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Chapter 66

The Lack of Political Support for 
an Income by Right

Bill Cavala and Aaron Wildavsky
Excerpts from Wildavsky, A. with Cavala, B. (1970). The Political Feasibility  
of Income by Right. Reprinted in A. Wildavsky (2003). The Revolt Against 

the Masses and Other Essays on Politics and Public Policy.
 Transaction Publishers, New Brunswick, NJ, pp. 71Ð102.

Our task is to determine the political feasibility of those public policies which would give 
poor people income as a right. Such a task involves little more than outlining the steps 
(or, in our case, the major step) through which any policy must necessarily pass, while 
providing an assessment of the chances of passage. This type of analysis provides informa-
tion about the nature and strengths of obstacles that stand in the way of a new proposal. 
It offers counsel to the proponents of a policy, providing them with a set of its predicted 
strengths and weaknesses to emphasize or modify. The utility of this approach is, of course, 
founded on several assumptions, the most basic of which is the belief that the political 
process will continue to function much the same as it has in the past.

If this perspective is accepted, then our task becomes all too simple. Income policies 
are not politically feasible because few people want them. Why? Policies that provide 
people with unearned income run counter to widely held and deeply felt American values 
such as achievement, work, and equality of opportunity. The large tax increase or drastic 
reallocation of public funds required to guarantee income has few supporters. Labor 
unions fear that a Guaranteed Income would render them superßuous. Militant black 
leaders take the same position for a similar reason. Income policies are not serious subjects 
for discussion in Congress. Those who do care about them are trying to Þnd ways to put 
them on the agenda of those issues safe to discuss.

In view of the high cost of failure, proponents of income maintenance have an obligation 
to take a hard look at the argument that it will both improve the lot of the poor and 
increase support for existing political institutions. For while advertising income mainte-
nance as the panacea for violence1 may well make it a more ÒfeasibleÓ policy, if the adver-
tisement proves false the ultimate price of that feasibility may be paid in the coin of more 
expectations crushed, more hostility, and less opportunity for future success. We discuss 
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A. Wildavsky, The Revolt Against the Masses and Other Essays on Politics and Public Policy. Transaction 
Publishers, New Brunswick, NJ, pp. 71! 102 (with cuts). Reprinted with permission of Transaction Publishers.
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the relationship between Guaranteed Income and violence, and ask whether bloc grants 
to states and cities might be more efficacious in lessening the resort to force.

Lack of Support in Congress2

If the strongest arguments for income plans are the arguments against our present system 
of public assistance, an initial optimism is justified. There is high awareness of the failures 
of the present system among members of the 91st Congress.3 Almost every member has 
a personal atrocity story dealing with the failure of the poverty program and welfare system 
in his state or district. All were aware of the disincentives now built into our public assist-
ance programs. With only a single exception, they agreed that the present approaches to 
the problems of poverty are not working now and would probably not work in the future. 
Fertile soil, it would appear, for the income-maintenance arguments. But rejection of 
present welfare policies has not yet been transformed into acceptance of income by right.

Most of the members of Congress we interviewed4 did not understand what was meant 
by any of the terms commonly used to describe income by right. After a short explication 
by the interviewer, however, they did not lack for opinions. Congressmen typically would 
say, “No, absolutely not, you just can’t give people money, you have to leave them some 
sense of self-respect.” Others would speak of “something for nothing” or the “work ethic” 
to explain why they or their constituents were opposed. As soon as the idea became clear, 
they immediately made a connection with socialism planning, and other disagreeable 
things. “Whatever the plan,” one Congressman noted, “if it can be labeled Guaranteed 
Income with any kind of correctness, then it would be defeated.”

Although we thought the Congressmen would be concerned about work incentives, we 
did not realize how persistent and deeply felt these feelings would be. A respected and 
hard-driving Congressman insisted that poverty gives people its own incentive to overcome 
adversity. “I myself,” he said, “would have been a lush if people had paid me not to work.”5 
It was not enough to remind the legislators about the disincentives in the present welfare 
system, for they knew and objected already; their answer, however, was to suggest that the 
welfare system be made more unpleasant. When we pointed out the resultant human deg-
radation, they would acknowledge it but then claim that a Guaranteed Income would only 
worsen the problem: giving away money undermines the pride, responsibility, and motiva-
tion of the recipient. These representatives would seriously argue that they were protecting 
the poor from their own weaknesses by refusing to give them money. They said this, appar-
ently, not out of malice but out of a conviction that men are weak and will take the easy 
path – to their own ruin. Three of the most powerful and respected members of the House 
noted that if they in their poor youth had been given a Guaranteed Income they would 
be “bums” today.

As in society at large, Congressmen who grew up in hard times do not have much sym-
pathy for income policies. They believe that people have to work for their own salvation. 
“If you cut your own wood,” the philosophy of the conservative legislators went, “it warms 
you twice.” That might be true of [working] adults, we said for the sake of argument, but 
what about [dependent] women and kids? The typical answer was consistent with the 
philosophy of earning one’s way: “It’s a fine object lesson for kids, having free money in 
the family. They’re not going to learn responsibility that way.”

High on the list of congressional objections to income proposals (though never men-
tioned before the moral difficulties) was the necessity for a large increase in income taxes. 
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Everyone had the same arguments: we are facing a taxpayers’ revolt; people are unhappy 
with the present system’s cost; redistribution would hurt middle-class incentives; the money 
isn’t available, and so on. The last theme was naturally prevalent among members of the 
House Appropriations Committee. One of them explained, “We really just don’t have 
enough money to fill our needs, let alone our wants,” and he gave the example of a family 
sitting around after dinner, planning what they’d do if they had the money. They’d build 
boats, sail around the world, things of this sort. “But,” he said, “you eventually have to 
get up and wash the dishes and leave those plans among the after-dinner smoke.”

A return to reality meant that a huge tax increase was required. “To get that kind of 
money,” we were told, “you have to have an increase in taxes, and to get the kind of plan 
you want through Congress, it would have to be Presidential initiative. Something that 
big simply couldn’t come from the Congress. There is no Congressman big enough. The 
leadership itself won’t move without a Presidential initiative.” No one we interviewed was 
willing to say that he would ask his constituents to support a substantial tax increase at the 
present time.

Even the most liberal proponents of the plans agreed that the money for income main-
tenance just would not be there (given other needs and demands) unless defense spending 
could be cut. Whether true or not, this is the conviction of the Congress; it means that 
the fight for authorization, and especially for appropriations, will be perceived as an adjunct 
of the fight against military spending. Alternatives (raising taxes, cutting spending in other 
areas) are not considered viable by many members. The argument that income plans could 
be financed out of revenue gained by growth in GNP is not taken seriously: conservatives 
want to have the money before they spend it; liberals feel that most of this money is already 
earmarked for increased defense expenditures.

The Congressmen we interviewed did not believe that their middle- and working-class 
constituents and their union leaders would support income maintenance. Raising the 
minimum wage is a major goal of labor unions, and that would be weakened by any income 
plan. Even if some labor union leaders could be persuaded to support income maintenance, 
the rank and file probably would not, on grounds of equity. Most unions and their 
members will have to change their views on income maintenance before it is a feasible 
policy, and most Congressmen will not take this gamble. “In my state,” one reported, “it 
would be political suicide. My supporters are primarily working-class people; they oppose 
the notion of something for nothing. They tell me they bust their butts over their jobs, 
and they’re not about to have somebody living off the fruits of their energies.” Another 
expressed similar sentiments and ended, “In short, I am extremely pessimistic on almost 
every ground you can imagine, and I myself am not anywhere near convinced that such a 
program is morally defensible, let alone politically feasible.” Rather than asking why most 
Congressmen oppose income maintenance, it might be more instructive to ask why a few 
actually support it.

Support for income maintenance came from Congressmen perceived by their more hesi-
tant colleagues as “safe-seat liberals,” that is, from members of the Democratic Study 
Group (DSG)6 in the House and from a handful of crusaders in the Senate. Characteristi-
cally, they knew only that income maintenance was a liberal issue and that they were liber-
als; ergo, their support was automatic. When queried as to what would be required for 
passage of such a plan, all cited a need for more liberals and fewer conservatives in Congress 
(about 205 more by our count).

Among the members of the Democratic Study Group we interviewed, there was little 
concern with the moral or even the knotty technical issues involved in income maintenance. 
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They would merely repeat what became a familiar litany: the more Democrats the more 
progressives, the more progressives the more support for progressive issues, the more 
progressive issues the better the chance of a Guaranteed Income. There was not even much 
talk about income proposals among DSG members because “everyone knows where each 
other stands.”7 When asked about the chances of passing an income maintenance proposal, 
however, they all give the same answer: “None, zero, absolutely no chance.”

The strategy adopted by these liberals was to introduce vast comprehensive bills covering 
everything from Guaranteed Income to higher education for all to total employment and 
so on. They do not mean to push these measures, however, but merely to introduce them. 
If they were really serious, several members told us, important blocs of voters they need 
for re-election would be mad at them. In addition, party leaders and their fellow Congress-
men would be angry at them for exposing the party to danger without any hope of accom-
plishment. A pro forma introduction of a comprehensive bill, however, had certain virtues 
summed up by a Senator: “It at least presents the issue to the other Senators and gets 
them thinking about it. It tends to be true that when an idea is written up in bill form it 
takes on some kind of legitimacy.8·Also, people looking for a liberal record will probably 
stand up for it, which gives them a stake in defending it in the future when they run for 
re-election.” Yet even Congressmen with the most liberal constituencies would observe 
that income maintenance was not popular with the voters in their districts nor with various 
groups such as labor unions that had provided support for them in the past. Hence their 
support was “nominal and not really very serious.”

