Economic security for all in Canada?

Insights from the debates on a guaranteed basic income

By Yannick Vanderborght

Editor's Note:

This article is based partly on a presentation given at a
Conference on Economic Security at the University of Regina
in June 2007. It draws also on a book Yannick Vanderborght
co-authored with Philippe Van Parijs entitles L'aliocation
universell (Paris, Decouverte, 2005). An expanded English
version of thiz book will be published in 2008 by Harvard
University Press.

TRANSITION is grateful to Dr. Vanderborght for per-
mission to prezent our readers this seminal paper on income
security and its implications for Saskatchewan.

The interpolated comments are excerpted (with permis-
sion) from David Nelson's article, "The Problem of Income
Security" (TRANSITION Fall 2006, pp. 106-107).

Introduction

Since the late 1960s, Canada has been a forerunner in
discussions on economic security. Through numerous
official reports and academic publications, but also
through the action of several groups ranging from
trade unions to small associations, innovative propos-
alg have been debated. Among these proposals, the
most controversial might be the idea of giving all
Canadians the right to an unconditional and universal
"basic income." In December 2000, it resurfaced once
again on the front pages of Canada's main newspa-
pers, as some sources indicated that Premier Jean
Chrétien wanted to "leave his mark with cradle-to-
grave program ol guaranteed annual income."! The
trial balloon was quickly shot down, but remains sig-
nificant as part of a debate which never really disap-
peared from the agenda of social policy reform since
the 1960s. In the Spring of 2007, the National Anti
Poverty Organization (NAPQO) decided to launch a cam-
paign on a so-called "Guaranteed Adequate Income,"?

thus ftting in with a long tradition of discussion of

this idea.

Why would basic income represent a good way to
ensure economic security for all in Canada? Why
would it be superior, in terms of social justice, to exist-
ing targeted schemes? How should it be implemented?
Several important issues are raised by this proposal,
and the purpose of this introductory paper i to give
the reader a few tools to get a better grasp on the dis-
cussion, and form his own conviction. From the outset,

1 Ottawa Citizen, Decermnber 8, 2000
2 See for instance Rob Rainer, ‘Rebuilding Canada's Social Safety
MNet: A Role for Guaranteed Income; MAPO News, Spring, 2007

it 1s important to stress that I do not consider basic
mncome as being a magic bullet. But I see it a 1
component of any coherent strategy to improve eco-
nomic security.

i€ eruaca

1. AN OLD IDEA

By umiversal basic income, I mean an income paid by
a political community fo all its members, on an indi-
vidual basis, without means test or work requirement.
This proposal has germinated independently in the
minds of many people living at different times and in
different places, and it has been given various labels.
In the United Kingdom, for instance, one generally
refers to a “citizen's income.” In many countries the
expression “basic income” 1s used, in English but also
in German (grundeinkormmen) or Dutch (basisinkomen ).
In this respect Canadians are somewhatl eccentrie,
since throughout history the expression used was
“gpuaranteed minmimum income” or, more often, “guar-
anteed annual income.” One of the first academic
papers advocating the introduction of a basic income 1n
Canada was significantly entitled “A guaranteed
income for Canadians.”™

Income security: "Work for those
who can, security for those who can't.”
-- David Nelson

Such a basic income 1s different {from current
mechanisms of social assistance which provide basic
economic securily in a conventional sense, such as the
social assistance programs implemented in various
Canadian provinces, It actually differs from these min-
imum income schemes in three crucial ways.
Conventional schemes are always restricted to the
poorest (means-test), they take into account the fami-
ly situation of the recipient, and are most of the time
conditional, for instance through a work requirement.
This last feature means that responsibilities are close-
ly connected to rights. A good example can be found in
the Saskatchewan's Social Assistance Handbook,
which includes a section on “Your rights™ directly fol-
lowed by a section devoted to “Your responsibilities
In contrast, a basic income is granted to all, rich and
poor, on an individual basis, without any requirement.

