David Purdy, "Citizenship, Basic Income and the State", New
Left Review #208, November-December 1994, pp.30-48

Citizenship, Basic Income and the
State

Proposals for root-and-branch reform of the welfare state are not the
prerogative of the radical Right. In recent years, the Left too rmm been
rethinking its approach to social policy. One idea, in particular, .rwm mn_N.& the
imagination of radical libertarians, liberal socialists, socially minded liberals
and communitarian critics of liberal individualism. Under a system of taxes
and transfers which has come to be known as Citigens’ Income (1), the state
would issue recurrent cash grants to all its citizens, each in his or her own
right, without imposing any means test or work Rm&anan.ﬁ. The m.n_u»R
prompted by this proposal has been stimulating and searching, and in the
belief that the issues raised deserve a wider audience, this essay surveys the
state of the art.

To set the scene, I comment first on the current crisis of the welfare state and
summarize two rival designs for a new social settlement: the neo-liberal

vision of individual self-reliance in a residual welfare state; and the idea of
reorganizing the work—-income nexus around Citizens’ Income.

In any new field of enquiry it takes time to agree on terminology, and
many people use the terms ‘Citizens’ Income’, ‘Basic Income’, ‘Universal
Grant’ and ‘Social Dividend’ as if they were synonyms. In the interests of
clarity, I shall use different words to mean different things. The semantics
of social transfers are discussed in section 2, where I distinguish the main
general types of social transfer system and clarify the meaning of
citizenship. In section 3, I further distinguish between the general
principle of unconditional transfer payments and the narrower concept of
a Basic Income (B1) linked to some conception of subsistence.

ciis a field of debate, rather than a settled programme. An analogy might
be the distinction between the concept of proportional representation as
an abstract ideal and the various alternative voting systems which attempt
to put it into effect. In section 4, I comment on two open, but vital issues:
the appropriate balance between public goods and marketed commodities
in meeting any given standard of subsistence; and the finance and
management of a ci system. Throughout sections 3 and 4, three questions
recur: Is Basic Income morally justifiable? Would it be economically
viable? And would it be politically feasible? In section 5, I argue that in
practice these three questions are interrelated, and that the transition toa
‘Basic Income Democracy’ is unlikely to succeed, or even begin, without
the support of a broad social and political alliance.

No one should underestimate the problems of alliance-building in an age
when the labour movement has ceased to be the ‘natural’ motor of social
progress. Nevertheless, there are at least two moderately favourable
precedents for a project which would end ‘wage-slavery’ without ending
capitalism: the development of social insurance schemes; and the rise of
Keynesian social democracy. Having examined these precedents, |
suggest that the rudiments of an alliance for social citizenship already exist
in the advanced capitalist democracies. But if this embryonic consensus is
to flourish, supporters of Basic Income must engage with mainstream
politics and bring their long-range vision to bear on the pressing
problems of the present.

1. The Future of the Welfare State: Two Visions

Whatever their underlying rationale, in one way or another all welfare
states affect the distribution of social advantages and disadvantages, both
among persons and over each person’s life cycle. In so far as social policy
seeks to promote some conception of social justice, it is concerned with
questions of interpersonal distribution. Nevertheless, in considering
whether any given arrangement is just, it will often make more sense to
adopt a lifelong perspective than to rely on a snapshot taken at a single
point in time.

In what follows, I focus on social transfers, as distinct from the other main
branches of social policy: social services, such as public education and
health care; and the various forms of social regulation, such as anti-
discrimination laws, statutory minimum wages and the framework of
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industrial relations. It is, however, important to bear in mind the wider
remit of social policy and to recognize the interdependence between social
policy and economic performance. Clearly, any state’s capacity to finance
recurrent expenditure, whether on transfers or on services, varies in the
short run with the business cycle, and in the longer run with the rate of
economic growth. Conversely, the characteristics of social transfer
systems may affect the stability and dynamism of the economy. It is also
important, in assessing proposals for reform, to take account of the
overall design of social policy. There are different views about the best
way to classify welfare states, but all comparative studies agree that the
mere presence of a given type of social transfer in a given state matters less
than the values, assumptions, commitments and institutions which, taken
together, determine the character of that state’s social policy reginie.

Over the past two decades, all welfare states have been weakened by
declining economic growth, rising unemployment, advancing commodi-
fication and diminishing social cohesion, and all now face serious
problems of effectiveness, cost and legitimacy. In order to concentrate on
radical alternatives to the status quo, 1 shall assume that no amount of
tinkering can resolve these problems and that established social policy
regimes stand in need of wholesale reconstruction. There are two
diametrically opposed visions of the way forward.'