Our preinterview guess had been that liberals would favor income plans, that conserva-
tives would oppose them, and that a large body of Congressmen in the middle would have 
no opinion one way or the other. We wanted to determine whether this group could be 
reached by a combination of better information and a proposal modified to take their most 
serious objections into account. What we found, however, was that this “middle group” 
was virtually nonexistent. The moderates were either opposed on moral grounds or fright-
ened by the political consequences of the issue. In order for them to consider supporting 
income maintenance, they felt that three things would be needed: (i) modifications to take 
care of their concern about incentives, equity, and cost; (ii) sufficient support in their own 
constituencies to make the risk worth taking; (iii) strong public support from the President. 
“I’d hate to stand for that issue in 1970,” a legislator insists. “I could do it if it were a 
matter of supporting a Presidential program, but it’s tough to stand alone – they’d crucify 
me.” New York liberals might go around introducing “silly” bills but not the man in the 
middle. “Those boys,” a Congressman said, referring to liberals from safe districts, “they 
don’t have to worry about a thing back home in talking to voters, but for people like me 
– and there are quite a few of us here in the Congress – it’s just too big an issue to stand 
up on alone. If the President was for it, then we could stand up with him.”

Many members of Congress felt that income by right would be a survival issue. It would 
be highly visible in a campaign and would result in the defeat of Congressmen from shaky 
districts. The issue would combine higher taxes, increasing numbers of allegedly lazy bums 
on welfare rolls, and riots and rising crime rates as part of undesirable tendencies in Ameri-
can life. In order to make the income plans sound reasonable, moderate Congressmen 
would need to supply information of a complex sort to the voter. All felt that conservative 
opponents could effectively simplify the issue and provide objections which would imme-
diately be understood and favorably received by the voter. Between those Congressmen 
who shared the views of their constituents that Guaranteed Income was “a payoff for lazi-
ness” and others who considered the political risks too high, the question of political 
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feasibility was uniformly regarded as hopeless for the present. “Right now, it’s not even 
an issue which could be viably discussed.”

So they don’t like income maintenance, they don’t like the present system, and they 
don’t have the money available to do better. Would they do anything about welfare policy? 
Responses to this question did not vary from liberal to conservative: “An honest day’s 
dollar for an honest day’s work.” All favor increased job opportunity but they were vague 
as to what that meant, as to who could work at what level of wages and so on. Some of 
the southern members talked in sentimental terms about the value and discipline of the 
old Works Progress Administration (WPA) and Civilian Conservation Corps (CCC) camps, 
which is how they perceive the notion of the government as the employer of last resort. 
Despite the lack of clarity, job programs were as strongly preferred by members of Congress 
as they are in the general population.

Virtually all Congressmen agreed that “hunger is a problem” and were sympathetic to 
Senator McGovern’s efforts to eliminate hunger. To them this meant that people should 
be given food for survival. Poverty meant real hunger, not inability to have what others 
had. The basic idea, as several Congressmen put it, was that “no one should starve – but 
to be at a better-off level than starvation one should put some element of oneself into 
one’s work.” These Congressmen “. . . don’t mind giving away food, but it shouldn’t be 
steak. People should not be satisfied with living on a food stamp program. I’m sure the 
Agriculture Department could come up with some nutritious food that isn’t too tasty so 
that you’d want to get off it as soon as possible, but that as long as you had to be on it 
then it would keep you alive.” So far as these Congressmen are concerned, all carrot and 
no stick is not going to work.

Specific Political Difficulties

Dignity and bureaucracy

One of the great sel1ing points of income maintenance is its purported superiority over 
the present welfare system. Conservatives are expected to support it because they believe 
it provides the opportunity of dismantling the great welfare bureaucracy. Poor people  
are expected to support it because it substitutes the dignity of “income by right” for the 
degradation of welfare investigations and the “means test.” We must now ask whether  
the proposals that are feasible do in fact provide more dignity and less bureaucracy than 
the welfare system.

The answer appears to be a flat “no.” For one thing, even if new programs were insti-
tuted with a level of appropriations that would make feasible a cutback of present welfare, 
a bureaucracy would still be required. None of the plans, with the exception of Friedman’s 
proposal (Friedman, 1962; 1968), could be administered directly through the existing 
apparatus of the Internal Revenue Service.9 All the plans would involve the elimination of 
state and county welfare machinery; hence a new or expanded national bureaucracy would 
be necessary. The result would be more centralization, not decentralization. Given the 
difficulty of forms, the literacy levels of the recipients, and necessity of quarterly payments 
and estimations of income, the need for bureaucratic assistance is not likely to diminish 
appreciably. If we assume that the elimination of categories and their concomitant stigma 
will make more people eligible for aid and more eligible people willing to apply for it, 
bureaucracy may well increase.
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Let us also ponder the problem of coordination of bureaucracies. Will county social 
workers be administering the federal program? Will the complexities of the new forms 
require as much of their time as the old investigations? Will not the increased numbers of 
recipients also increase the need for casework and counseling? Will we then need more 
social workers, paid by the local government to administer a federal program?

If administrative costs increase or remain the same after adoption of income maintenance, 
the main argument with political appeal to congressional conservatives is lost. Support from 
these men would be improbable at best: prior to authorization it must be demonstrated 
in a clear and convincing way that the size of the bureaucracy will decrease both in cost 
and in numbers. Unfortunately, the only situation in which such a demonstration could 
be made is likely to be one in which the present system of aid is eliminated in favor of  
an income maintenance with low levels of support. This, of course, has the undesirable 
consequence of making large numbers of poor people economically worse off than they 
are now.

From the perspective of the poor, some of the arguments which stress the human advan-
tages of income by right over the present system do make sense. Much of the harassment 
(such as midnight raids) associated with enforcement of degrading rules would be elimi-
nated. There would be no need to spy around for “the man in the house.” But these prob-
lems could also be eliminated through a simple modification of the present system. The real 
argument for income maintenance as a source of dignity is stronger: it purports not simply 
to decrease the indignities of welfare, but promises also to remove the stigma associated with 
poverty. We seriously question whether income maintenance would achieve this crucial 
goal.10 In America the stigma of poverty, after all, lies less in the fact of being poor than in 
the implication that one is lacking in those abilities which are rewarded. The idea of an 
income floor is a step toward modifying this implication. It suggests that the poor are not 
completely responsible for their fate, that they may have lacked a real (as against formal) 
opportunity to participate in our race for gain. But it is a far different thing to say that the 
losers in that race will not starve than it is to say that the race itself is not a worthy one.

Income by right would remove the stigma of being poor only to the extent that it suc-
ceeded in removing the opposite status from being rich, that is, only to the extent that it 
signaled acceptance of the principle of equal result rather than equal opportunity. The 
recognition that equality of result is involved quite naturally leads conservatives to oppose 
income maintenance in principle. But where, in principle, income by right would lead to 
a demand for income leveling that truly would remove the stigma (as well as the fact) of 
poverty, the proposals we are dealing with do not. They do not (at least initially) propose 
an equalization of the distribution of income in the United States. They do not, as a con-
sequence, eliminate the stigma of being a loser in the competitive race which is American 
life. What they offer is, in effect, a consolation prize. The amount of dignity which such a 
prize would salvage is problematical at best.11

But if income-maintenance plans are unable to eliminate the stigma of being poor per 
se, at least they can spare the poor from the indignity and embarrassment of having their 
condition publicly proclaimed. There are moral advantages to a silent check received in 
the privacy of one’s own home with no strings attached as to how you spend it and no 
need to justify to someone how you got it. That is the real strength of the income-
maintenance proposals: it is private and impersonal, not public, personal, and degrading.

The power of this argument, however, is based on the contrast between the theory of 
the proposals and the present practices of the welfare system. We have argued that in 
practice the new proposals would have many of the disabilities of the old. In short, while 
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the benefits of the plans would be invisible and private to the community, the means of 
obtaining those benefits would be visible and public. (Note that if the stigma of poverty 
were really removed by such plans the need for privacy would not be there.) The degrada-
tion of being publicly identified as poor would remain for numbers of recipients. If the 
most onerous features of the present system were eliminated, it might be difficult indeed 
to determine whether categorical assistance or Guaranteed Income served the value of 
dignity the best.

Equity

The political strength of the present system of categorical aid lies in its strict coverage: no 
nonneedy are supposed to be given support. The abhorrence that some people feel at 
giving “something for nothing” may be mitigated by their acceptance of aid to the needy. 
Unfortunately, several of the new plans for Guaranteed Income are unable to maintain this 
political credit. Attempts to fill the “poverty gap” completely while at the same time moving 
toward the idea of income by right tend to produce loose coverage as a necessary 
byproduct.

An income plan with loose coverage would pay money to substantial numbers of middle- 
and low-income wage earners as well as to the defined “poor,” unless an offsetting tax of 
high rate is placed against income earned in addition to the subsidy. While there is still 
widespread sentiment against any form of government aid to the poor, federal policies over 
the past 30 years have accustomed people to the conoept (Mueller, 1965: 215). Income 
plans with loose coverage, however, do not involve simply redistributing income from the 
nonpoor to the poor; they demand a redistribution from the “wealthy” nonpoor to the 
less wealthy nonpoor. Plans which include such leakages could not be defended as aid to 
the needy. Rather, defenders of such plans would have to justify them in terms of argu-
ments for equality of income.

Thus the first liability which “loose” proposals tend to accrue is a conflict with some of 
the widely shared values of Americans. While the concept of equality is an important value 
to mobilize in support of any proposal, it is the notion of equal opportunity rather than 
equality of result which is basic to the American tradition.12 Equality may be used to justify 
removing some of the handicaps which make the opportunity to compete meaningless, but 
equality of result would negate the idea of competition itself and render equality of oppor-
tunity meaningless. Opponents of income plans, we suggest, would be in a much better 
position to use the persuasive value of the tradition of equality. In more concrete terms, 
we must ask whether families of about median income can be expected to sit back while 
poorer families are raised by government subsidy to income levels as high as their own.