3 CUTT, James (1968), A Guarantesd incaome for Canadians, Taronto,
The Cntaric Woodsworth Memaorial Foundation, 1968,

4 Government of Saskatchewan (2007), Social Assistance Handbook,
Regina: Saskatchewan Community Resources
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Income supports for disabled and multiple-barri-
ered, vulnerable persons will provide supports in
the following basic manner:

- They should give persons an adequate
basic amount of monies while they try to find
work.

- They should give extra monies to persons
who try to do things to help them get back to
work as a financial incentive.

- They will give more monies to persons who
are assessed as not being able to presently
wark at all due to disahility or other multiple bar-
riers.

- Allowing persons to do some part-time
work without losing benefits is critical to support-
ing persons with disability and multiple barriers.
The amount allowed before clawback should be
at least twice the current amount. and more if
possible, to provide meaningful incentive.

- "Work" needs to be broadly defined includ-
ing volunteer work, as all "work” helps people
learn the skills, which may allow them to partici-
pate.

-- David Nelson

The 1dea 15 far from being new. Since the XVIIIth cen-

tury, various thinkers have advocated the idea of

equal ownership of the earth, i.e. that every human
has the right to be owner of a plot of land, be it a very
modest one. Thomas Paine, for instance, argued that
the earth 1s the common property of manlkind. Since
some have appropriated parts of it, the worst-off, those
who have no property, should be compensated by an

income by right of some sort. Thanks to the research of

devoted historians, we now know that the English rad-
1cal Thomas Spence (1750-1814) 15 probably the first to
have regarded this idea of the earth as common prop-
erty as the justification for a regular income under the
form of what we call today a "basic income."d

This hne of argument has actually been used to
justify the introduction of the only existing basic
mcome, even if it was without any explicit reference to
ethical 1ssues raised by Paine and Spence. The only
genuine basic income introduced to date has been
mmplemented in the State of Alaska (USA). In the mmd

51n a pamphlet published in London in 1797, and entitled The rghts
of chidren. One of the other first proponents of basic income was a
Belgian thinker, Joseph Charlier {1816-1896).

1970s, Governor Jay Hammond suggested setting up a
fund to ensure that the wealth generated by the
exploitation of 01l 1in the State would be preserved for
future generations, but also that part of it would be
redistributed among all ecitizens. Since implementa-
tion of the programme in 1982, every resident in
Alaska has received a uniform dividend every year.
This dividend almost reached 2000USS in 2000 (1100
USS in 2006).6

Even if Alaska might seem to be a very special
case, 1t remains interesting because of this connection
with the first ethical justification of basic income,
namely the idea of "common ownership of the natural
resources.” But it 1s also worth looking at because it
might inspire governments in provinces hke Alberta
and Saskatchewan in Canada, facing high poverty
rates but with abundant natural resources at their dis-
posal. Note that the Alaskan Dividend 1s also current-
lv used as an example of what should be done to
ensure economic securityv in countries facing more
mmportant challenges, like contemporary Irag.
Interestingly, one of the main advocates of workfare in
the Us, Republican candidate Tommy Thompson, has
recently endorsed a basic income in this context.”

2. MORE EFFICIENT?

Would such a basic income perform better, in terms of
economic security, than existing schemes like the
social assistance programs implemented to date in
Canada? To most of us it seems quite obvious that a
minimum income of the conventional tvpe, strictly tar-
geting the poorest and involving a work requirement is
far more effective against poverty. After all, a basic
mcome seems to waste valuable tax revenues by dis-
tributing equally among all what some do not need in
the least.

