viable increase, then scheme B would be financially feasible,
scheme A would be dubiously financially feasible, and scheme C would
only be financially feasible if the requirement for (strict) revenue neutrality
were to be abandoned and new taxation or money creation were to be
employed to fund the Citizen’s Incomes rather than increased Income Tax
rates. The Catalonian scheme would only be financially feasible if more
additional funding than the proposed €3.5 billion were to become avail-
able so that the proposed income tax rate could be considerably reduced.
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year-olds, a Citizen’s Income (CI) for adults aged between twenty-five
and sixty-four, a young person’s Citizen’s Income (CIY) for adults aged
between sixteen and twenty-four, and a Child Citizen’s Income (CIC) for
children aged between zero and fifteen. In the definitions of constants,
levels are set for these Citizen’s Incomes, and all Personal Tax Allowances
are set at zero. So that the additional taxable income is taxed at the basic
rate, and not at the higher rate, the first tax threshold is changed from
32,010 to 42,010. The National Insurance Contribution (NIC) Lower
Earnings Limit is set to zero, and the NIC rate above the Upper Earnings
Limit is set to 12% (to match the rate below the limit). For the first
scheme, Working Tax Credit, Child Tax Credit, Income Support,
Income-Related ESA, Pension Credit, and Income-based Jobsecker’s
Allowance are no longer added to the total for means-tested benefits.
Incapacity Benefit, Contributory ESA, and Child Benefit are removed
from non-means-tested benefits (except that in scheme B, Child Benefit
is left in payment). For all schemes, the Citizen’s Income total is added to
non-means-tested benefits, and for the second scheme, Citizen’s Incomes
are added to the means applied to means-tested benefits. The state pen-
sion is no longer added to the pensions total in schemes A and C (as the
Citizen’s Pension has already been added to the non-means-tested bene-
fits total). Where benefits are no longer in payment, they are removed
from the tax base. Simulations of the 2013 system and the system being
tested generate two lists of household disposable incomes for the entire
Family Resource Survey sample. These then generate a list of gains (nega-
tive gains are losses), and the total of the gains gives the net cost of the
scheme for the sample. To convert EUROMOD’s monthly figures to
annual figures, and the sample size to the total population, a multiplier of
(12 x 64.1m/57,381)=13.4 gives the cost in £ms for the UK popula-
tion. A process of trial and error adjusts the Income Tax rates until the
net cost minus the assumed administrative saving is below £2 billion
per annum.

Jordi Arcarons, Daniel Raventos Panella and Lluis Torrens Melich (2014)
‘Feasibility of Financing a Basic Income’, Basic Income Studies, 9 (1-2),
79-93.

Microsimulation results show that an additional €7 billion would be
required on top of the additional tax revenue. The authors estimate that
€3.5 billion of this would come from money saved by the reductions in
other benefits resulting from payment of the Citizen’s Incomes, but
because the Catalonian microsimulation method employs only tax data and
not benefits data, it is not possible to provide an accurate figure.



CHAPTER 4

Is a Citizen’s Income Financially Feasible?
Part Two: Household Financial Feasibility

4.1 INTRODUCTION

As in the last chapter, we again need to distinguish between a Citizen’s
Income and a Citizen’s Income scheme. A Citizen’s Income is an uncon-
ditional, nonwithdrawable income for every individual as a right of citizen-
ship. A Citizen’s Income scheme specifies the levels at which a Citizen’s
Income will be paid to members of each age group, and also the way in
which the Citizen’s Income will be funded by altering current benefits, tax
allowances, and/or tax rates, by the government creating money, by the
redirection of funding for subsidies, by using permanent fund dividend
payments, or by implementing new taxes.

Chapter 3 tackled the question: Is a Citizen’s Income financially fea-
sible in the sense that it could be paid for, one way or another? I called
this ‘fiscal feasibility’, because it relates to whether a Citizen’s Income is
feasible for a government to implement. In this chapter, we shall tackle
a rather different kind of financial feasibility: that is, whether a Citizen’s
Income scheme would be financially feasible for individuals and house-
holds. The question that needs to be answered is this: Could a Citizen’s
Income scheme be implemented without imposing unacceptable losses
on households? A particular Citizen’s Income scheme could be finan-
cially feasible for a government to implement, but we probably ought
not to regard it as financially feasible if at the point of implementation the
changes made to the existing tax and benefits systems to fund it would
impose unacceptable losses on low-income households. We can envisage a
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situation in which reductions in tax allowances and existing benefits, and
increases in tax rates, would impose losses greater than the total that a
household would receive in Citizen’s Incomes paid to its individual mem-
bers. Higher earning households can often absorb losses, although exist-
ing financial commitments can mean that the level of losses that can be
comfortably sustained might not be very high. Low-income households
can rarely absorb losses of any amount. To be feasible, a Citizen’s Income
scheme will need to avoid losses for low-income households and will need
to avoid significant losses for any households. I shall call this second kind
of financial feasibility ‘household financial feasibility’.

It could well be said that it is entirely unfair on the Citizen’s Income
proposal to suggest that its feasibility requires household financial feasibil-
ity, because if replacing a complicated largely means-tested system imposes
losses on households, then it is the means-tested system that is at fault and
not the Citizen’s Income. The Citizen’s Income itself could not be more
fair or transparent because it would provide the same income to everyone
of the same age, and it would be paid for through progressive taxation.
But that is not the point. As Majone suggests,

the transition from a non-efficient to an efficient situation need not be effi-
cient, since some members of the community will probably be damaged by
it and compensation may be politically infeasible.!

Whether or not the situation is fair to the Citizen’s Income proposal,
it households would suffer losses at the point of implementation of a
Citizen’s Income scheme, then that would quite rightly count against
the feasibility of the scheme. Such losses therefore need to be kept to a
minimum.

I have called this kind of financial feasibility ‘household financial feasibil-
ity’. Financial losses are experienced both by households and by individu-
als within households. It is individuals who receive earned incomes and
many other kinds of income, so gain or loss tends to be an individual
experience; and within households, income is not necessarily equitably
shared, so the amounts that individuals receive might be more relevant
than the amount that the household receives. However, we can assume
that in most cases income is pooled within households, at least to some
extent,” so if one member gains and another loses, then the household
might be better off, and that might be a more significant fact than that
one member of the household has suffered a loss in disposable income.
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I have therefore decided to construct this chapter around the gains and
losses that would be experienced by households on the implementation of
a Citizen’s Income scheme. A similar chapter could have been written on
the basis of gains and losses experienced by individuals.

(Another point to make about households is that they are of differ-
ent sizes, so the absolute gain or loss that a household experiences at the
point of implementation of a Citizen’s Income might not be particularly
relevant. What will matter will be the percentage gains and losses.)

A Citizen’s Income scheme will only be financially feasible in the sense
of household financial feasibility if it imposes almost no losses on low-
income households at the point of implementation, and if it imposes only
acceptable losses on higher-income households. Putting together the two
different kinds of financial feasibility, a Citizen’s Income will be simply
“financially feasible” if (a) it is fiscally feasible, and (b) at the point of imple-
mentation it imposes almost no losses on low-income households, and
only acceptable losses on higher-income households.

4.2 THE SOURCES OF HOUSEHOLD INCOME LLOSSES

In some cases, the damage to household budgets might not relate to
income, but rather to increased costs. In the case of the Iranian and Indian
schemes discussed in Chap. 3, the reduction in subsidies on food and
fuel will impose higher prices. If a country were to implement a Citizen’s
Income scheme by reducing subsidies, and if the additional costs of pur-
chasing food and fuel were greater in total than the total amount of house-
holds’ Citizen’s Incomes, then households would suffer financial loss and
the scheme might not be household financially feasible.

Similarly, if a government creates new money in order to fund Citizen’s
Incomes, then if inflation rises (although there is no reason to assume
that it will) and the rise in prices costs a household a greater amount of
money than the total of their Citizen’s Incomes, then that household will
have suffered a financial loss. New taxes on carbon use might cause fuel
prices to increase, and a financial transaction tax could cause the prices of
imported goods to rise. In both cases, if a household’s Citizen’s Incomes
were to add up to less than the increases in prices, then financial loss would
be the result.

For Citizen’s Incomes funded by making adjustments to exist-
ing tax and benefits systems, any damage to household budgets would
be because of additional tax payments and/or the loss or reduction of
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benefits payments. The Citizen’s Incomes would, of course, enhance
household income, but if increases in tax payments and reductions in
income from other benefits were to add up to more than a household’s
Citizen’s Incomes, then that household would suffer a financial loss.

One source of such losses will be the different ways in which a Citizen’s
Income and means-tested benefits treat households. People living together
generate economies of scale (because they are only paying for one home
and the associated fuel and other costs). When a government pays either
in-work or out-of-work means-tested benefits, it generally pays less to a
couple than it would pay in total to two individuals living separately. This
is because the government wishes to reap the economies of scale rather
than leave them with the couple. A Citizen’s Income would be paid to
every individual, regardless of their personal relationships, so if two people
decided to live together, then their Citizen’s Incomes would not change
(although any means-tested benefits to which they remained entitled
would of course do so). If a revenue neutral Citizen’s Income scheme
were to be implemented, then couples in receipt of means-tested benefits
would generally find themselves better off, and, because in a revenue neu-
tral scheme, total gains must equal total losses, individuals living alone
would tend to be worse off at the point of implementation.

4.3 CoPrING WITH LOSSES?

Are losses at the point of implementation a problem?

Let us take as an example a Citizen’s Income scheme funded by
increasing tax rates and reducing tax allowances and existing benefits.
If the total of such losses for a household were to be greater than the
total of Citizen’s Incomes paid to members of that household, then a net
loss would occur. However, another change might also have occurred.
If a proportion of that household’s income before the implementation
of the Citizen’s Income scheme had consisted of means-tested benefits,
then before implementation of the scheme, any additional earnings will
have been reduced by the tax rate and by withdrawal of those benefits.
The total withdrawal rate, calculated by adding the tax rate to the ben-
efits withdrawal rate, can be quite high.? On the implementation of the
Citizen’s Income scheme, either means-tested benefits would no longer
be paid, in which case the only withdrawal rate would be the tax rate; or
means-tested benefits would still be received, but their amounts would be
lower and a smaller proportion of the household budget would consist of
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means-tested benefits, so it would take less of an increase in earnings to
reach the earnings range within which the only withdrawal rate would be
the tax rate. In either case, the household would be more able to lift itself
out of poverty by earning additional income. Poverty is not just about
the absolute amount of money coming into a household; it could also be
defined as an inability to climb out of poverty.* So we might be able to say
that one family could be better off than another if it had a lower income
but also a lower marginal deduction rate (i.e., a lower total withdrawal
rate: ‘marginal’ because it would apply to additional income rather than
to total income).

However, it would still be difficult for a low-income household if it
suddenly found itself a lot worse off, even if it could then keep more of
every additional £1 of earned income than it could before. If a Citizen’s
Income scheme were to impose losses on low-income households at the
point of implementation, then there would be a problem, so we would
need to avoid as many of those losses as possible.

4.4 CALCULATING LOSSES

Losses are experienced by households, so here we cannot use national
statistics as we did when calculating the net cost of a Citizen’s Income
scheme as a whole. This leaves us with two methods: employing the tax
and benefit regulations to calculate the gain or loss that ought to be expe-
rienced by a typical household, and microsimulation.

4.4.1  The Typical Household Method

There is no such thing as a typical household, of course; but what we can
do is list a variety of typical households by specitying the values of a num-
ber of variables: single or couple, number and ages of children, housing
tenure, earnings levels, and so on. However large the set of typical house-
holds that we construct, there will of course be numerous households that
do not fit any of them (three generational households are often difficult
to fit into categories; shared houses containing couples and single adults
can be difficult to define, especially when couple relationships are flexible;
and a woman and two men, or a man and two women, living together
in a household can mean lots of different things). But still, to construct
a wide diversity of household types, and to work out for each of them
whether they would be likely to suffer losses on the implementation of a
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particular Citizen’s Income scheme, might at least give some indication as
to whether the scheme would be household financially feasible.

Take the simplest example: a working-age adult living alone. For each
earned income level, from zero to a (somewhat arbitrary) high income,
applying the current tax and benefit regulations will generate a disposable
income for each earned income level. A second calculation can then be
done by applying the new tax and benefit regulations that would accom-
pany a Citizen’s Income scheme, and then adding the working-age adult
Citizen’s Income. The calculation generates a second set of disposable
incomes that can then be compared with the first set to determine the gain
or loss at each earnings level.

Complications occur in countries with means-tested benefits related to
housing costs. For each earnings level, a range of calculations will need
to be done for each of a range of rent levels. Further complications relate
to households containing more than one employed adult, as for each
of one individual’s earnings levels, a separate calculation will have to be
undertaken for each of the other individual’s earnings levels. If all of a
country’s tax and benefits calculations are based on a household’s aggre-
gated earnings, then this step is not required; but in most countries, the
calculations of at least some benefits and/or taxes relate to individual
earned income, and here the complication would apply.

If a researcher is particularly interested in the way in which a particular
Citizen’s Income scheme would affect the disposable income of a particu-
lar typical household in which the number and ages of children, earnings
levels, and housing costs are already closely specified, then this method
can be useful. As a guide to whether a particular Citizen’s Income scheme
would impose a high number of unacceptable losses across particular earn-
ings deciles it is less useful. It would often not be clear to what proportion
of households a particular household specification might apply, and so
even if calculations were to generate expected gains and losses for a wide
variety of household types, no overall picture of gains and losses would be
delivered.

4.4.2  Microsimulation

In Chap. 3, I described how microsimulation programs can generate a
list of gains and losses in disposable incomes for a large sample of the
population, and how by summing that list we can gain an accurate esti-
mate of the net cost of a Citizen’s Income scheme. In this chapter, we are
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interested in the list of gains and losses itself. For each household in the
sample, the program generates a gain or loss. This can then be turned into
a percentage of the household’s original disposable income. We can then
order the list of households to generate the results in which we are inter-
ested. Suppose that we want to know how many households in the lowest
disposable income decile (the lowest tenth of disposable incomes) suffer
losses in disposable income greater than 5% on the implementation of a
Citizen’s Income scheme. The households can first be ordered according
to original disposable income, and the bottom tenth of the list selected;
and then that selected list can be reordered according to the magnitude
of gains and losses. The number of losses over 5% can then be counted,
and the number turned into a percentage of the size of the sample. This
gives for the population as a whole the percentage of losses over 5% for
households in the lowest disposable income decile.

Microsimulation programs can also provide a certain amount of detail
if that is required. Suppose that a handful of households with low dispos-
able incomes experience massive losses. The program’s output will gener-
ally enable the particular circumstances of a household’s individuals to be
studied in order to provide an explanation for the losses.

Clearly, we shall be particularly interested in the losses that would be
experienced by low-income households, but household financial feasibility
also requires that no losses will be experienced as unacceptable. A particu-
lar Citizen’s Income scheme might impose no losses at all on low-income
households, but if it were to impose large losses on households elsewhere in
the earnings range, then it might still not be financially feasible in the way in
which either the public or a government would understand that term. For
household financial feasibility, we require minimal losses in the lowest dispos-
able income decile, and only acceptable losses higher up the income range.

There is one problem with the method described. A household of two
parents and three children with twice the disposable income of a house-
hold containing just one adult will not be as well-off as that individual
adult. For the purposes of this exercise, I have ignored the different sizes
of households. More detailed research, employing household weights so
that the disposable incomes of households of different sizes could be more
relevantly compared, would constitute a further research project.® But for
the time being, we shall treat all households with the lowest tenth of dis-
posable incomes as low-income households, knowing that by doing this,
we shall at least be capturing the households, large or small, with the very
lowest incomes.
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In spite of the problems, we are fortunate that modern microsimula-
tion methods enable us to produce the results that they do, and as far as I
know, they offer the only way of providing those results.

4.5  REDISTRIBUTION

It might be true that when it comes to gains and losses, we are primar-
ily interested in what is happening to individual households, but it is also
true that policymakers are sometimes interested in the overall redistributive
effects of Citizen’s Income schemes. A politician on the left of the political
spectrum might wish to see a significant redistribution from rich to poor,
whereas a politician further to the right might wish to see only slight redistri-
bution, and possibly none at all. (Few politicians will argue for redistribution
from poor to rich, even if that might be the effect of some of their policies.)
Here we are asking about aggregated gains and losses, and we are again for-
tunate that microsimulation programs can deliver the required information.
But however interesting the graphs showing redistribution might be to
politicians, and possibly to members of the public, we need to take care that
we do not allow them to displace careful evaluation of the gains and losses
that would be experienced by individual households. We can envisage a rev-
enue neutral Citizen’s Income scheme that would produce both large gains
and large losses among households in the lowest disposable income decile,
but that would generate an aggregate gain for the decile as a whole. This
would appear as a redistribution from rich to poor on a graph that showed
the gains and losses of income deciles, but such a scheme would not be
household financially feasible and so would not be financially feasible.

4.6 CASE STUDIES

4.6.1 How Easily Could a Household Make Good
Amny Losses Experienced on the Implementation
of & Citizen’s Income Scheme?

Citizen’s Incomes of different levels, and paid for by different adjustments
to tax allowances, tax rates, and means-tested and contributory benefits,
would deliver different patterns of gains and losses. Losses are always dif-
ficult for households to cope with, in particular where households have
low incomes. However, the implementation of a Citizen’s Income scheme
in the UK would make coping with losses easier than it would be for many
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households currently receiving means-tested benefits, including any on
the new Universal Credit.

If we assume a household loss of £10 per week, a Universal Credit taper
rate of 65 % (on after-tax income), NICs of 12 %, and Income Tax at 20 %,
then additional earnings of about £42 per week will be required to deliver
the necessary additional £10 of net income. With a Citizen’s Income, the
situation would be very different. The Citizen’s Income would not be
withdrawn, but Income Tax at 20% and NICs at 12% would be payable
on the additional earned income. A household loss of £10 per week could
be made up by earning an additional £14.70 per week. It would therefore
be far easier for a household to make up losses at the point of implementa-
tion of a Citizen’s Income scheme than it is in relation to losses imposed
by changes in current means-tested benefits regulations.

4.6.2  Would a Citizen’s Income for the UK Be Household
Financially Feasible in the Sense That It Would Not
Impose Unacceptable Losses?

4.6.2.1  The Typical Household Method

Take the simplest UK household in 2013-14: a single adult living alone
and earning £30,000 per annum. The Personal Allowance was £9440, and
the basic rate of tax 20% on earned income up to £32,010. Tax payable
would have been £4112. The annual Primary Threshold for NICs was
£7752, and the rate 12 % above that level, so NICs of £2670 were payable.
Net income would have been £23,218. No Working Tax Credit would
have been payable.

If'a Citizen’s Income of £50 per week were to have replaced the Income
Tax Allowance and the NIC Primary Threshold, then Income Tax and NICs
would have been payable on all earned income: £6000 and £3600, respec-
tively. Net earnings would therefore have been £20,400. A Citizen’s Income
of £50 per week works out at approximately £2600 per annum, giving a total
net income of £23,200. This individual would have experienced a small loss.

4.6.2.2  Microsimulation of Three Citizen’s Income Schemes

In Chap. 3, I described a microsimulation exercise that calculated the
Income Tax rate increases that would be required to pay for three differ-
ent strictly revenue neutral Citizen’s Income schemes.®” Here I evaluate
the gains and losses related to the same three schemes.
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Table 4.1 summarizes the characteristics of the schemes and the results
of the simulations.®

In relation to schemes A and C, while it is true that the high losses
imposed on households at the point of implementation are the result of
the complexity of the current tax and benefits scheme, and not of the
Citizen’s Income schemes, such losses would make the schemes impos-
sible to implement. So while all three schemes would be revenue neutral

Table 4.1 Three illustrative Citizen’s Income schemes, with their relationships
to existing benefits, levels of Citizen’s Incomes, and losses imposed at the point of
implementation

Scheme A Scheme B Scheme C
Relationship of Citizen’s  Citizen’s Incomes Means-tested benefits Citizen’s Incomes
Income to means-tested  replace means- are left in place and  replace means-
benefits tested benefits the Citizen’s Income  tested benefits
except for is taken into account except for
Housing Benefit ~ when means-tested ~ Housing Benefit
and Council Tax  benefits are and Council Tax

Benefit. Child calculated. Basic State Benefit. Child
Benefit and State  Pension and Child Benefit and State

Pension are no Benefit are still paid ~ Pension are no
longer paid longer paid
Citizen’s Income levels,
£ per week
Citizen’s Pension 145.40 30 ( + Basic State 120
Pension)
Working-age adult CI 71.70 50 160
Young adult CI 56.80 40 120
Child CI 56.80 20 ( + Child Benefit) 80
Proportion of households  28.03% 1.5% (and 4.37% 29.0%
in the lowest disposable with losses over 5%)
income decile experiencing
losses of over 10% at the
point of implementation
Proportion of all 15.2% 1.24% (and 15.2% 30.2%
households experiencing with losses over 5%)

losses of over 10% at the
point of implementation

Source: Malcolm Torry (2015) Tivo feasible ways to implement a vevenue neutral Citizen’s Income scheme,
Institute for Social and Economic Research Working Paper EM6,/15 (Colchester: Institute for Social and
Economic Research, University of Essex), www.iser.essex.ac.uk /research /publications /working-papers/
curomod/em6-15, p. 6
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in the strictest sense, the only scheme that would be household financially
feasible, and therefore financially feasible, would be scheme B. Note that
this is the scheme that retains means-tested benefits and recalculates them
to take into account households’ Citizen’s Incomes. It is the retention of
the means-tested benefits that reduces almost to zero the losses that would
be experienced by low-income households.

4.6.2.3 A Comparison: A Citizen’s Income Scheme for Catalonin
Microsimulation of the Catalonian proposal for a Citizen’s Income
of €7968 per annum for every adult and of one-fifth of that for every
child (under eighteen years old) described in Chap. 3 shows that all non-
taxpayers would gain, 55% of individual taxpayers would gain, 87 % of
taxpaying households with children would gain, the first 40 % of taxpayers
would experience net gains, and the richest 10 % would contribute almost
80% of the new tax revenue.” Only the wealthiest 1% of the population
would lose significantly.

However, once we study the detail, it becomes clear that substantial
gains among the lowest earners are being paid for partly by losses among
the middle range of taxpayers. A total of 22 % of the fifth earnings decile
would experience losses averaging €559 per annum, and 58.3% of the
sixth earnings decile would experience losses averaging €942 per annum.
The fact that the Gini coefficient would be reduced by 0.12 might be less
relevant than the high rate of losses among some mid-range earners.

4.6.3 A ‘One Step at a Time’ Method for Implementing
Citizen’s Income

Just as it is possible to test the fiscal and household financial feasibilities
of schemes that would implement Citizen’s Incomes for every member of
a population, here we test both kinds of financial feasibility for two early
stages of a scheme that would implement Citizen’s Income one step at a
time.

In the UK, there is a tradition of cautious and piecemeal change to
the benefits system. This has its disadvantages, particularly when the cur-
rent system no longer fits the society, economy, and employment market
that it needs to serve; but the advantage is that new approaches can be
tested out without causing too much disruption to administrative systems
or to household budgets. Let us assume that the arguments for Citizen’s
Income are understood by policymakers, and that only the psychological


http://dx.doi.org/10.1057/978-1-137-53078-3_3

78 M. TORRY

difficulties relating to the transition from the current system to one based
on a Citizen’s Income stand in the way of implementation. In this situa-
tion, it could be useful to have asked about the financial feasibility of tak-
ing the first steps towards a universal unconditional and nonwithdrawable
income for every citizen.

Clearly, a possible method would be to start with children and young
people, say up to the age of eighteen, and then as they grow into adult-
hood to allow them to keep their Citizen’s Incomes. If at the same time
the new STP were to be turned into a genuine Citizen’s Pension, then it
would take about fifty years to implement the Citizen’s Income (a period
that could be shortened by thirteen years if a pre-retirement unconditional
and nonwithdrawable income were to be paid to everyone over the age
of fifty-five).

As for the Citizen’s Income schemes that we have already discussed, we
assume that Income Tax rises above 3% would be difficult both psycho-
logically and politically.

4.6.3.1  The First Step: Raising Child Benefit for Children

Up to the Age of Fifteen
The first step would apply to children up to their sixteenth birthday, and
would equalize the Child Benefit paid for every child.

Here, the only other change required would be to increase NICs by 4 %
above the Upper Earnings Limit.!° Income Tax Personal Allowances and
tax thresholds could remain as they are.

The results for two different rates are as shown in Table 4.2.

Scheme b fulfils our criteria, but the Income Tax rate for scheme a is
too high.

However, as we can see from Table 4.3, the number of children in pov-
erty would be reduced by a tenth if a single Child Benefit rate of £40 were
to apply to children under the age of sixteen, and to raise Child Benefit to
£56.80 would reduce by a quarter the number of children in poverty. Such
reductions in child poverty would in themselves be an excellent reason
for raising Child Benefit immediately to a single rate of £40, and then to
£56.80. For such a virtuous purpose, increasing Income Tax rates by 4.5 %
might be acceptable.

The modest rise in NICs, and bearable rises in Income Tax rates, would
in either case suggest financial feasibility for such a worthwhile outcome.
To establish such a Citizen’s Income for children would be a useful first
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Table 4.2 Two Child Citizen’s Income schemes, showing the Income Tax
rate increases required, and losses imposed on houscholds at the point of
implementation

Scheme a Scheme b

Child Citizen’s Income (increased CB) £ per week for every 56.80 40
child up to the age of 15

Income Tax rate increase required for strict revenue neutrality 4.5% 2.5%
Income Tax, basic rate 24.5% 22.5%
Income Tax, higher rate 44.5% 42.5%
Income Tax, top rate 49.5% 47.5%
Proportion of households in the lowest disposable income decile 0% 0%
experiencing losses of over 10 % at the point of implementation

Proportion of houscholds in the lowest disposable income decile  0.04% 0%
experiencing losses of over 5% at the point of implementation

Proportion of all houscholds experiencing losses of over 10% at ~ 0.52% 0.03%
the point of implementation

Proportion of all households experiencing losses of over 5% at 5.72% 1.88%
the point of implementation

Administrative saving assumed £0bn £0bn
Net cost of scheme £0.34bn  —£0.43bn

Source: Malcolm Torry (2015) Two feasible ways to implement a vevenue neutval Citizen’s Income scheme,
Institute for Social and Economic Research Working Paper EM6,/15 (Colchester: Institute for Social and
Economic Research, University of Essex), www.iser.essex.ac.uk/research/publications /working-papers/
curomod/em6-15, p. 9

Table 4.3 Reductions in inequality and child poverty achieved by the two Child
Citizen’s Income schemes

2013 base  Child Benefit Child Benefit

system raised to £56.80  raised to £40
Gini coefficient for disposable income 0.30 0.28 0.29
Children in poverty 12.16% 9.18% 10.84%
% reduction of children in poverty 24.5% 10.85%

Source: Malcolm Torry (2015) Two feasible ways to implement a vevenue neutval Citizen’s Income scheme,
Institute for Social and Economic Research Working Paper EM6,/15 (Colchester: Institute for Social and
Economic Research, University of Essex), www.iser.essex.ac.uk /research /publications /working-papers/
euromod,/em6-15, p. 10
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step on the road to a Citizen’s Income for every age group, and one that
could be achieved with public acceptance simply because children are uni-
versally regarded as a deserving demographic group.

4.6.3.2  The Second Step: Implementing a Young Adult Citizen’s
Income of £56.80 or £40 per Week for Young Adults Between
Their Sixteenth and Their Nineteenth Bivthdays
(Such a Young adult Citizen’s Income could be paid to the main carer
until the eighteenth birthday, and then transferred to the young adult, or
a staged transfer could occur.)

The only other change required would be to increase NICs, in this case
by 6% above the Upper Earnings Limit.!! Income Tax Personal Allowances
and tax thresholds could remain as they are, except that for those young
adults now receiving a Citizen’s Income, all earnings would be taxed, thus
enabling their Citizen’s Incomes to be paid for as they grew older.

Results are as shown in Table 4.4.

Either of the two relatively modest proposals would not raise Income
Tax rates, could generate savings (which would be useful), and would
begin to sort out the income maintenance of a demographic group that is
currently ill-served by a patchwork of provisions that makes little sense and
that does not provide the kind of flexibility needed during a period that is
inevitably one of transitions.

4.6.3.3  Discussion of Both of the Above Steps Tnken Together

Comparing the two schemes b and d with scheme B above shows that
the increases in NICs above the Upper Earnings Limit and in Income
Tax rates required by scheme B are generated by the Citizen’s Incomes
granted to children and young adults, and that the working-age adult
Citizen’s Incomes are effectively paid for by the loss of the Income Tax
Personal Allowance, as we would rather expect.

If both the increased Child Benefit and the Young adult’s Citizen’s
Income were to be implemented, then NICs would be at 12% on all
earned income. The recipient year groups would not receive Income Tax
Personal Allowances, and as they grew older, they would continue to
receive Citizen’s Incomes (while everyone older than them would not be
receiving Citizen’s Incomes and would retain their Personal Allowances).
The means-tested benefits structure would still be in place, and we would
be well on the way to implementing scheme B (but with a genuine Child
Citizen’s Income, rather than a combination of Child Benefit and Child
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Table 4.4 Two young adult Citizen’s Income schemes, showing the Income Tax
rate increases required, and losses imposed on houscholds at the point of
implementation

Scheme ¢ Scheme d

Young adult Citizen’s Income, £ per week 56.80 40

Income Tax rate increase required for strict 0% (i.c., no 0% (i.c., no increase

revenue neutrality increase would be  would be required)
required)

Income Tax, basic rate 20% 20%

Income Tax, higher rate 40% 40%

Income Tax, top rate 45% 45%

Proportion of houscholds in the lowest 0.23% 0.52%

disposable income decile experiencing losses of

over 10% at the point of implementation

Proportion of houscholds in the lowest 0.39% 0.52%
disposable income decile experiencing losses of

over 5% at the point of implementation

Proportion of all houscholds experiencing losses 0.39 % 0.82%

of over 10% at the point of implementation

Proportion of all households experiencing losses 1.63% 2.71%

of over 5% at the point of implementation

Administrative saving assumed £0bn £0bn

Net cost of scheme -£0.6bn -£2.65bn

Source: Malcolm Torry (2015) Tivo feasible ways to implement a vevenue neutral Citizen’s Income scheme,
Institute for Social and Economic Research Working Paper EM6,/15 (Colchester: Institute for Social and
Economic Research, University of Essex), www.iser.essex.ac.uk/research/publications /working-papers/
ecuromod/em6-15, p. 11

Citizen’s Income). Gradual increases in the Citizen’s Income rates for
children and young adults would be both affordable and acceptable,
enabling a Citizen’s Income of £56.80 to be paid to all adults. Further
rises might be acceptable. Because of the gradual nature of the imple-
mentation, nobody would ever need to suffer the modest losses in dispos-
able income that would occur if scheme B were to be implemented in its
entirety all in one go.

4.7 CONCLUSION

In order to be financially feasible, a Citizen’s Income scheme would need
to be both fiscally feasible and household financially feasible: that is, it
would need to be affordable as a whole, and it would need to impose no
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unacceptable losses on households at the point of implementation. For
any household not right at the bottom of the earnings range and receiving
means-tested benefits before the implementation of the Citizen’s Income
scheme, a small loss would be acceptable, because the lower marginal
deduction rates delivered by the scheme would enable it to earn sufficient
to cover the loss more easily than would be the case under the present
system; but it is still true that almost no losses should be imposed on
households with the lowest disposable incomes. I say almost no losses,
because there will always be the occasional household with unusual char-
acteristics that will generate losses whatever kind of Citizen’s Income
scheme is implemented. (Particularly interesting are the sample house-
holds that generate negative disposable incomes under the present system,
the Citizen’s Income scheme, or both.) Very small numbers of losses can
be handled by the households themselves or by transitional provisions, but
the aim must still be to avoid any losses at all among households with the
lowest disposable incomes.

Given that in a strictly revenue neutral scheme, aggregate losses must
equal aggregate gains, ensuring minimal losses among households with the
lowest disposable incomes will mean that most losses will appear further
up the income range. There will inevitably be some redistribution from
the highest income decile to the lowest income decile (and therefore also
from the highest earnings decile to the lowest earnings decile). Nobody
should regard this as a problem. Any government so minded, of course,
would be able to implement a revenue neutral Citizen’s Income scheme
that delivered the pattern of redistribution that it required. Directing
redistribution mainly towards those deciles just above the lowest might be
politically attractive.

In his book Inequality, Tony Atkinson makes a number of proposals for
reducing inequality: a more progressive Income Tax, Child Benefit paid
at a substantial rate, an EU-wide Child Basic Income, and a Participation
Income that looks as if it has been modelled as a Citizen’s Income.'* It is
perhaps no surprise that Atkinson’s agenda and the content of this paper
are similar; and equally no surprise that the steps that both Atkinson and
this paper envisage would be steps towards a Citizen’s Income.