The main difficulty with any plan that involves loose coverage, however, lies in the fact 
that it tends to pyramid liabilities. Where ordinarily the opposition of upper-income groups 
who are concerned with their economic interests can be countervailed to some extent by 
an appeal to their moral values, in this case the two would reinforce rather than conflict 
with one another. It is not wise to allow those groups who would oppose income proposals 
on strict economic grounds the additional weapon of ideological purity. From this perspec-
tive, then, the political recommendation would have to be against opting for one of the 
proposals with loose coverage. The vital point is the necessity of separating the concept of 
income maintenance for the poor (which could be rationalized in terms of equal opportu-
nity arguments) from the idea of income redistribution per se (which could not be so 
justified).
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Incentives

The problem of incentives involves deeply felt moral values as well as important economic 
considerations. In form the problem is simple to state: if we are to avoid payments to the 
nonpoor, then as the earned income of the poor rises the amount of the subsidy should 
decline. The question is: at what rate should the subsidy decline? Or, put differently, what 
portion of his nontransfer income will the poor person be allowed to retain? As this “offset 
rate” (the tax imposed on earned income) rises, economic theory tells us that the incentive 
to work will drop. Under our present welfare system (Assistance to Families with Depend-
ent Children-Unemployed Parent (AFDC-UP) and Old-Age, Survivors, and Disability 
Insurance (OASDI) up to age 72), the offset rate is 100% or more.13 A built-in disincentive 
to working, this problem has been the source of much of the political criticism of our 
public assistance programs.

In fact, the high offset rate associated with our present welfare system has served the 
proponents of income-maintenance proposals as one of their strong arguments. The fact 
that all of the proposed income plans14 feature less than 100% offset rates on earned income 
is taken as a major plus factor. Usually this is spoken of as a “bonus,” or incentive factor, 
accompanied by an argument contrasting it favorably with our present “disincentives.”15

But, at least in theory, any offset of earned income will tend to act as a disincentive. 
While this is recognized as a disability of our present welfare system, the categorical nature 
of that assistance has helped to make it at least politically palatable. Among the critics of 
income assistance there is a widespread conviction that poor people can and should be 
separated into classes of those who either can or will work and those who “can’t” or 
“won’t.” The present system of aid is intended to reach only those who cannot work for 
some reason or another; thus disincentives are not really a problem. However, income-by-
right proposals make no such distinctions between “deserving” and “nondeserving” poor. 
With every poor person eligible for payment, with no category to eliminate those who 
could work, the incentive problem will appear much more relevant to critics of the propos-
als than is now the case.

There are two dilemmas: the economic problem, involving questions of whether pro-
ductivity will be affected, and the problem of equity. As succinctly stated by a person 
interviewed in the Gallup Poll, “I don’t want my tax money going to someone who is 
sitting around with his feet up in the air.” The answer to both of these objections, of 
course, could be found if we had empirical evidence which demonstrated that subsidies 
would not materially impair the incentive to work among recipients. Unfortunately, what 
evidence we do have on this problem is scanty and contradictory. G.F. Break found little 
evidence of disincentives among upper- and upper-middle income earners who face a high 
tax rate (Break, 1951). But the political value of this study is dubious; most critics of 
income maintenance would argue that individuals in this bracket are qualitatively different 
from those less fortunate: they are committed to the “work ethic”; the poor are not. The 
problem of generalizability is common to most of the studies on incentives: can they be 
applied to the situation of those directly affected by the income plans?16 That is why the 
Trenton experiment17 has been undertaken. By actually giving income supplements to 
people in need one can try to determine what this does to their incentives. Even when 
results are in, however, we fear that they cannot possibly be conclusive. If the results are 
mixed, no one will know what to make of them. If they appear to show that incentive is 
not lost but actually grows, opponents of income maintenance will talk about how the 
people selected are not quite representative or about an alleged “Hawthorne effect.” If the 
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experiment shows a decline in incentive, proponents will argue away the results but they 
will have a harder time. A positive finding will by no means end the dispute.

These considerations are important because any new income proposal must be sold on 
the basis that (i) it is more congenial to the work ethic than our present welfare system; 
(ii) it would be less permanent than that system; and (iii) it would eventually cost less. The 
public and their representatives must be convinced that those poor people who are able, 
when presented with the new opportunities that income maintenance would give them, 
would seek work and income levels high enough to remove them from the reach of the 
subsidy. This question does not involve in any substantial number those presently on the 
welfare rolls: the Kerner Report18 estimates that only about 60,000 of the 7.5 million now 
receiving assistance would be aided by new job opportunities; the others are either children, 
mothers with children, the aged, the blind, or the otherwise handicapped.19 The real 
problem concerns the working poor, those who are now employed but receiving low wages: 
will they find it advantageous to continue to work when the remuneration for their services 
is cut by some set percentage? We do not know.

The problem of incentives is complicated by the need to maintain some type of offset 
if only to keep costs down and strict coverage up. With no offset, the high cost of the plan 
(when combined with present tax rates) would make for high marginal rates on taxable 
income for upper-middle and upper-income families (Green and Lampman, 1967). And 
high taxes mean near-fatal political risks.

Taxes

This threat of increases in federal taxation is, quite naturally, a great obstacle to any income 
proposal. The problem is political feasibility. While the present federal tax rate, even with 
the surcharge, is lower than the pre-1964 rate, state and local taxes have increased. Since, 
with few exceptions, municipal taxes are collected in lump sums rather than by means of 
a withholding system, their political visibility has risen considerably to property owners, 
who must bear the full burden of property taxation. Any new tax burden would fall pri-
marily on this middle and upper-middle income group. Over two-thirds of them oppose 
Guaranteed Income.20 Yet they are politically articulate and well organized, thus able to 
resist the imposition of new taxes or to take political retribution upon the imposers.

Even if new money is made available, there will be competing demands for the funds. 
Most cities have no money, poor revenue sources, and are faced with problems beyond 
welfare assistance. These city problems – education, sanitation, housing, police and fire 
protection – are only connected indirectly and in the long run with the problem of poverty. 
While some of them may be mitigated after decades of increased income for the poor, 
none will disappear with the adoption of the income proposals, for none of the proposals 
provides any base from which the city could obtain new revenue in the near future. Income 
plans will thus be in direct competition with the proposal of bloc grants to the cities.

The adoption of an income proposal which would allow for the virtual elimination of 
present assistance programs might mean that more state money could be funneled into the 
cities – but not necessarily. For one thing, safeguards would have to be erected to insure that 
state administration would not simply use their savings for tax relief. For another, only the 
social dividend proposals would allow for much reduction of public assistance. Yet we have 
seen that they result in loose coverage. They cost so much – $30 to $50 billion a year – 
that there would be no way to argue that they represented a net saving to the taxpayer. 
The savings for the states amount to approximately $3 billion a year; considerably less than 
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they could expect to gain in the long run from most of the bloc grant proposals. Finally, 
while the income proposals have the desirable quality of dealing with rural as well as urban 
poverty, this also involves dealing, to a certain extent, with rural problems at the expense 
of the politically more visible cities.21

These bleak facts rule out, we think, any possibility of enacting one of the large proposals 
in the next few years. Any proposal that is adopted would have to be substantially compat-
ible with the two politically more important priorities: the demands of the cities and lower 
taxes. Analyzed in terms of cost,22 the only viable proposals would be Friedman’s ($10 
billion), Lampman’s ($8–11 billion), and Tobin’s ($10–14 billion) (Friedman, 1962; 
Green and Lampman, 1967; Tobin, Pechman, and Mieszkowski, 1967). Even with these 
lower-cost plans, however, most of these political difficulties would remain and new ones 
would be added because of their lesser effectiveness in reducing poverty.

Notes

1. Editor’s note: Originally published in 1970, this paper was written within the context of civil 
disorder and violent urban riots in U.S. cities, especially the Watts riots in Los Angeles in 1965.

2. To a large extent our argument in this chapter ignores the problems associated with the political 
aspects of bureaucratic behavior. There may be, for example, bureaucrats whose careers are or 
could be tied to income maintenance, men or groups whose aid could be critical in the con-
struction of a winning coalition. Our primary explanation for this failure on our part is simple 
lack of time. A second reason, and perhaps a more justifiable one, is that in the case of income 
maintenance the issue is much more likely to become an important public question than is 
usually the case in welfare-related matters. As interest groups and constituents become more 
concerned with an issue, the influence of bureaucracies on congressional decisions decreases. 
Income by right is not an issue that will slide by unnoticed.

3. Editor’s note: 91st Congress: 1969−1971. The Democratic Party had a majority of seats in the 
House and the Senate. At the time, the U.S. President was Richard Nixon.

4. We undertook approximately 50 interviews lasting from 15 minutes to over two hours. House 
interviews were clustered around three major committees: Appropriations, Ways and Means, 
and Education and Labor. Our Senate interviews, while containing several representatives of 
the corresponding relevant committees, were much more broadly scattered. We attempted, 
both in the case of relevant committee members and of others to cover a broad spectrum of 
views which we assumed would be distributed according to a number of measures (for example, 
party, ideological position within party, type of district, region of country). Although the con-
sistency of responses is persuasive to us, no claims of “representativeness” can be made. The 
interviews themselves were unstructured and open-ended. So few of the Congressmen inter-
viewed knew anything of the various proposals by any name (Negative Income Tax, income 
supplements, income maintenance, etc.) that a short description was usually necessary. This 
tended to be followed by the eventual realization on the part of the interviewee that some sort 
of “Guaranteed Income” was involved.