This is the conclusion many arrive at, even the
most well-meaning., For instance a French official
report, published by a sociahist-led government in
2000, included a whole section devoled to basic
income, but rejected it for the following reason: “if
makes no sense, from the perspective of economics, fo
give an income lo everyone, since some do not need if."™8
Advoeates of basic income believe these lkand of conclu-

8 For further information, see http:www. pfd state ak.us/

T See hitpiwww tommy2008. comMWar_COn_Terroraspx

8 BELORGEY, Jean-Michel (Ed.) (2000), Minima Socfaux, Revenus
Dractivite, precarnite, Paris : Commissariat General Du Plan -- La docu-
mentation Frangaise, pp. 110-111.
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sions are based on a short-sighted view of poverty and
an a naive conception of what constitutes the cost of an
anti-poverty program. “From the perspective of eco-
nomics,” one could even add that basic income has
been advocated by prominent economists, including
several Nobel prize-winners.?

Of course 1t 1s feasible to inance a basic income
oul of pure “digtribution” in countries (or provinces)
with expensive resources al their disposal, But most
detailed scenarios for implementing a basic income
imply an adjustment in the way in which the tax sys-
tem 1s structured. The introduction of basie income
would, for instance, go hand in hand with the suppres-
sion or reduetion of some existing programs, of several
exemptions and deductions thal have regressive
offects, but it could also be linked with an increase in
marginal taxation for higher income groups. It 1s
important to keep 1 mind that it is not because bhoth
rich and poor receive ¢ basic income that implemenie-
tion of a basic income would amount to malking the rich
richer. The richest would have to finance, in addition
to what they already finance, both their own basic
income and a considerable portion of the basie income
of the poorest,

Why would 1L be more efficient? Some think that
targeted schemes are better tools to ensure economic
security. In faet the so-called “liberal countries.” like
the US or the UK, but also - to some extent - Canada
and Australia, rely ve much on fargelting: benefits
are targeted at the poor, 1.e. the worst-off are the tar-
get of specific anti-poverty programs. These schemes
seem to follow the logic of Robin Hood: taking from the
rich to give to the peor. But when looking al compara-
tive data, a real paradox appears. The most egalitari-
an countries, namely Scandinavian countries, rely
very much on universal programmes, i.e. programmes
that are accessible to all, irrespective of their income,
occupation or social position (e.g. universal child bene-
fits), It means that in these countries the State trans-
fers money to the poor and to the rich. And vet they

perform better in terms of maxirmin (maximization of

the minimum), i.e. in terms of reduction of inequalities
and reduction of poverty.

9 Think of James Tobin, James Meades, Herbert Simaon, Jan Tinkergen,
and Milten Frisciman.

19 KORPI, Walter & PALME, Joakim (19981, ‘The Faradox of
Redistribution and Strategies of Equality: Welfare State Institutions,
Inequality, and Foverty in the Western Countries,” American
Sociological Review, 63 (5), pp. 661-867

The only genuine basic income
introduced to date has been
implemented in ... Alaska.
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Henry Peters

Swedish regearchers have called this the paradox
of redistribution. !V There are at least two complemen-
tary ways to explain this paradox.

1) First, there are important practical difficulties
implied by the very idea of targeting. To Larget bene-
fits at the poor, one need to know who is poor, and this
is far from being an easy task. Mosl targeted pro-
grammes rely on two types of tests to get a clear pic-
ture of who is to be counted as poor: the ineome-test
and, more broadly, the means-test. In other words, one
needs to control the individual income, as well as other
means such as income of other members of the house-
hold, properties, savings, ete. These controls might
take some time, and more often than not the poor get
to the benefit after a few months, sometimes
years, when it might be too late. In this sense,
» schemes operate ex post, on the basis of a prior
teven if approximate ) assessment of the beneficiaries'
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income. But ex post might be too late for the poor. All
universal programmes operate ex anfe, hence ensuring
real income security for all.