The first is inspired by the philosophy of neo-liberalism, which has its
roots in classical liberal thought, but came to prominence in the 1960s and
19705 when it began to displace Keynesian social democracy as the
dominant paradigm of economic and social policy. Believing the very
concept of a social right to be dangerously misguided, and seizing on the
surge in government borrowing induced by the recent recession, nco-
liberals now argue that society can no longer afford the welfare state.
Indecd, to the extent that jobholders regard taxes as a burden, would
prefer to make their own pension and insurance arrangements, and
respond positively to market incentives, it can be argued that radical
surgery on social security will actually enhance the performance of the
economy. Thus, whether on the grounds that the welfare state absorbs
too large a share of Gpp, or in the _un:nm_ﬁ—.un a leaner alternative will
augment Gpp, neo-liberals seek to eradicate universal benefits, privatize
social insurance and target social assistance strictly according to need.

Under the new regime, everyone who is not too old, too young, too sick
or too disabled will be encouraged to participate in the labour market.
Paid employees will be responsible for insuring themselves and their
dependants against temporary or permanent loss of earnings as a result of
industrial injury, sickness, unemployment and old age. At the same time,
the role of government is not so much to disengage from social policy as

' The Borrie Commission report Social Justice: Strategies for National Renewal,
published as this article went to press, combines elements of both visions:
selectivity and social citizenship, self-help and collective action, market freedom
and solidarity, competitiveness and full employment. It aspires towards the
Nordic model of welfare capitalism, which was damaged but not destroyed by the
crisis of the early 19gos. Despite the weakness of its policy recommendations, any
serious pursuit of this option would expand the horizon of social possibility, thus
bringing Citizens’ Income also into the field of view.

to redirect its cfforts towards eliminating welfare dependency, promoting
self-reliance, upgrading skills, commodifying the labour market and
providing means-tested transfers of last resort for ‘genuine’ market
casualties and ‘incorrigible’ social misfits.

Whilst the immediate pressure for reform is financial, there is more to the
neo-liberal project than an obsession with balancing the budget. Despite
repeated retrenchment, the welfare state survives as a tattered, but
symbolic remnant of Keynesian social democracy. Until this »:oB.»E is
removed, the market revolution of the 1980s will remain incomplete.
Social policy must in any case move with the times. Moral panic is hdrdly
an 2_.2_5.8 response to the growth in the numbers of working mothers
and single parents; and governments which champion ‘family values’, but
are »_.wc anxious to bolster the work ethic and contain the costs of social
security, arc impelled to develop a less hands-off and more coherent
nm_::m_n__ to family policy. Global market forces point in the same
.._:aﬂ_c:. Governments cannot hope to meet the challenge of free trade

mobile capital and Fast Asian dynamism if their only weapons are tax eEw
and deregulation. The task of redesigning social policy and enforcing
market discipline calls for active innovation and close attention to detail.

.;n rival vision of the future is no less ambitious and no less concerned
.i:_._ personal freedom. But it appeals to widely held notions of social
justice and sceks to reinvent the concept of m:n.u_‘n:_wn:mr:r Itis a vision
which has yet to find a doughty champion. Nevertheless, since it draws on
both liberal and socialist traditions of thought, and since it rests on values
to which large numbers of people in our society would assent—at least 2,‘
reflection, if not without question-—it could, in time and if correctly
handled, win the support of a broad social and political coalition.

>.~ q.__m. heart of this attempt to reformulate and revitalize the social rights
of n._:xc:,ﬁ_:_u is the idea of Citizens’ Income. c1 differs from all existing
social transfers in that it is payable:

_v to individuals rather than families or households;

E irrespective of income from other sources;

iii) without requiring any past or present work performance, or any test
of willingness to seek paid work or accept jobs if they arc :‘.ﬁnnnﬁ_,

Other types of social transfer differ in the degree to which these distinctive
features of c1 are absent. Nevertheless, they are all strongly conditional
and rw:na fall well short of a genuine Citizens’ Income. At the same time
there is no reason why c1 must stand alone. It could easily be noBE:nL
with other, conditional social transfers such as unemployment benefit or
state retirement pensions. In the long run, most proponents of Citizens’
Income would like to move towards a pure c1 system. But for the
foresecable future, as we shall see, this is likely to remain a somewhat
visionary ideal.