5. There was no end of anecdotes on this subject. One Congressman told of being on a football 
team. One day he was replaced on the varsity by another player. “All week long I worked my 
ass off,” he reported, but still he was kept with the scrubs. On the day of the big game he was 
named to start, and then played the best game of his life. Summing up, this Congressman said 
that “the point lay in incentive.” “You take that away and people won’t play as hard. They lose 
the satisfaction of winning while the country loses the benefit of their contribution.” Another 
Congressman made a homely observation to the effect that if you take 50 gallons of pure, clean 
water and one gallon of bad water and mix them up, you get 51 gallons of bad water. “In the 
same way,” he said, “the Guaranteed Income, with its destructive quality in terms of incentives, 
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would infect the entire country. Some people would want that because that would leave us in 
a position where we’d have to move toward socialism and the elimination of freedom.” As a 
final example among many choice statements, a Congressman told the story of a man stranded 
in the desert with not a tree in sight. A bear approached. What do you do? “Why, up that 
tree!” he exclaimed. But there was no tree, we reminded him. “There damn well had to be a 
tree” he said. His moral was that if the pressure is there, people will find a way to alleviate it.

6. Editor’s note: The Democratic Study Group is an intra-party organization of the Democratic 
Party within the U.S. House of Representatives. It was founded in 1959.

7. See Wildavsky (1962: 117−732), for a discussion of the structure of similar polarizing issues.
8. See Polsby (1969) for an analytical discussion of this process.
9. Editor’s note: The IRS is the U.S. government agency responsible for tax collection and tax 

law enforcement.
10. It should be clear that we are speaking here of the indignity of being poor per se in a nation 

where many consider poverty a sign of failure. These arguments do not touch upon the indig-
nities visited upon the poor because their lack of resources closes off so many alternatives to 
them. Any money from any means helps to alleviate petty victimization by landlords, markets, 
and so on. The syndrome of relative deprivation usually associated with arguments about 
poverty must refer more to the psychological problems than to the physical facts of being poor.

11. The analogy is suggested by Schaar (1964).
12. Schaar, (1964). Few Congressmen interviewed felt that equality in the distribution of goods 

was required by any moral consideration. Their primary fear was that income maintenance, 
ostensibly designed to end poverty, would end up as a proposal for total equality of income, 
indistinguishable from “socialistic” planning.

13. In several states, an earned income of $1 not only disqualified potential payment recipients but 
also made them ineligible for health care and other nonincome benefits.

14. Editor’s note: The expression “proposed income plans” refers to proposals by (respectively)  
M. Friedman; J. Tobin, J.A. Pechman and P.M. Mieszkowski; and C. Green and  
R.J. Lampman.

15. For example, Theobald’s proposal for a 10% “premium” (90% offset) in Theobald (1963).
16. Cf. the controversy between Gallaway (1966) and Taussig (1967).
17. Editor’s note: The expression “Trenton experiment” refers to a Negative Income Tax experi-

ment conducted in Trenton, New Jersey, between 1968 and 1972. For further details, see Part 
V of this anthology.

18. Editor’s note: United States. Kerner Commission. (1968).
19. United States: Kerner Commission (1968).
20. Gallup Poll, June 16, 1969. Sixty-four percent of those with an annual family income of $7,000 

to $10,000 oppose such plans; 68% of those in the $10,000-and-over category are in 
opposition.

21. The objection might be overcome if it could be demonstrated that these proposals would 
dampen rural migration to urban areas. National welfare standards would have a similar effect.

22. Estimates taken from Vadakin (1964).
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The Ambiguities of Basic Income 
from a Trade Union Perspective

Yannick Vanderborght
Excerpts from Vanderborght, Y. (2005). Why Trade Unions Oppose Basic Income. 

Basic Income Studies. An International Journal of Basic Income Research, 1 (1), 1−20.

The introduction of such an unconditional income is to be viewed not as the dismantling 
but as the culmination of the welfare state.

(Van Parijs, 1992)

Introduction

In most OECD countries trade unions remain key players in the field of welfare state 
reform. In Belgium and Scandinavia, where they still represent a large majority of the 
workforce, they are traditional and pivotal partners in the policymaking process. In other 
countries, even those with low union density (such as France) they are often able to mobi-
lize mass support in favor of the status quo, sometimes through huge demonstrations and 
paralyzing strikes. But surprisingly little attention has been paid by universal Basic Income 
(BI) proponents to the very position of workers’ unions on the radical reform that they 
are advocating.

The Ambiguities of Basic Income From  
a Trade Union Perspective

Let us assume that a BI scheme would replace existing means-tested minimum income 
schemes, the bulk of tax credits and exemptions, and be integrated with family allowances 
and, possibly, basic pension schemes. In the field of social insurance, BI would replace the 
bottom part of the earnings-related unemployment, pension, health and sickness benefits. 
The income floor it provides would remain supplemented by earnings-related benefits, 

From Vanderborght, Y. (2005). Why Trade Unions Oppose Basic Income. Basic Income Studies. An 
International Journal of Basic Income Research, 1 (1).
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designed to make up the difference between BI and current benefit levels. Its level would 
be close to �500 per month. Why should unions support, or oppose, such a reform?

Collective and individual bargaining power

If the level of the BI is sufficient, it could easily be used (as part of or in total) as a source 
of funding for strike purposes. First, members’ BI could be “taxed” by the union on a 
regular basis in order to raise the level of its strike fund, thereby increasing workers’ relative 
power within the firm or branch. Second, even in the absence of such a mechanism, a BI 
would make each single strike less harmful financially, since workers would keep their 
entitlement to a guaranteed income floor outside the labor market. With a BI, strikers 
would be able to face long-lasting resistance from employers, and the collective power of 
unions would therefore be enhanced.

But BI would not only foster workers’ independence in the case of strikes or crises. At 
a more micro-level, it also provides individual workers with a true, reliable, and uncondi-
tional exit option, hence fostering their own individual bargaining power. Even if their jobs 
remain the primary source of income, the existence of an income floor outside the labor 
market, without means testing or work requirements, could lead them to negotiate for 
higher wages – even in the absence of a collective threat, such as a strike.

The first and second reasons to support a BI are thus both related to the power resources 
it would confer on workers, both collectively and individually.1 The existence of an individ-
ual exit option and the prospect of long-lasting conflicts with unions would force employers 
to preventively increase wages and improve working conditions and make jobs as attractive 
as possible. This would, in particular, be true for most undesirable or stigmatizing jobs.

Prima facie, there are thus good reasons to believe that, in a BI scenario, employers 
would be gradually obliged to make jobs more attractive in the poorly paid end of the 
income distribution spectrum. But one should not too quickly conclude that a general 
increase of salaries is necessarily to be expected in the aftermath of the introduction of such 
a scheme. On the contrary, one could even assume that its implementation might well 
engage a downward spiral: employers could start lowering all wages, considering that a BI 
is providing the complement needed to reach the level of legal minimum wages. Under 
such a wage-deflationary scenario the latter would, inescapably, come under discussion.2

The end of wage labor?

Other reasons, still related to the exit option provided by the introduction of a BI, might 
justify trade union suspicion towards a BI. It is sometimes argued that this exit option 
would offer new opportunities to those wanting to launch their own small business (Noot-
eboom, 1986). It would, in other words, facilitate self-employment. As a consequence, its 
implementation could foster a gradual decline of wage labor as the core of capitalist econo-
mies. If this were true, a BI would, for this very reason, erode the traditional basis of trade 
union influence and action.

More generally, the exit option provided by the unconditional income floor would 
negatively affect the cultural centrality of paid work (and the work ethic). If current employ-
ment remains the main source of social recognition, with a (sufficiently high), BI not noly 
self-employment but all kinds of informal and care activities would become financially viable 
options (see, e.g., Jordan, 1989). Hence, they would receive proper social consideration, 
and wage labor would lose its central role in society. Presumably, unions might see this 
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development as a threat to their own position, even if in recent years the labor movement 
has been much less reluctant to recognize the importance of informal activities in general, 
and care work in particular.

Job sharing and flexibility

Having heard the previous counterarguments, BI proponents could replay that the exit 
option is not likely to provoke a mass desertion of the traditional labor market. A BI policy 
would, rather, help lower the unemployment rate, partly because it is consistent with vol-
untary job-sharing – an objective that has been endorse by major trade unions in Europe. 
BI has sometimes been described as the “soft strategy” to achieve this goal (Van Parijs, 
1996: 65), in contrast with compulsory work-time reduction programs – as they were 
implemented in some European countries (notably France). BI makes it, indeed, easier for 
workers to take part-time jobs, or even to quit their job temporarily and go on sabbatical 
leave, since the revenue loss is partly offset by the guaranteed payment of an unconditional 
grant outside the labor market. Hence, a BI would help create jobs without worsening 
insiders’ positions, and without threatening the centrality of wage labor.

This is no doubt a plausible interpretation. But if a BI would facilitate part-time work, 
does it really follow that it constitutes a desirable path of reform from a trade-union per-
spective? BI advocates generally focus on opportunities: individual workers could choose 
to work for less, provided the guaranteed income floor is high enough. But in most cases, 
it might well happen that part-time work and flexible timetables will be imposed by employ-
ers, rather than being the result of workers’ increased individual autonomy. BI would then 
serve as a costly state-subsidized shock absorber, softening the harmful effects of an increas-
ingly flexible labor market for the most vulnerable part of the working class through a 
higher taxation of gross wages of the middle class.

The end of exploitation

At a more general level, Philippe Van Parijs and Robert van der Veen argue that the imple-
mentation of a BI would open a “capitalist road to communism” (Van Parijs and van der 
Veen, 1986; see also van der Veen and Van Parijs, 2006). In their view (at tie time), capi-
talist societies have already reached the stage of “weak abundance,” and the gradual intro-
duction of a BI could allow workers to skip the stage of socialism (public ownership of 
the means of production) and go directly to the establishment of a communist society. 
Within this framework, raising the level of the guaranteed income to a maximal level would 
meet the Marxian criterion “from each according to his abilities to each according to his 
needs.” In such a scenario, of course, exploitation would not only be diminished through 
the increase of workers’ collective and individual bargaining power, it would simply be 
abolished. It would be difficult for unions to sweep this perspective aside.