Omn top of that the poor do not always know what
their rights are. Thev do not necessarily have the
social capital needed to get the information that might
be required to pass the tests. By contrast, it 1s much
easier to get access to a universal programme such as
a universal child benefit. Some targeted redistributive
programs in provinces like Saskatchewan have take-
up rates of approximately 50%, meaning that another
50% of recipients do nof actually get the benefit.1! In
the case of the American Farned Income Tax Credit
(EITC), a significant proportion of the working poor
pay experts to fill in the forms required to pass the
test. “The trouble is, getting money costs money,”
David Shipler argues. “|Most low-wage workers| are so
desperate for the check that they give up a precious
$100 or so to get everything done quickly and correct-
ly."12 These kind of practical difficulties led Richard
Titmuss, one of the leading experts in social policy, to
argue that programs for the poor are poor programs,

2) The second way Lo explain the paradox is relat-
ed to the idea of a “poverty trap.” When benefits are
targeted at the poor, they generate traps. Take the
example of targeted child benefits, as they exst in
most lberal countries: only the poor, below a certain
level of income, get the benefit. Again it might look
more efficient against poverty. It 15 not, because this
means that as soon as the recipient gets a job, as soon
as she improves her income, she looses the benefit. In
some cases, when different means-tested benefits are
combined, access Lo emplovment means a marginal tax
rate of 100% or more. People actually loose money
when they get access to the labour market. If one
agrees with the obvious fact that access to employment
ig the best way to combat poverty and ensure economs-
ic securily, as well as social recognition, then some-
thing must be done to spring this trap.

Omne solution might be to have higher mimmum
wage, or lower benefits, even if in hberal countries
such as Canada benefits are already very low. Among
the other solutions, there 18 the option of transforming
targeted schemes into universal schemes. When some-
one receives a universal benefit, she can keep it when

" As was acknowledged by a top civil servant during an Economic
Security Consultation forum held in Regina (SK) on June 8, 2007.

12 SHIPLER, David K. (2004), The Working Poor. Invisible in America,
New York : Vintage Books, p. 15.

getting access to the job market. Obvicously at some
point one starts payving taxes and social contributions
to finance it, but this will only happen ex post.

3. PAY THE LAZY?

Basic income has sometimes been presented, and is
still presented, as the ideal alternafive to full employ-
ment. Some eriticize basie income for this very reason,
because they are afraid that basic income will amount
to “pay the lazy.” As one colummnist of the Toronto Star
commenting the Macdonald Report in 1985 said they
believe “basic income will spawn idleness. But
keeping in mind the “paradox of redistribution™ dis-
cussed above, one can see that to have an effective
right to work, an effective right to a job, it is essential
to have the right to an income. By focusing on the
unemployed, conventional schemes defimtely help
reduce poverty but they also create a genuine trap,
because thev penalize people who manage to find a job.
The earmings people receive for low-qualified jobs are
minor, since they loose the benefit that was given
when they were unemploved.

The introduction of basie income guarantees that
even a poorly paid job can provide people with a high-
er net income than they would have if unemployed. As
people can keep the whole of their basic income,
whether thev work or not, their nancial situation
clearly improves when they have access to employ-
ment. Work really “pavs.” In this sense a basic income
18 nof an alternative to full employment, but it 1s clos-
er to a job subsidy which would be given to the employ-
ee, not to the employver. And this makes a tremendous
difference in terms of real freedom.

Interestingly, it was precisely the main reason
why the Rova! Commission on the Economic Union
and Development  Prospects  for Canada  (the
Maecdonald Commission) in the mid-eighties was advo-
cating the introduction of a so-called “universal income
security programme” (ULSP) In a recent inlerview,
the head of the Commission, Donald Stovel
Macdonald, argued that the main issue, during the
discussions on Economie security within the Commis-
sion, wag precisely the question of the “working poor,”
“the number of people who wanted to work but who
were punished by the structure of the support svstem.”
According to Macdonald, the UISP was “representing

=

13 JONES, Frank, ‘Basic income will spawn idleness’, The Toronto
Star, Sept. 9, 1985,
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