We need a new approach to tax and benefits in the UK, and a Citizen’s
Income offers precisely what we require. Increasingly, objections are not
to the principle of a Citizen’s Income, but to its feasibility. In Chap. 3
and in this chapter, I have shown that it is perfectly possible to construct
a financially feasible Citizen’s Income scheme. Schemes A and C and the
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Catalonian scheme would be neither fiscally nor household financially fea-
sible in the short term, although as longer-term goals, they could be use-
ful; but scheme B would be both fiscally and household financially feasible
from the point of implementation.

A widespread debate about both the principle and the detail is now
required. My recommendation would be that the debate should initially
restrict itself to strictly revenue neutral schemes that do not propose large
increases in Income Tax rates, and that the schemes considered should
impose very few losses on low-income households. Scheme B would be
a good place to start. Two tracks towards implementation could then be
studied: implementation of the entire scheme all in one go, and imple-
mentation one step at a time, starting with a Child Citizen’s Income and
a Young adult’s Citizen’s Income.

The difficulties facing our current tax and benefits systems, and the
importance of fashioning a benefits system that will better serve our soci-
ety and our economy, suggest that the government, think tanks, and aca-
demic institutions should now be applying substantial research and policy
analysis resources to the subject; and the many good arguments for a
Citizen’s Income,'? along with the results of these two chapters, suggest
that a considerable proportion of that effort should be spent on fashioning
a tax and benefits system based on a financially feasible Citizen’s Income.

But of course the kind of modelling work that I have described in this
chapter and in the previous one will never be enough on its own. All it can
do is provide the information that enables policymakers to take a number
of options off the agenda. It can never ensure that other options remain
on the agenda. As Greenberger, Crenson, and Crissey put it in their study
of the computer modelling of policy options:

Although the domain of knowledge in the policy process seems to have
been expanding, the expansion may be more apparent than real. There is no
evidence that the domain of politics has really contracted.'*

But that is to simplify the problem. Modelling is itself a political act because
if a computer program is to be used to model reform options, then the
choice of the options to be modelled, and the detailed regulation and
benefit changes that the researcher chooses to implement in the program,
will be political choices (but no more political of course than the choices
behind the structure and regulations of the current benefits system). To
this extent, the modelling might be accused of being partisan: that is, of



84 M. TORRY

favouring particular options before the debate has begun. A somewhat
different interpretation is to view the choice of schemes to be modelled as
contributions to an ongoing debate.'® If widespread debate occurs on the
basis of the modelling of a variety of different Citizen’s Income schemes,
and that debate then influences further modelling work, then that will be
a sign that modelling is being used to promote debate and not to close it
down.'®

What we require is holistic research into the feasibility of Citizen’s
Income: that is, research that builds relationships between different kinds
of research into different kinds of feasibility. In the context of this chapter,
that means that research into financial feasibility must remain constantly
in touch with research into psychological feasibility, behavioural feasibility,
administrative feasibility, political feasibility, and policy process feasibility.
This might create a somewhat complex research process, but it will be one
that might deliver a robust conclusion about Citizen’s Income’s feasibility.
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CHAPTER 5

Is a Citizen’s Income Psychologically
Feasible?

5.1 INTRODUCTION

Would a benefits system based on Citizen’s Income be a major shift in policy
or merely a minor administrative adjustment? The answer is ‘Both’. A rev-
enue neutral scheme would be largely a change in administrative methods:
away from income tax personal allowances, means-tested benefits, and social
insurance benefits, and towards universal, unconditional, and nonwithdraw-
able benefits. If the scheme implemented was household financially feasible,
then individuals and households would experience little difference in their
disposable income at the point of implementation. Later on, they would
notice the difference that lower marginal deduction rates were making (if
their earnings rose, they would experience an increase in spending power);
many households would enjoy greater freedom from bureaucratic control;
and every individual would enjoy the efficiency of the Citizen’s Income pay-
ments, and the financial security that that would create; but at the point of
implementation, many people would wonder what all the fuss was about.
So yes, Citizen’s Income would be a relatively minor change in the way in
which a country manages its tax and benefits systems. But it would also be
a whole new way of managing a population’s income maintenance. For the
first time, every individual would regularly receive money into their bank
account without having to earn it, without paying any contributions, and
without having to submit themselves to means tests, work tests, or any other
tests. It is this characteristic of Citizen’s Income that thrills some people
and perplexes others; and it is this characteristic that will require public
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understanding and approval before legislators will be prepared to think
about implementing a Citizen’s Income scheme. Financial feasibility is not
enough. Psychological feasibility will be required.

5.2 PsycHOLOGICAL FEASIBILITY

De Wispelaere and Noguera define psychological feasibility as

the legitimation of a policy through securing a broad level of social accep-
tance among the general public ... the challenge of psychological feasibility
is to convince the public at large that [Citizen’s Income] is a normatively
attractive and practically effective policy.!

There are two ways of approaching this problem, and each of them under-
stands the term ‘psychological feasibility” in a slightly different way:

5.2.1 Hegemonic Moval Disconvses

We can recognize, with Antonio Gramsci, that dominant groups within
society can exercise ‘hegemony’. Gramsci sometimes uses the term to
express the process whereby an invading country imposes its culture and
laws on an occupied country,” but more often as the idea that an interpre-
tation of the world has been imposed on society by a dominant group that
benefits from that imposition.?

The functions in question are precisely organisational and connective. The
intellectuals are the dominant group’s ‘deputies’; exercising the subaltern
functions of social hegemony and political government. These comprise:
1. The ‘spontaneous’ consent given by the great masses of the population
to the general direction imposed on social life by the dominant fundamen-
tal group; this consent is ‘historically’ caused by the prestige (and conse-
quent confidence) which the dominant group enjoys because of its position
and function in the world of production. 2. The apparatus of state coercive
power which ‘legally” enforces discipline on those groups who do not ‘con-
sent’ either actively or passively. This apparatus is, however, constituted for
the whole of society in anticipation of moments of crisis of command and
direction when spontaneous consent has failed.*

The transition from the first to the second mechanism for coercion might
be illustrated by the increasingly sanctions-dominated character of ‘active
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labour market” policies in European and other countries; but whereas the
mechanism through which hegemony is exercised can sometimes be physi-
cal or legal force, it will usually be rather more subtle: for instance, via arti-
cles in the press—and it will take into account the interests of the classes
on which hegemony is imposed.® Take the ‘scroungers’ and the ‘strivers
v. skivers’ language that for thirty years has circulated in the UK press.¢
Politicians rarely use those words, but their speeches will often reference
the implied social division. As George Osborne, the UK’s Chancellor of
the Exchequer, put it in 2012:

Where is the fairness, we ask, for the shift-worker, leaving home in the dark
hours of the early morning, who looks up at the closed blinds of their next-
door neighbour sleeping off a life on benefits?”

The combination of ‘striver” with ‘skiver’ is now so deeply embedded in
the public consciousness that only “striver’ has to be mentioned for ‘skiver’
to be understood.® The language represents a hegemony: in this case, a
presupposition that society is divided into two classes of people. It is sim-
ply not true that society is divided in this way,” but the fiction is a con-
venient one for the government, because it makes it easier to cut benefit
levels; it persuades a large proportion of the public that the government
is on their side, thus securing a solid electoral base; it enables everyone in
employment to understand themselves as virtuous, and as belonging to
society in ways in which those not in employment do not belong; and it
enables harsh sanctions to be imposed on people who are unemployed: a
strategy that appears to be designed to perpetuate the stated social division
in the public mind.

Such ‘moral discourses—*systems of thought that simultaneously take
up ideas, ideologies, attitudes, actions, and concepts informing our under-
standings of self, world, and others’'>—flow through society and its insti-
tutions, significantly influence our ideas and actions, and, to some extent,
control them. One factor that prevents any moral discourse from consti-
tuting an unchallengeable hegemony is that society is riddled with contra-
dictory moral discourses,'!' so we find ourselves both expressing and acting
on entirely contradictory sets of presuppositions. In the UK a ‘strivers
and skivers’ discourse delivers benefits sanctions, and a solidaristic ‘equal
citizenship’ discourse maintains the National Health Service as a service
free at the point of use. The two discourses might be described as ‘rights
contingent upon contribution’ and ‘rights an invitation to contribute’.



90 M. TORRY

The hegemony that dominant groups can exercise in society currently
ensures the dominance and constant reinforcement of the former,'? thus
ensuring the marginalization of the latter.

So the position that we have reached is that powerful groups within
society have the ability to promote the moral discourses that serve their
interests, those moral discourses become dominant and can significantly
influence our ideas and actions, and alternative discourses, although still
available to us, struggle to exert influence.

This understanding of the situation suggests that for Citizen’s Income to
be psychologically feasible, a solidaristic moral discourse will need to become
dominant, which in turn suggests that those groups in society with an inter-
est in maintaining a more divisive moral discourse will need to lose their
hegemonic status. The recent major financial crisis has not even dented the
current social order or its hegemonic moral discourse, but instead appears to
have strengthened them. There would appear to be little chance of a shift in
hegemonic moral discourse in the short to medium term. I shall therefore
see if by defining psychological feasibility a little differently, we can approach
the task in a different way and obtain a psychological feasibility that might
contribute to delivering a Citizen’s Income scheme.

52.2  Individual and Social Psychologies

A different way of looking at the situation is to focus first of all on each
of our individual psychologies. The way that each of us understands the
world is influenced by our upbringing, our genetic inheritance, the social
norms that we encounter in the society, institutions and groups to which
we relate, and the thinking that we do ourselves: the conceptual connec-
tions that we draw, the connections that we reject, and the connections
that we change. Our own thought processes will sometimes be conscious,
and sometimes unconscious, so we shall sometimes be surprised by the
new connections that we draw, reject, or alter.

This understanding of our psychologies suggests that Citizen’s Income’s
psychological feasibility requires that a sufficient number of members of
the relevant population come to understand the advantages and accept-
ability of Citizen’s Income, and in particular that a sufficient number of
individuals in relevant policy-making positions come to understand them.
What is required is a relevant and appropriate social psychological shift,
constituted by a sufficient number of individual psychological shifts. What
is not required is a change in any hegemonic moral discourse.
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In order for the necessary individual psychological shifts to occur, a suf-
ficient number of individuals will need to challenge social norms that are
inimical to universal and unconditional benefits at the same time as they

understand and accommodate the enduring features of the policy-making
environment and the ways in which the environment can change to enhance
or retard the possibility of policy change.'?

In most countries, this will not be an easy task. We have lived with con-
tributory and means-tested benefits for a long time—for four hundred
years in the UK—so it is difficult not to judge universal and uncondi-
tional benefits by criteria based on presuppositions underlying means-
testing and social insurance: ‘the rich don’t need it’, ‘if people earn more,
then their benefits should be reduced’, ‘people won’t work if you just
give them the money’. If unconditional benefits are tested using criteria
based on these presuppositions, then they inevitably fail the tests. We
might argue that it would be just as rational to base criteria on the char-
acteristics of universal benefits and then see if means-tested and social
insurance benefits pass the consequent tests,'* but that is to ignore the
fact that we are not entirely rational beings. The fact that something is
logical, or that the majority of the evidence supports it, will not neces-
sarily mean that we will believe it. Logical argument and the presentation
of evidence are not enough. In order for Citizen’s Income to be psycho-
logically feasible for an individual, a conversion experience is required.
The penny needs to drop. Deeply held presuppositions need to change,
and fears need to be addressed.!® But even that is not enough. The psy-
chological feasibility of Citizen’s Income is not simply about individual
psychological feasibilities. It is about psychological feasibility for a suf-
ficient proportion of society, and in particular for the large collection of
institutions and individuals that constitutes the policy-making process.
After proving financial feasibility, the biggest task facing any individual
or institution that wishes to see Citizen’s Income implemented will be
the achievement of sufficient individual conversions to ensure the rel-
evant social psychological feasibility.

We therefore have two questions to answer: How might individual con-
version experiences occur? And how might multiple individual conver-
sion experiences generate a social conversion experience;—that is, how
might individual conversions generate a sufficient relevant change in pub-
lic opinion?
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As before, we shall need to discuss the characteristics of different
Citizen’s Income schemes, as well as the idea of Citizen’s Income, because
it is always a particular scheme that will need to be implemented; so the
task is even more onerous than we might have thought. Not only must the
idea of Citizen’s Income achieve psychological feasibility, but a particular
scheme will also need to achieve it.

There are some public policy fields in which public opinion plays
only a small part in policy making,'® but in the benefits sphere, public
opinion matters. This does not mean that every member of a popula-
tion will need to be enthusiastic about Citizen’s Income; it means that
for psychological feasibility, a sufficient proportion of the general pub-
lic will need to be comfortable with the proposal, and that sufficient
numbers of individuals and institutions in the policy process will need
to be enthusiastic. The task of this chapter is therefore important as
well as difficult.

5.3  TuEe Recrerocity NORM

‘Reciprocity’ can mean a number of different things. It can mean a
general sense that we belong together in society and that every mem-
ber of society should receive what they need and contribute what they
can, without specifying the order in which receiving and contribut-
ing should occur, or it can be defined as the idea that nobody should
receive something until they have contributed. Societies that operate
benefits sanctions regimes have shifted towards the latter definition,
but because there will be societies at various points along the spectrum
defined by the two positions, I shall define reciprocity as a flexible
concept that can mean either of the extreme positions or any point
between them. I shall also agree with Stuart White when he suggests
that the expectation of contribution has to be conditional on society
being sufficiently just:

Where institutions governing economic life are otherwise sufficiently just,
e.g., in terms of the availability of opportunities for productive participation
and the rewards attached to these opportunities, then those who claim the
generous share of the social product available to them under these institu-
tions have an obligation to make a decent productive contribution, suitably
proportional and fitting for ability and circumstances, to the community in
return. I term this the fair-dues conception of reciprocity.'”
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Wherever our society is on the spectrum of definitions of reciprocity, and
wherever we are on it personally, reciprocity will need to be ‘fair-dues
reciprocity’. If some members of society do not conform to the reciprocity
norm, then other members of society are having to contribute more than
their fair share and are therefore being exploited by those who are not
contributing. ‘Civic labour’ is therefore required—paid work, care work,
and voluntary community activity—in order to create the ‘civic minimum’
of income and other services that is the right of every citizen.!® So

in a context of otherwise sufficiently fair economic arrangements, everyone
should do their bit."”

Whether this is true of every culture I do not know, but every culture
that I know recognizes some version of the reciprocity norm, whether
expressed as the work ethic, the contributory principle, or deserving-
ness, depending on where we are on the spectrum of reciprocity defini-
tions.?’ Svallfors?! and Staerké, Liki, and Scheideggar?® find that this
social norm is not simply an expression of self-interest on the part of tax-
payers; it is a deeply held presupposition that undergirds public approval
of benefits systems,?® generates the ubiquitous feeling that ‘something
for nothing’ is wrong, drives the consistent poll findings that most peo-
ple think that paid employment is the normative route to an income,
and underpins the idea that social security benefits should only be paid
to those who cannot work and who for some reason deserve to receive
them, for instance, through disability. Here deservingness functions as
a substitute for reciprocity,’* and because severe sanctions for current
non-contribution can make it psychologically difficult for someone to
contribute, being counted as not deserving can make future reciprocity
impossible.

Reciprocity provides the strongest legitimation for a benefits system
where that system is understood as a redistribution across the lifecycle
via social insurance contributions and benefits.”® The fact that in many
social insurance systems—such as that in the UK—the levels of ben-
efits bear little relation to the number or levels of contributions paid
in is beside the point. People feel that they are getting what they have
paid for, even if they are in fact receiving a contingency benefit paid
for out of general taxation. The fact that a Citizen’s Income would be
a more honest way of redistributing income is again beside the point.
It is the reciprocity-related psychology that generates the legitimacy of
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social insurance, and the same psychology is not immediately available
to unconditional benefits.

In 2000, Liebig and Mau sent questionnaires to a random sample of
121 German employees and followed them up with interviews based on a
series of vignettes:

We were able to establish that an unconditional granting of a uniform mini-
mum income independent of people’s productive contributions runs against
the moral intuitions of our respondents. ... People seem to be suspicious of
the idea of non-conditionality ... The claim to a share in societal wealth is
perceived as unfair if citizens are not willing to cooperate socially and make
some kind of effort. Conditionality, therefore, affirms the link between
income entitlement and productive contributions and thereby safeguards
the reciprocity requirements. ... A uniform and fully unconditional welfare
entitlement is not endorsed.?

Research in the Netherlands suggests public approval of the idea that

the government should intervene to reduce inequality in society and should
spend adequate amounts for this purpose, and that these government pro-
visions [should] not have unfavourable repercussions in the economic or
moral spheres.?”

Coughlin reports similar research that shows that

the idea of collective responsibility for assuring minimum standards of
employment, health care, income, and other conditions of social and eco-
nomic well-being has everywhere gained a foothold in popular values and
beliefs. And yet the survey evidence suggests a simultaneous tendency
supporting individual achievement, mobility, and responsibility for one’s
own lot.”®

This suggests that the differences in public opinion in relation to uncondi-
tional benefits for different groups in society are the result of different bal-
ances between two opposing trends, and perhaps between two opposing
moral discourses. The unemployed would be expected to be ‘responsible
for their own lot’, hence the suspicion generated when unconditional ben-
efits for the unemployed are suggested. Children and the elderly cannot
always be ‘responsible for their own lot’, and so are owed a minimum
standard of income by society.
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5.4  CaN MINDSETS BE SHIFTED?

Whatever the cause or causes of the deep psychological barriers to Citizen’s
Income, at individual and societal levels, the important question to ask in
relation to our exploration of the feasibility of Citizen’s Income is this:
Can mindsets be shifted? Can sufficient individual psychological change
deliver the social psychological change that would be required to make
Citizen’s Income feasible?

My experience of explaining Citizen’s Income to intelligent individuals,
or to groups of intelligent people, is that at the forefront of people’s minds
are such understandable presuppositions as ‘to reduce poverty we need to
give more money to the poor’, ‘to reduce inequality we need to give more
money to the poor’, ‘if you give more money to the poor then they might
not work’, and ‘the rich don’t need benefits’. I might draw the individual
or group’s attention to existing unconditional benefits, such as the UK’s
Child Benefit. This gives the same amount of money to every family with
the same number of children, and it reduces poverty because it provides
additional income for families with the lowest incomes, and it reduces
inequality because it constitutes a higher proportion of total income for
those with low incomes than it does for those with high incomes. Child
Benefit provides additional income for those with the lowest incomes, but
because it is not withdrawn as earned income rises, it does not act as an
employment disincentive and so is more likely to encourage additional
gainful employment than means-tested benefits are. The wealthy pay more
in Income Tax than they receive in Child Benefit, so it hardly matters that
they receive Child Benefit; and it is better that they do receive it because to
give the benefit to every family with children is administratively efficient,
and it removes any possibility of stigma. I might also draw the group’s
attention to means-tested benefits. These give more to the poor than to
the rich, but because the benefits are withdrawn as earnings rise, they pre-
vent families from earning their way out of poverty, and they make it less
likely that people will seek gainful employment, and they therefore tend
to increase inequality.

When I suggest that the intentions behind the group’s presupposi-
tions are better served by Child Benefit than by means-tested benefits,
and that a Citizen’s Income would also serve those intentions better
than means-tested benefits currently do, I can see the penny drop for
some of the group’s members. They have understood. But by the end of
the session, there will still be some members of the group who cannot
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see beyond the idea that if the poor need more money, then means-
testing is the obvious way to make sure that they get the money that they
need. At the end of a radio interview in which a similar conversation had
occurred, the interviewer remarked: ‘Give the money to everyone? I’ve
never heard anything so ridiculous in all my life.” A conversion experi-
ence had not occurred.

The presuppositions are so difficult to shake off because we have lived
with them for so long. Since Elizabethan times, the UK has operated
means tests, with the State giving more to the poor than to the rich and
then withdrawing benefits as other income rises. Four centuries ago, this
might have been the only option, but in the context of a progressive tax
system, unconditional and nonwithdrawable benefits are the administra-
tively efficient way to provide those with low incomes with additional
income, and, at the same time, to ensure that they experience no employ-
ment disincentives. Unfortunately, whether in small groups, larger groups,
or a whole population, the apparently hardwired presupposition in favour
of means-testing remains the majority opinion, so individuals conform to
it unthinkingly.*® Moreover, in order to save ourselves intellectual effort,
we tend to accept the opinions of such authorities as newspapers and radio
show hosts, and our acceptance of the majority opinion becomes even
more firmly embedded, particularly when policy change moves in the
same direction as public opinion.*® There is nothing surprising about any
of this, and it is here that the understanding of Citizen’s Income’s psycho-
logical feasibility as a combination of individual psychological feasibilities,
and the understanding of it as a change in society’s moral discourse, comes
together: for if the moral discourse were to change, then a lot more people
would be susceptible to individual conversion.

The question for us here is this: Is it possible to shift the public mindset
sufficiently without the most hegemonic moral discourses changing? Is it
possible that sufficient numbers of people will understand that in the con-
text of a progressive tax system, a universal benefit is a more constructive
way of targeting money on the poor than means-testing will ever be?—that
universal benefits make people more likely to work, and not less?—that the
tax system takes far more from the wealthy than they would receive in
universal benefits, so that it is not a problem that they would receive the
benefits along with everybody else?

Since William James wrote The Varieties of Religious Experience, we
have known quite a lot about individual conversion experiences, both
religious and otherwise®!; and, more recently, Serge Moscovici has
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shown how a minority within a group can convert the majority to their
viewpoint:

A minority, which by definition expresses a deviant judgment, a judgment
contrary to the norms respected by the social group, convinces some mem-
bers of the group, who may accept its judgment in private. They will be
reluctant to do so publicly, however, either for fear of losing face or to avoid
the risk of speaking or acting in a deviant fashion in the presence of others.?

If individual but unexpressed conversions then occur, public com-
pliance with the view expressed by the majority can for a long time
coexist with an increasing minority thinking differently. Then one act
of courage can reveal how opinion is shifting, particularly if the shift
required by the majority is not too great.*® A snowball effect can then
occur because

a consistent minority can exert an influence to the same extent as a con-
sistent majority, and ... the former will generally have a greater effect on a
deeper level, while the latter often has less, or none, at that level.*

Nemeth, Swedlund and Kanki have shown that while the minority needs to
propound a consistent position if it is to shift opinion within the group, it
also needs to be flexible where it can be if the majority is to be converted to
its position, because flexibility in the context of consistency communicates
the minority’s confidence in its position and makes clearer where it is being
consistent.®® The right balance is essential. Too much flexibility and con-
sistency is lost, which leads to lack of influence; but too little flexibility and
dialogue partners will wish to abort the discussion.*® If a convinced minor-
ity can exhibit the right balance between consistency and flexibility, then
they will open the minds of members of the majority to a range of alterna-
tives, thus replacing the majority’s previous convergent mental processes
with divergent thinking that might be willing to take in a variety of views
and then judge between them.?” Two processes are therefore at work. The
minority’s opinion will directly influence the majority, and at the same time,
the minority’s flexible consistency encourages the majority to think around
the issues and to take seriously the alternatives now on offer.* Active, con-
sistent, and flexible minorities can therefore exercise considerable influence.

Moscovici’s research related to groups and institutions, and we ought not
to assume that a whole society will function in the same way; but our recent
experience of a rapid global shift of public opinion towards same-sex marriage
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suggests that the same process might also occur on a societal level. That par-
ticular transition might be informative, particularly in relation to the incre-
mental practical steps by which it occurred. In the USA, Bill Clinton balked
at permitting openly homosexual people to serve in the armed forces, and
now we have seen an increasing number of States permitting same-sex mar-
riage and a Supreme Court judgement in favour of it. Within just sixty years,
the UK has seen the decriminalization of homosexual activity, anti-discrimi-
nation legislation, equalities legislation, civil partnerships, and, now, same-sex
marriage. Perhaps the most rapid shift has been witnessed in the Republic
of Ireland, where in a traditional catholic country, a referendum in 2015
has put same-sex marriage into the constitution. The same process occurred
in the UK with equalities legislation more generally. Starting with the Race
Discrimination Act in 1965 and the Equal Pay Act in 1970, the UK govern-
ment has legislated for various equalities when doing so has been somewhat
ahead of public opinion. Each legislative step changed public behaviour and
propelled an already changing public opinion more quickly along its trajec-
tory, and thus prepared the ground for the next legislative step that would
be slightly ahead of public opinion. The public opinion trajectory was always
clear, so although it might have looked as though the government was taking
arisk, in fact it was not. The same process has been witnessed across much of
Europe in relation to smoking in buildings open to the public. Public opinion
was beginning to turn, passive smoking was being recognized for the health
hazard that it is, and governments have not found it difficult to legislate to
prevent smoking in enclosed spaces that are open to the public, including
workplaces. While there are still too many people who smoke, and particu-
larly young people, there would be public approval for further restrictions.
The Mayor of London recently proposed that smoking should be banned in
public parks. There was much approval expressed, and the objections of those
still insisting on the freedom to smoke were rather muted. Public opinion can
be difficult to gauge,*” and its future shape can be difficult to predict, but we
should never discount the possibility of rapid change.

So what might cause a similar rapid conversion to unconditional ben-
efits among both the general public and policymakers?

5.5 EDUCATION

In any developed country, the tax and benefits systems will have evolved
over many decades, and they will have reached levels of complexity
that make individual and public understanding very difficult to achieve.
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Research has shown just how little most people understand even when the
questions that they are asked relate to those parts of the tax and benefits
systems in which they themselves are involved.*’ In developing countries,
a variety of schemes might be in existence: benefits systems, tax systems,
subsidy systems, and guaranteed job systems, and they will all be compli-
cated and little understood by the people affected by them.

Is it hopeless to seek to educate even a few individuals, and then the
general public, about a subject that even professional benefits advisers find
difficult to understand? In the UK, the most recent edition of the Child
Poverty Action Group’s Welfare Benefits and Tnx Credits Handbook runs
to 1740 pages.*! Forty years ago, I administered means-tested benefits
for two years. During the 1970s, the regulations were in ring binders,
and they filled a bookshelf. Now everything is computerized, but if my
experience then is anything to go by, staff members will have only a hazy
idea about what is in the regulations. Errors are rife.*? It all adds up to an
impression that not even the experts understand the system, so what hope
is there that anyone else will understand it?

It might be helpful here to study a policy area that can look as compli-
cated as the benefits system: membership of the EU. Across Europe, we
now hear a lot about Euroscepticism. In European, national, and even
local elections, political parties that want to take countries out of the
EU are doing well in the polls. In the UK, most newspapers are mildly
Eurosceptic, and sometimes avidly so. Even though most business lead-
ers, in the UK and elsewhere in Europe, are in favour of their countries
staying in the EU, the occasional one who is not is the one who gets the
press coverage.*? In order to appease Conservative Party backbenchers
who oppose the UK’s membership of the EU, Prime Minister David
Cameron is attempting to renegotiate the UK’s membership before
holding a referendum on whether the UK should stay in. This all makes
it look as if the population of the UK is Eurosceptic. It is not. For most of
the past twenty-five years, more UK citizens have been in favour of stay-
ing in than of leaving, and the number wanting to stay in is increasing.**

Is EU membership too complicated a subject for education to be effec-
tive? Research has shown that education can be surprisingly effective, both
in relation to the principle of membership, and in relation to the detail:

Europeans’ attitudes regarding the vertical allocation of competences in
the EU are significantly shaped by the political knowledge that they possess
about the correct functioning of some European institutions, and ... they are
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more in favour of common EU policies when externalities and economies of
scale are present and a redistributive or stabilization function is to be pur-
sued. ... our findings suggest that well-informed citizens are better able to
perceive the consequences of alternative policy proposals ... public support
for the EU can be influenced by making citizens better informed about the
EU. ... raising awareness about the EU can help create greater commitment
to European integration among European citizens.*®

If this is true of EU membership, then there is no reason to think that it
would be impossible for appropriate education to achieve greater public
understanding of the advantages of unconditional benefits and for a suffi-
cient number of individual conversions to prepare the ground for govern-
ment action. In every country, the education required will be different,
not because the definition of Citizen’s Income changes, but because the
context in which it will need to be implemented will be different in every
case; but it would appear that wherever it takes place, education on the
effects of the current benefits system, and on the ways in which uncon-
ditional benefits could be an improvement, would influence how people
might think about the benefits system, and about the possibility of a shift
towards unconditional benefits.

But what kind of education will be helpful in the case of Citizen’s
Income? De Wispelaere and Noguera suggest that

carefully framing [Citizen’s Income] proposals to avoid triggering nega-
tive perceptions, values, and beliefs, and instead trigger positive disposi-
tions, may significantly improve the psychological feasibility of [Citizen’s
Income]. For instance, framing [ Citizen’s Income] alternatively as a social
heritage, a national dividend, an antipoverty measure, or a citizenship right
might produce different levels of social support.*

One way to circumvent the negative perceptions attached to the reciproc-
ity norm is to draw attention to Stuart White’s suggestion that in order
to be fair, a reciprocity requirement has to be conditional on economic
arrangements being ‘otherwise fair’. This suggests that if they are #ot oth-
erwise fair, then it is as difficult to insist on citizens’ duties as it is to sustain
citizens’ rights.*”

Some resources are properly seen as belonging to a common citizens’ inheri-
tance fund, and it is implausible that the individual’s entitlement to a share
of this fund is entirely dependent on a willingness to work.**
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This is the basis for White’s argument for a Citizen’s Income: a secure
income floor that would establish the civic minimum that would in turn
invite a reciprocal obligation.*” We can therefore conclude that, both in
theory and in practice, reciprocity would be served by a Citizen’s Income.
Whether a public focused on a reciprocity norm would be able to see this
connection is an interesting question. For some people, the penny would
drop, but for how many?

A further possibility would be to educate the public in the ways in
which means-tested benefits disincentivize employment, and in the ways
in which a Citizen’s Income would not. The contributions that employ-
ment makes to meeting society’s needs and to household incomes are at
the heart of the general public’s reciprocity presupposition, so to show
how Citizen’s Income would positively encourage employment should be
at the heart of the educational strategy. To take the UK as an example:
Anyone on Housing Benefit, Working Tax Credit, and Child Tax Credit,
and paying Income Tax and NICs suffers a marginal deduction rate of
96 %. This means that for every extra £1 that they earn, their disposable
income goes up by just 4p.°® When Universal Credit is fully rolled out,
that will rise to 24p. Anyone earning over £150,000 per annum keeps 53p
out of every extra £1 that they earn. A Citizen’s Income would change all
of that. But if an enquirer then asks about the detail, we have a problem.
Depending on the precise details of the Citizen’s Income scheme imple-
mented, someone currently benefitting by only 4p in the £1 would benefit
by 68p in the £1 if they were no longer receiving means-tested benefits; or
perhaps by say 65p if Income Tax rates had had to rise to pay for Citizen’s
Incomes; or perhaps they would still be receiving small amounts of means-
tested benefits, in which case they might still be receiving only 4p or 24p
in the £1, but they would more easily be able to earn their way out of
means-testing. Complexity can make communication problematic.

Perhaps the argument that the changes in our society and economy
demand a different kind of social security system altogether would be
more likely to shift perceptions; or perhaps the argument that a Citizen’s
Income would deliver labour market flexibility, labour market freedom,
social cohesion, freedom from bureaucratic interference, fewer adminis-
trative errors, and less fraud would be more likely to shift mindsets in
favour of unconditional benefits; or perhaps simply the idea of ‘money for
everyone’.

Different arguments are going to work for different people, and whether
any of them do in practice cause the penny to drop will be largely a matter
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of personal psychology. This suggests that a diverse set of messages will be
required, rather than a single slogan. The necessary education will clearly
not be an easy task; but the task is worth the effort, because as the research
on people’s attitudes towards the EU shows, education can change minds.

5.6 PERSONAL EXPERIENCE

If a country already has one or more unconditional benefits—whether
cash benefits, a universal health care system free at the point of use, or free
education available to everyone—then there will be individuals who will
understand that in the context of a progressive tax system paying benefits
to the rich as well as to the poor is not a problem; that unconditional
benefits do not impose the employment market disincentives that means-
tested benefits impose; that the poor gain disproportionately from uncon-
ditional benefits because equal unconditional benefits constitute a higher
proportion of their disposable incomes than they do for the rich; and that
for the same reason unconditional benefits reduce inequality. Existing
experience of universal provision would be of considerable benefit to any
educational effort aimed at shifting presuppositions in the direction of
unconditional benefits.

If a country has experienced a successful Citizen’s Income pilot study, as
Namibia and India have done,*' then whole communities will have experi-
enced the benefits of Citizen’s Income, and those communities will need to
be at the heart of any educational strategy; and if a country has some other
kind of universal provision—such as Alaska’s Permanent Fund Dividend®*—
then it will be relatively easy to shift public opinion in the direction of a
more regular and more stable payment. A country with existing experience
of something close to a Citizen’s Income—as in Iran®*—will be in an excel-
lent position to hold a public debate if it decides to have one.

If a country has no experience of unconditional benefits, then imagin-
ing what they might be like will be more difficult, but it might still be
possible to create the necessary public understanding by suggesting an
analogy with a universal franchise or equality before the law.