But perhaps the most decisive reason to oppose a BI from a trade union perspective is 
that such a scheme would not, contrary to what has been asserted by Van Parijs and van 
der Veen, abolish exploitation; it would more probably change its very nature. The argu-
ment would then go as follows: in the case of a society with a BI, “the idle exploit the 
industrious by receiving an income generated (inter alia) by the activity of those who 
choose to work” (Reeve, 2003: 11). Seen from this perspective, the introduction of a BI 
widens the scope of exploitation: whereas in “classic capitalism” true exploitation remains 
the vice of a small minority, in “BI capitalism” exploiters would constitute a substantial 
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fraction of the population. Incidentally, this has been the most controversial issue in philo-
sophical debates about the proposal (Couillard, 2002).

What Do We Learn From the Empirical Investigations

In order to further enlighten the issues raised by the shortlist of theoretical arguments, it 
is useful to go into the field and compare national debates. Keeping the theoretical discus-
sion in mind, what do we learn from the empirical evidence?

Drawing upon a larger research on OECD countries, this second section focuses on 
three relevant national debates: Belgium, Canada, and the Netherlands. Note that BI has 
never been a hot item on union agendas in OECD countries.3 The explanation is quite 
obvious: in most countries BI has never been high on the political agenda. Why bother 
then, with the pet idea of eccentric academics? In may countries labor has often seen the 
proposal as “too remote a possibility to be worth considering seriously” (Ziegler and 
Jordan, 2001: 3). In a few cases, however, BI has been thoroughly discussed by workers’ 
representatives and, sometimes, even officially endorsed.

Belgium: “no basic income”!

With a unionization rate of approximately 60%, Belgium has, no doubt, some of the most 
representative trade unions in Western Europe.4 The two main confederations, CSC-ACV 
(Christian Unions Confederation) and FGTB-ABVV (Socialist Unions Federation), remain 
powerful in most sectors of the economy, and they are – directly or indirectly – involved 
in each substantial reform of the welfare state. They are not only able to mobilize workers 
on a large scale, they also benefit from privileged links with political actors, including MPs 
and ministers. Furthermore, they take part in formal institutions such as the National Labor 
Council (CNT-NA), as well as in the administrative management of social insurance pro-
grams, especially unemployment insurance.5

Belgium has played a crucial role in the BI debate. The Basic Income European Net-
work’s (BIEN) founding congress (1986) and second international conference (1988) were 
held in Belgium, under the aegis of philosopher Philippe Van Parijs, author of Real Freedom 
for All (1997). BIEN’s archives are located at the Université Catholique de Louvain. With 
social scientist Walter Van Trier and others, Van Parijs has advocated BI on many occasions 
in French- and Flemish-speaking parts of Belgium. One should also keep in mind that 
Belgium has the only European single-issue partly focused on BI: Vivant, founded in 1997 
by businessman Roland Duchâtelet, has participated in several elections and attracted 
public attention to the proposal. Belgium, no doubt, might thus represent an interesting 
test case regarding the political prospects of BI.

To put it crudely, it’s impossible to be recognised as a prophet in one’s own country. 
Belgiums’ main trade unions have not shown much interest in BI, and on the rare occa-
sions when they did they expressed very hostile opinions. From the very start of the discus-
sion in the mid-1980s, the main confederation (CSC-ACV) attacked what it called a “silly 
and worrying utopia” (CSC, 1985). After almost 20 years of debate, some union officials 
are still among the most uncompromising opponents of Basic Income. In January, 2002, 
CSC published a preparatory report in anticipation of its national congress. It includes a 
section titled “No basic income” (CSC, 2002: 42).

What do Belgian unionists hold against the proposal? At least four grievances are worth 
mentioning.6 First, unions – in particular officials of Socialist Unions Federation – fear that 
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the introduction of a BI would make it more difficult for them to negotiate wage increases 
with employers (Bodson, 2003: 2). Since a BI could be seen as an indirect wage subsidy, 
employers would urge union representatives to negotiate with public authorities and lobby 
their political allies in order to get a general increase of the BI level. A BI would, in sum, 
negatively affect the relative power of workers at the firm, branch, or federal level, especially 
if it were to be accompanied by the abolition of the minimum wage legislation. In saying 
that a BI would increase individual workers’ bargaining power, BI proponents seem to 
believe that the class struggle is passé, which is – Belgian unionists argue – obviously false.

Second, Belgian union officials also believe that the existence of a guaranteed income 
floor would justify further developments along the lines of increasing flexibility of the labor 
market. According to a FGTB-ABVV representative, BI advocates seem to accept that 
contracts for unlimited periods should be abolished, and that in coming decades “all work 
contracts would have to be short-term and precarious” (Wernerus, 2004: 47).

Third, in most writings and interviews, union representatives also express their commit-
ment to selective and targeted schemes. They see these schemes as a better and more 
efficient way of using public resources that are massively sustained by the taxation of wages, 
be it through social contributions or the income tax. To provide a Basic Income equivalent 
to the level of the conditional minimum income, they say, one should substantially raise 
the tax rates, an unacceptable perspective for most workers. And if it were not the case, 
the system would be absurdly inefficient: some would have to work hard in order to pay 
for a miserable grant. Obviously, Belgian unions do not believe that a BI would abolish 
exploitation.

Fourth, Belgian unions are quite ambiguous on the question of work requirements. If 
both CSC-ACV and FGTB-ABVV have repeatedly opposed the strengthening of these 
requirements and the tightening of eligibility rules in unemployment insurance, they are 
not ready to argue in favor of a fully unconditional benefit, even if it were targeted at the 
poor along the lines of a Negative Income Tax schedule. It seems that the question of the 
optimal equilibrium between rights and duties of beneficiaries remains open. It is perfectly 
legitimate, CSC-ACV officials argue, to require that the able-bodied contribute to the 
production of collective wealth.7

It would be unfair, though, to assert that Belgian unions are therefore only defending 
the interests of insiders. Most officials emphasize that the least advantaged should be 
helped, but stress that the poor need much more than the automatic payment of a Basic 
Income floor. They see the introduction of a BI as a crucial step that leads to a “slippery 
slope” – a massive disinvestment in social work. They fear that public authorities would 
progressively stop all programs aimed at socio-professional integration, which would further 
widen the gap between insiders and outsiders (compare, for instance, Bodson, 2003). And 
yet, union officials insist, paid work remains the crucial precondition for social recognition 
and self-esteem. Belgian unions thus remain unconvinced by the arguments of BI advo-
cates. It does not mean, of course, that their reasons for adopting such a position are logi-
cally and universally valid. But it certainly means that in a country with such a high union 
density, the political feasibility of BI might well be very low, to say the least.

Canada: the mixed feelings of Québecois unions

In 2004 Canadian union density amounted to a small 25.1% average, with a peak of more 
than 40% in the French-speaking province of Québec – a very respectable rate by North 
American standards (Human Resources Development Canada, 2005; Labrosse, 2005: 2). 
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At the federal level, unions benefit from the fact that the Canadian electoral system, con-
trary to the US system, allows for the existence of a true labor party somewhere between 
liberal and conservative.8 However, the New Democratic Party (NDP) remains a small 
player on the political scene. Furthermore, the liberal character of the welfare system has 
always kept Canadian unions at the margins of the social policy debates (Banting, 1987).

BI has been widely debated in Canada. It had already been briefly on the agenda in the 
1930s, thanks to the rise of the Social Credit Party, which came to power in Alberta in 
1935. But the real discussion strated in the 1960s, with a few social scientists inspired by 
the American debates on “Demogrants” and the Negative Income Tax (NIT). For the late 
1960s until the early 1990s, the idea came up quite regularly in official publications at 
federal and provincial levels (especially in Québec), and in the 1970s NIT experiment were 
launched in Manitoba. At the end of 2000, Prime Minister Jean Chrétien even launched 
a BI trial balloon via newspapers such as the much respected Ottawa Citizen. Under catchy 
headlines, the press reported that the Federal PM had decided to set up an expert group 
to study the feasibility of a guaranteed annual income (GAI) in the Canadian context.9 But 
faced with harsh criticisms from the Conservatives, Chrétien quickly denied his part in 
suggesting the idea.10

What about trade unions? According to political scientist Rodney S. Haddow, “the 
[Canadian] union movement has always treated the GAI with considerable caution and 
viewed it as potentially antithetical to its social policy goals” (1994: 350). But it did not 
always take coherent positions on the topic, Haddow argues: “Organized labor’s early 
response to the GAI was muted and confused . . . it was slow to form a coherent assessment 
of the implications of a negative income tax for its program” (1994: 353). However, the 
publication in 1985 of a bulky and influential report by the Royal Commission on the 
Economic Union and Development Prospects for Canada (the so-called “Macdonald Com-
mission”), which included a scenario for the introduction of partial Basic Income, triggered 
harsh reactions. In 1986, the convention of the Canadian Labour Congress (CLC), 
Canada’s largest union confederation, expressed serious doubts about the desirability of 
such a reform and denounced its “neo-liberal character”. A BI, the CLC argued, was going 
to undermine the minimum wage legislation (Haddow, 1993). At the same time, Belgian 
unions were using the same sort of arguments to dismiss the idea.

The story is quite different, though, in the province of Québec. Michel Chartrand,  
a colorful – and tremendously popular – retired figure of trade union movement, has  
been advocating BI for may years (Bernard and Chartrand, 1999).11 In 1999, the CSN 
(National Unions Confederation) – Québec’s main union in terms of membership – pub-
lished a detailed and balanced study on BI in order to foster a peaceful discussion of the 
proposal. Even if other unions (FTQ and CSQ) did not undertake similar initiatives, they 
never expressed any hostility towards the idea of an unconditional minimum income. It 
does not mean, however, that they would support any move in that direction. Recent 
interviews with Québecois union officials have shown that they have mixed feelings about 
the possible introduction of a BI in Canada or Québec (Wernerus, 2004: 36–39). Most 
of them do actually endorse the proposal on ethical grounds, but reject it for pragmatic 
reasons.