2. Social Transfer Systems

T'o clarify the distinctive features of Citizens’ Income, the principal tvpes
of social transfer system are classificd in the accompanying &»mSB..
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Social transfers may be direct or indirect. Often known as the .Emw_nz
welfare state’, indirect transfers come in two main forms: so-called . tdx
expenditures’, provided by way of personal tax n_._oéusnnm and tax reliefs;
" and those producer subsidies which are chiefly intended to support the
incomes of specific groups of employers »:a workers, and of i—.._nT the
best known examples are agricultural price support and deficiency

payment schemes.

Direct transfers can be divided into three main classes: contributory social
insurance; means-tested social assistance; and categorical entitlements.
The latter, as their name suggests, are neither contributory, means-tested
nor work-tested, but payable without further ado to everyone who
belongs to the relevant social category. The best known, and indeed the
only, contemporary example is Child Benefit. This is a recurrent cash
grant payable directly to each child’s primary carer from the moment the
child is born up to whatever age society regards as marking the end of
childhood and the beginning of young adulthood. Categorical transfers
of this kind are best described as ‘demogrants’ to distinguish them from
universal gramts: that is, unconditional income-entitlements payable
without exception to all citizens.

Universal grants are not merely permitted, but mandated by several quite
different social philosophies. In the diagram, 1 distinguish between
libertarianism, communitarianism and liberal-socialism.? Libertarians
appeal to some version of the classical liberal doctrine of property
ownership. According to this, we all have inalienable rights over our own
bodies and are entitled to appropriate both natural resources and objects
which we ourselves have produced, provided we respect the similar rights
of others. This crucial proviso sets a limit to the legitimate scope of
private appropriation. Within the radical democratic strand of the liberal
tradition, two forms of private property have commonly been held to
exceed the limit: inherited wealth and that part of the value of land which
is not due to improvements made or paid for by its current owners. On
this view, the state would be justified in taxing such holdings and
redividing the proceeds by means of a universal grant.}

The grant need not take the form of a recurrent transfer: it could consist of
a lump sum payable to each individual at birth. From a purely formal
point of view, there is nothing to choose between these alternatives, since
any prospective income stream can be converted into an equivalent
capital sum at a suitable rate of discount. If anything, a consistent
libertarian should opt for endowments rather than grants on the grounds
that a large initial capital transfer would give individuals more freedom of
choice than a small grant delivered at regular intervals. If some people
subsequently lose their patrimony as a result of fecklessness, poor
investment strategy or sheer bad luck, this would be unfortunate, but not
unjust. Of course, if losers had no other means of support, they would

* The cthical arguments for Citizens’ Incomc are comprehensively discussed in P.
Van Parijs, ed., ~Arguing for Basic Income, Verso, London 1992.

Y H. Steiner, in “Three Just Taxes’, Arguing for Basic Income, argues that in so far as
genetic endowments give rise to differential abilities, which in turn attract
differential rewards, they constitute a third intrinsically inalienable, but legitima-
tely taxable form of private property. Apart from the huge conceptual and
computational problems of implementing a ‘tax on genes’, not to mention the
political storm it would provoke, it is not clear whether the state would be
justified in taxing people who were blessed with such ‘natural’ assets as a cheerful
disposition, in order to compensate ‘natural’ melancholics. This is no mere
quibble. It highlights the problem of the ‘currency’ of distributive justice. When
we speak of redistributing social benefits and burdens, what is it that we are
seeking to redistribute? It is because 1 want to keep this question open, that | use
the catch-all term ‘social advantages and disadvantages’.



have to turn to family, charity or crime. This suggests that it might, after
all, be better to treat distributive justice as a lifelong issue rather than as
something to be settled at birth. '

Communitarians claim that being 2 member of society is like being a
shareholder in a productive enterprise. If this analogy holds good, it may
be that all citizens are entitled to share the usufruct of those productive
resources which are the common property of society as a c}o_n.. 1 say
‘may’, not ‘must’, because additional v_damwmom are needed to justify
distributing the ‘social dividend” as a ::22@»_ grant, rather than
devoting it to some collective use. The most obvious setting for m:nr an
arrangement would be a socialist state where all or Bomn.n»v:». and
natural resources are publicly owned. This point was :on.nn_ €:T .uc?.oﬁ._
by writers as diverse as Bertrand Russell, an unsparing critic of the
collectivist state; G.D.H. Cole, admirer of William Morris, theoretician of
Guild Socialism and organic intellectual of the British labour movement;
and Oskar Lange, orthodox Marxist and enthusiast for nn::s._ planning,
who used the concepts and methods of neo-classical economics to rebut
the contention of von Mises, Hayek and others that ‘rational’ resource
allocation would be impossible in a socialist state.*