5.7  IMPLEMENTATION ONE STEP AT A TIME

Fear matters. Both employers and trades unions might fear that they will
lose control over employees if every employee is given a Citizen’s Income
and is therefore less reliant on their weekly or monthly wage. In practice, of
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course, people would be more likely to seek employment with a Citizen’s
Income than with the current benefits system because the marginal deduc-
tion rates that they suffer would be reduced, making it more worthwhile
to earn additional income, but that fact might not reduce the fear that
employers and trades unions might experience. Workers themselves might
fear tax rises, and might fear that a Citizen’s Income could draw in addi-
tional migrant workers willing to work for low wages; and there might
be a general sense of unease about how the employment market would
be affected by a Citizen’s Income scheme. Men on means-tested benefits
might fear the greater independence that Citizen’s Incomes paid to each
individual would offer to their wives.**

One way of attempting to assuage such fears, and to circumvent the
potential psychological infeasibility of a Citizen’s Income paid to every
legal resident of a country, would be to approach a Citizen’s Income by
way of evolutionary steps.

One possible approach would be to compare a country’s current tax
and benefits systems with a Citizen’s Income, ask where the differences
lie, and then ask which of these differences could usefully be tackled on
their own. For instance, an important characteristic of a Citizen’s Income
is that it is paid to individuals rather than on a couple or household basis;
so in countries in which taxation and benefits administration is household
based, it could be individualized.*® Similarly, steps could be taken to reduce
the withdrawal rates of means-tested benefits as a preparation for the zero
withdrawal rates of a Citizen’s Income. A particularly useful step would be
to equalize the monetary values of the personal tax allowance and of the
benefits paid to individuals not in employment, as this would prepare the
way for turning both of them into Citizen’s Incomes.*°

A Participation Income has been suggested, which would require
recipients to show evidence of participation in society as a condition of
receipt,®” but see Chap. 6 for reasons not to follow this route. Negative
Income Tax and Tax Credit schemes might also look like useful step-
ping stones. Survey data from Japan suggests that a Negative Income Tax
might be a more popular option than Citizen’s Income,*® which might
suggest that it would be a feasible first step; but again, Chap. 6 shows that
a Negative Income Tax would pose substantial administrative challenges,
which would make it difficult to implement. Experience of the complex-
ity of administering a Negative Income Tax would inevitably reduce its
popularity, thus putting at risk a future transition to a Citizen’s Income
scheme.
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De Wispelaere and Noguera suggest ‘sequential implementation’: ‘A
universal child benefit, a universal basic pension, a guaranteed minimum
income for those under the poverty line, and a tax credit for low-income
workers might be acceptable, where a direct move toward a full [ Citizen’s
Income] might be opposed.”® After discussing Japan’s changing labour
market, the benefits that a Citizen’s Income would offer, and the psycho-
logical difficulty that that solution would pose for a workforce imbued
with the idea that lifelong loyalty to a company is the route to both com-
pany and state welfare provision, Yannick and Sekine also recommend a
series of modest steps in the direction of a Citizen’s Income.®® Here a
note of caution needs to be sounded. If something that is not a Citizen’s
Income is described as a step in the direction of one, then public disap-
proval of conditional aspects of the implemented stage, or of its admin-
istrative complexity, will tarnish the image of Citizen’s Income, even
though a Citizen’s Income would avoid those difficulties. An evolutionary
approach would be safer if each step was itself a genuine Citizen’s Income.
The only way in which we could divide up a population in order to pay
genuine Citizen’s Incomes to different sections of it one at a time would
be to divide it by age group: so that is how an evolutionary approach will
need to be structured.

De Wispelaere and Noguera locate psychological feasibility as a pro-
spective constraint related to diffuse agency: that is, the general public,
or significant sections of it, will need to be persuaded of the advantages
of Citizen’s Income before implementation will be possible. This would
appear to make sense. However, as we have already recognized in Chap. 2,
psychological feasibility is also a retrospective constraint, in that a level of
public understanding and approval will be required if Citizen’s Income’s
implementation is to become a secure element in our social and economic
fabric. But there is also a sense in which psychological feasibility can be
both prospective and retrospective at the same time. If a Citizen’s Income
were to be established for a particular age group, then because that age
group’s Citizen’s Income would affect a lot more people than those
actually receiving it—and particularly other family members—a good
experience of that first Citizen’s Income would generate the psychologi-
cal feasibility required for the implementation of a Citizen’s Income for
another age group.

The question then becomes: For which age group would it be easiest
to establish a Citizen’s Income? If financial feasibilities and administrative
feasibility were to be similar for a variety of different age groups, then
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we would need to ask about differential political, policy process, behav-
ioural, and psychological feasibilities. Psychological feasibility will be cru-
cial, because without a sufficient amount of that, the other feasibilities
would not be studied or attempted. Public understanding and approval of
a Citizen’s Income for a particular age group will therefore be essential,
and it is that that will propel the proposal into political and policy process
feasibilities. Given the low level of public understanding of the benefits
system and of'its effects, and of any reform options and their likely effects,
psychological feasibility will have to rest on the perceived deservingness of
the age group chosen.®' In most countries, children and the elderly will be
at the top of the deservingness list,** with working-age adults at the bot-
tom (because it is to them that the ‘they won’t work’ objection will con-
tinue to be attached).®® After children and the elderly, young people, and
then the pre-retired, would probably be felt to be the next most deserving
groups. Research by Saunders and Pinyopusarek in Australia shows that

while there is considerable support for mutual obligation, at least for some
groups of the unemployed, this does not apply to the older unemployed,
those caring for young children, and those with a disability.**

Unconditional child benefits already exist, and some countries have
Citizen’s Pensions: unconditional incomes for people over the State retire-
ment age.®® Following these existing examples should not be too difficult;
and then experience of newly established Citizen’s Incomes will create
understanding and approval of their effects, which will lay the necessary
psychological foundation for the establishment of a Citizen’s Income for
the next age group, and so on.

Throughout, a strict residency test will be required. An important ele-
ment of public opinion relating to social security benefits is ‘welfare chau-
vinism’®® among unskilled workers: the feeling that immigrants should not
have access to the country’s benefits system. In most countries, it will
be important to ensure that the debate about implementing a Citizen’s
Income remains well insulated from toxic debates about immigration, so
that what is being debated is Citizen’s Income and not whether immi-
grants should be able to claim benefits.

So far we have assumed that the causal direction is from public under-
standing and approval to the possibility of policy change. However,
the causal relationship is not in fact as unidirectional as we might have
thought. Larsen finds that
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the structures that characterize the different welfare regimes influence the way
the public perceives the poor and the unemployed, which again influences the
judgement of deservingness and thereby support for welfare policy.®”

We are political beings, and ‘policy attitudes are influenced by the expe-
rienced regime-dependent reality’.®® We can therefore have some confi-
dence that to roll out a Citizen’s Incomes to one age group will shift
public opinion in favour of universal benefits, thus laying a sufficient psy-
chological foundation for roll-out to the next age group. Perhaps psycho-
logical feasibility might not be as difficult to achieve as we might at first
have thought.

5.8  Caste STUDIES

5.8.1  Attitudes to Citizen’s Income in Japan

The report of an analysis of the results of a public opinion survey in Japan
suggests that variables that influence respondents’ attitudes towards
Citizen’s Income are their age, their health, whether or not they have
received public assistance, the level of their houschold’s financial assets,
and how they answer the questions ‘Do you think that the income gap
will increase in the coming five years?” and ‘Do you think that it is the
government’s responsibility to reduce the income gap?’; and there is a
particularly strong positive correlation between this last factor and support
tor Citizen’s Income. Gender, marital status, whether or not the respon-
dent has children, educational background, and recognition of widening
inequalities appear to have no influence.

Unfortunately, there is a problem with the question asked about
Citizen’s Income: ‘What do you think about the idea that the government
covers the minimum necessary cost of living?” The decision was taken to
employ this form of words because the term ‘Basic Income’ is not suf-
ficiently familiar in Japan, but the problem this leaves us with is that the
respondent is left to filter the idea of government provision of income
through pre-existing understandings of how governments provide citizens
with income. Such pre-existing understandings might include means-
testing and social insurance, and might not include universal, uncon-
ditional, and nonwithdrawable benefits. There must therefore be some
doubt as to whether those responding to the survey thought that they
were answering a question about Citizen’s Income.
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It is not insignificant that the results are consistent with results from
surveys of the public’s attitudes to income redistribution. This suggests
that respondents might have been thinking about the redistributive effects
of'any government redistribution of income, again suggesting that respon-
dents might not have had in mind a Citizen’s Income.

But let us suppose for the moment that a sufficient number of the
respondents had in mind a Citizen’s Income as the mechanism that the
government would choose to ‘cover the minimum necessary cost of liv-
ing’, that they were aware of the differences between Citizen’s Income
and other forms of state benefits, and that the Japanese population is not
untypical in its attitudes to such issues. We can then conclude that cer-
tain groups within society will be easier to persuade of the desirability
of Citizen’s Income than others, which will be useful information when
education strategies are planned.

But perhaps the message that we should take from this Japanese survey
is that surveys of public opinion might be helpful, and that the questions
that need to be asked need to be carefully framed to ensure that respon-
dents are clear that they are being asked about an unconditional and non-
withdrawable income for every individual as a right of citizenship.®’

5.8.2  Can Attitudes Change in the UK?

The UK’s public mindset automatically rejects unconditional benefits:
“The rich don’t need it’ and ‘people won’t work’ are symptomatic of this
rejection, which has roots going back four hundred years. This is why poli-
ticians feel a need to express opposition to universal benefits, and why dur-
ing a speech made on 6 June 2013 the leader of the UK’s Labour Party,
Ed Miliband MP, said that he wanted to see the unconditional Winter
Fuel Allowance means-tested: ‘It doesn’t make sense to continue sending
a cheque every year for Winter Fuel Allowance to the richest pensioners
in the country.””’ It does of course make a lot of sense to send it to every
pensioner, because it is efficient to do so, and the wealthy are paying a lot
more in Income Tax than they are receiving in Winter Fuel Allowance.
The situation is similar with an unconditional National Health Service and
unconditional Child Benefit. Compared with other systems, they are both
highly efficient, and they serve health and income needs better than any
other system possibly could.”! Nobody wants to see the National Health
Service being anything other than unconditionally available and free at the
point of use. Child Benefit is now being clawed back from households
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containing at least one higher-rate taxpayer through the tax system, and
those households would now appreciate not having the value of their
Child Benefit taken from them, which adds another group to people who
appreciate the virtues of unconditional benefits. If every household in the
UK were to recognize that the National Health Service and Child Benefit
belong in the same category, then there could well be a large silent majority
in favour of universal benefits.

The only way to test this would be for the government to argue for
turning means-tested benefits into a new universal benefit, and then to
make the change, preferably for a group within society that the majority
could regard as deserving in some way so that the experiment becomes a
test of public appreciation of universal benefits rather than a test of public
attitudes towards a demographic group.

There is a precedent. It was a slow and somewhat fraught process, but
during the 1970s, Family Allowance for every child except the first in each
family became Child Benefit: an unconditional benefit for every child. The
mechanism by which the change occurred is that Child Tax Allowances
were abolished and Family Allowance was raised in value and extended
to the first child in each family. Effectively, a tax allowance became a new
universal benefit. Only a minority of the public wanted to replace Family
Allowance and the Child Tax Allowance with Child Benefit,”> but the
change was achieved with almost no public opposition.”® There is there-
fore no reason for not making similar attempts, and there is every reason
to do so.

Groups regarded by the public as deserving, and for whom the govern-
ment might therefore attempt transitions from tax allowances and means-
tested benefits to unconditional and nonwithdrawable benefits, would be
the elderly and children, and might then include young adults and pre-
retirement working-age adults (perhaps with NIC records functioning ini-
tially as a gateway for the latter group, as they will do for the new STP).”

My hunch is that we would see the same process as we have seen for
same-sex marriage, and that the popularity of the changes for children, the
elderly, young adults, and pre-retirement adults would reveal and embed
a public opinion already shifting towards an understanding of the advan-
tages of universal, unconditional, and nonwithdrawable benefits. The
silent majority will have become conscious of their understanding and
approval of change, and might have become vocal about it. The minority,
which was willing and able to express the advantages of unconditional and
nonwithdrawable benefits, will have converted the rest of society.
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5.9 CONCLUSION

As Ben Baumberg sees it:

The challenge is ... that a discourse that ignores deservingness will not
chime with public attitudes, while a discourse that simply accommodates
attitudes will struggle to transform them. The path to a revitalized ben-
efits system that reduces poverty instead seems likely to consist of a series
of stages that both respond to public concerns and offer the potential for
sequenced change. ... What is needed is a way of deciding (i) where univer-
salism is particularly important for perceptions of deservingness and solidar-
ity; and (ii) what short-term decisions can be taken that allow the greatest
space for the future rebuilding of the welfare state.”®

The argument of this chapter suggests that trying to achieve psychologi-
cal feasibility for a Citizen’s Income scheme that would be implemented
for everybody in society at the same time would probably be impossible,
but that psychological feasibility might not be impossible to achieve if
Citizen’s Income were to be implemented one step at a time, and framed
as assistance for demographic groups widely considered to be deserving
rather than as a handout to the ‘deserving’ and the ‘undeserving’ alike.
How a policy proposal is framed can have a considerable impact on the
feasibility of its implementation.”® In relation to the staged implemen-
tation of Citizen’s Income, the understanding and approval generated
by each demographic group’s Citizen’s Income would generate the psy-
chological feasibility required to embed that particular Citizen’s Income
and also the psychological feasibility required for implementation of the
next demographic group’s Citizen’s Income.

It is helpful to know that minorities with counter-intuitive new ideas
are able to convert majorities that are initially committed to deeply
entrenched presuppositions. The lesson to learn here is that the minor-
ity’s educational strategy needs to be both consistent and flexible. In the
context of the debate on Citizen’s Income, this has to mean that anyone
wishing to see serious consideration given to Citizen’s Income will need
to be consistent about the definition of Citizen’s Income, and flexible in
relation to the detail of the illustrative Citizen’s Income schemes that will
inevitably constitute much of the debate.

To implement a consistent but flexible educational strategy in the
context of a ‘one step at a time’ implementation of Citizen’s Income
would provide an opportunity for existing understanding and approval
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of unconditional benefits to find its voice and slowly convert individuals
and institutions still wedded to means-tested and contributory benefits
systems. Recent research reported by Humpage suggests that a substantial
reservoir of understanding and approval of unconditional benefits already
exists, and that recipients of unconditional benefits believe themselves
to be legitimate recipients of payments from the government and those
receiving means-tested benefits not to be legitimate recipients.”” Because

the public tend to support universal social programmes more than targeted
ones because they are visible and proximate to a wider range of citizens”®

we can hope that new universal benefits, once implemented, would receive
public approval, even if before implementation the public might be wary.”
Until we implement a Citizen’s Income, we cannot be sure how strong
the ‘policy to opinion’ causal direction will be, but the research results
discussed in this chapter suggest not only that the verdict could well be
favourable, but also that as long as everyone else was receiving them,
granting unconditional benefits to the unemployed could be a lot more
popular than we might think. The problem is that however much uncon-
ditional benefits might become an understood and accepted foundation
for the welfare state in the future, there will need to be initial steps in that
direction before public understanding and approval have been achieved.
But having said all of that, might we find that public opinion is less
significant than we might have thought it to be? As Coughlin suggests,

where specific policy alternatives are involved, a seemingly broad consensus ...
often hides a deep indecision concerning the crucial details of the debate, as
well as a paucity of knowledge about the precise alternatives under consid-
eration. The impact of public opinion is therefore often less than one might
anticipate from a glance at opinion surveys®’;

and as Liebig and Mau point out:

most social policy innovations have been introduced as contested concepts.
The existing justice attitudes are only one factor that could advance or
impede new reforms.®!

In Chaps. 9 and 10, I shall suggest ways in which we might find a Citizen’s
Income scheme being implemented. Not all of them require widespread
public approval of the idea. We might find that a handful of individual


http://dx.doi.org/10.1057/978-1-137-53078-3_9
http://dx.doi.org/10.1057/978-1-137-53078-3_10

conversions among relevant policymakers had been all that was required.
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If this were to prove the case, then for those few individuals who needed
to be persuaded Citizen’s Income will have needed to be psychologically
feasible. The content of this chapter will therefore always be relevant,
although perhaps in relation to the conversion of a small group of people
rather than to the conversion of the general public.
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CHAPTER 6

Is a Citizen’s Income Administratively
Feasible?

6.1 INTRODUCTION

First of all some terminological clarity

De Wispelaere and Noguera employ the term ‘institutional feasibility’
to mean the feasibility of administering a Citizen’s Income. However,
what they term ‘strategic feasibility” and I term ‘policy process feasibility’
is about the institutions through which an idea needs to travel in order
to achieve implementation; so the term ‘institutional feasibility’ could
equally well apply to both administrative feasibility and policy process
feasibility. 1 propose the term ‘administrative feasibility’ to express the
idea that it would be feasible to administer Citizen’s Income. This term
does not quite express the breadth of De Wispelaere’s and Noguera’s use
of ‘institutional feasibility’, which asks about the institutions that would
administer a Citizen’s Income as well as about the mechanisms that they
would employ to administer it, but what matters is that the mechanisms
should be available, so administrative feasibility is what matters.!

By ‘administrative feasibility’ I mean (a) the feasibility of administering
the transition from current tax and benefits systems to new systems based
on Citizen’s Incomes; and (b) the feasibility of administering the Citizen’s
Incomes once the transition has taken place. Implementation will best
be debated after a variety of feasibilities have been established, because
if a Citizen’s Income is not feasible then there is little point in discussing
its implementation. However, implementation and ongoing administra-
tion are not disconnected, so although in this chapter we shall mainly

© The Editor(s) (if applicable) and The Author(s) 2016 119
M. Torry, The Feasibility of Citizen’s Income,
DOI10.1057,/978-1-137-53078-3_6



120 M. TORRY

be discussing the feasibility of administering a Citizen’s Income on the
assumption that it has been implemented, we shall also have an eye on the
feasibility of administering the transition.

But isn’t the answer to the question ‘Is a Citizen’s Income adminis-
tratively feasible?” a fairly obvious ‘yes’? An individual’s Citizen’s Income
would start at birth, would adjust with their age, and would cease when
they died. This does not look difficult. In fact, it looks as if it could win
the prize for administrative simplicity. We might come to that answer, but
first of all we shall need to take seriously the idea that a Citizen’s Income
scheme would need to be administered, and that the analysis of adminis-
trative requirements is an essential component of any attempt to argue for
Citizen’s Income’s feasibility.>

6.2 POTENTIAL DIFFICULTIES

6.2.1 The Construction of @ Reliable List of Those
Entitled to Citizen’s Incomes

First of all, criteria will need to be developed to determine who will be
eligible to receive a Citizen’s Income. Most countries establish methods
for determining who has a right to live in the country, and what rights and
obligations those who live there possess. Many countries function with a
variety of definitions: citizenship, permanent right to remain, temporary
leave to remain, refugee, asylum seeker, European citizenship, lawful per-
manent resident, and so on. The criteria for belonging to these categories
are not always clear, and they can be changed.? Any country considering
whether to implement a Citizen’s Income scheme will need to decide to
which categories of individuals Citizen’s Incomes will be given. They will
also need to decide whether Citizen’s Incomes are to be given to citizens
living abroad; and any country that has signed treaties relating to social
security benefits (whether bilateral treaties, or regional treaties such as
those relating to the European Union) will need to pay Citizen’s Incomes
to residents who are citizens of other countries.

Having decided on the categories of individual to which Citizen’s
Incomes will be paid, a reliable list of names, ages, and bank account
details will need to be constructed. Some countries keep lists of citizens,
and of members of other categories of legal residence, and if this is the
case then all that will be required will be the collection of bank account
details (which will be readily given, but see below on individuals without
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bank accounts). Where countries do not already possess such lists, there
will often be alternative lists that can be easily developed into a full list of
people eligible for Citizen’s Incomes. In some countries, social security
numbers will be a useful starting point; in others, health service numbers;
in others, lists of people with driving licences; and in others, lists of pass-
port holders. The combination of such lists could get a country close to
a list of legal residents—and where previously privacy concerns have pre-
vented the combination of such lists, the construction of a comprehensive
list to facilitate a universal unconditional income might meet with suf-
ficient public approval. A particularly interesting possibility is a country’s
electoral register. Where voting is compulsory, as in Australia, the electoral
register is likely to be relatively complete and accurate; but where it is
not, the register will generally be neither complete nor accurate.* If the
same register were to be used to pay Citizen’s Incomes, then it would be
in everyone’s interest to ensure that it was both accurate and complete,
which could only be good for democracy.

In countries that already pay unconditional benefits for children, a fur-
ther possibility offers itself. If Citizen’s Incomes were to be introduced
gradually, starting with young people as they come to the end of their
child benefit entitlement, the list of child benefit recipients would provide
a reliable list for each new annual cohort of Citizen’s Income recipients.
All that would be required would be to cease paying the income into a
parent’s bank account and to start paying it instead into the young per-
son’s bank account.

Where no useful lists exist, self-registration will be required, along with
the necessary identity checks. The construction of such lists in countries
without them could be a useful step towards establishing additional citi-
zenship rights, such as the right to vote and a right to healthcare.

While De Wispelaere and Noguera are right to suggest that the con-
struction of a reliable list of Citizen’s Income recipients might be a chal-
lenge, it would be a challenge that many countries would not find it
difficult to meet; and in countries in which the construction of such a list
might be more difficult, its construction would be a useful process.®

6.2.2  Payment Mechanisms

A second administrative challenge is the potential difficulty of paying
Citizen’s Incomes to everyone entitled to them. As De Wispelaere and
Noguera put it:
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In almost every country a significant part of the population does not have
access to a bank account or is too transient to rely on regular postal checks
[cheques]. Here again, [ Citizen’s Income] administrators face hard choices
between setting up novel disbursement systems (which incur significant
costs and risks of error), combining existing systems without clear indica-
tion of how comprehensive the coverage is, or compromising on the target
efficiency of [Citizen’s Income].°

A Citizen’s Income pilot project in India that involved 6000 men, women,
and children, required every adult to open a bank account during the first
few weeks of the project. This part of the project (as well as all of the other
aspects of it) was a resounding success, and proved that it is perfectly pos-
sible to achieve almost 100 % current account coverage in any country that
chooses to implement a Citizen’s Income.”

In the UK, 98% of households already have bank accounts into which
their Citizen’s Incomes could be paid.® Two per cent of houscholds use
Post Office Card accounts, which are designed purely for the receipt of
benefits.

If both the UK and India can achieve close to 100 % bank account cov-
erage, then every other developed and developing country should be able
to do so. Sub-Saharan Africa might prove to be a bit more of a challenge,
but the rapid spread of mobile phone banking on that continent suggests
that even there it would be perfectly possible to provide every individual
with the means to receive and manage a Citizen’s Income.’

0.2.3  Ensurving that Everybody Would Receive Their
Citizen’s Income

De Wispelaere and Stirton correctly suggest that the two challenges dis-
cussed above are ‘bottlenecks’,'” in the sense that administration of a
Citizen’s Income first of all requires a clear and accurate list of recipients,
and only if that challenge has been met can the next bottleneck be tack-
led: the payment mechanism required to ensure that everyone entitled
to a Citizen’s Income should receive one. Once an implementation plan
has successfully negotiated those first two bottlenecks, it can start on the
third: a mechanism to ensure that someone who is entitled to receive a
Citizen’s Income, but is not doing so, should be able to do so. This third
challenge is really a combination of the previous two. If a country has met
the challenges of providing a robust list of recipients, and of establishing a
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reliable delivery mechanism, then it will already have met this third chal-
lenge. Things do go wrong, of course, and there will always need to be an
administrative facility for ensuring that mistakes can be rectified, but this
is a requirement for any public service provision, and is not particular to
Citizen’s Income. No public service could be simpler in conception or in
administration than a Citizen’s Income, so if anything like an adequate
repair mechanism can be provided for any other public service, then a
more than adequate one should be possible in relation to the payment of
Citizen’s Incomes.

Between them, De Wispelaere’s and Noguera’s three administrative
challenges express the administrative requirements for a Citizen’s Income.
If those challenges can be met, then our verdict must be that a Citizen’s
Income would be administratively feasible. Those challenges have been met.

6.3 THE ADMINISTRATION OF CITIZEN’S
INCOME SCHEMES

However, what needs to be implemented is not just the Citizen’s Incomes
to which a population would be entitled but the Citizen’s Incomes
accompanied by the other aspects of the chosen Citizen’s Income scheme.
Those other aspects might be changes to tax rates and tax allowances, the
abolition of existing benefits, the recalculation of existing benefits, the
establishment of new taxes, the creation of new money, the collection
of permanent fund dividends, and/or the redirection of funds currently
spent on subsidy programmes.

In the Indian pilot project, first of all a small project in West Delhi
enabled people to choose between access to the subsidized ration shop
and a Citizen’s Income, and in the larger project residents in the pilot
villages were given Citizen’s Incomes and left to choose whether to use
the subsidized ration shops or not. Use of the ration shops fell, and
more food was purchased in the markets and other shops. Nutrition
improved. This suggests that shifting funds from providing subsidized
food to paying a Citizen’s Income would be both feasible and benefi-
cial.'! Although it has been a bumpy ride, Iran’s government has redi-
rected funds previously spent on subsidies into Citizen’s Incomes paid
to the heads of houscholds.!? For nearly forty years, citizens of Alaska
have been receiving unconditional annual payments funded by divi-
dends from the Alaska Permanent Fund.'® Quantitative casing is now a
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fact of life in many of the world’s larger economies, it has not resulted in
major new inflation, and there is no reason why such new money should
not be paid to individuals rather than to the banks once the required
delivery mechanism is in place. Financial transaction taxes already exist
in relation to share purchase,'* and there is no reason why other kinds of
financial transactions should not be taxed in the same way. Most coun-
tries are well used to changing their tax allowances, tax rates, benefits
rates, and benefits regulations; to abolishing benefits; and to recalculat-
ing individuals’ benefits to take into account additional income from
other sources.

None of the kinds of Citizen’s Income schemes that we discussed in
Chap. 3 would include changes that have not already been successfully
managed in some context or other; so if it is possible to administer the
Citizen’s Incomes component of a scheme, then it would also be perfectly
possible to administer the scheme as a whole. This suggests that it should
also be possible to administer the transition to any Citizen’s Income
scheme—although as we shall see in Chap. 10, the ability to administer a
transition is not the only factor involved in deciding whether the transition
is feasible.

6.4 COMPARISON WITH THE ADMINISTRATIVE
REQUIREMENTS OF ALTERNATIVES TO
CITIZEN’S INCOME

There are many alternatives to a Citizen’s Income that would offer some
of the same advantages. One factor that might help us to decide on their
relative feasibilities will be their relative administrative feasibilities. If
an alternative can be more easily administered than a Citizen’s Income
scheme, then that might be a reason to consider its implementation.

0.4.1  Participation Income

Twenty years ago, Tony Atkinson suggested that because ‘it will be dif-
ficult to secure political support for a Citizen’s Income while it remains
unconditional on labour market or other activity’, a compromise might
be required. He thought that political support would be easier to achieve
if receipt of an otherwise unconditional and nonwithdrawable income
were to be conditional on some kind of participation in society.!® As
Tony Fitzpatrick has put it: such a ‘Participation Income’ would require
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participation in society, which might be more acceptable to the public
and to policymakers than an income that simply invited it.!¢

The ‘Participation Income’ would be given to people who were ill,
disabled, retired, or looking for work, without their having to ‘participate’
in any other way, but otherwise at least one of a number of participation
conditions would need to be met. Employment, self-employment, educa-
tion, training, voluntary work, and caring for the young, older people, or
disabled dependents would all count as participation in society.

What neither Atkinson nor Fitzpatrick factor in is the difficulty of admin-
istering a Participation Income. (It is not uncommon for academics to ignore
administrative implications. It is less common for those of us who have spent
time administering social security benefits to do so.) A casework approach
would be required to administer the participation conditions, which would
hand to junior civil servants—‘street-level bureaucrats’’—the kind of discre-
tion that has made claiming means-tested benefits such a demeaning process
for both claimants and administrators. Decisions would need to be made
about precisely which activities should count as participation in society; and for
anyone not employed or retired, mechanisms would need to be constructed
to decide whether they were ‘participating’. (How much self-employment
would count? How much voluntary activity? Caring for whom? How much
disability would exempt someone from satistying a participation condition?
etc.) Minimal voluntary activities would no doubt be artificially created to
enable people to satisty a participation condition, and administrators would
develop their own criteria to enable them to grant the Participation Income
wherever possible. Such ‘creative compliance’’® would quickly undermine
any initial public approval based on the idea that the Participation Income
should only be paid to people genuinely participating in society. The initial
participation conditions would exclude very few citizens, because most peo-
ple do participate in society in some way or other; and creative compliance
would ensure that only a very small number of individuals would not receive
the Participation Income. Massive administrative effort would be expended
on administering a benefit very like a Citizen’s Income, but the difficulties
associated with administering the conditions would quickly sour public atti-
tudes. Either the conditions would be quickly abandoned and a Citizen’s
Income established, or the soured debate would cause the whole plan to be
abandoned. It is difficult to predict which would occur.

De Wispelaere and Stirton suggest that ‘Participation Income might
not be such a great idea after all’, because the administrative requirements
would be so onerous. Hermione Parker’s particularly interesting verdict
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was that “a major public education exercise is necessary before voters are
likely to adjust their value systems to the problems of post-industrial soci-
cties. Fudging the issues could delay this process.’”

6.4.2 Tax Credits

(real ones: not what the UK government calls ‘tax credits’)

A credit is allocated to every individual. If someone is earning nothing,
the credit is paid. As earnings rise, the credit is withdrawn. At the point at
which the credit is exhausted, income tax starts to be paid.

In Fig. 6.1, the credit is worth £x per week. As earnings rise, the credit
is withdrawn, so net income rises more slowly than earned income. At
earnings of £y per week (the break-even point), the credit has all been
withdrawn. Above this point, income tax is paid.

The graph assumes that the rate at which the credit is withdrawn is the
same as the tax rate. If the rates are different, then the slope of line BC is
different above and below earnings of £y per week.

0.4.2.1  The Administration of Tax Credits

The Tax Credit can be administered by the government or by the employer.
If the government administers the Tax Credit, then the employer must
provide regular and accurate earnings information to the government
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Fig. 6.1 Tax Credits/Negative Income Tax. Net income as earned income rises
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(as with the UK’s Universal Credit). If the employer administers the
Tax Credit, then if someone moves between employers, their Tax Credit
administration has to be transferred between employers; and if they have a
period of unemployment, then administration of the Tax Credit has to be
handed to the government and then on to the new employer. If someone
has two employments, then the employers have to decide which of them
will administer the Tax Credit; and if someone has occasional other earn-
ings, then their employer needs to be informed so that the Tax Credit can
be withdrawn accordingly.

If every working-age adult receives the same Tax Credit, then neither
their employer nor the government needs to know any personal details.
If people in different circumstances receive different levels of Tax Credit,
then their employer and the government will need to know individuals’
circumstances in order to allocate the correct credit.

Many income tax systems are cumulative. An annual amount of income
is not taxed, so each week, or each month, the employer has to calculate
how much tax to deduct so that by the end of the year the correct amount
of tax has been deducted. With Tax Credits, the tax system would be non-
cumulative. Each week, or each month, the correct amount of the Credit
would need to be paid in addition to earnings, or no credit would be paid
and earnings would be taxed. A non-cumulative system requires a single
tax rate, so anyone paying higher-rate tax would need to pay additional
income tax at the end of the tax year.

6.4.3  Negative Income Tax

Income tax deducts money from earnings above an earnings thresh-
old, and a Negative Income Tax pays money to the employee below the
threshold, so a Negative Income Tax scheme functions in the same way as
a Tax Credit scheme. The only difference is in the specification. For a Tax
Credit scheme, the amount to be paid out if there are no earnings is speci-
fied, along with a withdrawal rate as earnings rise. For a Negative Income
Tax, the threshold is specified along with tax rates above and below the
threshold. If the rates above and below the threshold are the same, then
for earnings below the threshold, the same amount is paid out for earnings
of £z below the threshold as would be collected in tax on earnings of £z
above the threshold.

As the system is essentially the same as a Tax Credit scheme, Fig. 6.1
applies. Different rates above and below the threshold would result in the
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line BC having different slopes above and below earnings of £y per week.
Administrative considerations would be the same as for Tax Credits.

6.4.4  Back to a Citizen’s Income

A Citizen’s Income is an unconditional income paid to every individual by
the government, and it is not withdrawn as earnings rise. Tax is paid on all
or most earned income. In Fig. 6.2, a Citizen’s Income of £x per week is
paid to everyone. All earnings are taxed. The line BC shows the net income.
(The diagram assumes that a single tax rate is charged on all earnings.)