In Québec, union officials recognize that providing everyone with an unconditional 
income floor is a matter of fundamental rights. Contrary to their Belgian counterparts they 
do not put the very idea of an income by right into question. They also admit that – in 
theory, at least – such a scheme could help solve (part of) the problem of unemployment 
traps without worsening poverty, through a significant reduction of marginal tax rates at the 
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bottom of the income distribution. In this perspective, they do not even see BI as antithetical 
to the cultural values of a society in which paid work remains, as is the case in Belgium, a 
crucial precondition for social recognition.

And yet in spite of these positions very few union officials openly argue for a BI. For, 
representatives say, they lack the power resources needed to impose a truly progressive 
package of reform. Hence, in the context of an increasingly competitive economy, and at 
time when provincial and federal governments are pleading for a more “active welfare 
state”, the defense of such a radical reform would amount to political suicide. At present, 
a discussion of the introduction of a BI would necessarily degenerate into a Friedman-like 
scenario: a dismantling of the welfare state, not a culmination. For a few years these fears 
have been vigorously sustained by the electoral rhetoric of a powerful right-wing liberal 
party, the Action démocratique do Québec (ADQ), which campaigns in favor of an NIT.12 
Unions are on the defensive: “we should defend what we already have,” a FTQ official 
says (Wernerus, 2004: 113). “We should keep fighting for higher wages” and “progres-
sively improve the current welfare system,” a CSN representative argues (Wernerus, 2004: 
114). In other words, for Québecois unions BI is ethically appealing but too much a risky 
social policy reform.

The Netherlands: a trade union in favor of basic income

Dutch trade unions have never been as powerful as their Belgian counterparts in the field 
of social policy and industrial relations. In the early 2000s, net union density had dropped 
to a low level of 22%.13 But Dutch unions remain directly involved in various councils and 
committees at a national level, and through these institutions they still have an important 
say in the matter of welfare reform. Throughout the 1980s and 1990s, unions even became 
central players in the mechanisms of “competitive corporatism” (Rhodes, 1998), which 
lies at the basis of the much discussed “Dutch miracle” (Visser and Hemerijck, 1997). 
Through innovative types of negotiations, the unions, employers and the state were able 
to conclude agreements that resulted in the combined introduction of new rights for 
workers and more flexible arrangements for the labor market, along with wage moderation. 
Wim Kok, the former head of the biggest union confederation, FNV, was leading the 
country as a prime minister from 1994 to 2002.

In the 1980s and early 1990s, BI was relativley high on the public agenda in the Neth-
erlands. From 1980 onwards, it was debated in several political parties across the political 
spectrum. In 1994, it was openly advocated in the press by two ruling ministers. Even if 
their initiative was short lived, the prime minister at the time, Wim Kok, declared that a 
BI should not be dismissed as a long-term perspective for the reform of the Dutch welfare 
state.14 Interestingly, during the second half of the 1980s, the Voedingsbond FNV (Union 
of Food Workers) – an important group of affiliated workers within the FNV union  
confederation – was one of the most prominent proponents of a “basisinkomen” (Basic 
Income). In many ways, this was a unique position within Western democracies. The Union 
of Food Workers published plenty of leaflets and documents arguing in favor of the pro-
posal, and organized regular workshops in order to enlighten its own members.15

As was stressed by Rik van Berkel, who made an in-depth analysis of this episode of the 
Voedingsbond’s history, when reading the pamphlets “one is struck by the utopian nature 
of BI alleged effects. . . . In short, the Voedingsbond presented its BI as a panacea for the 
problems of contemporary society” (van Berkel, 1994: 19.) Since the very start of the 
discussion in the late 1970s, Voedingsbond leaders had been questioning the work ethic 
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and the cultural centrality of wage labor, calling for a radical reform that would confer 
social recognition to “those who do unpaid work, have no income and no social status” 
(Lubbi, 1991: 15). Unfortunately, as van Berkel and his colleagues discovered, the perspec-
tive of a BI did not really appeal to the union’s members. It was more a “top-down” 
debate: the influence of well-educated staff members was decisive in the choice of the BI 
strategy. As the leaders themselves conceded afterwards, “it proved difficult to mobilise 
members on such an abstract and long-term objective as BI.” This abstract perspective, 
mainly supported by the executive, contradicted “the more concrete members’ interests 
that they were experiencing in the daily life” (van Berkel et al. 1993: 24–24). Furthermore, 
the FNV confederation, to which the Voedingsbond belonged, did not support the initia-
tive. As a result, the debate ran out of steam and stopped altogether in the early 1990s.

As the unemployment rate dropped to 2.4% in 2002, traditional supporters of Basic 
Income – who had always advocated the idea as an alternative to full employment and the 
work ethic – were pushed off to the margins of political discussions. Claimants’ organiza-
tions, which had been associated with the Voedingsbond on the BI issue, gradually disap-
peared from the political landscape as the unemployed were finding jobs. But in the real 
world of welfare capitalism, miracles never last. In 2003 and 2004, the Dutch growth was 
almost negative, and the unemployment rate was rising again. This is, undoubtedly, part 
of the reason why Agnes Jongerius, (leader of the union confederation, FNV) who was 
elected in May 2005, now argues that workers’ representatives should think again about 
the idea of a BI for all. Jongerius maintains that all Dutch citizens should receive a monthly 
check of �350 or 400: “with such a plan, we could get rid of a lot of administrative dif-
ficulties,” she declared in an interview.16 Even if she still believes that people should make 
their best endeavor to find a paid job, controls should become softer and be incentive 
based. Most importantly, Jongerius stated that a well-designed BI proposal would allow 
the labor movement to stop being too conservative and defensive about welfare state 
reforms.

In sum, throughout its recent history the Dutch trade union movement has been less 
cautious about BI than Canadian unions, and much less reluctant than Belgian labor 
organizations. As mentioned before, one should certainly not underestimate the role played 
by the peculiar character of the Voedingsbond leadership in the 1980s. But one should 
nevertheless keep in mind that, during the same period, BI was also debated within main-
stream political parties, including the Labor Party (PvdA) itself. In other words, it would 
be misleading to maintain that discussions about BI were the privilege of a tiny minority, 
whether within the labor movement or across other political streams. Furthermore, the 
should be stressed that specific features of the Dutch welfare state – and of its transforma-
tions – might also provide some keys to the understanding of the Dutch exception. The 
existence of a basic pension scheme, as well as the existence of non-means-tested student 
grants, has certainly constituted a favorable background for the discussion of a basic cash 
guarantee for all. The fact that a greater proportion of the Dutch unemployed are social 
assistance beneficiaries, hence receiving non-earnings-related benefits, may also have eroded 
trade union opposition to BI. Above all, since 1982 and the so-called “Wassenaar agree-
ment,” Dutch trade unions have been directly involved in a process of wage moderation 
and work-time reduction. In return for a gradual strengthening of the social rights of part-
time workers, they have accepted the perspective of a massive creation of flexible and 
temporary jobs. One could thus cautiously conclude that, today, Dutch unions have more 
reasons to support the introduction of BI than to oppose it.
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Conclusion

Theoretical and empirical investigations demonstrate that trade unions are far from being 
natural allies of BI advocates within developed welfare states. As evidenced by the Belgian 
case, they can even constitute a significant obstacle to the political progression of the idea. 
At the same time, the Dutch case shows that the labor movement is not bound to be a 
perpetual opponent to such a scheme.

At least two general conclusions can be drawn from this comparative inquiry. First, it 
provides a manifest confirmation of the idea that “institutions matter.” Briefly, in countries 
where the financing of the welfare system is massively based on social contributions, and 
not on the income tax, each step towards a BI is seen as a radical reform. Through worker 
contributions, unions are involved in the financing and management of social security. 
What would happen, they legitimately ask, if the minister of finance were to become the 
key player in social policy?17 In Belgium, furthermore, trade unions are pivotal actors in a 
“Ghent system.” In such systems, “unions run voluntary (though heavily subsidized by 
the state) unemployment insurance programs, generally through the operation of local 
labor exchanges” (Scruggs, 2002: 286). Thus Belgian unions, contrary to the Dutch and 
Canadian workers’ organizations, are handling individual cases of unemployed workers. It 
might partly explain why they have always looked more suspiciously at the implementation 
of an automatic payment system that would replace earnings-related payments.

The second conclusion is closely connected to the first one. It seems that the introduc-
tion of a BI has not much to offer the vast majority of union members. In times of 
retrenchment in core sectors of the welfare system (pension and health insurance), it is a 
difficult task to convince insiders of paying for an unconditional grant that will mainly 
benefit outsiders. It is not a surprise that, as van Berkel pointed out, within the Dutch 
union Voedingsbond, BI was mainly supported by unemployed members. BI, van Berkel 
writes, “comes across as predominantly a claimants’ issue. Most of its supporters (almost 
75 percent) are claimants, whereas most of its opponents (again almost 75 percent) are 
paid workers” (van Berkel, 1994: 20). Investigations in France have also shown that BI 
had been almost exclusively advocated by independent claimants’ organizations, which had 
been created in the 1980s as a result of workers’ unions incapacity to take the specific 
needs of unemployed people into account. Even if they were able to launch a public dis-
cussion on BI in the winter of 1997–1998, they did not manage to get the proposal on 
the political agenda. In Belgium, due to the Ghent system, claimant’s organizations have 
always been very weak, and most unemployed are members of a trade union.