Social dividends are not, however, tied to the framework of a v_u.:.-..nn_
economy. It could, for example, be argued that some of the m»n___:w.m
which contribute to human well-being are intrinsically nOBB::.»_ in
character: notably, the social division of labour and the legacy of science
and culture which each new generation inherits from its predecessors.
Thus, a cooperationist or providential case might v,n made for
distributing some portion of the social product as a .::«”nnmu_ grant.
Alternatively, Meade has proposed what he callsa uﬁ”nB.Om topsy-turvy
nationalization”. In his imaginary state of ‘Agathotopia’ competitive
market forces continue to govern the allocation of resources, but the state
gradually acquires a non-controlling share in u: quoted companies.
Instead of borrowing funds to finance this holding, the state runs a
(cyclically adjusted) budget surplus which _m.c.wnm pay off the National
Debt and accumulate a ‘National Asset’. Dividends on the >mmnn. are
distributed to all citizen-shareholders according to some predetermined
formula.’

Both the libertarian case for a ‘birthright’ grant and those 835:::»:»:
arguments for a social dividend which depend on working out the
productivity of intrinsically communal assets, face severe conceptual
problems. For one thing, there are different views .uvog how to define
and measure the social product. Marketed noiawm_:nw can be valued at
prevailing market prices, and non-marketed public goods may be valued

4 Bertrand Russell, Roads to Freedom, London 1918; G.D.H. ﬂc_o. The w:,::.\v? of
Economic Planning, London 1935; Oskar Lange, The Economic Theory of .,.E‘R\N.hsm
Minneapolis 1938. For entertaining accounts cm. these and other r..%o:.m»
precursors of Citizens’ Income, see three publications 3.?. Van .H:o.n Who
Framed Social Dividend? A Tale of the Unexpected, Universitaire mnn.c_.o:n: St-
Ignatius, Report 89/23, Antwerp 1989; ‘State Bonus' or mn:??wass. in S« .\_h« e\.
Reconstraction, Report 91[260, 19913 and James Meade and His Social Dividends’,
Report 93/288, 1993.

5 J.E. Meade, Agathotopia, Aberdeen 1989.
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at their monetized costs of production. But private goods and services
produced outside the cash nexus—including, notably, unpaid care
provided within the family and public services performed by volun-
teers—are simply not counted at all; while procedures for dealing with so-
called *externalities’, such as environmental damage or cultural degrada-
tion, arc haphazard. And whatever the framework of social accounting,
attempts to estimate how much each separately identified ‘factor of
production’ contributes to the social product are fraught with difficulty
given that the process of social reproduction requires the joint and
simultaneous action of a vast array of material resources and cultural
facilities. Moreover, claims of natural right or shared entitlement
presumably apply to all human beings from now to eternity, regardless of
geopolitical divisions. But if the relevant moral community is humanity as
a whole, it is impossible to justify the introduction of a universal grant in
one state on libertarian or communitarian grounds alone.

A Liberal-Socialist Consensus

None of these problems affects the third case for universal grants. Liberal-
socialism does not require any analysis of ‘factor productivity’. Nor does
it depend on any perfect standard of distributive justice, though it does
seek to establish what might be called a justice-sccking state. What is
more, liberal-socialism applies to any kind of settled political community,

from a unitary world state to polities of the more familiar, geographically
bounded kind.

The hyphenated term ‘liberal-socialism’ seems the best way to character-
ize an emergent fusion of two traditions which have dominated political
thought since the French Revolution. Historically, liberals and socialists
have more often been enemies than allies. Recently, however, a certain
convergence has occurred. Socialists who are critical of classical
liberalism, but care about personal liberty, have begun to overlap with
liberals who are critical of classical socialism, but care about social justice.
From this standpoint, it can be argued that universal grants offer the best
way to renovate the social rights of citizenship and bring considerations
of social justice and questions of economic policy into a common frame of
reference. Exactly what this might involve is taken up later in connection

" with the finance and management of a c1 system. For the moment, it

suffices to say that the aim of liberal-socialism is not to devise a definitive
and comprehensive scheme of social justice which, once achieved, is then
preserved forever. In a free, self-governing society, subject to technologi-
cal and economic change, it is impossible to freeze the pattern of
distribution in this way. Rather, the point of Citizens’ Income is to create a
conspicuous public framework for handling sectional conflicts over the
distribution of income, work and power.

It is important to stress the differences between libertarian, communitar-
ian and liberal-socialist principles, as well as the fact that they all entail a
commitment to some form of universal grant. The reason becomes clear if
one considers the history of social insurance. From Bismarck to
Beveridge, reforming governments gradually extended the scope and
coverage of social insurance until it became welfare capitalism’s primary,
system of income protection. The resulting schemes were nationwide,
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