6.4.4.1 Administration

The government pays a Citizen’s Income to every individual, the amount
depending only on the person’s age. (A different amount would be paid to
older people as a Citizen’s Pension, and lower amounts to children and young
people.) Employers would continue to administer income tax as they do now.

6.4.5  Comparing the Schemes

It will be important to continue to discuss the possibility of a genuine
Tax Credits scheme and of a Negative Income Tax because survey data
from Japan suggests that a Negative Income Tax could be a more popular
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Fig. 6.2 Citizen’s Income. Net income as earned income rises
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option than Citizen’s Income,? because a genuine Tax Credits scheme
would have been implemented in the UK during the 1970s if the govern-
ment had not changed at the General Election in 1974,*! and because a
Negative Income Tax could be both affordable and equitable in the UK.?
However, the Japanese public opinion survey took no account of the
difficulty of administering a Negative Income Tax, and Bartlett, Davies,
and Hoy took a theoretical approach to the discussion of the equity and
affordability of a Negative Income Tax and again took no account of the
administrative challenges that would need to be overcome in order to
implement the proposal. The UK 1972 Tax Credits proposal became
increasingly complex the closer it got to implementation.

A particular problem relating to the Japanese survey was that the ques-
tionnaire was not about a genuine Negative Income Tax, as that term is
normally understood. It was about a Negative Income Tax only for people
in employment.?® The questionnaire’s questions about a Citizen’s Income
were about a provision for the whole population. It is therefore difficult
to draw conclusions from the research about the relative popularities of
Citizen’s Income and Negative Income Tax.

An underlying difficulty is that members of the general public will usu-
ally have little understanding of the administrative complexities associated
with both a Negative Income Tax and with Tax Credits, or of the simplic-
ity of a Citizen’s Income’s administration. A further underlying difficulty
is that Tax Credits, Negative Income Tax, and Citizen’s Income deliver
the same or similar relationships between net income and earned income,
so theoretical debate can make a Negative Income Tax or a Tax Credits
scheme look very similar to a Citizen’s Income, whereas in practice they
would be very different. Both a Negative Income Tax and a Tax Credits
scheme would be either impossible or very difficult to administer, whereas
a Citizen’s Income would be very easy to administer. The UK’s recent
rather difficult experience with ‘Universal Credit’ (a combined means-
tested benefit that is neither universal nor a credit) is a classic case of
consultants proposing a benefits system reform without taking sufficient
account of the administrative challenges that their proposal would have to
face, and of a government and civil service insufficiently in touch with the
practicalities of the administration of tax and benefits systems to notice
that the proposed reform might be impossible to deliver.

The ability to administer a scheme is crucial. Without qualification we
can say that it would be feasible to administer a Citizen’s Income scheme,
both in terms of administering the transition and in terms of administering



130 M. TORRY

the scheme once it was running. We cannot say with confidence that it
would be possible to administer any of the other schemes discussed in this
chapter.

6.5  CaSE STUDIES
6.5.1 The UK’s Existing Unconditional Benefits

6.5.1.1 The National Health Service

The UK’s NHS provides healthcare to every legal resident free at the point
of use. Visits to General Practitioners, hospital stays, operations, visits by
District Nurses, and so on, are all free. Small payments are required for
spectacles, drugs, and dental care, but these are free to every child up to
the age of nineteen, everyone over the age of sixty, and a variety of other
categories of people. All of the remaining costs are paid out of general
taxation.

Healthcare systems in other countries require insurance premiums or
membership fees to be administered, and administrative arrangements to
be negotiated between healthcare providers, government agencies, insur-
ance companies, and often employers or trades unions. The UK’s NHS
largely escapes this administrative burden.

Major advantages of the UK’s method of funding healthcare are that
it provides a secure source of funds for healthcare providers, nobody
is excluded from healthcare, everyone receives the healthcare that they
need, nobody receives the healthcare that they do not need, provision
can be consistent across the country, those who can afford to pay more
are paying more (because they are paying higher amounts of Income
Tax), and those who can afford to pay little are paying little. Healthcare
providers do not benefit financially by doing more than is necessary, so
they are not tempted to undertake unnecessary treatment, thus keeping
costs down.

The Washington-based Commonwealth Fund has found that the UK’s
NHS offers the highest quality of care out of the eleven OECD healthcare
systems that it studied, that it is the most efficient, and that is the second
cheapest per capita.?* This is because a healthcare system funded by taxa-
tion and free at the point of use provides everyone with the healthcare
that they need, it is not tempted to undertake unnecessary treatment, and
there are no insurance company shareholders looking for profits.
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It is not only social security benefits that are best constructed as uncon-
ditional benefits for every member of a population. Other public services
might be, too.

0.5.1.2  Child Benefit

The UK’s Child Benefit is paid unconditionally for every child living in
the UK. It is paid to every child’s main carer—usually the mother—who
receives a different amount for the first child in the family than for the
second and subsequent children. The same amount is paid for every first
child, whatever the family’s income or other circumstances; and the same
amount is paid for every second or subsequent child, whatever the fam-
ily’s income or other circumstances. (In September 2010, the Chancellor
of the Exchequer announced that households containing higher-rate tax-
payers were to be deprived of their Child Benefit. It proved impossible to
administer this change because there is no database that connects higher-
rate taxpayers with Child Benefit recipients, so Child Benefit remains an
unconditional benefit. A tax on children is now levied on the incomes of
higher-rate taxpayers who live in households that receive Child Benefit,
but that is a different matter.)

Anyone with a right to live in the UK, and for whom the UK is their
main home, receives Child Benefit for any children living with them. A
family arriving in the UK might have to wait three months before receiv-
ing Child Benefit,”® but after that they receive Child Benefit in the same
way as everyone else. Reciprocal agreements between the UK and some
other countries enable families coming to the UK from those countries to
receive Child Benefit straight away, and families going to those countries
from the UK to receive their similar benefits.

Child Benefit starts when the child is born, and it ends when they are
sixteen years old, although it can continue if the child remains in approved
full-time education or training. Administration is simple. Changes to con-
tact and bank account details might need to be made occasionally, but
otherwise no administrative decisions or actions are required. Annual
uprating is computerized. Very few errors occur, and there is almost no
fraud.

Child Benefit is the closest UK benefit to a Citizen’s Income. Itis uncon-
ditional and nonwithdrawable, and if it were to be paid at the same rate for
every child then it would be a Citizen’s Income for children. Experience
of Child Benefit suggests that administering a Citizen’s Income for every
legal resident would not be a problem. The administration of Citizen’s
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Income would be simple, efficient, and easily computerized, and almost
no errors would be made.

6.5.2  The Electoral Register and National Insurance Numbers

The UK already possesses a reliable list of children: the list of Child
Benefit recipients, with each entitled child attached to a main carer
who receives the money. It is a pity that higher-rate taxpayers living in
households that receive Child Benefit now face additional Income Tax,
because in order to avoid domestic disharmony—particularly where the
children are not those of the higher-rate taxpayer—rather too many
women are withdrawing their claims for Child Benefit. This is making
the list rather inaccurate for high-earning households. If Child Benefit
were to become a Child Citizen’s Income, and if there were no longer
to be an additional tax charge for higher-rate taxpayers in households
in receipt of Child Citizen’s Income, then it would not be too difficult
to repair the list.

Every sixteen-year-old in the UK is automatically sent a National
Insurance Number. A list of recipients of Citizen’s Incomes could eas-
ily be constructed from the list of National Insurance numbers and the
personal and contact details attached to it. Any omissions would be
relatively easy to remedy. A small number of young adults, who have
dropped out of school, moved house, never been employed, and for
some reason are cared for by their parents or other relatives, might never
have received a National Insurance Number. The new fact of a National
Insurance Number being the gateway to receipt of a Citizen’s Income
would mean that most of those without National Insurance numbers
would soon obtain them.

An intriguing possibility is for the electoral register to be the list
of Citizen’s Income recipients. Now that individual registration has
replaced household registration the list will be more accurate, and if
it were to be used for the payment of Citizen’s Income, then it would
quickly become a lot more complete and a lot more people would vote
in clections. Parliament could decide, if it wished, to allow the electoral
register to be cross-checked with the list of National Insurance num-
bers. The British are not keen on identity cards, as the previous Labour
administration discovered; but the checking of one existing list against
another for the purpose of ensuring an accurate list for the payment
of Citizen’s Incomes would not be a problem, and might be widely
welcomed.
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6.5.3  Payment Mechanisms in the UK

We have already noted that in the UK, 98% of households already have
bank accounts into which their Citizen’s Incomes could be paid,*® and
that 2% of households use Post Office Card accounts, which are designed
purely for the receipt of benefits. Some of those households will be the same
ones (because some mothers prefer to receive their Child Benefit through
Post Office Card accounts, rather than have it go into a household joint
bank account), so there will still be some households that have neither a
bank account nor a Post Office Card account, and there might be quite a
lot of couples with only one bank account. Citizen’s Incomes are payable
to individuals, not to the household, so every individual should have the
option of receiving their Citizen’s Income payments into a bank account
for which they are the only account holder. Some couples will want their
Citizen’s Incomes to be paid into a single joint account, and that too
should be an option, but each individual should have to make their own
choice rather than a single household choice being made. Where a couple
has only one account, it would be no problem for one of the partners
to start a new bank account or a new Post Office Card account, and the
Indian experience shows that obtaining almost 100% coverage of bank
accounts is perfectly possible. If a tiny handful of people still fall through
the net—probably mainly people without homes and with a variety of other
problems—enabling someone to receive their Citizen’s Income on their
behalf would not be difficult to organize.

But how often should benefits be paid? This is currently a live debate
in the UK because until now out-of-work means-tested benefits have
been paid fortnightly, means-tested in-work benefits have been paid once
every four weeks, and various other benefits have been paid fortnightly
or once every four weeks, whereas the new Universal Credit will be paid
monthly. (This is because employment income is normally paid monthly,
because the monthly benefit payment for people not in work is designed
to get their households used to monthly budgeting, and because for the
purposes of Universal Credit employers report earnings to Her Majesty’s
Revenue and Customs (HMRC) monthly, HMRC reports monthly to the
Department for Work and Pensions (DWP), and the DWP then pays the
household’s Universal Credit.)

With a Citizen’s Income an interesting possibility presents itself.
Existing National Insurance benefits (social insurance benefits designed
to cover particular contingencies, mainly for limited periods) and means-
tested benefits have default payment periods attached to them because
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they are already quite complicated and giving claimants discretion over
payment periods would complicate them even further. Because everyone’s
Citizen’s Income would be a fixed amount, everyone would be able to
choose their own payment period. Even daily payments would be possible,
which could be useful for people living with addictions.

In the UK, people without permanent homes can receive benefits
through a Post Office Card Account. The same mechanism could apply to
their Citizen’s Incomes.

While there might be minor problems to solve on the way to imple-
menting a Citizen’s Income in the UK they would be minor problems,
and they would not compromise Citizen’s Income’s feasibility.

6.5.4  Continuing Means-Tested Benefits

Scheme B in Chaps. 3 and 4 envisages the continuation of means-
tested benefits, albeit at lower levels because every household’s Citizen’s
Incomes will be taken into account when their means-tested benefits were
calculated. There would be no need to change any of the administrative
structure. However, an interesting opportunity presents itself. Housing
Benefit is administered locally, although regulated nationally, whereas
Council Tax Support is both administered and regulated locally. None
of this is problem-free, particularly because central government now has
no control over total marginal deduction rates,”” but there are also good
reasons for devolving some means-tested benefits to local level. Housing
costs vary across the country, rental markets are different in every place,
the local Council Tax behaves somewhat differently in every place, and
Local Authorities are already involved in services for people with disabili-
ties, so to give to Local Authorities control over disability benefits of all
kinds would enable financial and other services to be integrated. A fair
central government funding formula would be required, but if this could
be achieved, then to localize means-tested benefits as a separate exercise
after the establishment of Citizen’s Income might be a useful thing to do.

6.5.5  Participation Income: How Many
Individuals in England and Wales Would
Not Receive It?

(The geographical area under consideration for the case studies above is
the UK. Here it is England and Wales because that is the geographical area
covered by the census data published by the Office for National Statistics.)
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A ‘Participation Income’ would be paid to any adult ‘participating’
in society. The list of ‘participations’ would include employment or self-
employment, retirement, absence from work because of sickness or injury,
inability to work because of disability, and approved forms of voluntary
activity. Students, trainees, those caring for dependents (the young, the
elderly, or disabled dependents), and those unemployed but available for
work would also be counted as ‘participating’.”®

If we ask: How do we decide whether a particular individual is ‘partici-
pating’ in society, then we need to ask whether they fit into any of these
‘participation’ categories.

The list raises a few questions: Would an actor receive their Citizen’s
Income while they were between shows? How much voluntary activity
would someone need to be doing for it to count as participation in society?
Do we count as ‘participants’ people who have chosen early retirement?
Would someone who chose to give up their employment in order to look
after an ageing parent be counted as ‘participating’ in society? (Would
someone need to decide whether the parent needed looking after?) Would
a few months spent working without pay in a theatre, in order to gain
experience, be counted as qualifying voluntary activity?

Some statistics might be of interest®’:

In 2011, there were 41,126,540 usual residents in England and Wales
between the ages of 16 and 74. Of these, 28,659,869 were economically
active, and so would have counted as participating in society.

‘Economically inactive’ means those without a job, who have not
sought work in the last four weeks, and who would not be available to
start work during the next two weeks. Table 6.1 shows the number of
individuals in each of a number of categories of economic inactivity in
England and Wales in 2011.

We shall study each category in turn:

Retived The ‘retired’ category will include some people who have cho-
sen to retire earlier than the state pension age. Those who retire at the
state pension age are counted as participating in society, presumably in
recognition of the contribution that they have already made. The same
logic would presumably apply to those who retire earlier than the state
pension age, although it would of course be possible for the government
to determine an arbitrary age below which retirement would preclude
someone from receiving a Participation Income if they were not otherwise
participating in society.
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Table 6.1 2011 census

figures for England agd ?;tgfst g:ggg:;?i
Wales .for ic economi- Looking after home /family 1,781,530
cally inactive, between Permanently sick/disabled 1,714,894
the ages of 16 and 74 Other 898,344

Total 12,466,671

Source: Table KS601EW, 2011 census data, http://www.
ons.gov.uk /ons/rel /census,/2011-census/key-statistics-
for-local-authorities-in-england-and-wales /rft-table-
ks601ew.xls

Students Many part-time students will be employed and so will count as
economically active and so as ‘participating’. Do we count all economi-
cally inactive students as participating in society? Is someone going to
decide which courses count as ‘participation’ and which ones do not?
Given that the government supports universities and colleges financially,
and encourages the taking of degree and other courses, it would be dif-
ficult to argue that people taking those courses were not participating in
society.

Looking after home/family In 2010, there were 7.66 million families with
dependent children in the UK. If both parents decide to stay at home to
care for a large family, then are they both ‘participating’ in society, or is
only one of them doing so? The government counts a child as ‘dependent’
it it is aged zero to fifteen years, or if it is aged sixteen to eighteen years
and is still in full-time education.®® If a child leaves school at 16 and its
parents decide that one of them should remain available to support them
as they seek employment and cope with young adulthood, then is that
parent ‘participating’ in society? If someone has a particularly demanding
job that involves their home, and their spouse chooses not to be employed
outside the home but instead to contribute to the home environment and
to the social and other task-related activities that happen in it, then are
they participating in society? Many clergy spouses would be in this posi-
tion, as would the spouses of some public figures.

Permanently sick/disabled In 2006, 71% of people registered disabled
were out of work. If someone disabled could work, but chose not to do so,
then should we count them as participating in society? And who is going
to decide such questions in individual cases?*' Recent DWP attempts to
define robust categories for people sick or disabled, and to determine who


http://www.ons.gov.uk/ons/rel/census/2011-census/key-statistics-for-local-authorities-in-england-and-wales/rft-table-ks601ew.xls
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belongs in which category, have not met with the kind of public approval
that would be required if similar processes were to be used to decide which
sick or disabled people should receive a Participation Income without
actively participating in society in some other way.

Volunteers Voluntary activity would count as participation in society, as
it should. How many hours of volunteering would we believe to be suf-
ficient to qualify for a Participation Income? If any quota of hours were to
be agreed, then the Participation Income would become payment for that
number of hours of work. Would this reward for voluntary work destroy
the very nature of voluntary activity? Would people seek just enough vol-
untary activity to qualify for a Citizen’s Income? And would voluntary
organizations adapt to provide the necessary minimum volunteering pack-
age required for receipt of a Participation Income?

During 2012-13, 22.7 million people in the UK formally volunteered
at least once a year, and 15.1 million volunteered once a month.?> This
suggests that there were 13.4 million monthly volunteers in England and
Wales.?* If we assume that the proportion of monthly volunteers is the
same in the ‘other economically inactive’ category as in the population as
a whole (a conservative assumption, as many in the ‘other’ category will
be the non-earning spouses of employed or self-employed individuals, and
many of these will be active volunteers), then the number of individuals
in the ‘other economically inactive’ category who are not monthly volun-
teers will be 682,741, which is 1.2% of the population of England and
Wales.?*

We have seen that working out who should not receive a Participation
Income would require a complex set of rules to be used by caseworkers as
they decided which economically inactive individuals could be fitted into
the ‘participation’ categories. If we assume that retired people and students
were automatically participating, then that would leave four million people
to whom caseworkers would need to apply the rules. The idea of employing
the notion of ‘participation’ to determine who should receive an otherwise
unconditional income might be appealing politically, but its administra-
tion would quickly get bogged down in a morass of regulations, changes
of circumstances, and appeals against caseworkers’ decisions. If someone
leaves university, then after a break of three weeks works for a month car-
rying pizzas in order to earn some money, and then travels around South
America for several months, and for one of those months volunteers with
an Argentinian charity, and then returns to the UK, volunteers with a
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charity for a fortnight, and then finds a temporary job, before going to the
Reading Festival, for half of which they are employed serving burgers: I do
not envy the civil servant having to sort out for which of those weeks they
would receive their Participation Income.

Our somewhat rough and ready calculation suggests that massive
administrative effort would be required to exclude about 1.2% of the
adult population between sixteen and seventy-four years old from receipt
of Participation Income. Those over 74 and all children would receive the
Participation Income automatically, so we would be looking at less than
1% of the population of England and Wales being excluded from receipt.

A Participation Income’s administration would become such a night-
mare, and so few people would not be getting it, that either Participation
Income would quickly become a Citizen’s Income or people would be so
put off by the whole idea that the plan would be simply abandoned.

In his most recent book, Tony Atkinson has reiterated his commitment
to Participation Income, but then the accompanying microsimulation
appears not to take into account any participation conditions, meaning
that what has been modelled is a Citizen’s Income.®® The fact that the
microsimulation program cannot cope with participation conditions sug-
gests that civil servants would not be able to cope with them either.

6.6 CONCLUSION

Tax Credits, Negative Income Tax, and Citizen’s Income all generate the
same net income diagram, so all three schemes would reduce marginal
deduction rates (the total rate of withdrawal of additional income), would
incentivize employment, and would enable families more easily to earn
their way out of poverty. The differences between the schemes are admin-
istrative, and it is not difficult to see that Citizen’s Income is the simplest
to administer, and that it avoids all of the problems relating to the admin-
istration of Negative Income Tax and Tax Credits. Citizen’s Income also
offers greater flexibility of payment period, because a Citizen’s Income
could easily have individualized payment periods (anything from daily
to monthly, or even annually if required), whereas Tax Credits would be
likely to be restricted to monthly payments and Negative Income Tax
to monthly or annual payments® (as is the USA’s Earned Income Tax
Credit—in fact an annual Negative Income Tax, which functions rather
like the Alaskan Permanent Fund Dividend).?”
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We have explored the difficulties related to the administration of a
Participation Income. A Citizen’s Income would avoid all of those dif-
ficulties, too. Any challenges that the administration of Citizen’s Income
might experience would also apply to Tax Credits, Negative Income Tax,
and Participation Income. For a Citizen’s Income, the challenges are real,
but they are by no means insuperable, as we have seen. The conclusion to
draw is that Citizen’s Income is administratively feasible, but that Negative
Income Tax, Tax Credits, and Participation Income might not be.

In relation to the UK, an examination of the three schemes studied
in Chaps. 3 and 4 reveals an interesting administrative fact about scheme
B. Because all existing benefits are left in place, this scheme could be
implemented both easily and quickly. All that would be required would
be for the Citizen’s Incomes to be paid, Income Tax Personal Allowances
and the National Insurance Contributions Lower Earnings Limit to be
reduced to zero, Income Tax rates to be adjusted, National Insurance
Contributions to be collected at 12% on all earned income, and means-
tested benefits to be recalculated—which would be easy to do as every
household’s Citizen’s Incomes would be of entirely predictable amounts.
If ever a UK government were to be looking for a Citizen’s Income scheme
that could be implemented almost overnight, then scheme B would be an
obvious candidate.

While it might be true that a Citizen’s Income of £50 per week for
working-age adults would not be the subsistence-level Citizen’s Income
that many advocates would like to see, the fact that scheme B would be so
easy to implement means that it has a major advantage over more gener-
ous schemes.®® To implement a small Citizen’s Income that would not
abolish means-tested benefits, but that could then grow, might well be
a ‘low road’ to Citizen’s Income rather than a ‘high road’,* but at least
it would be preferable to asking for a larger Citizen’s Income that might
never be implemented.

A final suggestion from Herbert Gans*’: that if a Citizen’s Income is to
be implemented, then we should call it a Negative Income Tax, because
that name might be the more acceptable of the two. The argument against
doing this is that Negative Income Tax and Citizen’s Income are adminis-
tratively very different. The argument for doing it is that they would have
the same effects on net disposable incomes, and so in the most important
respect they are in fact identical. I would hesitate to contribute to the long
history of the misnaming benefits, but I can see that the ploy might be
psychologically helpful.
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CHAPTER 7

Is a Citizen’s Income Behaviourally
Feasible?

7.1 INTRODUCTION

All that is required for this test to be passed is for households’ situations
to improve after implementation. As De Wispelaere and Noguera put it:

For a [Citizen’s Income] to be behaviourally feasible, it must neither pro-
duce perverse or counterproductive effects, nor fail to produce key desired
outcomes.!

We can theorize the useful effects of the secure financial floor that a
Citizen’s Income would create, the loss of bureaucratic intrusion in con-
nection with intimate relationships and household activity, the greater
ability to turn increased earned income into increased disposable income,
an increasing range of options in the employment market, a reduction in
administrative complexity, and the advantages of increased social cohe-
sion. Because workers’ Citizen’s Incomes would continue in a seamless
fashion through any changes in employment market status, workers would
have an increased ability to leave one job and look for another.> This sug-
gests that wages in ‘bad jobs” would rise and wages in ‘good jobs’ might
fall, so employers would have an incentive to improve working conditions,
training provision, and career progression, and employees would experi-
ence better jobs.® The fact that there are some problems that a Citizen’s
Income would not solve is beside the point.
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A problem related to behavioural feasibility is that the test can only be
passed or failed after the implementation of a Citizen’s Income scheme.
This will of course have implications for the way in which a Citizen’s
Income is implemented. The uncertainty related to the consequences
of a Citizen’s Income scheme for individuals, households, society, and
the economy will mean that governments will be hesitant to implement
the proposal. This suggests that an evolutionary implementation method
could be helpful—provided that at every stage it is a Citizen’s Income that
is being implemented.

But that still leaves us with a problem. How can we say anything at all
about behavioural feasibility before a Citizen’s Income scheme has been
implemented? In practical terms: How am I going to write this chapter?

A subsidiary problem is this: It will not be just the Citizen’s Incomes being
paid that will cause behavioural change. A Citizen’s Income will never come
alone. It will always come along with a funding mechanism: with changes
to the existing tax and benefits systems, with new taxes, or with a variety
of other funding methods; and these changes too will cause behavioural
change in such a way that it will often be difficult to differentiate between
behavioural change caused by Citizen’s Income and behavioural change
caused by the other changes that will accompany its implementation.

Some of the consequential behavioural changes might be a bit of a sur-
prise. In a revenue neutral scheme, individuals’ and households’ income
tax payments will rise. This will not normally affect disposable income
because the household will already be receiving a Citizen’s Income for
each member. However, there would be other effects, and a particularly
interesting one could be an increase in the frequency with which people
vote in elections. Increasing personal tax allowances, which is what is hap-
pening now in the UK and some other countries, has the opposite effect.
If we want an engaged democracy, then we need to decrease personal tax
allowances and increase income tax payments. A revenue neutral Citizen’s
Income scheme would achieve this, and so would enhance democratic
engagement without it costing anyone anything.*

A further problem is that any change in tax and benefits systems can
cause two different kinds of behavioural change: forced change, and new
possibilities for behaviour that might or might not be chosen. Let us sup-
pose that a government decides to ban restrictive zero-hour contracts
and to allow only non-restrictive ones: that is, zero-hour contracts that
permit the employee to work for more than one employer, and without
penalty to refuse shifts offered at short notice. Employers would find
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behavioural change forced upon them. They would no longer be able to
dismiss employees who worked for a second employer, or for refusing a
shift offered at less than say a fortnight’s notice. The employee would have
no change forced upon them, but they would be able to take advantage
of some new freedoms: to work for a second employer, and to commit
themselves to educational, leisure, and social activities without the anxiety
that their employer might demand their presence at short notice. The
implementation of a Citizen’s Income would also result in both kinds
of behavioural change. Everyone would automatically receive into their
bank account a regular weekly or monthly income. This would simply
happen, and it would have consequences: mostly good ones. But in the
case of Citizen’s Income, most of the behavioural change would be of the
kind that might or might not be chosen. If a household were to find itself
still on small amounts of means-tested benefits, then it might decide to
cease to claim them and to run a market stall on Saturdays in order to fill
the income gap. The option to abandon means-tested benefits would not
have been available to them in the same way before implementation of the
Citizen’s Income, but now it would be. Or perhaps a single young artist
would see if they could live on their Citizen’s Income and on sales of their
work rather than being employed. In one case, earned income would go
up, and in the other it could go either way. The important point is that in
both cases there would be new choices to be made. Net income and the
ways in which time can be used are both significant factors when someone
is evaluating their welfare, and both will need to be taken into account
when tax and benefits changes are being evaluated.®

What is not required is that we should be able to show that any par-
ticular household, or households generally, would be better off financially
at the point of implementation. Some might be, and some might not
be. What will matter is the new range of choices that they might experi-
ence: and one of those new choices might be to earn additional income
in order to increase their disposable income. Previous to the implementa-
tion of Citizen’s Income, an increase in disposable income might have
been difficult to achieve because the withdrawal of benefits and the pay-
ment of income tax might have made it difficult for a household to turn
increased earned income into increased disposable income. For a Citizen’s
Income to replace all or most of means-testing benefits would change
that, and would therefore provide the household with a new choice to
make, whether to remain at their present earned income, or to raise their
disposable income by seeking new or additional earned income.



146 M. TORRY

In addition to new choices being available in relation to net income and
use of time, the implementation of Citizen’s Income would also enable
new choices to be made about relationships. A father might have decided
not to live with the mother of his child because this would have lost
the mother her means-tested in-work or out-of-work benefits. Citizen’s
Incomes would replace a proportion of those means-tested benefits, and
living together in the same flat might now be financially advantageous.
Such factors can tip relationship decisions one way or the other, and for
many families the replacement of means-tested benefits wholly or partially
by Citizen’s Income would offer a whole new set of choices around the
kinds of relationship that might be possible, and the employment patterns
that might be viable. A group of people who might benefit substantially
from such new choices being available would be children currently living
with one parent who might find themselves living with two. A further
clear benefit of new advantages for couples living together would be a
more efficient employment of a constrained housing stock.

While it might be possible to predict some of the consequences of the
changes that will simply happen when a Citizen’s Income is implemented,
we have seen that the most significant changes for individuals, households,
societies, and economies are likely to be those that would result from
individuals and households experiencing new sets of choices in relation to
family structure and employment pattern. How people will react to the
new choices available to them might be difficult to predict. To take the
example of labour market activity: If large numbers of people decided not
to be gainfully employed, but instead to spend their time surfing,® then
this might discredit Citizen’s Income in the eyes of the public, and the
policy would not be behaviourally feasible. Before implementation, we can
model the labour market effects, and find that traditional models of labour
market behaviour find that labour market participation would increase if
means-tested benefits were to be replaced by a Citizen’s Income,” but
we cannot know what choices people would make in practice, so we can-
not know for certain whether Citizen’s Income would be behaviourally
feasible.

7.2 EVIDENCE FOR BEHAVIOURAL FEASIBILITY

One possible approach to this dilemma is to seek evidence of what the
new sets of choices might be and of how people might react to them. We
will not be able to draw any firm conclusions because evidence will have



IS A CITIZEN’S INCOME BEHAVIOURALLY FEASIBLE? 147

to be gleaned from natural and staged experiments in contexts different
from those in which a Citizen’s Income scheme would be likely to be
implemented, but it will be the best that we can do. It is therefore for such
evidence that this chapter will seek, and we shall then draw what tentative
conclusions we can.

So far I have only discussed behavioural feasibility in relation to indi-
viduals and households. Just as important will be behavioural feasibility
in relation to private sector firms, voluntary organizations, and the public
sector. These too will experience the consequences of the implementation
of Citizen’s Income. If Citizen’s Income is to be behaviourally feasible,
then the consequences for institutions will need to be as good as they will
be for individuals and households.

If we can show evidence that a Citizen’s Income would be likely to
change behaviour in beneficial ways, and that it would offer new sets of
choices that households and society’s institutions would experience as
beneficial, then we shall be able to say that Citizen’s Income is probably
behaviourally feasible—while at the same time recognizing that only the
passage of time would show whether Citizen’s Income really was in fact
behaviourally feasible in the contexts in which it had been implemented.

7.2.1  Empirical Evidence from Constructed Experiments

Empirical evidence® for the effects that a Citizen’s Income might gener-
ate is provided by large pilot projects in Namibia® and India,'® which have
revealed the sizeable positive employment market, income, educational,
health, and democratic effects of small Citizen’s Incomes. In the two large
villages of the Namibian pilot project, mean earned income increased by
29% (in addition to the small Citizen’s Income), and self-employment
income grew by 301%."" The extent to which these significant positive
effects would be replicated in developed economies is difficult to predict,
but we can legitimately conclude that the effects would be positive rather
than negative.

A Negative Income Tax (NIT) is not a Citizen’s Income,!? but because
the disposable income effects of a NIT and a Citizen’s Income are similar,
results from NIT experiments can tell us how a Citizen’s Income might
affect employment market behaviour. NIT experiments in the USA dur-
ing the 1970s found very little labour market effect. Most of the small
employment reduction effect was people between employments taking
longer to look for their next job, which suggests that they were looking
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for the right job rather than just any job; and some of it was women with
children working fewer hours each week, which might also be a good
thing. We can therefore assume that any employment market effects of
a Citizen’s Income would be small, and that those that did occur could
be beneficial.’* On the basis of a similar Canadian experiment, we can
assume that there would be measurable positive effects on health and on
educational achievement.'* The US and Canadian experiments took place
in OECD countries, and the Namibian and Indian projects in develop-
ing countries, so it is reasonable to assume that the effects produced by
Citizen’s Income are related to the characteristics of Citizen’s Income and
not only to the social and economic contexts of the countries in which the
experiments have taken place.

7.2.2  Natural Experiments

Sometimes a country makes a change to its tax and benefits system that
enables information to be gathered about the different effects of different
systems without anyone having to set up an experiment. Research on New
Zealand’s replacement of an unconditional family benefit with a means-
tested one shows that the change entrenched more families in poverty.!®
This suggests that to switch from a means-tested to an unconditional ben-
efit would release families from entrenched poverty.

In the USA, a rule that withdrew pension benefits from retired people
who continued to earn an income was abolished, and research shows that
the probability of being gainfully employed went up.'® Similarly, when
Canada reduced the marginal deduction rates experienced by higher earn-
ers, and particularly for women who were employed part-time, part-time
employment rose by 10 % among higher earning women, and did not rise
at all among lower carning women.'” These results suggest that if marginal
deduction rates are lowered, then labour market activity increases, and
therefore that if a Citizen’s Income were to replace or partially replace
means-tested benefits, then we would see an increase in labour market
activity.

7.2.3 A Global Natural Experiment: Welfare State Regimes'®

In his The Three Worlds of Welfare Capitalism,” Gosta Esping-Andersen
scores welfare states for corporatism (the number of large occupationally
distinct public pension schemes), étatism (expenditure on pensions for
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government employees), means-tested poor relief, private pensions (as a
proportion of total pensions), private health spending (as a proportion of
total healthcare spending), universalism (social security benefits available
to every citizen, excluding income-tested schemes), and average benefit
equality (the ratio of the legal maximum benefits to the guaranteed mini-
mum income). By combining these scores, each country is then scored for
conservatism (corporatism), socialism (i.e., universalism and equality), and
liberalism (private provision, with a residual, means-tested welfare state).
Esping-Andersen discovers some clear clusters of countries, as we can see
in Table 7.1.