Claus Offe (1992: 72) argues that gains for the well-off middle class represent the “nec-
essary precondition for making social security for the underclass (including the less privi-
leged segments of the working class) politically feasible.” Without the support of well- 
established trade unions, it might prove very difficult for BI advocates to get their proposal 
on the agenda in OECD countries. Hence, they should certainly start working more sys-
tematically towards converting union representative on ethical and pragmatic grounds. 
They should no doubt try to boost any emerging discussion of the issue within workers 
unions, since empirical research shows that good arguments in favor of a BI from a trade 
union perspective are unknown to most union representatives. For even if the latter are 
not natural allies of BI supporters, they remain inescapable players as well as irreplaceable 
partners.
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Notes

1. One the “power resources approach” in comparative social policy, see for instance O’Connor 
et al. (1998).

2. This scenario comes close to what James Meade advocated in his Agathotopia (Meade, 1989). 
The threat to the minimum wage legislation is precisely why French trade unions opposed any 
move towards the introduction of a tax credit targeted at low-paid workers in late 1990 (see, 
for instance, the position of Marc Blondel, a leader of Force Ouvrière, expressed in Nathan 
(2001).

3. Compare Vanderborght and Van Parijs (2005: 79–82) for a short overview of the discussions 
within unions in the OECD and in developing countries.

4. According to Ebbinghaus (2004: 580), net union density in Belgium was 62% in 2002.
5. Compare Kuipers (2004: 79–86) for a good overview of the role played by unions and employ-

ers in Belgian policy-making.
6. This account if based on two main source: sociologist Sabine Wernerus’s master’s thesis 

(Wernerus, 2004), which was based on fieldwork and interviews with union representatives, 
and part of my own PhD research (Vanderborght, 2004). I also benefited from discussions 
with union officials during a seminar on “Trade Unions Against Basic Income?” organized by 
Hoover Chair (Université Catholique de Louvain, Belgium) on May 13, 2004.

7. Compare Palsterman (2005) for a balanced evaluation by a CSC-ACV official, of “active social 
policies” in the field of Belgian unemployment insurance.

8. The description often made of the Canadian system as a “third party” system is not entirely 
accurate. In fact, with the passing of years, a fourth party, the nationalist Bloc Québecois, 
become a significant political force at the federal level.

9. See “Chrétien Wants to Leave Mark With Cradle-to-Grave Program of Guaranteed Annual 
Income” (Ottawa Citizen, December 9, 2000). In Canada, the expression “Guaranteed Annual 
Income” has mainly been used to refer to a Negative Income Tax and, on some occasions, to 
a Basic Income.

10. For further details on the Canadian debate, see Vanderborght (2004: 166–176).
11. New retired, Chartrand was a leader of the CSN.
12. In Québec a much more progressive version of BI was defended, 2000–2001, by a marginal 

left-wing party, the Rassemblement Pour L’alternative Progressiste (RAP). In 2002 it was 
merged into the Union des Forces Progressistes (UFP), which also advocated a “universal citi-
zen’s income”. UFP became Québec Solidaire in February 2006. Note that in October 2005, 
12 academics and politicians, including the former prime minister of Québec, Lucien Bouchard, 
published a manifesto calling for the introduction of a “guaranteed minimum income” in the 
Province.

13. According to Ebbinghaus (2004: 580), net union density in the Netherlands was 22% in  
2002.

14. For further details on the Dutch debate, see Vanderborght (2005).
15. Compare, for instance, Voedingsbond (1981) and, English, Voedingsbond (1989).
16. Het Financiële Dagblad, May 25, 2005.
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17. Compare the critique of FGTB leader Thierry Bodson (2003: 3) on the end of “social 
citizenship.”
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Chapter 68

Basic Income and Social Europe
Fritz Scharpf

Excerpts from Scharpf, F. (2000). Basic Income and Social Europe. In  
R. van der Veen and L. Groot (eds) Basic Income on the Agenda. Policy Objectives 

and Political Chances. Amsterdam University Press, Amsterdam, pp. 155–160.

I am doubtful of the political viability of the proposed right to a Basic Income without 
means-testing and without a concomitant obligation to do work that is useful to, and 
appreciated by, other members of one’s society. In political discourses, it will not be enough 
top persuade potential recipients of the desirability of “a right to be lazy,” but it will also 
be necessary to make others believe that they have a moral duty to work harder or longer 
in order to pay for this program. Personally, moreover, I consider mass unemployment, 
forced inactivity, and the exclusion from the processes of social production, a much greater 
challenge to the moral integrity of Western European societies than the frustration of 
leisure Preferences.

For these reasons, IO would accord normative priority to variants of Basic Income 
schemes that have the explicit purpose of increasing the incentives and the opportunities 
for gainful employment, rather than for financially secured inactivity. This implies that quite 
apart from any questions of financial feasibility, I would prefer the Negative Income Tax 
over proposals for an Unconditional Basic Income,1 and I would prefer both over presently 
existing forms of means-tested social assistance with their strong work districentives. 
Moreover, if for political, institutional, or financial reasons the Negative Income Tax should 
not be a feasible option, I would much rather see social insurance contributions for low-
wage jobs being reduced than an attempt to increase the generosity of social assistance in 
its present forms (Scharpf 1990).

Economic Integration Constrains National Welfare States

The connection between European integration and Basic Income proposals is not obvious. 
So far, at any rate, there appears to be wide agreement that social policy choices should 

From Scharpf, F. (2000). Basic Income and Social Europe. In R. van der Veen and L. Groot (eds) Basic 
Income on the Agenda. Policy Objectives and Political Chances. Amsterdam University Press, Amsterdam, 
pp. 155–160. Reprinted with permission.
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remain a national prerogative under the “principle of subsidiarity.” National welfare states 
are too diverse, economically and institutionally, to make policy harmonization a realistic 
goal; moreover, if harmonization were attempted, Basic Income schemes – which are not 
realized at the national level, or even on the political agenda in any of the Member States 
– would be among the least likely candidates for European-wide policy coordination. 
Nevertheless, there are good reasons for advocates of Basic Income proposals to reflect on 
the implications of European integration for their chances of success at the national level. 
Unfortunately, however, these implications are largely negative.

Regulatory competition undermines economic viability

Even though social policy choices must remain at the national level, they are affected by 
the consequences of European economic integration. National social policy is severely con-
strained if consumers are able to buy goods and services produced anywhere within the 
Union; if capital owners can invest, and firms produce, anywhere in the Union; and if labor 
moves freely throughout the Union.

For one, the competition in product markets severely restricts all national solutions that 
would add to the cost of production. This affects most directly those countries that are 
financing their welfare state through social security contributions defined as a sur-charge 
on wages. But it also constrains current proposals to shift from payroll taxes to “green” 
taxes on energy input or on pollution – unless care is taken to exempt enterprises from 
such taxes which, however, will defeat or at least weaken the environmental-protection 
purposes of such shifts.2

At the same time, the mobility of capital investments and of firms constrains national 
policy choices, which would have the effect of reducing after-tax profits and the net return 
on invested capital, even if these did not affect the cost of production and hence the com-
petitiveness of national products. Hence, countries that are financing their welfare state 
through taxes on personal and corporate income are under pressure to reduce taxes on 
business profits and capital incomes, or otherwise risk the out-migration of corporate 
headquarters and of job-creating investments.

Welfare migration undermines political viability

Regardless of the mode of financing, however, countries that provide generous minimum 
income support have become vulnerable to welfare migration under the EU’s freedom-of-
mobility rules which do not allow a country to discriminate against the nationals of another 
EU Member State. These rules, it is true, are so far applicable only to workers seeking 
employment. But they continue to apply after workers become unemployed, and they apply 
to their dependent family members. To illustrate, in a case that is presently much discussed 
in Germany, social assistance is being claimed by the large family of a recently immigrated 
and now unemployed manual worker from Sicily.

By implication, the fear of welfare migration is weakening the potential political support 
for Basic Income programs which – if they are tax financed, rather than insurance financed 
– could no longer be restricted to citizens or long-term residents under EU rules. As I 
said before, from the point of view of taxpayers, all redistributive programs depend on 
normative arguments that could justify a duty to transfer parts of their own income to 
others. I have learned to my surprise that the Basic Income Movement tends to rely on 
negative rather than positive, justifications based explicitly (Schutz, 1998: 2) or implicitly 
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on the logic of Proudlon’s dictum that “Property is theft.” The argument, in other words, 
is that much of the current income of the better off is “unearned,” depending on accidents 
of birth, of genetic endowment, of inheritance, or of “brute luck” in obtaining valuable 
and scarce “external assets” (Van Parijs, 1995; Widerquist, 1998), including attractive jobs 
(Gamel, 1998; De Wispelaere, 1998).3 The normative implication is that since these 
incomes are undeserved nobody could rightly object if they are being taxed away.

At the level of practical politics, however, it may be difficult to persuade most tax payers 
of the sinfulness of their possessions. Instead, the justification of real-world welfare states 
seems to depend on positive arguments implying a duty of mutual help among the 
members of a solidaristic community.4 And while universalist moral philosophy may find 
it logical to extend solidarity to all of mankind,5 real-world solidaristic communities depend 
on historically grounded, and emotionally salient collective identities that are defined more 
narrowly.6 The largest unit that so far has been able to achieve this status is the nation 
state – and even national solidarity is currently being challenged by the assertion of sub-
national identities: Padanian in Italy, Flemish in Belgium, Bavarian in Germany. The 
European Union, at any rate, has not yet achieved the status of a solidaristic community 
in the eyes of the citizens of individual Member States. Hence, one cannot presume broad 
political support for the postulate of a moral duty to include citizens of other Member 
States in national programs of Basic Income support. As a consequence, not only proposals 
for new welfare programs, but also existing programs are now increasingly scrutinized with 
a view to their likely incentive effects on welfare migration, especially under the perspective 
of the Eastern enlargement of the European Union.

National Solutions?