The countries listed in the right-hand column are those that score
‘strongly’ for each of the welfare regime types. The same countries will
also score ‘medium’ or ‘low’ for the other welfare regime types. Some
countries do not score strongly for any particular type: the UK, for exam-
ple, scores ‘low’ for conservatism (corporatism), and ‘medium’ for both
liberalism and socialism. This is no surprise. The NHS is ‘social demo-
cratic/socialist” in character, and a significantly means-tested benefits sys-
tem is ‘liberal’.

Do the welfare regime types correlate with income inequality? The first
column in Table 7.2 shows the ratio of the average net income of those in
the highest income decile to the average net income of those in the lowest
income decile, and the other three columns identify the welfare regime
types for which the countries score strongly.

Because Esping-Andersen’s figures were published in 1990 and were
often drawn from the mid-1980s sources, and the income ratio figures

Table 7.1 Welfare state regimes and their characteristics

Type of welfare vegime Character Represented by

Social democratic The state is committed to Denmark, Finland, the

regime/“socialism’ full employment, generous Netherlands, Norway, and
universalist welfare benefits, Sweden
income redistribution, &c¢

Conservative /corporatist Occupationally segregated Germany, France, Austria,

regimes benefits Belgium, and Italy

Liberal welfare regimes Private provision, selective Australia, Canada, Japan,
provision, and a residual Switzerland, and the USA

safety net for the poor

Source: This table was constructed by the author from the text of Gosta Esping-Andersen (1990) The
Three Worlds of Welfare Capitalism (Cambridge: Polity Press), pp. 26-29, 69-77
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Table 7.2 Relationships between the ratio of the average net income of those in
the highest income decile to the average net income of those in the lowest income
decile and countries’ welfare regime types

Country Ratio Socialist Conservative Liberal
Japan 45 X
Finland 5.6 X

Norway 6.1 X

Sweden 6.2 X

Germany 6.9 X

Austria 6.9 X

Denmark 8.1 X

Belgium 8.2 X

Switzerland 9.0 X
France 9.1 X

The Netherlands 9.2 X

Canada 9.4 X
Ttaly 11.6 X

Australia 12.5 X
USA 15.9 X

Sources: Income ratios from United Nations (2009) Human Development Report, 2009 (New York:
United Nations), p. 195, table M; regime type scores from Gesta Esping-Andersen (1990) The Three
Worlds of Welfare Capitalism (Cambridge: Polity Press), p. 74

are more recent, we need to treat any correlation that we discover with
a degree of scepticism; but there is clearly a correlation between welfare
regime type and income inequality. The outlier here is Japan, which com-
bines a highly liberal welfare state with an income equality based on a
fairly egalitarian original distribution of earned income rather than on
any redistribution of initially unequally distributed incomes: a national
characteristic at least partly explained by status attaching to someone’s
position within the company rather than to their earned income. For the
other outliers, there are also rational explanations: The Netherlands scores
strongly for socialism, but it also scores ‘medium’ for both liberalism and
conservatism; Denmark scores strongly for socialism, but it also scores
‘medium’ for liberalism; Italy and France score strongly for conservatism,
but they also have high ‘medium’ scores for liberalism; and Switzerland
scores strongly for liberalism, but it also scores ‘medium’ for socialism.

Figure 7.1 represents the correlation that we have discovered.

We can conclude that there is a correlation between high income
inequality and more liberal welfare regimes, mid-range income inequality
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Low inequality Socialist / universalistic welfare regimes

Conservative / corporatist welfare regimes

High inequality Liberal welfare regimes

Fig. 7.1 The relationship between welfare state regime type and income
inequality

and more conservative welfare regimes, and low income inequality and
more socialist, or universalistic, welfare regimes.

The question now becomes one of the directions of causality. Does
the income inequality cause the welfare state regime, or vice versa? Given
that welfare regime types stem from deep historical roots,?” unless we can
prove otherwise we must assume that to some extent the deep structures
of society generate both the welfare state regime and the level of income
inequality, and that to some extent the welfare state regime generates the
level of income inequality. Because of the differences in marginal deduc-
tion rates found in the different welfare state regime types, and therefore
of households’ ability to increase disposable income by increasing earned
income, we can assume that a more liberal regime that means-tests ben-
efits will experience more inequality than one based on social insurance,
and much more than one based on universal benefits. The theory explains
the results, and in the absence of an alternative theory we can conclude
that society’s deep historically determined social structures give rise to the
kind of welfare state to be found in that society and to its level of income
inequality, and also that the welfare state regime reinforces the level of
income inequality.

We find confirmation of this conclusion in Geert Hofstede’s categori-
zation of national cultures: the result of research among IBM employees
in sixty-six countries. Hofstede ranked countries along four spectra: from
individuals’ tendency to assertiveness to their tendency to more modest
behaviour; from individualism to collectivism; from behaviour designed to
avoid ambiguity and uncertainty to a more welcoming attitude to uncer-
tainty and ambiguity; and from substantial differences in power between
different people in society to lower differences in power, in relation to
which each country is ascribed a Power Difference Index (PDI) con-
structed on the basis of answers to such questions as: How often is there a
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problem in expressing disagreement with managers??! For fifteen countries
with developed economies, Hofstede found that the ratio of the average
net income of the top net income decile to that of the bottom net income
decile correlated closely with the PDI.*? As Hofstede writes: ‘We can take
the data as proof that income inequality is larger in high PDI than in low
PDI countries’,”® and that taxation exacerbates differences in inequality.
‘In higher PDI countries the tax system, rather than reducing the greater
income inequalities, in fact increases them.”?* Of particular interest might
be the fact that ‘43 percent of the variance in PDI can be predicted from
the geographical latitude of the country’s capital alone ... 51 percent can
be predicted from a combination of latitude and population size’.?® Is the
UK’s ambiguous position perhaps a result of its northern latitude and the
Gulf Stream’s creation of a warmer climate uncharacteristic of that latitude?

We therefore have additional support for the proposal that deep social
structures are important factors affecting both a country’s welfare state
regime type and its level of income inequality, and that the welfare state
regime type has a direct influence on income inequality. For the purpose of
this chapter, we can conclude that to extend the use of universal benefits,
and to reduce the amount of means-testing, would shift the welfare state
regime type towards the social democratic end of the spectrum, and would
therefore reduce income inequality.

Danson, McAlpine, Spicker, and Sullivan survey evidence related to
welfare states of different kinds, and draw the following conclusions:

e Universalism is incredibly efficient—the selective element of pension
entitlement is more than fifty times more inefficient than the univer-
sal element measured in terms of fraud and error alone and without
even taking into account the cost of administration.

e In economic terms, universalism is clearly shown to deliver Merit
Goods (things we all benefit from) and Public Goods (things that
could not be delivered without collective provision) which selectivity
simply cannot deliver.

e The economic impact of universalism is much greater than the
economic impact of selectivity because of the multiplier profile of
expenditure.

e Universalism also creates positive economic stability by mitigating
the swings in the business cycle and creating much more economic
independence among the population.
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e On virtually every possible measure of social and economic success,
all league tables are topped by societies with strong universal welfare
states.”®

This is evidence drawn from experience of existing universal benefits.
Citizen’s Income is a universal benefit. We can confidently expect the same
effects to occur.

7.2.4  Combining the Evidence

We have discovered three kinds of evidence for the likely effects of replac-
ing means-tested and other benefits wholly or partly with unconditional
benefits: natural experiments, constructed experiments, and a global nat-
ural experiment. Constructed experiments suggest that implementing
Citizen’s Income would cause an increase in economic activity, a particu-
larly significant increase in self-employment, and improved health and
educational outcomes, and that the only labour market effects would
be people spending longer looking for the next job, and working for
fewer hours per week in employment when caring for young children.
This last effect would be particularly beneficial for women, and because
a Citizen’s Income would provide an independent income for many
women who do not at the moment have one, the enhanced choices avail-
able to women,?*” and a general redistribution of financial resources both
generally and within the household, could well generate more under-
standing and approval of Citizen’s Income among women than among
men.?® Natural experiments suggest that labour market activity would
rise, and that entrenched poverty would be reduced. The global natural
experiment that relates income inequality to welfare state regime type
suggests that a shift from means-testing to unconditional benefits would
reduce income inequality.

While it would be useful to have available data from additional natural
and constructed experiments (for instance, on the relationship between
saving and welfare regime type), this chapter already contains a substantial
body of evidence for the likely effects of implementing Citizen’s Income;
so although, strictly speaking, we cannot test for behavioural feasibility
before implementation, we can be sufficiently sure that behavioural fea-
sibility would be forthcoming to enable us to approach implementation
with confidence.
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7.3 CHANGING ATTITUDES

An important question, though, is whether a shift towards more univer-
sal benefits would in practice result in greater public approval of them.
However much other beneficial behavioural effects might follow the
implementation of a Citizen’s Income scheme, if implementation does
not shift public opinion in the direction of universal benefits, there is little
chance that the reform will last and little chance than implementation for
one age cohort might lead to implementation for another.

Kumlin and Stadelmann-Steffen conclude that policy feedback effects
can be significantly affected by a changing political context,” and Muuri
finds a highly complex picture, in which attitudes to social security benefits
can be most negative among people with experience of claiming them, and
in which ‘the groups who were the most critical were those who should be
benefiting the most from the services and allowances of society’.?® Given
that most social security benefits are subject to bureaucratic testing of
claimants, perhaps this attitude should not surprise us. However, there s
evidence that the structure of a welfare state can affect the public’s attitude
towards it, and of particular interest is the evidence that welfare states
characterized by universal benefits tend to have a higher approval rating
than welfare states more characterized by contributory benefits, and that
welfare states characterized by contributory benefits tend to have a higher
approval rating than welfare states more characterized by means-tested
benefits.?!

The evidence that we have collected suggests that not only would
the implementation of Citizen’s Income generate the beneficial effects
required for behavioural feasibility but that such implementation would
also deliver the change in public opinion that would be required to embed
the change and to prepare the ground for further implementation of uni-
versal benefits.

7.4 CASE STuDpY

7.4.1  Behavioural Change in the UK

In the UK, behavioural outcomes will, as always, be the result of a vari-
ety of factors, among which will be the structure of Income Tax and the
extent to which such means-tested benefits as Housing Benefit will still be
required. The behavioural outcomes that the UK government and public
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might wish to see, and the behavioural outcomes that people might wish
for themselves, will be diverse. This is not a problem. Lower marginal
deduction rates, the individual claimant unit, and simpler administration
will offer more choices to individuals and to households, enabling citizens
to determine their own behavioural feasibilities and then to ask whether
their expectations have been met.

We might think that in order to demonstrate behavioural feasibility we
would need to show that a Citizen’s Income would work for households
in the sense of providing them with an ideal income maintenance system,
somehow defined. Such a demonstration would not be possible. Take the
case of housing costs. In London, in particular, but also across much of
the south-east and elsewhere, housing is becoming unaffordable for large
sections of the population, forcing households to live in accommodation
too small for their needs, at some distance from their workplaces, and
often with too insecure a tenure. An unconditional benefit high enough to
enable every household to pay for the accommodation that it needs at the
same time as paying other living expenses would be unaffordable without
politically unsustainable increases in Income Tax rates. For the time being,
Housing Benefit, calculated in relation to both housing costs and ability to
pay, will be required; and because it is households that live in houses and
flats, Housing Benefit will need to continue to be paid on the basis of the
household as the claimant unit, unlike Citizen’s Incomes which would be
paid equally to every individual of the same age.?

Similarly with Council Tax Support. The assistance given to those
unable to pay Council Tax (a tax levied by local authorities) because their
incomes are too low has now been localized, and although Council Tax
is always based on the value of the household’s accommodation, Council
Tax Support is now differently calculated by every Local Authority. There
is no reason in principle why a Citizen’s Income could not be paid at a
sufficiently high level to enable Council Tax Benefit to be abolished, but
the fact that Council Tax is paid by households and not by individuals,
and that Council Tax can be of very different amounts for different house-
holds, means that for the time being we must view Council Tax Support
in the same way as Housing Benefit, as an unfortunate part of the current
system which for the time being a Citizen’s Income will be unable to do
anything about.

However, the partial or complete replacement of other means-tested
benefits with a Citizen’s Income would make a considerable difference
to many households, because it would provide them with new options
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in relation to employment patterns. Take, for example, a household in
which the male adult has been unemployed for more than a year and the
female adult is in low-paying employment. Currently, most of the value
of the woman’s earnings is deducted from the household’s means-tested
Jobseeker’s Allowance; if the man finds a job then much of the value of
the woman’s earnings will be deducted from the household’s Working
Tax Credits; and if Universal Credit is implemented then the same will
occur. If Jobseeker’s Allowance and Tax Credits were to be replaced by
a Citizen’s Income then, whether her husband was in employment or
not, the woman would be able to earn as much as she wished and the
household’s Citizen’s Incomes would not change. The household would
therefore be in a radically different position from the situation in which it
finds itself now. If their Citizen’s Incomes and the woman’s earnings were
not enough to live on, and Housing Benefit and Council Tax Support
were still in payment, then both partners would have a substantial incen-
tive to earn sufficient income to enable the household to escape from
means-testing altogether, because with their Citizen’s Incomes in pay-
ment, it would be easier to turn increased earned income into increased
net income than it is now.

All of that can be confidently predicted simply on the basis of the cur-
rent means-tested benefits regulations and the characteristics of a Citizen’s
Income. We can also predict that the household—any household—would
appreciate the fact that there would be no errors, fraud, criminalization,
or stigma attached to their Citizen’s Incomes; that, whatever they did,
the solid financial floor created by their Citizen’s Incomes would never
be taken away; that they would never receive letters telling them that they
had received too much Citizen’s Income and would therefore need to
repay it; and that they would never have to fill in a long and complicated
form in order to claim their Citizen’s Incomes, or to provide evidence of
anything other than identity, date of birth, contact details, and details of
their bank accounts, which would mean most people not having to supply
any information at all for years on end.

7.4.2  The Greater Utility of Pavt-Time Employment
in the Context of a Citizen’s Income®

7.4.2.1  Utility Curves™
Hours not spent in paid employment (‘leisure’) are useful to us (they have
utility), and consumer goods, and thus earned income, also have utility.
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Fig. 7.2 Utility curves on which utility is equal for different combinations of
leisure hours and earned income

Source: Malcolm Torry (2008) ‘Research note: The utility—or otherwise—of
being employed for a few hours a week’, Citizen’s Income Newsletter, issue 1 for
2008, pp. 14-16, p. 14

Each combination of leisure and earned income will yield utility, or sat-
isfaction, which can be pictured as a series of curves, known as utility or
indifference curves, as in Fig. 7.2.

If, at the three combinations of leisure and earned income at a, b, and
¢, we regard ourselves as having equal levels of utility, then we can draw
the indifference curve U, along which our utility is constant. The curve at
U, represents a similar series of points of equal utility, all at a higher level
of utility than those on U,.

For a given wage rate w, we can draw a line (a ‘budget constraint’), as in
Fig. 7.3, showing what our earned income will be for each hour worked,
that is, for each hour subtracted from our leisure.

The combinations of earned income and leisure represented by points
to the right of the budget line are unobtainable, so our utility will be
maximized where a utility curve is at a tangent to the budget constraint
(as this is the highest utility available to us under the circumstances), as in
Fig. 7.4.

Now suppose that on all earnings up to the amount ¥, tax is charged
at rate z, or that means-tested benefits are withdrawn, which has the same
effect as taxation: then the wage rate net of tax will be w(1-¢) per hour for
the first y,/w hours of employment per week (i.e., between (168-y,/w)
and 168 hours of leisure).

Figure 7.5 shows that the person whose utility was previously maxi-
mized at a high number of hours of employment (a low number of hours of
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wage rate

v

168

[ = leisure (hours pw)

Fig. 7.3 The budget constraint that relates earned income to hours worked
Source: Malcolm Torry (2008) ‘Research note: The utility—or otherwise—of

being employed for a few hours a week’, Citizen’s Income Newsletter, issuc
1 for 2008, pp. 14-16, p. 15

y = earned 4
income,
£ per week

d

Angle with tangent I
w = wage rate

168
[ = leisure (hours pw)

Fig. 7.4 The budget constraint when tangential to a utility curve identifies the
maximum utility available

Source: Malcolm Torry (2008) ‘Research note: The utility—or otherwise—of
being employed for a few hours a week’, Citizen’s Income Newsletter, issue 1 for
2008, pp. 14-16, p. 15

leisure), now has utility maximized at a lower level and at a lower number
of hours of employment (a high number of hours of leisure, and possibly
at zero hours of employment) as well as at a higher number of hours. The
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Fig. 7.5 Maximum utility obtainable when earned income is taxed or means-
tested benefits are withdrawn

Source: Malcolm Torry (2008) ‘Research note: The utility—or otherwise—of
being employed for a few hours a week’, Citizen’s Income Newsletter, issue 1 for
2008, pp. 14-16, p. 15

individual might in these circumstances be more likely to choose the lower
number of hours of employment.

7.4.2.2 The Effects of the Existing Tax and Benefits System Compared

to Those Generated by o Citizen’s Income Scheme
In this exercise, we use utility curves to test both the current benefits sys-
tem and a system based on a Citizen’s Income for employment incentives.
The Citizen’s Income scheme to be tested is outlined in Table 7.3.%°

Putting housing-related benefits to one side, in 2012-13, the netincome
of a single earner aged twenty-five or over after Income Tax, National
Insurance contributions, Income Support/Jobseeker’s Allowance, and
Working Tax Credits was as shown by the line marked ‘current’ in Fig. 7.6.
The line marked ‘Citizen’s Income’ shows what net income would have
been with a Citizen’s Income as described in Table 7.3 replacing means-
tested benefits.

The chart clearly reveals a poverty trap, particularly if the person is
employed for only a few hours a week. Between zero and twelve hours per
week earnings make almost no difference to net income.

The two lines on the graph in Fig. 7.6 represent the employee’s budget
constraint, and because the horizontal axis is hours worked rather than
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Table 7.3 An illustrative Citizen’s Income scheme: weekly rates for 2012-13

Weekly rates for 2012-13

Citizen’s Pension £145.40 Pension Credit rate

Working-age adult CI ~ £71.70 Current Income Support rate aged 25 plus
Young adult CI £56.80 Current Income Support rate for 16-24-year-olds
Child CI £56.80 Current Income Support rate for 16-24-year-olds

Source: Citizen’s Income Trust (2013) Citizen’s Income: A brief introduction (London: Citizen’s Income
Trust), p. 7

o £250
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§ £200 Income
b === Current
£ £150
[+4]
=1
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« £50
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Hours worked at NMW per week

Fig. 7.6 Netincome of a single earner aged 25 or over against hours worked at the
National Minimum Wage per week, for the existing benefits system and for a Citizen’s
Income scheme described in Table 7.3

Source: Citizen’s Income Trust (2013) Citizen’s Income: A brief introduction
(London: Citizen’s Income Trust), p. 7

leisure hours, the budget constraint rises as hours worked increase, rather
than falling as leisure hours increase, as in Fig. 7.3. As in Figs. 7.4 and 7.5,
notional utility curves can now be drawn—again, reversed (see Fig. 7.7).
If someone has a general preference for leisure rather than for income,
then, as Fig. 7.7 shows, utility could be maximized at either or both of zero
hours of employment and sixteen hours of employment, and is not much less
at any number of hours between zero and sixteen hours. Thus, a poverty trap
creates a considerable disincentive to increase the number of hours worked.
With a Citizen’s Income, the person employed for only a few hours
a week would experience increasing net income as the number of hours
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Hours worked per week at National Minimum Wage
Fig. 7.7 Net income of a single earner aged 25 or over against hours worked at
the National Minimum Wage per week, for the existing benefits system and for the
Citizen’s Income scheme described in Table 7.3, and with a utility curve showing
maximum utility under the current system to be equal at both zero and sixteen
hours of employment
Source: Malcolm Torry (2008) ‘Research note: The utility—or otherwise—of

being employed for a few hours a week’, Citizen’s Income Newsletter, issue 1 for
2008, pp. 14-16, p. 16

worked increased. This suggests that there would be an incentive to accept
employment of a few hours per week, and also to seek to increase the
number of hours of employment: unlike under the present scheme where
employment for a few hours a week is unlikely to be attractive, and only
increasing hours of employment to more than sixteen hours per week will
make much difference to net income.

As Fig. 7.8 shows, whatever the shape of someone’s utility curve, they
will be able to find an employment level that will match their preferences;
and someone with a higher preference for leisure will be able to work for
a few hours per week at a higher utility than if they were working zero
hours—something impossible under the existing system.

Only the Citizen’s Income net income line allows people with any
shape of utility curve to experience incentives to seeck employment of any
given number of hours, so the employment options facing most working-
age adults will be more diverse under a Citizen’s Income scheme than
under the current system; and for all of those adults there will always be
either the same or more utility to be gained by working more hours.
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Fig. 7.8 Net income of a single earner aged 25 or over against hours worked at
the National Minimum Wage per week, for the existing benefits system and for the
Citizen’s Income scheme described in Table 7.3, and with a utility curve showing
maximum utility under the illustrative Citizen’s Income scheme
Source: Malcolm Torry (2008) ‘Research note: The utility—or otherwise—of

being employed for a few hours a week’, Citizen’s Income Newsletter, issue 1 for
2008, pp. 14-16, p. 16

7.5 CONCLUSION

We have recognized that in general we cannot prove behavioural feasibil-
ity before implementation of a Citizen’s Income scheme, but that we can
present evidence that strongly suggests that behavioural feasibility would
not be difficult to establish following implementation. The same would
be true in practice in the UK. The same would also be true if Citizen’s
Income were to be implemented one step at a time: first a Child Citizen’s
Income, then a Citizen’s Pension, then an unconditional income for
young adults, then one for the pre-retired, and finally a Citizen’s Income
for working-age adults. At each stage—provided that it was a genuine
Citizen’s Income that had been established—behavioural feasibility would
be experienced, would help to embed the already implemented Citizen’s
Incomes, and would create the psychological feasibility required for the
next phase of the implementation strategy. In this sense, psychological and
behavioural feasibilities are intimately connected.

A particular point of connection is the way in which the implementa-
tion of Citizen’s Income might affect the behaviour of the media, and
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the way in which this would affect the psychological feasibility required
by the next stage of Citizen’s Income implementation. Research on the
UK press published thirty years ago revealed that means-tested benefits
and their recipients—viewed as ‘scroungers’—were receiving widespread
coverage, and that there was plenty of criticism of universal benefits, too.3¢
We experience the same situation today. Because Citizen’s Income would
not pit against the rest of society a group of people that could be classed
as undeserving, we could argue that Citizen’s Income would not receive
negative press coverage; but as a universal benefit it might suffer from
negative press coverage of its own. Following the implementation of a
Citizen’s Income for one age group, we would have to wait to see how the
media would behave, and how its behaviour would affect the psychologi-
cal feasibility of the next stage of implementation.

While psychological and behavioural feasibilities are closely connected,
we have dealt with them separately because they are structurally different.
Psychological feasibility is the public understanding and approval required
before a Citizen’s Income can be implemented, and, as we have recognized,
it can be created by an implemented Citizen’s Income. An important cause of
post-event psychological feasibility will have to be behavioural feasibility, that
is, practical experience of the beneficial effects promised for Citizen’s Income.
Such practical experience can only be post-event, but the evidence presented
in this chapter can give us considerable confidence that it would occur.
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CHAPTER 8

Is a Citizen’s Income Politically Feasible?

8.1 INTRODUCTION

De Wispelaere and Noguera describe as ‘political feasibility’ the combi-
nation of psychological feasibility, behavioural feasibility, institutional
feasibility (which I have called administrative feasibility), and strategic
feasibility: by which they mean ‘political entrepreneurs engaging in all
sorts of strategic interventions to build a political coalition enabling the
legislation and subsequent implementation of a policy proposal’.! In this
chapter, I am using ‘political feasibility’ in a rather more restricted sense,
represented by the question: Does Citizen’s Income cohere with main-
stream political ideologies?

In order to engage with a political process, a policy idea must at least to
some extent cohere with the political ideologies of actors in the political
sphere. In practical terms, politicians must be able to recognize Citizen’s
Income as conforming to their own and their parties’ deepest convictions
and policy commitments. So this chapter asks into which political ide-
ologies Citizen’s Income can easily fit. However, politicians recognizing
Citizen’s Income as consistent with their own and their parties’ convictions
will not guarantee implementation of the proposal. That requires Citizen’s
Income to make the journey from idea to implementation, which requires

Some of the material in this chapter draws on some of the same sources as Chap.
13 of Malcolm Torry (2013) Money for Everyone: Why we need o Citizen’s Income
(Bristol: Policy Press).
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it to negotiate the institutions that together constitute the policy process.
We shall tackle the question as to whether Citizen’s Income is capable of
doing that in Chap. 9.

Having now used ‘political feasibility’ to refer to just one aspect of
De Wispelaere’s and Noguera’s strategic feasibility, the term is no longer
available for the combination of all of the four different feasibilities. This is
no problem. If we add financial feasibility to those four, then we are simply
discussing ‘feasibility” as defined in Chap. 2.

A problem relating to both Chaps. 8 and 9 is that both political ideolo-
gies and policy process are highly country-specific. The main body of each
of these chapters will therefore have to be in the most general of terms,
leaving the reader to work out how Citizen’s Income would relate to the
political ideologies and the policy process in their own context.

8.2 Cr11ZEN’S INCOME’S ATTRACTION TO A VARIETY
OF COMMON PoLITICcAL IDEOLOGIES

Because in most contexts, a Citizen’s Income scheme would take several
years to negotiate and then to implement, and because for some imple-
mentation methods, it might take several decades, the proposal faces a
significant challenge. If either in general, or in a particular country, the
idea is not compatible with one of the mainstream political ideologies,
then maintaining the momentum required for implementation might be
difficult if a political party attached to that ideology finds itself in power.
To put the situation more positively: It will be a lot easier to implement a
Citizen’s Income scheme in a country if its political parties can all appre-
ciate the proposal as an attractive policy option. David Purdy suggests
that it is

both necessary and possible to envisage [ Citizen’s Income] as a central uni-
fying element in a radical political project which transcends any narrowly
sectional or partisan affiliation. The transition to a [ Citizen’s Income] soci-
ety could not be negotiated and secured without positive support, or at least
benevolent neutrality, amongst all the main political parties and currents of
opinion.?

So our task here is to ask whether Citizen’s Income is compatible with a//
of the mainstream political ideologies. I shall study four political ideolo-
gies: the New Right, socialism, liberalism, and social democracy. These
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should not be located on a spectrum, because each of them has their own
distinctive political viewpoint, but it is probably fair to say that social
democracy stands between the others as a reconciling position.

8.2.1 The New Right
Anthony Giddens defines the ‘New Right’ (or ‘neoliberalism’) in terms of

minimal government, autonomous civil society, market fundamentalism,
moral authoritarianism (plus strong economic individuation), a labour
market which clears like any other, acceptance of inequality, traditionalist
nationalism, the welfare state as a safety net, linear modernization, low eco-
logical consciousness, a realist theory of the international order ... The wel-
fare state is seen as the source of all evils in much the same way capitalism
once was by the revolutionary left.?

For the New Right, in the words of Margaret Thatcher,

there is no such thing as society. There is a living tapestry of men and women
and people and the beauty of that tapestry and the quality of our lives will
depend upon how much each of us is prepared to take responsibility for our-
selves and each of us is prepared to turn round and help by our own efforts
those who are unfortunate.*

The economy is a global market constructed out of contracts between
individual actors, and free trade is therefore the route to both national
and individual prosperity. Each individual must make the best of their eco-
nomic potential, and their self-interested effort is what in practice benefits
others. Adam Smith is frequently quoted:

By directing [his] industry in such a manner as its produce may be of great-
est value, [the economic actor] intends only his own gain, and he is in this,
as in many other cases, led by an invisible hand to promote an end which
was no part of his intention.?

The New Right’s political standpoint is best understood positively as a
belief that free markets deliver wealth for all, and negatively that attempts
to equalize wealth cause people to be poor and keep them that way. There
are both practical and more theoretical arguments. The more theoretical
position is that redistribution is theft from the wealthy. The more practical



170 M. TORRY

argument is that redistribution requires progressive taxation and,/or means-
testing, that these deter hard work, and that therefore only limited redis-
tribution can be permitted.® All human need is circumstantial, and where
someone’s need is not their own fault, then friends, family, and neighbours
will exercise compassion, and as a last resort, the state will provide for neces-
sities. If someone is in need through their own fault, then it is up to them
to change their behaviour.

More positively, each individual has a right to equality before the law, to
protection of their person, and to protection of their property, but other-
wise all relationships are contracts and so are conditional on people accept-
ing mutual obligations. A minimal state is therefore all that is required,
and it must not get in the way of the market; but the practice often denies
the theory, because industry and commerce need educated and healthy
workers at least as much as they need contract law, so public provision of
education and healthcare are still supported in practice.

Because implementing Citizen’s Income would mean that earned income
would no longer need to provide for the whole of someone’s household’s
subsistence, it would facilitate a free market in labour, which makes the idea
attractive to New Right theoreticians. A Citizen’s Income would also reduce
the disincentives currently imposed on the employment market by means-
tested benefits, and so would better enable working-age adults to provide
for themselves and their families in the context of a free market economy.

In practice, it is often concerns about ‘dependency at the bottom of soci-
ety”” that drive the New Right’s interest in a Citizen’s Income. Charles Murray
suggests that the welfare structure for working-age adults in the USA should
be scrapped and replaced with a Negative Income Tax,® which would have
the same effect on disposable incomes as Citizen’s Income. In particular, it
would remove the necessity for means-tested benefits, would remove the dis-
incentive to apply for employment opportunities,” and would not discourage
people from creating their own insurance arrangements or private pensions.

Citizen’s Income would appear to cohere well with a New Right politi-
cal ideology. It would reward hard work, it would encourage self-reliance
and private provision, and it would not interfere with the employment
market.

8.2.2  Socialism

‘Socialism’ understands the individual as belonging to society, to which
they contribute what they can, and which provides for their needs. As Karl
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Marx put it, ‘from each according to his ability, to each according to his
needs’.!” At the one extreme we find communism:

the abolition of private property ... Communism deprives no man of the
power to appropriate the products of society; all that it does is to deprive
him of the power to subjugate the labour of others by means of such appro-
priation ... The first step in the revolution by the working class is to raise
the proletariat to the position of ruling class, to win the battle of democracy.
The proletariat will use its political supremacy to wrest, by degrees, all capi-
tal from the bourgeoisie, to centralise all instruments of production in the
hands of the State, i.c., of the proletariat organised as the ruling class; and to
increase the total of productive forces as rapidly as possible.!!

One problem, as the Soviet Union and countries in Eastern Europe dis-
covered, is that nationalized industries can make losses, and, if they have
a monopoly, they can be inefficient. A further problem is that socialism
is ideally ruled by the people and for the people,'? which suggests that
democracy needs to be at the heart of socialism, but democracy frequently
delivers governments that are far from being socialist, and State social-
ism—as in the Soviet Union and Eastern Europe up to 1989—is not always
very democratic. The purest form of socialism is now usually found only at
local level, in the form of cooperative enterprises that distribute profits to
their workers and customers. Such theoretical socialists as Alex Callinicos
still hope for a broader socialism, based on this cooperative model, in
which ‘the working people of the world would co-operate together, rather
than being chained to warring nation-states’'?; but in practice, if we find
socialism at all at the level of the nation state, we find it in a somewhat
pragmatic form as an essentially free market economy, taxed by a govern-
ment so that it can provide public services,'* and sufficiently regulated by
the State so that

people who cannot contribute fully to social production are still entitled to
share substantially in its wealth ... in which inequalities of ability and dif-
ferences of social function do not crystallise into major and persistent social
inequalities of wealth and power.'*

For socialism, Citizen’s Income represents social provision for universal
needs, leaving differentiated needs to be provided for by individual and
other collective effort; and it also represents a transfer of power from capi-
tal to labour. As Callinicos puts it:



172 M. TORRY

The basis of capital’s power lies ... in its control of production, not in the
financial markets. One of the attractions of the idea that every citizen be
granted as of right a basic income [Citizen’s Income] set, say, at a level that
would allow them to meet their socially recognized subsistence needs, is that
it could help to emancipate workers from the dictatorship of capital. Such a
basic income would radically alter the bargaining power between labour and
capital, since potential workers would now be in a position, if they chose, to
pursue alternatives to paid employment. Moreover, because all citizens would
receive the same basic income (perhaps with adjustments for economic hand-
icaps such as age, disability, and dependent children), its introduction would
be an important step towards establishing equality of access to advantage.'®

In relation to socialism’s expectation that every citizen will contribute
what they can, Pateman suggests that ‘most people do not want to be
idle’,'” so they will reciprocate if given a Citizen’s Income. One of the
important arguments for a Citizen’s Income is that it would remove some
of the disincentives to employment at the same time as causing the quality
of employment to improve so that workers might want it.

Breitenbach et al. argue that a Citizen’s Income would reduce inequal-
ity, end what they call the ‘dull compulsion to labour’, and ‘end once
and for all the pre-eminent place of commodity production under capital-
ism’.'® Citizen’s Income

would be an unconditional regular weekly payment made to all adults. Its
main purpose would be to reduce the extent of reliance on wage labour
as the determinant of individual and household incomes. The existence of
the basic income [Citizen’s Income] would also reduce the proportional
inequality between the highest and the lowest personal and household
incomes since it would represent a higher proportional addition to the funds
available to low-income recipients. The universal basic income would also
perform another important function: it would allow individuals to choose
whether to work or not. Initially, basic income would need to be set at a
level low enough just to allow a bare existence without income from work
for those who wished to live in this way. It seems to us unlikely that many
people would actually choose this as a mode of life except for short periods,
but the fact that it would be possible to live in this fashion would consider-
ably reduce the monitoring, surveillance and enforcement of regulations on
the duty to work that would otherwise be necessary."”

A Citizen’s Income would encourage more people to work for themselves
or in cooperatives, and would provide more people with a genuine choice
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between part-time and full-time paid employment.?’ Because the Citizen’s
Income, along with their proposed supplement for care work, would pro-
vide those caring for others with a reasonable subsistence income, the
‘social economy’ that Breitenbach et al. envisage ‘can provide a new mate-
rial base for genuine equality of life between the sexes’.?! This would be
somewhat different from the capitalist society in which we now live, which
values by payment the production of commodities (including services
bought and sold as commodities) and does not value by payment the care
work that people do for one another.

For Breitenbach et al., as for Callinicos, a Citizen’s Income is not simply
a feasible instrument for promoting a viable socialism under present con-
ditions. They see it as one of a number of proposals that ‘contain within
them a dynamic’ towards a purer socialism in which the Citizen’s Income
will become ‘an equal dividend for all citizens from the wealth they col-

lectively produce’.?

8.2.3 Liberalism

For the liberal, individual freedom is the highest priority. As Samuel Brittan
putsit: ‘Itis individuals who feel, exult, despair and rejoice’, and statements
about group welfare are a shorthand way of referring to such individual
effects.?® The liberal expects the individual to provide for themselves and
those dependent on them, but because ‘there is nothing inherently right
about the pattern of rewards produced by the combination of inheritance
and the market” we need ‘a framework of rules—including, if necessary,
redistributive taxation and transfers—by which a market economy can be
induced to serve broader objectives’.** Society is therefore a combination
of free individuals working together to maintain the conditions for every
individual’s liberty; and similarly, the global family of nations needs to
work together to ensure the maximum freedom of trade between nations.
The problem, though, is that global free trade can create hardship for
individuals, thus rendering them less than free, so

the key problem for European economic and social policy is how to obtain
the benefits of a flexible US style labour market, without US poverty or US
ghettoes.?®

Means-tested benefits are not a solution to poverty because they trap
people in poverty and make the ‘ladder of opportunity’ rather shaky.
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A Citizen’s Income would ameliorate the poverty and unemployment
traps and would therefore encourage people to seek out new economic
opportunities.

It is positively desirable that people should have a means of subsistence inde-
pendent of needs [because this would] separate the libertarian, free choice
aspects of capitalism from the puritan work ethic.?®

Burczak points out that a Citizen’s Income would reduce the worker’s
dependence on their earned income, and so would reduce coercion in the
employment market; and Weber suggests that the bureaucratic welfare
state would be rolled back if'a Citizen’s Income were to be implemented.
Both of these outcomes would increase individual liberty.?”

Brittan sees a Citizen’s Income ‘not as a handout, but as a property
right’, as a ‘return on the national capital’,”® and as a

superior alternative to the minimum wage ... Minimum wages represent just
that kind of interference with markets which does most harm. ... Those most
likely to suffer are just the people whom the proponents of minimum wages
say they most want to help. They include those on the fringes of the labour
market or on the borderline of disablement or other incapacity ... and all the
others who face a choice between low pay and no pay. Minimum wages are a
denial of the human right to sell one’s labour to a willing buyer and to make
one’s own decision about whether or not to take paid work at going rates.”

8.2.4  Social Democracy

Social democracy attempts to combine all of equality, liberty, solidarity,
and autonomy into a single political ideology, and sees democracy as the
appropriate mechanism for creating a just society out of these somewhat
diverse principles. As Tony Fitzpatrick puts it:

Social democracy refers to the attempt to bring capitalist economies under
some form of collective control using statist and gradualist reforms that
work from within the framework of liberal democracy. Describing the aspi-
rations of the Left it has united both socially-minded liberals and liberal-
minded socialists, despite disagreements about the nature, speed and
direction of reform that have often divided these groups. ... [Itis a] synthe-
sis of economic prosperity, political participation, social justice and cultural
maturity.*
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Equality of opportunity is sought so that every individual citizen can expe-
rience ‘reciprocity, responsibility, ambition and achievement’.3! A similar
route to a similar bundle of ideals was recommended by the UK Labour
Party’s 1994 Commission on Social Justice, which suggested that the UK

can be both fairer and more successful: indeed, ... it must be both fair and
more successful if it is to be either ... The foundation of a free society is the
equal worth of all citizens, expressed most basically in political and civil liber-
ties, equal rights before the law, and so on. ... everyone is entitled, as a right
of citizenship, to be able to meet their basic needs for income, shelter and
other necessities. ... self-respect and equal citizenship demand more than the
meeting of basic needs: they demand opportunities and life chances. That is
why we are concerned with the primary distribution of opportunity, as well as
its redistribution. ... to achieve the first three conditions of social justice, we
must recognise that although not all inequalities are unjust ... unjust inequali-
ties should be reduced and where possible eliminated.??

The report goes on to say that economic success requires social justice,
that social justice requires economic success, and that

the case for Citizen’s Income is partly moral and partly economic. The moral
case rests on the principle of social citizenship ... civil and political rights must
go hand in hand with economic and social rights. And just as civil and political
rights belong unconditionally to all citizens as individuals, irrespective of need
or desert, so all citizens have a right to a share in the social and national prod-
uct sufficient to make it possible for them to participate fully in the common
life of society ... the state is no more entitled to say which citizens have a right
to a sufficient share in the common stock to participate fully in the life of the
society than to say which citizens have a right to vote or to a fair trial. And in
modern conditions that principle can be realised more simply and more com-
pletely by a Citizen’s Income than by any other mechanism. The economic
case rests upon the falling demand for unskilled labour. ... a Citizen’s Income
... enables those without saleable skills to take low-paid or casual jobs of some
kind, while at the same time receiving an income large enough to enfranchise
them, without the stigma of a means test.*?

8.3  ARGUMENTS AGAINST CITIZEN’S INCOME

The New Right ideology suggests that if someone is in need, then either
they should get themselves out of their difficulty, or their family, friends,
or neighbours should do so. This means that only a last-resort safety net
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should be provided. Something for nothing could discourage labour mar-
ket activity. This attitude was evident during the Conservative Party con-
ference in 2010 when the Chancellor of the Exchequer announced that
a household containing a higher-rate taxpayer would be deprived of its
Child Benefit. When a television journalist asked members of the audience
what they thought of the idea, they said that the wealthy ‘don’t need it’
and that ‘the money should be targeted on the poor’.

Socialists might think that during the transition to socialism a Citizen’s
Income might depress wages, meaning that capitalist profits might rise
and workers’ share of the product of their labour might be reduced. Esam
et al. suggest that a Citizen’s Income would be a ‘subsidy to wages’ in
this way. They suggest that ‘employers should be compelled to meet the
costs of employing the labour from which they derive a benefit’, without
recognizing that a personal tax allowance also operates as a subsidy to
wages, that existing means-tested in-work benefits function as a subsidy
that increases as wages fall, and that profits to capital have only a par-
tial relationship to wages. But Esam et al.’s major objection to Citizen’s
Income is that to pay a Citizen’s Income would make ‘economic planning’
impossible. They would rather see ‘selective subsidies to those jobs which
met collectively determined needs for employment and for services’. They
do not say why that would be incompatible with turning tax allowances
into a Citizen’s Income. Their final objection is that a Citizen’s Income
would not entirely solve the problem of inequality, which is true, but is
not an argument against Citizen’s Income.?*

Some liberals worry that a Citizen’s Income could compromise an indi-
vidual’s autonomy, could be expensive® (and thus reduce the freedom
experienced by taxpayers), and could be ‘underpinned by a negative image
of humankind as weak, vulnerable and isolated. The basic thrust of this
sentiment is that people cannot cope within the harsh environment of
globalized capitalism without state assistance.”*

The UK’s Labour Party’s rather social democratic Commission on
Social Justice suggests three ‘severe difficulties’ with Citizen’s Income:

A change of this magnitude would have to be backed by a broad-based
consensus, of which there is, as yet, no sign. In a society with a strong
work ethic many people would oppose, as giving ‘something for nothing’,
a scheme deliberately designed to offer unconditional benefits to all ...
although Citizen’s Income is intended to be a means of social inclusion,
it could just as easily become a means of social exclusion’ [ - the report
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cites evidence that an unconditional benefit for young people had reduced
engagement with education or employment]; ... the tax rates that would be
required for funding, and their possible effects.?”

The Commission recommended a reformed social insurance scheme, and
also discussed a Participation Income.*® However, the report also added:

It would be unwise, however, to rule out a move towards Citizen’s Income in
future: if it turns out to be the case that earnings simply cannot provide a stable
income for a growing proportion of people, then the notion of some guaran-
teed income, outside the labour market, could become increasingly attractive.
Work incentives might matter less and those who happened to be in employ-
ment, knowing that they probably would not remain so throughout their
‘working’ lives, might be more willing to finance an unconditional payment.
Our measures would not preclude a move to Citizen’s Income in the future.®

We can conclude from this brief summary of arguments against Citizen’s
Income that the arguments have little to do with the political ideologies
themselves, but are in fact rather generic, that is, common across the ide-
ologies, and driven by a number of deeply embedded presuppositions.

The only objection that is not generic in this sense is Esam et al.’s sug-
gestions that a Citizen’s Income would reduce a government’s ability to
plan the economy and would subsidize employers. In response, means-
tested benefits are dynamic subsidies, in the sense that the subsidy effect
rises as wages fall. A Citizen’s Income would provide a static subsidy,
which would not rise as wages fell. Therefore the subsidy effect would
be reduced. To replace market-skewing means-tested benefits with uni-
versal benefits that would not skew the employment market would make
economic planning less necessary. But of course, there is no reason why
a government should not plan the economy in the context of a Citizen’s
Income. Similarly, a National Minimum Wage is sometimes offered as an
alternative to Citizen’s Income in an ‘either/or’ fashion.* There is no rea-
son why a National Minimum Wage should not be implemented alongside
a Citizen’s Income. They would work very happily together. In the same
way, Mitchell and Watts suggest that a government job guarantee scheme
would be preferable to a Citizen’s Income.*! There are arguments both
for and against a job guarantee (for, in terms of providing everyone with
purposeful activity; against, in relation to the difficulties of supervising
and administering such schemes, and the ways in which they can displace
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employment market jobs) but that is not a discussion that we need to have
here. Here what needs to be said is that a job guarantee and a Citizen’s
Income are not mutually exclusive options. They would function perfectly
happily together.

8.4 COALITION- BUILDING

De Wispelaere and Noguera rightly suggest that what is required is an
enduring coalition of support for Citizen’s Income across a variety of sig-
nificant political actors. The important word here is ‘significant’:

Not all instances of expressed support for a policy imply a sustained commit-
ment to promoting this policy. It is one thing for a social or political agent
to vocally express a preference in favour of basic income [ Citizen’s Income],
quite a different matter to actively canvass support amongst constituents,
party members, or like-minded associations and groups; build a shared plat-
form across political factions; utilize scarce political resources (money, time,
and above all political capital) to further the cause; bargain and possibly
compromise on other political goals; and so on. Expressed support without
either the commitment or the capacity to engage in the necessary political
action to build a sustainable coalition around the policy of granting each
citizen an unconditional basic income is ‘cheap’: it seems of little practical
worth to basic income advocates.*?

De Wispelaere and Noguera are particularly wary of the support for
Citizen’s Income expressed by Green politicians and parties.** Green
parties rarely find themselves with responsibility for implementing policy
ideas, and, when they do, usually in a coalition with other parties, any
previous commitment to Citizen’s Income can be dislodged by other
more immediate policy imperatives.** As De Wispelaere and Noguera
point out, some kinds of support for Citizen’s Income in minority parties
can actually be detrimental to the cause, because if a minority party sup-
ports a policy, then a more influential party might explicitly condemn it as
wrong or impractical in order to distance itself from the minority party.*®
If a centre-right party were to espouse Citizen’s Income, then a centre-
left party might condemn the policy for giving money to the rich (even
though Citizen’s Income schemes can easily be designed that would both
reduce poverty and increase equality*®); and if a centre-left party were to
espouse Citizen’s Income, then a centre-right party might suggest that it
would stop people from working (whereas the opposite would be true*’).
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This all leaves us in a rather unusual situation. Every mainstream politi-
cal ideology, and anyone who espouses any one of the mainstream politi-
cal ideologies, can in principle support Citizen’s Income, not simply as a
pragmatic choice (‘it can’t be worse than what we’ve got now’) but as a
choice positively related to any and every mainstream political ideology.
Anyone who espouses a mainstream political ideology can of course offer
arguments against Citizen’s Income, but those arguments will stem from
(a) deeply held generic presuppositions, and not their political ideology,
and (b) a desire to distance themselves from minority parties that have
espoused Citizen’s Income and might pose an electoral threat.

Given this situation, how can legislators in mainstream political parties
be persuaded to support the implementation of Citizen’s Income?

An education programme is clearly required that would (a) educate
every member of parliament in the connections between Citizen’s Income
and their own political ideology; (b) disprove arguments against Citizen’s
Income, and particularly any that look as if they might relate to a main-
stream political ideology; and (¢) ignore any support for Citizen’s Income
given by a minority party, unless that party’s electoral success might be
electorally helpful to the party of the legislator being educated. Where
a country’s benefits system is becoming a matter of general concern to
members of all parties, then Citizen’s Income’s administrative feasibility
and advantages—which would not normally be a party political issue—
should be at the forefront of any educational exercise.

We shall be studying the policy process in detail in the next chapter, but
it ought to be stated here that the character of the educational exercise
required suggests that think tanks might be particularly significant, par-
ticularly if think tanks attached to different political parties find that they
can work together on Citizen’s Income.

As well as widespread education, also required will be a coalition-
building strategy that largely ignores minority political parties and works
hard to gain support in mainstream parties. However, one institution
that the strategy will also need to include will be trades unions. Citizen’s
Income would facilitate a more flexible employment market, which might
not be good for trade union members; it might enable employees to pursue
self-employment as a viable option, thus reducing trade union member-
ship; and it would provide a secure income for every trade union mem-
ber, which would leave trades unions negotiating over smaller proportions
of workers’ subsistence incomes, and so would reduce the control that
trades unions possess over their members.*® However, Citizen’s Income
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would be good for trades unions’ members because it would provide a
secure income floor and would therefore improve workers’ negotiating
positions*; it would give expression to the socialist convictions of many
trades unionists; and by increasing the viability of part-time employment,
it might bring more people into formal employment and so might increase
trade union membership. It is perhaps no surprise that trades unions differ
in their attitudes to Citizen’s Income.*”

A slow and patient educational process will clearly be needed to educate
trade union officers and members in the advantages of Citizen’s Income;
and in general, a slow and patient process will be required in relation to
all of the political actors that we have discussed in this chapter. The care-
ful choosing of parties and party members to educate might at first sight
look like a slower process than seeking political support wherever it can be
found, but it could be more effective, and in the end, it could be quicker.®!

8.5 CAsE STUDIES: PoLrTicAL IDEOLOGIES IN THE UK

8.5.1 Omne Nation Conservatism

During the 1970s, before neoliberal economics took centre stage in the
UK’s Conservative Party, a significant section of the party identified with
a ‘one nation’ political ideology: the idea that our evolved social structures
are stable and valuable, that our differentiated meritocracy works to the
benefit of all in society, that those with better life chances have obligations
towards those without them, and that a government’s task is to fashion
society in such a way that everyone has the opportunity to reach their full
potential.

A Citizen’s Income would signify that we all have a place in society,
and it would also enable those better endowed to make the most of their
privilege so that all could benefit from their success.

Two ‘One Nation” Conservative MPs were at the heart of the Citizen’s
Income debate between the 1970s and 1980s: Brandon Rhys Williams,
and David Howells:

There is a strong emphasis in policy today on the need for what in the jargon
is called ‘targeting’ of state resources on the most needy. This is a popu-
lar approach which at first glance seems to make eminent good sense. Yet
beneath the surface of this apparently attractive proposition lurks a fright-
ening void — which we call the poverty trap. The more you relate benefits
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to some measure of means (and also, the lower down the income scale you
take income taxation), the greater the deterrent to benefit recipients to
lift their earnings. ... Here, in the impenetrably complex brew of benefits,
thresholds, tax allowances, penalties and disregards, we have the makings of
that strange paradox whereby unemployment and labour shortage co-exist,
where saving makes you poorer, where a subculture of benefit dependency
flourishes. [The solution is] a partial basic income [Citizen’s Income] pay-
ment for all. (David Howells)™>

Brandon Rhys Williams’ Citizen’s Income proposal was a direct descen-
dent of his mother Juliet Rhys Williams’ similar scheme designed in oppo-
sition to Beveridge’s proposals, which she believed to be a ‘serious attack
upon the will to work ... not only will the idle get as much from the State
as will the industrious workers, they will get a great deal more’.>3 Her son
Brandon also believed that the inevitable consequence of targeting was
‘pauperisation’.®* He saw a Citizen’s Income

as the basis of a Europe-wide process of reform, underpinning the growth
of the great Single Market. Above all, he saw it as a translucent process
which people would genuinely understand, as against the murky pattern of
today.®

It would encourage

thrift, saving and small-scale capital ownership to spread and deepen, so as
to create a genuine capital-owning democracy and the ‘share economy’ —
the modern version of One Nation.*®

It would redistribute income—

something that people [ must] accept because it gives expression to the type
of society in which they wish to live®’;

and it would set people free.

We need liberation for the millions held in dependency on state benefits to
take work without committing a crime; liberation for savers to accumulate
fortunes and put them to work fruitfully, without the risk of confiscatory
taxation; liberation of women, so that they become wholly equal citizens,
whether single or married; and liberation for employers from needless,
costly paperwork.
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Brandon Rhys Williams compared Citizen’s Income to Child Benefit,
which

is one of the easiest benefits to administer, and take-up is almost 100 per
cent ... it is far, far too low. ... Child benefit helps all families equally. My
answer to those who attack it on the grounds that rich families do not need
it, is to say that child benefit does not belong either to the father or to the
mother, but is the start of a life-long relationship of obligation and entitle-
ment between the child as junior citizen and the community.*’

A Citizen’s Income is

about changing attitudes all the way down the income distribution instead
of just at the top. For there is no reason to suppose that people on low
incomes react differently to increased economic incentives than people who
are rich.®

8.5.2  The Green Party!

In a context of limited resources, permanent GDP growth is impossible,
and to attempt it will be to impoverish future generations. An ‘ecowelfare’
position recognizes that members of future generations have rights, and
that care work and sustainability will be the marks of an ecologically sus-
tainable future society.> A post-productivist position of this kind will need
to disconnect subsistence income from production, and will also need to
establish an element of income equality and security in order to generate
equality of opportunity. A Citizen’s Income is thus a natural fit, especially
as it would recognize the value of care work and work directed towards
sustainability, and would encourage the risk-taking attitude that we shall
need in a post-productivist economy.®

In March 2014, at its Spring Conference, the Green Party of England
and Wales voted to include a Citizen’s Income in its manifesto for the
forthcoming General Election. Few details were given during the period
leading up to the election in May 2015, but the fact that the Green Party
had said that it wanted to see a Citizen’s Income of £72 per week, and that
it wanted to abolish means-tested benefits, suggested that their scheme
mirrored the Citizen Income Trust’s illustrative scheme that the Work and
Pensions Select Committee published as evidence in 2006 and that the
Trust then published in 2007 and updated in 2013.%* There would be no
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problem with affording this scheme, as the abolition of personal tax allow-
ances, the abolition of means-tested benefits, and the restriction of pen-
sion contribution tax relief to the basic rate, would save enough money
to pay for the whole of the UK population’s Citizen’s Incomes, but there
would be a problem. A working paper published by the Institute for Social
and Economic Research in September 2014 had shown that the scheme
would generate significant losses for some low-earning houscholds,® for
whom their Citizen’s Incomes would more than replace the value of their
lost personal tax allowances, but would not replace the whole of their
abolished Working Tax Credits. Because the Citizen’s Income would
never be withdrawn, additional earnings would produce more additional
disposable income than additional earnings can produce in the context of
means-tested benefits, so households suffering small losses at the point of
implementation of a Citizen’s Income would be able to make them up
quite easily by earning a little more; but this was clearly not a total solu-
tion, so more work was required.

The immediate cause of the controversy that erupted before the General
Election was Andrew Neil’s television interview with Natalie Bennett, the
Leader of the Green Party.®® Neil asked a lot of questions about the fund-
ing of the Citizen’s Income, the Green Party had not published the detail
of'its funding proposals, and Bennett was left floundering.

The Guardiaw’s Political Editor, Patrick Wintour, then read the
Citizen’s Income Trust’s website, telephoned me for a discussion, and
wrote an article that said that the Citizen’s Income Trust had said that
the Green Party’s Citizen’s Income scheme would impose losses on low-
income families.®” We had not said that—in fact, we had never commented
on the Green Party’s scheme, except to note that they intended to develop
one for their manifesto, and that they had not published the details; but
by noticing the similarities between our illustrative scheme and what the
Green Party had so far said about theirs, and by reading the research results
relating to household losses at the point of implementation, Wintour had
drawn his own perfectly correct conclusion and published it as if it was
ours. What he did not emphasize, which he might have done, is that we
had proved that it is perfectly feasible to implement a genuine Citizen’s
Income of £72 a week without imposing losses on low-income households
if means-tested benefits are retained and households’ Citizen’s Incomes
are taken into account when their means-tested benefits are calculated.®

The controversy was excellent publicity for Citizen’s Income, but the
question that De Wispelaere and Noguera would quite properly ask is
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this: Does the Green Party’s support for Citizen’s Income, and the sub-
sequent controversy, make it more or less difficult for mainstream parties
to espouse the idea?

8.5.3  Redistribution

When in 1982 Brandon Rhys Williams MP was asked by the Chair of
a parliamentary committee: ‘I wonder what degree of redistribution of
resources there would be, or is that one of the matters that could be flex-
ible within the system?” He quite correctly responded:

This is optional. This is why I have not put figures in my paper because you
could make the scheme do what you liked. If you want to help people on
low wages or low incomes you can tilt the tax and benefit structure in such
a way that it is redistributive in certain directions.®”

Take, for instance, scheme B that we outlined in Chap. 3. On average,
it would deliver a modest redistribution from rich to poor, as shown in
Fig. 8.1.7071

% increase in disposable income on the
implementation of scheme B by disposable
income decile

% increase

Disposable income decile

Fig. 8.1 DPercent increase in disposable income on the implementation of scheme
B by disposable income decile (Source: Malcolm Torry (2015) Two feasible ways to
implement a revenue neutral Citizen’s Income scheme, Institute for Social and
Economic Research Working Paper EM6,/15 (Colchester: Institute for Social and
Economic Research, University of Essex), www.iser.essex.ac.uk /research /publica-
tions/working-papers/euromod,/em6-15, p. 7.)


http://dx.doi.org/10.1057/978-1-137-53078-3_3

IS A CITIZEN’S INCOME POLITICALLY FEASIBLE: 185

Two statistics represent the effects of this scheme:

e The Gini coefficient for disposable income would be reduced from
0.3 to 0.28, representing a reduction in inequality.

¢ In relation to the income component of poverty, the number of chil-
dren in poverty”> would be reduced from 12.16% to 9.19 %, that is,
by nearly a quarter.

8.5.4 A Long-Term Aim

As we discovered in Chaps. 3 and 4, scheme B would be both fiscally fea-
sible and household financially feasible, and as we pointed out in Chap 6,
it would be easy to implement. Scheme C would be rather different.
Its more ambitious Citizen’s Income rates, based on Minimum Income
Standards, and the far higher Income Tax rates required, would suggest an
evolutionary approach. However, if ever scheme C were to become attain-
able, it would have some significantly positive effects.

e The Gini coefficient for disposable income would be reduced from
0.3 to 0.2, representing a substantial reduction in inequality.

¢ In relation to the income component of poverty, the number of chil-
dren in poverty would be reduced from 12.16% to 1.60 %, that is, it
would almost eliminate child poverty.

Redistribution would be largely towards the middle range of incomes,
as shown in Fig. 8.2, which could be politically acceptable—although
a reduction of 20% in the disposable incomes of the highest disposable
income decile might be contentious for some.

Once a scheme such as scheme B had been implemented, it would be
a political decision as to whether Citizen’s Income rates should be slowly
raised in the direction of the Minimum Income Standards, and Income
Tax rates raised accordingly. A slow transition would enable disposable
income losses to be minimal within any one tax year. Scheme C might at the
moment appear to be an unattainable dream, but it might not stay that way.

8.6 CONCLUSION

Between September 1986 and August 1987, Peter Taylor-Gooby inter-
viewed 101 MPs, and discovered that nearly three-fifths of Conservative
MPs wanted Child Benefit to be kept as a universal benefit, and that
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Fig. 8.2 Percent increase in disposable income on the implementation of scheme
C by disposable income decile (Source: Malcolm Torry (2015) Two feasible ways to
implement a revenue neutral Citizen’s Income scheme, Institute for Social and
Economic Research Working Paper EM6,/15 (Colchester: Institute for Social and
Economic Research, University of Essex), www.iser.essex.ac.uk /research/publica-
tions/working-papers/curomod,/em6-15, p. 8.)

Labour MPs were ‘strongly opposed to the extension of means-tested
benefits, and want universal Child Benefit to stay’.”® He concluded
that MPs would resist a government wishing to cut the value of Child
Benefit.

In 2004, the Citizen’s Income Trust distributed a questionnaire to
all MPs. Seventy-one completed questionnaires and eleven letters were
returned. The level of support for a Citizen’s Income was considerable.
Forty-one respondents were in favour, and only eleven against; and of
particular interest was the level of support for a Royal Commission: forty-
six in favour, and only sixteen against. (Sir Patrick Cormack MP, one of
the respondents, commented in his letter: ‘I have long advocated a Royal
Commission to look at the Welfare State fifty years on.”)

Then in 2007, the Trust distributed a questionnaire to every member
of the House of Lords. A total of 134 responses were received. Again the
level of support for a Citizen’s Income was considerable: seventy-three
respondents were in favour and only fourteen against. And this time,
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support for a Royal Commission on income maintenance was even higher:
cighty-three in favour, and only twenty-seven against.”*

All of this was before the financial crisis of 2008, in the context of
which objections to attacks on the level of Child Benefit and on its uni-
versality have been muted; but even though its value is now withdrawn
through the tax system from households that include a higher-rate tax-
payer, it remains universal. There is no reason to think that support for
Citizen’s Income has declined; although it has to be said that although a
substantial proportion of those who returned their questionnaires liked
the idea, that was still a small proportion of the House of Commons and
the House of Lords.

The question remains: How is a certain level of support for an exten-
sion of universal benefits to be turned into something effective? Is ticking
a box on a questionnaire the kind of cheap support that De Wispelaere and
Noguera were warning about?”?

The fact that every mainstream ideology can generate arguments for
a Citizen’s Income, that the positive arguments are closely related to the
core positions of the ideologies, that supporters of all of these ideologies
have in fact generated positive arguments, and that among the members
of the UK’s political parties we can find supporters of Citizen’s Income”®
will be of little use if expressions of interest cannot be turned into practi-
cal political action. The fact that the same arguments against a Citizen’s
Income are expressed by individuals attached to all of the mainstream
political ideologies suggests that arguments against are not closely related
to the core positions of mainstream political ideologies, and that argu-
ments against a Citizen’s Income are psychological rather than political.
This might suggest that political feasibility would be relatively easy to
achieve if psychological feasibility had already been achieved; but again,
genuine political feasibility means a sufficient number of significant politi-
cal players putting in hard political work on behalf of Citizen’s Income.
No doubt an achieved psychological feasibility would facilitate such politi-
cal work, but it would not be enough to generate it on its own.

So yet again we find ourselves up against the usual presuppositions—
‘A Citizen’s Income would be too expensive’, ‘We should not pay people
to do nothing’, ‘Rich people do not need it’, and ‘A Citizen’s Income
would discourage people from seeking employment””’—and up against
the requirement for multiple personal conversions, not just conversions to
believing a Citizen’s Income to be a useful reform option, but conversions
that result in political action.
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CHAPTER 9

Is a Citizen’s Income Policy
Process Feasible?

9.1 INTRODUCTION

This chapter tackles the second part of what De Wispelaere and Noguera
describe as ‘strategic feasibility’: ‘political entrepreneurs engaging in all
sorts of strategic interventions to build a political coalition enabling the
legislation and subsequent implementation of a policy proposal’.! By ‘pol-
icy process feasibility’ I mean the feasibility of Citizen’s Income travelling
from idea to implementation through the institutions and individuals that
together make up the policy process.

As in Chap. 8, we have a problem: The policy process is always highly
country-specific. In particular, policy networks function in very different
ways in different national contexts.? The main body of this chapter will
therefore have to be in the most general of terms, leaving the reader to
work out how Citizen’s Income would relate to the political ideologies
and the policy process in their own context. The case studies will study the
ways in which various policies either have or have not managed to negoti-
ate their way from idea to implementation in the UK.

A further problem is that the policy process is highly diffused and
has very fuzzy boundaries. The media, the general public, and all man-
ner of institutions have roles to play as an idea travels through the
process, so policy process feasibility is rarely simply that. Psychological

Some of the material in this chapter first appeared in a paper given at the BIEN
Congress in June 2014 at Montreal.
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feasibility, financial feasibilities, administrative feasibility, and behav-
ioural feasibility are constantly at issue as policy-making institutions
and individuals make decisions about whether and how to let policy
ideas through the system, so in places, this chapter will return to mate-
rial that we have discussed in previous chapters, and it will also be lon-
ger than the other chapters.

The “policy process’ is a complex network of policy networks and com-
munities,® think tanks and other institutional players, the government,
Parliament, the civil service, and trades unions, and such self-interested
players as computer manufacturers and software writers. A further com-
plexity is that each institutional player is a ferment of informal structures
alongside their stated formal structures,* that the informal structures in
particular change as people come and go,’ and that growing numbers of
political advisors and of civil service appointments from outside the civil
service increasingly blur the boundaries between the civil service and other
elements of the policy process.® Yet another complexity is that as policies
travel through the system, they change it, and at the same time, other poli-
cies travelling through the policy-making institutions are changing them.
The system is highly dynamic, making prediction difficult in the extreme.
As Morgol puts it in terms of complexity theory:

public policy is an emergent, self-organizational, and dynamic complex sys-
tem. The relations among the actors of this complex system are nonlinear
and its relations with its elements and with other systems are coevolutionary.”

It is because of these characteristics of the field that innovation can occur,®
but these characteristics also mean that policy-making is likely to be evo-
lutionary or incremental. It is easier to make small changes to what exists
than to attempt to change what is. The result is path dependency, which
means that policy areas, such as benefits policy, find themselves on a path,
and that that path is the strongest determinant of any future direction.
The outcome is second-best, suboptimal solutions to problems rather
than optimal ones.’

All of this makes it sound as if it would be impossible for any social policy
proposals ever to get from idea to implementation, but sometimes a new pol-
icy is implemented, so one of the tasks of this chapter will be to work out the
factors that might determine success or failure. Another will be to ask whether
one implementation proposal rather than another might help a policy pro-
posal, and in particular Citizen’s Income, to get from idea to implementation.
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9.2  THE PoLicy PrROCESS

I shall take as my guide Michael Hill’s The Public Policy Process'®:

The policy process is a complex and multi-layered one. It is ... a complex
political process in which there are many actors: politicians, pressure groups,
civil servants, publicly employed professionals, and even sometimes those
who see themselves as the passive recipients of policy.'!

A first step in understanding the policy process in relation to a particular
policy proposal is to ask about the geographical location of relevant fac-
tors.!? For instance, are global factors significant, or do we only need to
take account of factors relating to the social and economic environment of
the UK (which are, of course, influenced by global factors): To take a dif-
ferent policy proposal: A “Tobin’ tax on currency transactions'® might be
feasible at a very low level in an individual country, but the fact that bank-
ing is a global industry, and that currency exchange can occur in numer-
ous financial centres around the world, mean that a Tobin tax in one
country at a level that might discourage banks from undertaking currency
exchanges in that country would not be feasible. In the case of a Citizen’s
Income, it might be thought that a relevant geographical factor would be
the free movement of labour in Europe. Would a Citizen’s Income in one
country encourage higher levels of inward migration? The answer to this
question is probably ‘no’ unless the Citizen’s Income were to be set at
a level higher than current means-tested and universal benefits. The UK
already has an unconditional and nonwithdrawable Child Benefit, payable
to anyone with the care of children if they ordinarily reside in the UK, they
have a right to be there, and they are physically present in the country.'*
Child Benefit is rarely accused of fuelling inward migration. More gener-
ally, a Citizen’s Income at a level not above that of existing benefits would
provide no additional incentive to migrate to the UK, and the same would
presumably apply in relation to other countries. This means that while it
might have looked as if the social and economic environments in coun-
tries other than the one in which a Citizen’s Income is to be implemented
might be relevant factors, they might not be, and we can concentrate on
institutions and processes within a single country.

Crucial to the policy process are the institutions for which ideas and evi-
dence are inputs, and legislation and implementation are outputs. In the
case of the UK, in the field of social security benefits, this means ministers,
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government departments, and Parliament; and in the case of other coun-
tries, the institutions in which law-making occurs. Quite often, any one
part of a law-making system can block or delay policy change, and all
of the parts have to cooperate to enable change to occur.’® Also essen-
tial to the policy process will be a policy community or policy network
concerned about a particular issue, or perhaps about a variety of issues.
Such networks (interorganizational connections'® around which informa-
tion passes)!” will often be complex, with some members more concerned
about one aspect of an issue, and some more concerned about another,
and they will overlap with other networks and communities.'® In relation
to Citizen’s Income, networks concerned with poverty alleviation, poverty
abolition, employment incentives, individual freedom, and the voluntary
sector will all be relevant, as will be the already quite well-developed net-
work gathered around the idea of a Citizen’s Income.

Hodge and Lowe define a ‘policy community’ more narrowly as a pol-
icy network with a tight-knit group of professionals at its core, and sug-
gest that it can be more effective than an ‘issue network’ without such a
stabilizing element. The example that they offer is that the social work
field (with social workers at its core) and the healthcare field (with medical
professionals at its core) have managed to exert more control over chang-
ing information and communication technology in their fields than has
proved possible in the social security field, in which neither practitioners
nor claimants have had much influence over the changes in technology
imposed on the system. Hodge and Lowe suggest that in general there has
been more change in fields with issue networks than in fields with policy
communities.’” This might be true in some areas, such as information
and communication technology, but it has surely not been true in rela-
tion to the overall structure of provision. In relation to detail, the social
security field has seen frequent changes, but it is still operating within the
framework established by the Beveridge Report in 1942, whereas social
work and healthcare might have seen less change in relation to detail,
but they have seen multiple changes in structure. To return to Beveridge:
he functioned as the professional core of a policy community, and the
result was substantial change (for instance, the implementation of Family
Allowances).?°

But however effective policy networks might be, however well organized
they might be,?! and however adequate the general public’s understanding
and approval of a policy proposal might be, only if the government, leg-
islators, and relevant public servants®? (the “élite’?* members of the policy
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network) line up to create the necessary change will the policy change
occur.?* In particular, relevant government departments will need to line
up with each other and with other parts of the policy network.? If they do
all line up behind the proposal, then members of the policy network will
exchange research and other resources with each other in order to achieve
policy implementation. If they do not all line up, then even the best orga-
nized policy community will revert to being a powerless network.?®

As Hill suggests, institutions relate to institutions, which means that
as well as individual proponents of a policy change relating to individuals
within the system, it is important that institutions within the policy net-
works and communities attached to a policy proposal should relate to other
institutions.?” Think tanks are important because they are institutions that
can relate to institutions®® (often by individuals moving between think
tanks, legislatures, and government departments).”” Important to both
individual and institutional relationships with a country’s government,
civil service, and legislative assembly will be a recognition that every actor
in the system is to some extent self-interested. Each member of a parlia-
ment, each minister, and each civil servant will to some extent be influ-
enced by their own interests; and if supporting a proposal would be clearly
against their own interests, then they would be unlikely to support it. So,
for instance, civil servants would be unlikely to support proposals that
might reduce the size of their departments.*® They might also be some-
what unenthusiastic about a policy change that might be impossible to
implement. Successful implementation of a policy can enhance a civil ser-
vice career, but impending implementation failure will lead to capable civil
servants seeking transfers from the department or section involved, for
obvious reasons. Another consequence of the necessarily self-interested
nature of political actors is that if a think tank that provides civil servants,
government ministers, and legislators with information that is useful to
them in the context of their existing interests, then a relationship will be
created across which can flow information about reform options in which
they might become interested.?!

What we have said so far about the policy process makes it look as if
it might be orderly and rational, but that is generally far from the truth.
Hill describes the policy environment as like a soup within which prob-
lems (which are socially constructed®?), policy options (again socially con-
structed), and political factors* (constantly influenced by societal pressures)
swirl in unpredictable ways. A particularly important political factor is the
number of government departments involved. If; as in the UK, more than
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one government department is involved in benefits policy, then ministers will
follow the prevailing views within their departments, simply because that is
the easiest thing to do. The shifting balance of power between the depart-
ments will then be an important impediment to rational decision-making.**
Further factors that compromise the rationality of decision-making are that
government departments are constituted as much by informal structures as
by formal ones, and that bureaucrats are to some extent professionalized
and can therefore maintain considerable areas of freedom for themselves.*
Gordon, Lewis, and Young go even further:

The powerful survival of the ‘rational system’ model is surprising given that
its assumptions have been undermined by empirical studies of the policy
process ... policy-making systems approximate more closely to the ‘political
model’.3

It might occasionally be true that, as Majone suggests,

people in government achieve their goals by adopting those programs which
please voters most, just as entrepreneurs make profits by producing things
people want,?”

but there will be numerous occasions on which government ministers will
follow their prejudices rather than attempt to understand what members
of the public might think about proposed changes. NHS reform in the
UK is a classic case of health ministers taking little notice of either the
general public or health service employees.

If either public opinion or government ministers’ prejudices are the driv-
ing force for change, then it might appear that think tanks would be irrel-
evant, but this might not be the case. While it is difficult to assess their
influence,® it might not be marginal because think tanks fulfil a number of
useful functions within the policy-making process. Those affiliated to politi-
cal parties, either formally or informally, enable those parties to undertake
research, hold internal debates, and, sometimes, reach a new consensus,*
out of the glare of the media, which is usually all too ready to describe
debate as division and the discussion of options as U-turns. The political
process finds it difficult to debate and communicate complexity, and gov-
ernment ministers often do not have the time to do so,* whereas think
tanks can do that.*! The problem for think tanks is that they tend to work
with a rational model of the policy process, and generally with a ‘problem,



IS A CITIZEN’S INCOME POLICY PROCESS FEASIBLE: 201

solution, implementation” model; but, as we have seen, policy-making in
the real world is rarely that tidy, and however rational a think tank’s propos-
als, they will remain simply good ideas unless the government of the day can
see implementation as advantageous to itself, and getting the idea to imple-
mentation as relatively easy.*? It is all very well asking to test a policy option
such as Citizen’s Income against the ‘do nothing’ option, or against other
possible options, but that is not how the real world works.*?

Policy change is generally incremental because that is the only kind
that looks feasible within such a complex environment**; because we think
that we understand the status quo*®; because incremental change enables
learning and useful adaptation to occur*; because evidence can only be
collected from existing systems; because it is often easier to implement
changes to existing systems than to build entirely new systems*’; because
small incremental changes are generally easier for the different parties
within a policy network to understand than major system changes; and
because political pressures in a variety of directions will often only allow
minor policy changes, and will frequently result in a pendulum effect: for
instance, between means-testing and universality.** Another reason for
change generally being incremental in countries with permanent civil ser-
vices, like the UK is that civil servants have to serve consecutive ministers
with often very different ideological positions, and seeking consensus is
the most likely way to avoid turbulence as governments change.*’ (Civil
servants achieve the control that they do because ministers have little time
available and must therefore rely on civil servants to give regulatory and
legislative effect to their ideas.) The media,*® which is an important and
influential component of any policy network, will often not be capable of
expressing simply and accurately the smallest policy changes, and nor will
public opinion be capable of relating to them,® so the media is highly
unlikely to be capable of expressing accurately the reasons for major sys-
tems changes; so again, consensus and incremental change will be the saf-
est option. The result is ‘satisficing’: Only a limited number of options are
studied, all of them are close to the current system, and genuine system
change is off the agenda.>?

The policy process is often described as a series of steps, for instance:

Precise definition of policy objectives;
Instruments chosen;

Implementation arrangements formulated;
Rules for implementation.®?

il el A
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whereas in practice ‘policy formulation is a piecemeal activity’® within
which the different theoretical steps merge into each other.®® Take the
example of changes to a benefits system. Theoretically, a government min-
ister will take to the legislative assembly a piece of legislation prepared by
civil servants according to instructions given by the minister; the parlia-
ment will pass the legislation; and the new policy will then be implemented
by civil servants. However, things are rarely as simple as that. For instance,
if new computer software is required to implement the benefits changes,
then the computer company writing the software will be an interested
party, will attempt to influence both the policy and its regulations, and will
often succeed in doing so because their statement that computerization
would be cheaper or easier if changes were made, or that computeriza-
tion would be impossible if changes were not made, would be difficult to
contradict. The computer company possesses ‘expert power’ in the situa-
tion,® even if it is not very expert.

When it comes to the implementation of a new policy, the situa-
tion is equally complex, and precisely how the policy is implemented
will depend on the characteristics of the policy, on any accompanying
regulations, and on the organizations involved in implementation: the
relationships between them; their feedback to ministers, parliament,
and the civil service; and the ways in which their staff (functioning as
‘street-level bureaucrats’®”) implement the policy and exercise discretion
in relation to regulations. A further factor will be public response to
implementation.®®

We can draw some initial conclusions in relation to the policy process
feasibility of a Citizen’s Income:

e Institutional representation of the policy idea is essential: that
is, broadly based think tanks and academic departments actively
involved in research, dissemination and education, and perhaps also
well-resourced national and regional Citizen’s Income organizations
functioning as pressure groups®’;

¢ A policy network or community is required in which institutions and
individuals representing the media, community groups, academia,
political parties, think tanks, trades unions, employers’ organiza-
tions, and generally as wide a range of interests as possible relate well
to each other, relate consistently to the issues of poverty, the poverty
trap, and a Citizen’s Income, and together relate to parliament, the
government, and the civil service;
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e An important task will be to prepare draft legislation, regulations,
and implementation strategies, because these will make it clear that
some of the complexities related to other policy options would not
apply to a Citizen’s Income—and, in particular, that computerization
would be simple, that institutional arrangements for implementation
would be radically simple, and that there would be no street-level
bureaucrats to worry about®;

e Implementation of a Citizen’s Income would probably work best if it
was incremental: perhaps implementation one demographic group at
a time rather than as a single project for the entire age range (and the
existence of pilot projects of some kind will be useful to represent the
incremental and proven nature of the change envisaged)®!;

e Careful study of current government priorities will be required
throughout the process. Current themes of the UK’s government
are the disaggregation of the public sector (which suggests that the
Citizen’s Incomes should be managed by a separate agency), explicit
standards, output controls, and discipline and parsimony in relation
to resources (all easy to achieve with a Citizen’s Income)®?;

e Equally important will be an understanding of where a government
is open to contributions from pressure groups, and where it is not®?;
and, more generally, where influence might be possible in the rel-
evant policy-making systems®;

e The proposal will need to be seen to address problems recognized as
serious, such as poverty, and the poverty trap;

e The proposal will need to garner government, parliamentary, and
civil service support, and this will require public understanding and
support—so psychological feasibility will have to have been achieved®®;

¢ Implementation will need to be, and be seen to be, administratively
feasible, both in relation to transition and in relation to ongoing
administration;

¢ The media will need to be actively involved in the policy network, and
both this and public understanding will depend on clearly deserving
social groups benefiting from the proposed change or changes—
which is again an argument for incremental implementation.

Throughout, a tactic that often afflicts the policy process will need to
be rejected, and that is compromise.®® Any compromise over the char-
acteristics of unconditional and nonwithdrawable benefits—for instance,
by applying conditions of any kind to their receipt—would destroy the
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policy proposal, would not deliver the benefits that an unconditional and
nonwithdrawable benefit would offer, and would make it more difficult
to establish an unconditional and nonwithdrawable benefit for the next
demographic group. Commitment to unconditionality and nonwithdraw-
ability by individual and institutional members of relevant policy networks
and communities, and their carefully and consistently expressed arguments
for these characteristics, will be essential.

Are we asking too much here? We are asking for a rational policy-
making process, whereas much of this chapter has suggested that the
real policy-making world is political rather than rational, and creates
change incrementally and piecemeal. We shall of course to some extent
have to conform to the way the world is, and will therefore have to pro-
pose a piecemeal and incremental approach to the implementation of
Citizen’s Income, but at the same time we must continue to emphasize
the rationality of Citizen’s Income. It might be true, as Robert Gregory
suggests, that

formal techniques of analysis and theory-building—no matter how
desirable—are inevitably mediated by processes of political interaction,
and are no substitute for them®’:

but it will also be true that formal techniques of analysis and theory-
building will be contributing to the policy process. As Smith and Day
put it, the policy process has an obligation to retain at least an element of
rationality:

Although the costs of rational decision-making are high, the costs of failing
to explore radical alternatives to existing policies may be even higher.®®

9.3 CasEe Stupy: Poricy CHANGE IN THE UK

The purpose of this case study is to answer the question: What are the
factors that in practice determine political decisions made about the UK’s
income maintenance system (understood as encompassing earned income,
investment income, social security benefits, and taxation)?* To answer
that question might enable us to answer another: Is it possible to evaluate
the policy process feasibility of reform options for the income maintenance
system that have not so far been implemented?
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Study of a number of proposals for reforming the income maintenance
system—both those that have succeeded, and those that have failed—
should enable us to list the factors that might facilitate a policy’s successful
negotiation of the policy process. We shall then attempt to draw conclu-
sions relating to the policy process feasibility of the National Minimum
Wage (NMW) becoming a National Living Wage (NLW) (defined as a
wage ‘explicitly tied to the purchasing power deemed necessary ... to pro-
vide workers and their families with a basic but acceptable standard of liv-
ing rather than estimates of what the market can bear without impacting
on employment™?), and of a Citizen’s Income.

9.3.1 Histories and Charactevistics

In Chap. 1, I gave brief accounts of policy proposals in the UK, some of
which were implemented, and some of which were not. My initial conclu-
sion was that the proposals that were implemented were developments of
existing provisions; there was some public understanding and approval of
the proposals; they were for identifiable groups of deserving individuals
(and where they were not, they imposed harsh conditions and sanctions);
and each change required additional public servants.

Here I offer a more detailed discussion of a longer list of proposals—
including the NMW and the current Living Wage campaign—in order to
test that initial conclusion and to draw further conclusions.

9.3.2  Family Allowance

By the beginning of the Second World War, the payment of an allowance
to mothers to help them to care for their children was not a new idea.
During the First World War, child allowances had been paid to mothers
of soldiers at the front; and child allowances were being paid in addition
to wages at the London School of Economics, where William Beveridge,
the Director, had been persuaded of the wisdom of the idea” by read-
ing Eleanor Rathbone’s 1924 The Disinherited Family.”> Rathbone had
argued that a worker’s wage could be expected to support a small family,
but not a large one, so mothers needed an income of their own to enable
them to care for their children.”> When Beveridge was asked to chair a
wartime committee to plan for post-war social security benefits, he was
not asked to discuss child allowances, so he wrote the idea into the report
as a presupposition.”*
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Child allowances were already being paid with Unemployment Benefit,
so a worker with a large family could find that when they moved from
unemployment to employment, they could be worse off. Not only was this
bad for labour market incentives, but employers were also concerned that
after the war full employment would create the conditions for unsustain-
able wage rises, and that the subsistence needs of workers with large fami-
lies would exacerbate the resulting wage inflation. The only solution to
these problems was to provide child allowances both in and out of employ-
ment. In 1945, Parliament passed the Family Allowance Act, and the first
Family Allowances were paid in 1946. While no allowance was paid for
the first child in a family, and the allowance was set lower than Beveridge
had wished, an unconditional Family Allowance was implemented because
‘little money can be saved by any reasonable income test’.”®

Family Allowances were an attack on poverty, but they were also an
attack on the poverty trap. Because Family Allowances were not means-
tested, and were paid whatever the household’s employment status, the
scheme meant that a worker who moved from Unemployment Benefit to
paid employment no longer experienced a drop in net income. Other pos-
sible causes for the success of Rathbone’s proposal were that the plan had
a champion in William Beveridge; there was substantial public approval
of the scheme, particularly among women; MPs could support it, because
they wanted to keep a lid on wages,”® because they approved of the
scheme’s equal treatment of every family, or because they did not wish to
be seen to disapprove of a clearly popular measure””; trades unions were
able to approve (because by the end of the Second World War, there were
more women in trades unions than there had been before the war); the
civil service was able to approve the plan once a lower allowance than was
first intended had been achieved, and presumably because a new depart-
ment would be needed to administer the Family Allowances; the scheme
exhibited clear continuities with previous schemes, both with child
allowances paid with Unemployment Benefit and to soldiers’ families;
the London School of Economics experience was a useful pilot project;
administration of the non-means-tested benefit was uncomplicated; the
scheme presented no transitional problems; and the benefit’s recipients
were clearly a deserving social group: that is, children, and the mothers
who cared for them. The London School of Economics had functioned
as a think tank, and Rathbone, Beveridge and his committee, and the
London School of Economics had between them constituted the relevant
policy community.
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9.3.3 National Insurance and National Assistance

During the Second World War, a committee established by Parliament—
which under William Beveridge’s chairmanship functioned rather like a
modern think tank—produced the report Social Insurance and Allied
Services/® which proposed National Insurance benefits in return for
regular National Insurance contributions, and means-tested National
Assistance to top up contributory benefits if they were insufficient—for
instance, for working-age adults whose contributory Unemployment
Benefit had expired, or whose Unemployment Benefit did not provide a
high enough income to cover housing costs (Beveridge had intended con-
tributory benefits to be sufficiently high to cover housing costs, but the
government set the rates too low for this and more families than originally
intended found themselves having to apply for National Assistance).”’
The combination of contributory and means-tested benefits was one
that people already knew about, because contributory benefits already
existed for some industries, Friendly Societies and other organizations
were already paying benefits if contributions conditions were met, and for
many households, means-testing was either a difficult memory or a pres-
ent experience. The plan assumed full employment for households” male
breadwinners, and because for all but the largest families a male wage
provided more than the benefits system, and for families with children
Family Allowances were not withdrawn as earnings increased, no poverty
trap was expected to materialize.

In 1946, an Act of Parliament established National Insurance (contribu-
tory) Retirement Pensions, Unemployment Benefit, and Sickness Benefit;
and in 1948, an Act gave birth to means-tested National Assistance.

The scheme was in continuity with the somewhat chaotic system that
had preceded it (elements of which could be regarded as pilot projects);
it tackled poverty; it did not generate an appreciable poverty trap; it met
with substantial public understanding and approval; it was difficult for
MPs of any party to find fault with it; it promised an expansion of the
civil service; administration of contributory benefits was relatively sim-
ple; it was not thought that there would be many people claiming the
more administratively complex National Assistance; and transition into
the scheme was undertaken with enthusiasm and relatively little difficulty.
While the scheme was universal in coverage, only the contingencies of
illness, disability, unemployment, and old-age triggered benefits claims, so
in an era of almost full employment, the vast majority of the population
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had no contact with the scheme apart from their employer fixing the
weekly National Insurance stamps onto their cards.

9.3.4  Universal Credit

In 1965, Peter Townsend and Brian Abel-Smith published The Poor
and the Poorest, which showed that almost one in five families were on
incomes below half the average.®® Many of those families were in work.
In 1971, the government responded by implementing the means-tested
in-work benefit Family Income Supplement,®! renamed ‘Family Credit’ in
1985. Unfortunately, the freezing of Child Benefit®> and the more gen-
erous nature of Family Credit exacerbated an existing poverty trap. The
1997 Labour government renamed Family Credit ‘Working Families Tax
Credit’, and in 2003 replaced it with ‘Child Tax Credits’ and ‘Working
Tax Credits’ (available for the first time to households without children).
The more generous nature of Tax Credits reduced child poverty, but at
the same time, it increased the earnings range across which households
experienced a poverty trap.®?

‘Universal Credit’ is now being implemented—slowly. The plan® was
put together by the Centre for Social Justice, a think tank established by
Tain Duncan Smith, Shadow Secretary of State for Work and Pensions
while the Conservative Party was in opposition: so here we have an exam-
ple of a policy process to which a think tank was crucial, and an example
of decisions being made a long way from Parliament.*> Universal Credit
combines in-work and out-of-work means-tested benefits into a single
means-tested benefit in order to ease the transition into employment. By
reducing the rate at which means-tested benefits are withdrawn,*Universal
Credit will reduce child poverty and also the depth of the poverty trap, but
in doing so, it will increase the earnings range across which households
will experience benefits withdrawal. The benefit will therefore embed
means-testing at the heart of millions of households’ income maintenance
strategies, and in particular will make it less worthwhile for second earners
to seek employment.

The plan has a champion in Iain Duncan Smith; there is a level of public
understanding of the general idea, but not of the detail; the plan is in con-
tinuity with previous means-tested benefits; MPs of all parties have been
able to support the general idea, whatever they might think about its detail
and implementation; the civil service is content to try to make it work; and
trades unions have been largely absent from the debate, which is somewhat
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surprising given that the scheme integrates in-work with out-of-work ben-
efits.’” Administration of the new benefit requires accurate real-time com-
munication between employers’, Her Majesty’s Revenue and Customs,
and Department for Work and Pensions’ computer systems, and because
this is proving a problem transition from the existing to the new system is
somewhat fraught. This is therefore a case of policy goals being relatively
clear but there having been little understanding of the delivery mecha-
nisms required to enable the chosen policy option to be delivered.®® If the
transition fails, then it will be because the scheme was never adequately
tested for administrative feasibility. The plan’s other characteristics have
been no barrier to legislation and attempted implementation.

9.3.5  Child Benefit

I have told the story of how Family Allowance became Child Benefit in
Chap. 2.

Child Benefit was an attack on child poverty (because mothers were
more likely to spend the Family Allowance on their children than were
fathers to spend the value of their child tax allowances on them), and, as
we have seen, it was an attack on the poverty trap. The scheme had some
significant champions in Barbara Castle and Frank Field; it was in conti-
nuity with the highly popular Family Allowance, of which there had been
twenty years’ experience; the general public, and especially mothers, were
in favour; enough MPs had good reasons for voting for Child Benefit; the
Child Poverty Action Group functioned as both a think tank and a cam-
paigning organization; and after the scandal of the government’s attempt
to block implementation, there were plenty of MPs who wanted to see it
happen. The civil service was content, and possibly happy, to implement
the scheme; trades unions were in favour (women constituted an increas-
ing proportion of members); administration and transition were easy to
manage; and again the benefit’s recipients were clearly a deserving social
group: children, and the mothers who cared for them.

9.3.6 A National Minimum Wage

In spite of the implementation of Family Income Supplement, by the
early 1980s, in-work poverty remained a problem.*” Two solutions
vied for attention: a NMW, of which there was already experience in

other countries®’; and an increase in the value of in-work means-tested
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benefits, which was the policy chosen by the Conservative government
when Family Income Supplement became Family Credit. But the prob-
lem with that strategy was that because Family Credit was withdrawn as
earnings rose, and there was now more to withdraw, the poverty trap
was deepened. As proponents of a NMW pointed out, a higher wage
would reduce the amount of means-tested benefit required and would
therefore reduce the depth of the poverty trap; and as Chris Pond and
Steve Winyard pointed out in their Case for o National Minimum Wage:

Even if it were possible to devise a social policy which would compensate
for the effects of low wages without stigma and without the problem of the
poverty trap, this would not overcome the feelings of injustice and humilia-
tion which are associated with the receipt of low wages.”!

In 1970, the Trade Union Congress (TUC) suggested a ‘guideline’
NMW, because there were some trade unionists who wanted to resist gov-
ernment interference in wage-setting; but although during the 1980s this
argument was still heard,”” in 1982 the TUC passed a resolution commit-
ting itself to consult with a future Labour government over the establish-
ment of a NMW,”% and in 1995 the TUC itself published Arguments for a
National Minimum Wage:

A National Minimum Wage which raised pay levels in the poorest paid
occupations and industries would clearly reduce the extent to which Family
Credit currently subsidises low pay.”*

The ‘widespread assumption that raising wages will automatically lead to a loss
of jobs”® was intuitive: but the counterarguments were increasingly heard:
that wage-setting is a political activity”®; that the wage paid does not neces-
sarily equate to the marginal product of labour®; that the impact of a NMW
would only increase the total wage bill by about 5 % (because raising the low-
est wages to an agreed or statutory minimum would have only a small effect
on wage levels above that minimum?®); that therefore a NMW would lead to
very little additional unemployment, if any®’; that only minor reductions in
the return to capital and minor increases in prices would be the result; and
that higher wages for the lowest paid would lead to increased consumption of
goods and services and would therefore increase demand and thus employ-
ment.'” As for the argument that the government should stay out of wage-
setting, the government regulated working conditions, so why not wages?'"!
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In 1995, the Confederation of British Industry (CBI) declared itself
opposed to a NMW, but by 1997 it was recommending one on the basis
that it would create a floor to the market.'®Crucial to the debate was the
expressed view of many business leaders who resented being forced to pay
low wages and to reduce investment in both human and physical capital by
competitors who reduced their production costs by paying low wages.!*
An additional argument more often thought than expressed was that a gen-
eral rise in wage rates would put some of the least efficient businesses out of
business, thus improving the general efficiency of the industries concerned.

The Labour Party’s manifesto for the 1997 General Election included
a pledge to establish a NMW, and in 1998 the National Minimum Wage
Act was passed. It was implemented in April 1999 with NMW levels set
by the new Low Pay Commission at £3.60 per hour for workers aged over
twenty-one and £3.00 per hour for workers aged between eighteen and
twenty.'” The Treasury, the Bank of England, the TUC, and the CBI all
declared themselves happy with the calculation.!®® In 2003, a new lower
rate was established for sixteen- and seventeen-year-olds.!%

Why did it happen?

The idea was not entirely new. In 1909, the government, with Winston
Churchill’s enthusiastic support, had established Trades Boards!?” to set
minimum wages for particular industries. These later became the Wages
Councils; and although these had been abolished by the time of the 1997
election, they provided an important precedent and pilot project. A NMW
could therefore be seen as in direct continuity with almost a hundred years
of experience of national wage-setting.

The NMW was an attack on poverty, and, as we have seen, it was also
an attack on the poverty trap. The Prime Minister and the Cabinet were in
favour, so there were plenty of parliamentary champions, but also impor-
tant was sustained work on the issue by the think tank and campaigning
group the Low Pay Unit, and particularly by its Director, Chris Pond, who
became a MP in 1997.'%There was substantial public understanding of
the problem of low pay, and of the proposal for a NMW; there were clear
arguments for the proposal; and eventually, there was sufficient under-
standing that evidence did not support the intuitive arguments against it.!?”
The legislation established the Low Pay Commission to set NMW levels,
an inspectorate to enforce them, and tribunals to hear cases, thus increas-
ing the number of public servants. Administration of the scheme is rel-
atively simple, and implementation was not difficult. Recipients were a
clearly deserving group of people: the working poor.
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9.3.7  The Campaign for a Living Wage

The Low Pay Commission established by the 1998 National Minimum
Wage Act studied a variety of possible levels for the initial NMW, and
decided on a relatively low wage that would have only a minor impact on
employment. The NMW was never going to be enough to live on, mean-
ing that in-work benefits would continue to be needed. Already in 1996,
TELCO (The East London Communities Organization) had brought
US-style community organizing to London,!''? and in 2001, the campaign
for a Living Wage—a wage level based on a Minimum Income Standard
calculated to provide a decent standard of living—Dbecame an important
activity for what had by then become London Citizens. In 2005, the GLA
established its Living Wage Unit to encourage London’s employers to
pay a Living Wage; and in 2011, the national organization at the heart
of community organizing, Citizens UK, gave birth to the Living Wage
Foundation, which validates Living Wage employers: that is, employers
who pay the Living Wage rates established by the Foundation on the basis
of research into Minimum Income Standards by the Centre for Research in
Social Policy at Loughborough University!!! and by research into London
living costs by the GLA’s Living Wage Unit.""? The number of Living
Wage employers continues to grow both because local campaigning has
been effective and because a Living Wage makes good business sense. In
the early days of mass car production, Henry Ford had more than doubled
his workers’ wages in order to increase motivation and reduce absenteeism,
staff turnover, and training costs. Counterintuitively, doubling the wages
saved the company money.'”® Living Wage employers discover similar
effects when they increase wages from the NMW to the Living Wage.!!*

When I wrote the first version of this part of the case study for a paper
that I presented at the 2014 Social Policy Association Conference, I asked
the question: What is the likelihood that we shall see the establishment
of a NLW?—that is, a statutory NMW that rises sufficiently to become
a statutory NLW? (and in this case, like the Living Wage and unlike the
NMW, a higher rate would need to be set for London than for the rest of
the country).

I then suggested that one way to tackle this question was to ask the
related question: If an NLW were to be established, what would we then
say were the causes of its implementation? This was to treat a not yet
implemented proposal in the same way as we have treated the imple-
mented proposals studied above. I used the past tense.
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The voluntary Living Wage had plenty of champions: the Prime
Minister, other party leaders, the Mayor of London, the vast majority
of MPs and local councillors, and numerous public, private, voluntary,
and religious sector organizations. Initially, it was not clear how much of
this support for a voluntary Living Wage would translate into support for
a statutory NLW, but public support for NMWs was rising in a variety
of OECD countries, the value of NMWs in other OECD countries was
rising (apparently without adding to unemployment),''® and the num-
ber of validated Living Wage employers in the UK continued to rise, so
increasing numbers of organizations and individuals felt able to support a
NLW. Living Wage employers were particularly vociferous in support of
a NLW because they were being undercut by firms that were paying only
the NMW.

The NLW was an attack on poverty, and also an attack on the poverty
trap, for the same reasons that the NMW was an attack on them in 1998.
There was substantial experience and public understanding of a NMW,
a growing appreciation of the importance of the idea, and increasing
awareness that the NMW had made very little difference to employment
levels.''® Research had shown that the NMW had raised the average wage
bill by 0.5 %,'” that in many industries the payment of a Living Wage
would increase the wage bill by just 1 %, and that in the lowest-paid sec-
tors’ companies, wage bills would rise by about 5 %, but that phased
implementation would reduce upfront costs and would enable businesses
to adapt.'”® Companies found this to be case. The NLW was in direct
continuity with the NMW, and the same mechanisms were employed to
enforce it. The legislation permitted transition from the NMW into a
NLW over a four-year period, and businesses found that this was sufficient
time in which to adjust—and in which to appreciate the higher motivation
and lower absenteeism and staft turnover that the policy had delivered.
Implementation was enthusiastically handled by the public authorities
involved; and the press was behind the change because recipients were a
clearly deserving group: the working poor.

A particularly interesting characteristic of the journey towards a NLW
was the strong relationship between research and practice. The GLA both
researched and paid a Living Wage; and, to take just one example from a
London borough: Matthew Pennycook, who had conducted important
research on the Living Wage for the think tank the Resolution Foundation,
as a Greenwich local councillor was a major influence on the Council
becoming a Living Wage employer.
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When I wrote the conference paper on which this section of this chap-
ter is based, I then added this: I am not a betting man, but if I were,
then I would be willing to put money on a NLW being implemented
within ten years. It fulfils all of the criteria for successful legislation and
implementation.

As I'was revising this part of the Social Policy Association paper for inclusion
in this chapter, on 8 July 2015 the Chancellor of the Exchequer announced
in his budget statement that by 2020 there would be a ‘National Living
Wage’ of £9 per hour for every employee over twenty-five years of age. This
is good news, of a sort. It means that the NMW for the over twenty-five-year-
olds will rise to £9 per hour by 2020. However, no higher rate has been set
for London, and under twenty-five-year-olds are left with a much lower rate
of NMW.1* Has the Chancellor offered a NLW, or has he not? No, he has
not. The Living Wage levels published by the Joseph Rowntree Foundation
assume that existing in-work benefits will continue to be paid, but these were
reduced in value in the same budget speech in which the ‘National Living
Wage’ was announced. A genuine Living Wage covers every employee, and
pays a higher rate for London in view of the higher living costs.!?’ So we have
yet another example of the UK government misnaming benefits.'?! The rise
in the NMW for over twenty-five-year-olds is welcome, but we shall have to
wait for a genuine NLW; and, infuriatingly, the Chancellor’s employment of
the ‘Living Wage’ terminology for something that is not a Living Wage has
sullied the brand and seriously complicated the debate.

The lesson to learn from this episode is that a constant watch will need
to be kept on the UK’s and every other government to ensure that if and
when a Citizen’s Income is promised that it really is a Citizen’s Income
and not something else.

9.3.8 Citizen’s Income

One of the reasons why the rate and intensity of poverty are relatively insen-
sitive to the level of the NMW is that many low paid workers who are in
poor households are in families who are in receipt of means-tested benefits.
Entitlements to these fall if incomes rise, and rise if incomes fall.!??

Because means-tested benefits are withdrawn as earnings rise, many fami-
lies in poverty see only minor differences in disposable income if their
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earned incomes rise substantially. The structure of the benefits system is
therefore an important cause of people’s inability to earn their way out of
poverty. The non-means-tested Child Benefit does not have this disincen-
tive effect, and so has inspired a long-standing campaign to extend uncon-
ditional and nonwithdrawable benefits to working-age adults.

9.3.8.1  Juliet and Brandon Rhys Willinwms

I have already given partial accounts of the history of the UK debate on
Citizen’s Income in Chaps. 1 and 8.1*% Here I shall tell the story in more
detail in order to draw the conclusions that might be helpful as we discuss
the policy process.

In 1942, Juliet Rhys Williams,'?* a member of the commission that
issued the report Social Insurvance and Allied Services”® and, like Eleanor
Rathbone,'*® a policy activist!”’—wrote a minority report which she then
expanded and published as Something to Look Forward To. She believed
that the time-limited nature of the proposed National Insurance benefits,
and the fact that National Assistance would be withdrawn as earnings rose,
would create too much of a disincentive to seek paid employment, meaning
that coercion would be required.?® She believed that justice required that

the State owes precisely the same benefits to all of its citizens, and should
in no circumstances pay more to one than to another of the same sex and
age, except in return for services rendered ... Therefore the same benefits
[should be paid] to the employed and healthy as to the idle and sick. ... The
prevention of want must be regarded as being the duty of the State to all its
citizens and not merely to a favoured few.'?’

For every worker to receive ‘the whole benefit of wages (less taxation)’,'3°
it was essential that benefits should not be withdrawn as earnings rose.

(This did not mean, however, that the income should be entirely uncon-
ditional. Although Rhys Williams believed that the nonwithdrawable nature
of the benefit would mean that there would always be sufficient incentive to
seek employment, she also wanted unemployed workers to have to visit the
Labour Exchange and to have to accept any employment offered.'®!)

If implemented, Rhys Williams’ scheme for nonwithdrawable benefits
would have abolished the poverty trap, increased employment incentives,
and reduced poverty. It would have been simple to administer, and it
would have improved women’s status.!??
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Juliet Rhys Williams’ scheme was not implemented. Beveridge’s scheme
achieved immediate public acceptance (it was the scheme that people already
knew, although extended and somewhat tidied up), and this left very little
social space within which Rhys Williams’ scheme could be considered.
A further major problem with Rhys Williams” scheme was that it would
have ‘abolished bureaucrats’ and that it therefore ‘met with an official wall
of silence’.'#?

Forty years later, Juliet Rhys Williams” son, Sir Brandon Rhys Williams,
a Conservative MP, gave evidence to the House of Commons Treasury
and Civil Service Committee Sub-Committee on a similar scheme for
a universal benefit, but this time the proposal was for a benefit entirely
unconditional as well as nonwithdrawable:

Every citizen would be entitled to a personal basic income or PBI. These
guaranteed basic incomes would replace virtually all existing benefits and
allowances.'3*

The final exchange between Sir Brandon and the committee Chair
expressed clearly the scheme’s advantages:

Chair: There seem to me to be many benefits of this system.

BRW: There are.

C: Clearly you are expressing them very eloquently. Clearly they would go a
long way toward easing the unemployment and poverty traps.

BRW: There would not be any unemployment under these schemes. You
would not need to register as unemployed. There would be people who
were not in full-time work but they would not need to have themselves
labeled as unemployed. If they got an opportunity of work or casual work
they could take it and nobody would have to know.

C: Are you saying that the unemployment benefit trap would be virtually
eradicated by this?

BRW: Certainly.

C: Also it would be administratively much simpler.

BRW: Yes, it would.

C: I wonder what degree of redistribution of resources there would be or is
that one of the matters that could be flexible within the system?

BRW: This is optional. This is why I have not put figures in my paper
because you could make the scheme do what you liked. If you want
to help people on low wages or low incomes you can tilt the tax
and benefit structure in such a way that it is redistributive in certain
directions.'
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The committee recommended that the government should consider an
unconditional and nonwithdrawable benefit as a serious option for reform,
that more work should be done on the scheme, and that

meanwhile it is desirable that changes to the present system should be com-
patible with an eventual move to an integrated structure of tax and social
security.'%®

In 1983, a General Election prevented the matter from being taken any
further.

9.3.8.2  The Debate Continues

A year later, the Basic Income Research Group was founded, with a brief
to promote both research and debate on Basic Income. Ten years later, the
organization was renamed the Citizen’s Income Trust, and the ‘uncondi-
tional and nonwithdrawable income for every individual as a right of citi-
zenship’'®” was renamed a Citizen’s Income. For thirty years, the Citizen’s
Income Trust has been a ‘pressure group’:

an organisation which seeks to influence the details of a comparatively small
range of public policies and which is not a faction of a recognised political
party. (Rob Baggott)'?®

The Trust and numerous other organizations, in the UK and around
the world, have promoted debate and research and, in many cases, have
actively campaigned for the implementation of Citizen’s Income; and now
in the UK a variety of more broadly based think tanks are working on
Citizen’s Income.'®

A Citizen’s Income would not be withdrawn as earnings rose, so indi-
viduals and households on low earnings would keep all of any additional
earnings (minus tax) and would find it much easier than they do now to
carn their way out of poverty.'*? A Citizen’s Income would therefore be an
attack on poverty as well as an attack on the poverty trap.

We already have a Citizen’s Income for children in Child Benefit, and
we are about to see something like a Citizen’s Income for pensioners. The
STP planned by the former Minister for Pensions, Steve Webb, will be
almost a Citizen’s Pension: it will not be withdrawn as earnings or savings
rise, although the payment of the maximum pension will be conditional
on a complete National Insurance contributions record.'*! The reasons for
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the likely successful implementation of the STP are similar to those that
propelled Family Allowance onto the statute book: it will tackle poverty;
it will tackle a poverty trap (in this case the savings trap); it had a ministe-
rial champion; there is sufficient public understanding of the idea; MPs of
all parties can support it; there are no intuitive arguments against it; the
retention of contributory conditions will mean that no civil service depart-
ments will be lost (although there will be some reduction in the numbers
of Department for Work and Pensions staff managing means-tested pen-
sion top-ups); trades unions will have no problems with the plan; there is
clear continuity with the Basic State Pension (which can be regarded as a
large pilot project); recipients are clearly a deserving group (the elderly);
the plan is administratively feasible; and transition will be relatively simple
(as transitional arrangements will be in place for pensioners who have con-
tributed to the State Second Pension, which is to be discontinued). The
Pensions Policy Institute'*? has functioned as an effective pensions policy
think tank throughout the development of the STP.

A Citizen’s Income for every citizen (with the amount varying accord-
ing to the recipient’s age but for no other reason) would be in continuity
with Child Benefit and the STP, which could also be regarded as pilot proj-
ects, as could be the Citizen’s Income pilot projects in Namibia and India
which showed such significant results, particularly in relation to economic
activity among the lowest earners.'*®* A Citizen’s Income’s administration
would be simple; the error rate would be negligible; and the benefit would
attract almost no fraud.'** Transition to a Citizen’s Income could, however,
be somewhat complex, not because a Citizen’s Income would be complex,
but because our current system is. The main complexity is that with some
possible schemes, some households might experience losses at the point of
implementation; but these would be more easily made up by earning addi-
tional income than would be possible under the current system because the
Citizen’s Income would not be withdrawn as earnings rose!**; and there are
schemes that would reduce to almost zero the losses that would be suffered
at the point of implementation by maintaining a safety net of means-tested
benefits. Because the means-tested benefits still received by households
would be of far smaller amounts than they are now, escaping from means-
testing by earning additional income would be far more of an option than it
is now and would therefore be an attractive option for households to pursue.

As with some of the provisions that we have already discussed, the
intuitive counterarguments can all be answered. It is no problem to pay a
Citizen’s Income to the wealthy, because they pay more in tax than they
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would receive as their Citizen’s Income. People would be more likely to work
than they are now, and not less, because the Citizen’s Income would not be
withdrawn as earnings rose.'*® And there would be additional advantages
attached to a Citizen’s Income in terms of social cohesion (because everyone
would receive a Citizen’s Income), household formation (because no longer
would officials need to discover the detail of people’s personal relationships,
as they do now), and employment patterns (because coercion would no lon-
ger be required to persuade people to take employment, and part-time and
occasional employment would be more feasible than they are now).

The arguments for a Citizen’s Income are persuasive. It really is a good
idea, and it need not cost an extra penny of public money (although it
would be helpful to establish a fund to compensate households that would
lose appreciable amounts because of the strange way in which today’s sys-
tem privileges their particular family type).

So let us do as we have done with the Living Wage proposal: that is, in
imagination, let us locate ourselves at a time after a Citizen’s Income has
been established and look back to see the causes of implementation.

To begin with, we shall explore a scenario in which implementation was
seriously considered but did not in the end occur'*’:

The Citizen’s Income would have tackled both poverty and the poverty
trap; it would have been in continuity with Child Benefit and the STP; and
they, and time-limited projects in Namibia and India, functioned as pilot
projects. Administration would have been simple, and transition would
have been possible (and a great deal more possible than the transition into
Universal Credit). Trades unions had come round to the idea, because
their members would lose less of any negotiated pay rises through ben-
efits withdrawal (although some still worried about the effect on collec-
tive bargaining of an unconditional benefit). But there were problems to
face: there was little public understanding of Citizen’s Income; the press
peddled intuitive objections (‘People won’t work’, ‘the rich don’t need
this’) rather than discussing the idea’s merits or listening to counterargu-
ments to the intuitive objections; no minister was willing to champion the
idea in the Cabinet or in Parliament; and the civil service would have suf-
fered substantial cuts because no longer would so many people have been
needed to administer means-tested benefits, so it is no surprise that civil
servants briefed against the proposal, both to ministers and elsewhere. In
the end, although a Citizen’s Income could have been implemented by
turning tax allowances into cash payments and by removing the tapers
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attached to means-tested benefits, the Citizen’s Income was just too dif-
ferent from what we were used to. We knew where we stood with con-
tributory and means-tested benefits, and transition to a Citizen’s Income
looked like too much of a leap in the dark.

But another scenario is possible!*®:

After the Chancellor and Prime Minister had failed to fulfil their 2010
promise to means-test Child Benefit (and instead withdrew its value from
higher-rate taxpayers through the tax system, thus establishing for the first
time a tax on children), and after Steve Webb had established the STP, and
we had begun to appreciate the fact that no longer would pensioners be
penalized for earning additional income or for saving for their old age, the
Secretary of State for Work and Pensions put together a Pre-Retirement
Income (PRI) for men and women aged between fifty-five and the state
pension age. The plan was to remove personal tax allowances and means-
tested and contributory benefits from this group (easy to do), and instead
provide them with an unconditional and nonwithdrawable income of the
same value as their tax allowance. In order to create a pilot project, volun-
teers were invited to swap their tax allowances and means-tested and con-
tributory benefits for an unconditional benefit (again, easy to organize).
The volunteer scheme was overwhelmed with applications, so legislation
for a permanent scheme for everyone in the age range soon followed.

The result of this was that people in the pre-retirement age bracket found
themselves able to be more flexible about their employment patterns; and it
meant that no longer did they have to sign on regularly but could instead
accept occasional employment, and at other times they could offer more time
to their communities and families. Administration of the scheme was really
simple; and nobody minded much if they lost money on the day it all started,
because they soon managed to make it up. Administrative error became a
distant memory. Two problems remained: housing costs and Council Tax.
Those without sufficient income for their housing costs and Council Tax had
to apply for continuing means-tested benefits to help with these, but their
increased ability to accept occasional and part-time employment, and the fact
that some people took their occupational and private pensions earlier than
they might otherwise have done, meant that the number of people in the
pre-retirement age bracket receiving means-tested benefits fell rapidly.

So it was not long before students and trainees began to see how useful
an unconditional and nonwithdrawable income could be for them. Again
a voluntary scheme was tried. Volunteers between the ages of eighteen
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and twenty-one happily gave up their personal tax allowances and any
claim on means-tested benefits, and received an Education and Training
Income (ETI)—unconditionally and nonwithdrawably—instead. They
then earned what they could to top it up. A nice outcome was that aca-
demic results improved, and more young adults sought training places and
apprenticeships.

So again it was not long before working-age adults were asking about
the rationale for the rather artificial age boundaries to the pre-retirement
and young adult schemes; and it was not long before we had a Working
Age Income, Child Benefit rose in value and was equalized for every
child, the ETI was extended back to sixteen-year-olds; and we found
that we had a Citizen’s Income for everyone, the amounts differing only
in relation to the recipient’s age. We have already seen the advantages
that we were promised. There is less poverty; the poverty trap has largely
disappeared (there is still a problem with housing costs, but that is not
the fault of the Citizen’s Income); administration is simple (there is
hardly any of it, because the Citizen’s Income just keeps on coming); we
feel much more together as a society; we can negotiate the employment
patterns that we want, and the ways in which our household finances
are organized; and we wonder why the plan was not tried a lot sooner
than it was.

Eventually, of course, the number of public servants needed to run
the benefits system fell substantially, but not straight away. Because they
no longer needed to police the benefits system, Job Centres were able to
model themselves on such successful local job broking and training orga-
nizations as Greenwich Local Labour and Business, and public servants
were still required for this more satisfying work. Housing costs remained
a problem, particularly in London, so a continuing Housing Benefit was
still needed, so again public servants were required. The Child Benefit
administration was expanded to handle the Citizen’s Income scheme, and
administration of disability, maternity, and a variety of other contingency
benefits continued, but by the end of the transition, the number of public
servants administering the benefits system had fallen by three quarters. No
compulsory redundancies were required.

Trades unions had started out rather sceptical of the PRI, but so many
of their members volunteered for the scheme that their scepticism did not
last. The National Union of Students was an enthusiastic supporter of the
ETI. Trades unions began to see that a Working Age Income would make
it more possible for their members to refuse low wage jobs, and enthusiastic
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trade union support for the Working Age Income meant that an all-through
Citizen’s Income became irresistible.

Michael Hill has pointed out that one of the major characteristics of the
UK’s pensions policy is that it has always been incremental.’*? Successtul
implementation of a Citizen’s Income will probably need to be incremen-
tal as well. A consequence of the intuitive arguments against implement-
ing a Citizen’s Income being so firmly lodged in the public mind (“The
rich don’t need it’, ‘People won’t work’) is that evidence to the contrary
is difficult for most people to even begin to comprehend. As Michael
Hill suggests, only evidence that least challenges the status quo, and that
conforms to current public opinion, can be received.!® This means that
a new status quo, and a new public opinion, will have to be painstakingly
constructed by establishing unconditional and nonwithdrawable benefits
on the basis of more easily heard arguments, and on the basis of evidence
relating to clearly deserving groups of people.

Julia Unwin, the Chief Executive Officer of the Joseph Rowntree
Foundation, would agree with this. On 4 April 2014, she gave a lecture
entitled ‘Evidence alone won’t bring about social change’.!®! She out-
lined the ingredients required for social change: a sense of crisis, a shared
narrative, emotion, vocal supporters, proven solutions, surprising friends,
movements of people, and public acceptance. These criteria have much
in common with the criteria around which I have structured this case
study. In the context of the benefits system, the chronic crises are poverty
and the poverty trap; shared narrative, emotional and vocal supporters,
movements of people, surprising friends, and public acceptance, between
them represent public and parliamentary understanding; and continuity
and pilot projects identify proven solutions.

Employing Unwin’s criteria: There is certainly a sense of crisis about
the benefits system, not least, I suspect, in the Department for Work and
Pensions. There is already a shared narrative, and a proven solution, in the
sense that Child Benefit is an integral part of our understanding of our-
selves as members of society. A STP will fulfil the same function. Emotion,
vocal supporters, and movements of people are emerging, both in the
UK and around the world. A Citizen’s Income has always had surprising
friends. What an unconditional and nonwithdrawable income for working-
age adults does not have is public acceptance. For one demographic group
at a time to receive a Citizen’s Income would generate such public accep-
tance, and thus complete the set of success criteria outlined by Unwin.
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94 CONCLUSIONS

All of the schemes that we have studied in this case study, apart from
National Assistance, were designed to reduce both poverty and the pov-
erty trap and because they did so they have generated behavioural feasi-
bility. All of them benefited from some kind of think tank attention, they
all claimed some level of continuity with what had gone before, and they
could all claim to have been piloted in one way or another. They were all
administratively feasible (apart, perhaps, from Universal Credit), and for
all of them, transition was a possibility (although perhaps not for Universal
Credit). They all had ministerial champions or similar, and reasons for the
policies were understood in parliament (which appears from our case study
to be the minimum level of political feasibility required). There was suffi-
cient public understanding, and the benefits were for groups believed to be
deserving (psychological feasibility). They were all financially feasible, both
in terms of fiscal feasibility and in terms of household financial feasibility.

The differences between the schemes that were implemented and those
that have not been would appear to be in the areas of public understand-
ing, civil service size and enthusiasm, and recipient group. Juliet and Brandon
Rhys Williams” schemes did not have ministerial champions (although this is
not a crucial factor, as the implementation of Family Allowance shows); there
was insufficient engagement from such significant policy process organiza-
tions as trades unions; there was little public understanding of the proposals;
and, crucially, they were attempting to encompass the entire population in a
single reform, thus precluding the development of a public understanding
that a clearly deserving group of people would benefit. While we might regret
that this might be a criterion for the success of a scheme, it would appear to be.

We can draw the important conclusion that however good the arguments
for a Citizen’s Income might be—and they are good—it is probably point-
less to pursue the implementation of a Citizen’s Income as a single proj-
ect. The two imaginary scenarios that I have outlined above suggest that
a phased implementation could well succeed, and could deliver the pub-
lic understanding and enthusiasm that would propel the process towards
eventual implementation of an unconditional, nonwithdrawable income for
every individual as a right of citizenship. An all-at-once approach would
deliver financial and administrative feasibilities, but none of the required
psychological, behavioural, political, or policy process feasibilities. A phased
approach could offer all of them without too much difficulty.

Table 9.1 represents these conclusions in tabular form.
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Given that the policy process is different in every country, and that
policy process feasibility therefore connects differently with the other fea-
sibilities in every country, I have only been able to draw together the dif-
ferent feasibilities in the context of the tax and benefits system of a single
country. My readers will need to study the policy processes of their own
countries, discover the ways in which policy process feasibility would relate
to the other feasibilities, and then work out how to construct an appropri-
ate Citizen’s Income implementation method.
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CHAPTER 10

From Feasibility to Implementation

10.1 INTRODUCTION

Having studied Citizen’s Income’s financial feasibility (both fiscal feasibil-
ity and household financial feasibility), psychological feasibility, administra-
tive feasibility, behavioural feasibility, political feasibility, and policy process
feasibility, we can now draw a firm conclusion: that Citizen’s Income is in
principle feasible, and that in any country, it should normally be possible
to propose a Citizen’s Income scheme that it would be feasible to imple-
ment. Both the main content of each of the chapters, and the case studies,
enable us to draw further conclusions: that in the UK, a Citizen’s Income
scheme would be feasible if the scheme chosen were to leave in place
existing means-tested benefits and take households’ Citizen’s Incomes
into account when their means-tested benefits were calculated; that such a
scheme could meet all of the feasibility criteria if it were to be introduced
one demographic group at a time, starting with those believed by the
general public to be the most deserving: children, elderly people, the pre-
retired, young people—and then, last of all, working-age adults; and that
such a scheme could be implemented quickly if political and policy process
contingencies enabled psychological and behavioural feasibility tests to be
bypassed, as they often have been before in the social security field.

But as we have recognized throughout our discussion, the fact that
Citizen’s Income is feasible, and the fact that a particular scheme could be
shown to be feasible, would be no guarantee that it would happen. There is
often a huge difference between satistying a particular feasibility condition
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in theory and satisfying it in practice. Some of the feasibilities, once satis-
fied, would not cause bottlenecks. For instance, any country with a reason-
ably well-functioning tax and benefits system will take administration of
Citizen’s Income in its stride if the government decides to implement a
scheme. Similarly, the theoretical financial feasibility of a scheme should
mean that it would be financially feasible in practice. The difficulties emerge
with the other feasibilities. Theoretical satisfaction of psychological, behav-
ioural, political, and policy process feasibilities would be no guarantee that
they would be satisfied in practice; and it seems rather improbable that
they would all be satisfied at the same time and in the same place. But
sometimes a range of feasibilities do line up, enabling new social policies to
be implemented; and, as we have seen, new social policies are sometimes
implemented without feasibility tests being passed. We therefore need to
ask about some additional possibilities.

10.2  Accipents HAPPEN

In the last chapter, we recognized that the policy process is not always
entirely rational and orderly. As Conlan, Posner, and Beam suggest, a
variety of different ‘pathways’ through the policy process might be avail-
able: the pluralist pathway, in which policy changes by a process of mutual
adjustment between different players; a partisan pathway, in which a gov-
ernment with a large majority achieves implementation of a manifesto; an
expert pathway, in which policy experts control the agenda; and a sym-
bolic pathway, in which value-laden beliefs appeal to ‘common sense’.!
I would add a fifth option: the accident-strewn pathway. Problems, policy
options, and politics constantly flow through the complex policy process,
and ‘policy windows’ occur when the three streams meet, enabling ‘policy
entreprencurs’ to act.? It is not impossible that policy problems, the policy
process, and Citizen’s Income might converge. It is therefore essential
that the results of research on feasible schemes should always be available.

What we might call Citizen’s Income accidents have happened. Iran
has ended up with something like a Citizen’s Income because a new
means-tested system collapsed under the weight of public disapproval of
the means test and of administrative systems not working. The only imme-
diate solution available was to give the new benefit to every household
that applied.®* We might call this a systemic accident. What we might call
relationship accidents happen, too. In relation to the UK, we discovered
in Chap. 9 that an unconditional and nonwithdrawable Family Allowance
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was implemented after the Second World War because William Beveridge
was converted to the idea by reading Eleanor Rathbone’s The Disinherited
Family,* because he was asked to chair a committee on the future of the
country’s benefits system, and because when the Family Allowances that
he had written into the preface of the report were debated in Parliament,
MPs attached to different political ideologies could all find reasons for
voting in favour. In this case, a combination of relationship and systemic
accidents propelled the idea through the policy process.

If a country’s benefits system—say, for instance, the UK’s system—
were to become completely unmanageable, and attempts to keep it going
failed—for instance, if Universal Credit seized up, as the administration
of Housing Benefit seized up during the mid-1980s—then might the UK
find itself implementing a Citizen’s Income by accident, rather as Iran has
done?

Perhaps the most difficult issue with which social policy researchers
have to grapple is the fact that the policy process is a tangle of relatively
predictable and really quite unpredictable elements. As Birkland suggests,
this means that

the likelihood that an issue will rise on the agenda is a function of the issue
itself, the actors that get involved, institutional relationships, and, often,
random social and political factors that can be explained but cannot be rep-
licated or predicted.®

10.3  PARADIGM SHIFTS

In science, culture, philosophy, religion, and, in fact, in any field of human
endeavour, paradigm shifts occur: that is, complete shifts in mindset, not
just for individuals, but also for whole societies, communities, professions,
or academic disciplines. Thomas Kuhn has charted paradigm shifts in the
natural sciences. A period during which theories and experimental results
appear to be settled and coherent is disturbed by experimental results that
no longer cohere with the current theories; a period of turmoil occurs, dur-
ing which different theoretical options are tried—usually with the major-
ity of the scientific community still fairly wedded to traditional theories,
and small but growing numbers of individuals becoming less than satisfied
with them. A paradigm shift then occurs, in which a new theory or set of
theories manages to explain the new and so far unexplained experimental
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results, and for most of the community the new theory or set of theories
becomes the new norm—although there might still be a small number of
individuals still wedded to older ideas. And then the process starts all over
again.® This is a community or societal conversion process, rather similar to
the individual conversions that we discussed in Chap. 5. In the social policy
field, a policy monopoly might achieve a closed policy-making world for
quite a long period of time, but sufficient disruptive factors—for instance,
media attention to social and economic problems—can emerge to cause
the equilibrium to break down, creating social space for alternatives, a
focus of attention for public debate, policy change, and a new equilibrium.
In whatever fields such paradigm shifts occur, ‘punctuated equilibria®
emerge: that is, repeated cycles of stability, turmoil, and change.

A paradigm shift occurred in the Western world, and to a large extent
globally, when during the 1970s what we might call the economic man-
agement professions swapped a Keynesian mindset for a monetarist one.
The equilibrium had been succeeded by a rather different one.

We have now been living with means-tested benefits for four hundred
years. The evidence is stacking up that this is not necessarily a useful para-
digm in the current economic and social context. Other paradigms are
available, and particularly universal benefits. It would not be impossible
for the policy-making community, in one country, throughout a region,
or globally, to experience a paradigm shift. Scientific revolutions have gen-
erally been preceded by increasing numbers of practitioners trying new
theories to see if they might fit the evidence, and we are seeing increasing
numbers of individuals and institutions coming to understand the desir-
ability and feasibility of Citizen’s Income, and particularly its appropri-
ateness to the societies and economies within which we are now living;
and perhaps even more significantly, coming to see that the simplicity of
Citizen’s Income would suit it to any configuration of society and econ-
omy that might emerge in the future.

There are two ways to understand the relationship between change and
stability in a country’s benefits system, or, indeed, in any system. Either
we understand change as ubiquitous,® social and economic systems as
constantly evolving, equilibrium as an exception, and uncertainty as inevi-
table’—which suggests that the simplest possible benefits system is what
is required, with as few characteristics as possible connected to social and
economic variables, because that is the only kind that will not need to be
constantly adjusted as society and the economy change. Or we can see
equilibrium as the norm, and understand that it can turn into turbulence
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when existing solutions no longer work, making space for formerly minor-
ity views, one of which might gain traction as increasing numbers of players
see the evidence pointing in that direction.!® On the basis of cither under-
standing, a widespread paradigm shift in favour of universal benefits is by
no means impossible.!! Just like individual conversions, paradigm shifts
create possibilities for new connections; and as Kingdon puts it, ‘solutions
become joined to problems, and both of them are joined to favourable
political forces’.!> However strong the hegemony of such received wisdom
as the reciprocity principle,'® and of deeply embedded prejudices inimical
to universal benefits, new connections could rapidly displace them and pro-
pel Citizen’s Income from idea to implementation. New ideas are perfectly
capable of unsettling apparently solid policy configurations and of making
space for themselves within the complexities of the policy process.!* The
boundaries of what is politically feasible are not immutable.!®

Think tanks can be crucial players in this kind of process. In the UK,
the Institute for Economic Affairs (IEA) was instrumental in persuading
the UK government to privatize public infrastructure and services in a way
that previous governments would have thought both crazy and impos-
sible. The IEA propelled an idea from ‘lunacy to respectability’.’® There is
no reason why the process should not be repeated with Citizen’s Income,
which has had a lot more thought and research put into it than many
of the rushed privatizations that followed that particular paradigm shift.
A ‘critical moment’’” might occur: a coming together of an accelerating
paradigm shift and a series of accidents—and a country could find itself
with a genuine Citizen’s Income and reaping the advantages. Other coun-
tries would then quickly follow.

10.4  THE FrASIBILITIES

We are now in a position to return to Ivan Steiner’s suggestion that there
are three types of group task: additive (all group members work together
on the same task, and the outcome is the sum of contributions, as in a tug
of war); conjunctive (all members’ contributions are needed for success,
the weakest member’s ability is an important factor, and the links between
the elements are often crucial, as in a relay race); and disjunctive (where
every separate contribution can count, but accomplishment often depends
on the performance of the most talented member, as in a pub quiz)'®; and
again we shall apply the categorization to the different kinds of feasibility
that we have discussed.
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In Chap. 2, I suggested that the feasibilities might be conjunctive—that
is, that all of them would need to be fulfilled, and that if just one of them
was only weakly satisfied, then implementation of Citizen’s Income might
not be possible; but now that we have discussed the different feasibilities,
and now that we have recognized the possibility of accidents and paradigm
shifts, the situation is looking rather more complicated. Perhaps the most
interesting piece of evidence is that at least for the time being, Iran has
managed to establish something like a Citizen’s Income without appar-
ently satisfying any of the feasibilities.’ To take another example: in the
UK, the new combined means-tested benefit called Universal Credit is
being implemented without psychological, behavioural, or administrative
feasibilities being tested. While it is possible, as we have seen, for post-
event behavioural feasibility to generate post-event psychological feasibil-
ity, and for a government to move ahead of public opinion if it has good
reason to believe that public opinion will move in that direction, to have
implemented Universal Credit without testing for administrative feasibil-
ity might have been a mistake, but crucially for our argument here, not
testing for it did not prevent implementation.

The first major conclusion that I can now draw is that policy process
feasibility is the only crucial one, and that the other feasibilities might
contribute to the feasibility of implementation but that they are not nec-
essarily essential. The feasibilities are therefore disjunctive. In a pub quiz,
the team that wins might have been the one in which all of the members
contributed to the score, but it might equally well have been the one in
which one knowledgeable member provided all of the answers. In terms of
the subject of this book: If a policy proposal can somehow manage to find
its way through the policy process from idea to implementation, then that
is all that matters. It might do this by a policy community showing how
the proposal meets all of the feasibility criteria, and slowly building politi-
cal support and routes through the policy process; it might be through a
rapid social and economic paradigm shift in which government ministers
find themselves embroiled; or it might be by a political or policy process
accident.

The important practical conclusion to draw is that in whatever way
implementation finally occurs—apart from via an Iran-style policy
accident—doing the hard work on proving the different feasibilities will be
seen to have contributed to implementation and to the success of imple-
mentation. When a political accident occurs, or a paradigm shift comes
rapidly over the horizon, to have available a Citizen’s Income scheme
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that has already been through the kind of feasibility testing that we have
attempted in this book will be quite important.

10.5 ONE STEP AT A TIME?

A second major conclusion that I can draw is that it would be feasible to
implement a Citizen’s Income scheme one step at a time: either via a vari-
ety of policy changes that we might regard as steps along the way (such
as the individualization of benefits, the implementation of a Participation
Income, or the reduction of means-tested benefit withdrawal rates), or
one age group at a time.

The policy process is complex: no policy-making individual or institu-
tion can hope to understand all of the possible effects of a policy change,
non-incremental policy options are always difficult to evaluate, and there-
fore governments understandably prefer incremental change to major sys-
temic change. The history of policy-making is one of incremental trial
and error in which policymakers study ‘successive limited comparisons’
in order to choose successive and often disjointed small shifts from the
status quo. They ‘muddle through’, rather than undertake comprehensive
rational policy reviews.?’ Given the practical constraints within which poli-
cymakers have to operate, this is an entirely rational approach.

Given that policy process feasibility is the crucial feasibility, and that
the policy process is generally incremental, the most useful next step
for Citizen’s Income research in the UK might be to undertake thor-
ough evaluations of the Citizen’s Incomes for children and young adults
described in Chap. 4. This would fulfil Majone’s condition that

in the very short run politicians, bureaucrats, interest groups, and pri-
vate citizens must act within the rules defined by the existing institutional
framework?":

but he goes on to add:
In the longer run, however, the rules of the policy game can and do change.
Policy actors not only pursue their goals within the limits set by the existing

framework; they also strive to change those limits in their favour.??

So in the process of implementing steps along the way to a genuine Citizen’s
Income, it is essential that the goal of implementing an unconditional and
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nonwithdrawable income for every citizen should remain at the heart of the
policy process, as it is that goal that will give momentum and shape to the
process. As David Purdy puts it:

The most realistic prospect for the [ Citizen’s Income ] project is a slow, patient,
positional struggle rather than a fast-moving war of maneuver. Its strongest
asset in this long haul is the optimistic and expansive view of the future which
it brings to bear on the dismal and pressing problems of the present.??

So research on the feasibility of establishing Citizen’s Incomes for every
member of a population should never be neglected. A situation might
arise in which a government is seeking a major new direction for tax and
benefits policy, because a party’s election manifesto has promised that,
because the status quo is looking unsustainable and all that incremental
change is achieving is yet more problems, or because a new government
can only obtain a parliamentary majority if it forms a coalition with minor
parties committed to implementing a Citizen’s Income scheme.?* In the
UK, scheme B in Chap. 3 would be feasible, and could be implemented
almost overnight if required. Further research on scheme B and similar
schemes could therefore be highly relevant.

At the same time, research on longer-term options for more substantial
Citizen’s Incomes ought not to be neglected. Our societies and econo-
mies will continue to change, and might change even faster than they do
now. The only option for the maintenance of houschold incomes might
one day be a Citizen’s Income sufficient to enable every individual to
engage in every aspect of the life of society, and we might need new fund-
ing methods to achieve that.

We shall therefore continue to need a wide diversity of research and
debate on the feasibility of Citizen’s Income. My hope is that this book will
have contributed in some small way to stimulating that research and debate.
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