National welfare states are everywhere under fiscal stress because of exceptionally high levels 
of unemployment and because of demographic changes that increase the size of the inac-
tive population that must be supported by the active population. Quite apart from that, 
however, European economic integration has created additional constraints which also tend 
to reduce the capacity for generous welfare policies. If economic competition discriminates 
against taxes that will either add to the cost of production or that will reduce the post-tax 
return on capital investments, welfare finance will increasingly be raised from taxes on the 
possession of immobile and non-business property, from taxes on income from labor from 
taxes on consumption, and from user charges. Since property taxes play only a minor, and 
generally declining, role in most advanced welfare states, the main burden has generally 
fallen on the incomes from work and on the consumption expenditures of the less mobile 
majority of the population. The welfare state, in other words, has come to depend mainly 
on what one might describe as “solidarity within one class” (Scharpf, 1991).

But while such shifts may be economically plausible, they are also quite unattractive 
politically. Thus, if tax payer resistance is compounded by fears of welfare migration, it is 
not unreasonable to conclude that European economic integration and the guarantees  
of free mobility throughout the Union have greatly increased the political and fiscal dif-
ficulties that must be overcome by Basic Income proposals. The question is whether there 
are solutions that could avoid these difficulties. If they exist, they must require a major 
restructuring of both welfare financing and spending patterns with a view to making them 
more robust against international economic competition as well as against tax payer opposi-
tion. In other words, international economic competition forces national welfare states to 
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transform themselves into “competitive welfare states” if they wish to remain true to their 
solidaristic commitments.

One consequence is the apparently general shift “from welfare to workfare” and toward 
stricter means testing. In my view, this has probably less to do with an ideological shift 
back to the “work ethic” than with an attempt to reduce expenditures either by deterring 
welfare chiselers’ through more stringent controls or by getting welfare recipients back 
into regular employment, preferably in the private sector of the economy.

Another direction that restructuring may take is toward a separation of “individualistic” 
and “solidaristic” programs – the former providing protection against insurable risks over 
the life course of the individual, and the latter providing for interpersonal redistribution. 
Examples of individualistic programs are health insurance and funded pension insurance 
schemes in which the equivalence between individual contributions and expected individual 
benefits is emphasized. Even if contributions are made compulsory in order to compensate 
for presumed lack of individual foresight, they can be plausibly justified as being in the 
interest of the contributing individuals. Hence, they should be relatively immune to tax 
payer resistance. Economically, they should be considered as individual savings or con-
sumption expenditures that do not create competitive disadvantages for the national 
economy; and obviously there are also no problem of welfare migration.

It is my impression that countries like Switzerland or the Netherlands that have tradi-
tionally tended to separate the individualistic and the redistributive components of their 
welfare states – for instance by establishing different “pillars” of their pension systems – are 
presently less under pressure than countries like Germany that have integrated individual-
istic and redistributive elements in single, contributions-based systems of health insurance, 
pension insurance and unemployment insurance. Another indication are recent reforms in 
Sweden that have strengthened the individualistic insurance elements of the pension 
system, and I would expect that other countries will be moving in the same direction.

The main advantage of the separation strategy is, of course, that it reduces the apparent 
size of the redistributive welfare state that is considered a disadvantage in international 
competition, and that must be legitimated by appeals to solidaristtic motivations. Moves 
in the same direction can be seen in the introduction of means-tested user charges – such 
as student fees in Dutch and British universities or co-payments in the German health care 
system – which emphasize the value-for-money element of public services while at the same 
time targeting tax-financed expenditures on lower income clients that could not afford to 
pay the full cost of these services. An even simpler model is provided by the Swiss system 
of compulsory health insurance which requires cost-covering individual premia from all 
inhabitants, and which achieves redistribution by public subsidies to reduce contributions 
of low-income individuals and large families.

To the extent that such strategies succeed, they will reduce the quantitative dimension 
of the problems created for the welfare state by European economic integration. At the 
same time, however, they have the disadvantage of making redistribution much more visible 
and thus increasing the need for explicit political justification, and the vulnerability to 
political criticism and opposition. In a democracy, this is as it should be I would expect, 
however, that under such conditions proposals for Unconditional Basic Income support 
would have a hard time in mobilizing political support, and that even means-tested social-
assistance programs would remain at relatively low levels of support for recipients who are 
able to work. By contrast, proposals for subsidizing low incomes form work – in the form 
of a Negative Income Tax of the American “Earned Income Tax Credit,” – or of subsidies 
that directly reduce the cost of certain types of work to the employer – are likely to fare 
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better in public debates. The question is whether the Basic Income movement should 
therefore concentrate its efforts on such proposals.

European Support for National Solutions?

European integration, I have argued, forces national welfare states to become competitive. 
The danger is, of course, that this competition could turn into a ruinous “race to the 
bottom” in which the British deregulation of the labor market induces France to cut 
employers’ social contributions, which in turn provides justification for cutting sick pay in 
Germany and Sweden, and so on. In the end, all countries could end up with lower levels 
of social security than would be preferred domestically, without having improved their 
relative competitiveness at all.

If this scenario is considered undesirable, the obvious solution would seem to be har-
monization. However, as I suggested at the outset, uniform European rules are out of the 
question because of existing differences in the economic capacity of EU Member States. 
Among the present Member States, per capita incomes differ at the ratio of 1:2 or 1:3, 
and with the Eastern enlargement the difference between the richest and the poorest 
Member States would increase further by a factor of two or three. As a consequence, welfare 
expenditures at a level that is acceptable in the rich states would simply destroy the less 
advanced economies. But even if the economic obstacles were less steep, present differences 
in the spending patterns of European welfare states, and even more so, differences in the 
institutional structures of welfare financing and welfare provision, would surely prevent the 
adoption of uniform European rules (Scharpf, 1997).

What might be possible, however, are agreements and rules that would avert the dangers 
of ruinous competition among the European welfare states (Scharpf, 1999). One such 
possibility arises from the fact that in spite of their structural and institutional diversity, 
EU Member States are remarkably similar in their overall commitment to social welfare. 
More specifically, since the share of total social spending in GDP increases in direct propor-
tion to the wealth of Member States, it might be possible to translate this latent consensus 
into an explicit agreement among EU Member States to avoid welfare cutbacks that would 
significantly reduce their overall spending position. This would leave all countries free to 
pursue structural and institutional reforms, but it would eliminate welfare cutbacks from 
the tool set of economic competition.

Beyond that, there is now some hope that some forms of tax competition will be con-
strained by political agreement on common ground rules for the taxation of foreign firms, 
whereas similar agreements on the taxation of capital interest seem to remain more difficult. 
By contrast, there seems to be no progress at all on the more important issue of establish-
ing a Europe-wide social minimum. For the countries that already have relatively generous 
schemes of minimum income support and social assistance, harmonization would again 
run into difficulty because of structural and institutional differences – which could be 
overcome through agreement on purely quantitative standards of minimum support, 
defined again in relation to a country’s average-income position. For the Southern coun-
tries, however, that do not yet have such programs, and even more so for the future 
Member States in Central and Eastern Europe, the implementation of Europe-wide 
minimum-income standards would require major additional expenditures, that would not 
be feasible without financial support from the Union. However, if such support were 
forthcoming – perhaps through a redirection of the cohesion funds7 – it might be necessary 
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and possible to avoid the work disincentives inherent in the present social assistance pro-
grams of the richer Member States. In that case, Basic Income programs, most likely in 
the form of the Negative Income Tax, might indeed provide the most effective and efficient 
solution to the twin problems of poverty and unemployment, and European policymakers 
might well be persuaded to promote this strategy.

Notes

1. I realize that Basic Income and Its Cognates can be made to generate similar incentive structures 
through the appropriate manipulation of parameters (Van Parijs et al., 2000). But the different 
versions emphasize different justifications and are designed to optimize the achievement of dif-
ferent purposes.

2. The most plausible solution would be to raise the value-added tax on energy or material inputs into 
production which would shift the entire cost to the ultimate consumers of energy-intensive products, 
and which would not affect export competitiveness as long as the EU regime still operates under the 
“country-of-destination” principle. But in view of the regressive distributional consequences of VAT 
increases, this solution would have high political costs.

3. In addition, there seems to be a second line of argument that attempts to avoid the need to 
justify redistribution by proposing sources of revenue that seemingly belong to no one – such 
as a “Land Trust” collected from commercial uses of the national territory (Lehmann, 1998), a 
“European Eco-dividend” created by taxing the use of the environment (Quilley, 2000), or a 
“Tobin tax” on speculative transactions (Standing, 1998). It is clear that none of these ideas 
could produce the “free lunch” that they seem to promise. At best, they would direct redistribu-
tive efforts at particularly unpopular target populations.

4. Civil and criminal law seem to rely on the same assumption when they impose a universal duty 
to refrain from positive action that would injure another’s life, liberty or property, whereas the 
duty to engage in positive action in order to prevent, or compensate for, damages caused by 
external forces arises only from specific (familial, contractual or situational) relationships between 
the parties.

5. Interestingly, Basic Income articles that begin by asserting “that the income from the resources 
of the planet and the universe should be divided equally among us because that is the only way 
that is fair, that is moral, that is right” (Schutz, 1998: 1) continue by calculating Basic Income 
payments to inhabitants of the United States on the basis of unearned American wealth (Schutz, 
1998: 7). In fact, I did not come across one contribution at the 1998 BIEN Congress that 
advocated Basic Income payments based on an equal distribution of unearned incomes among 
the population of the planet. In practical terms, therefore, Basic Income advocates also seem to 
assume that entitlements will be nationally circumscribed.

6. Moreover, since solidarity is based on assumptions of reciprocity, it creates, not only a duty to 
assist other members in case of need, but also a duty of recipients to make use of opportunities 
to help themselves. This would morally justify means testing as well as a duty to accept available 
and suitable work opportunities.

7. Editor’s note: As it is used by the author here, the expression “cohesion funds” refers to the 
various financial funds within the framework of the European Regional Policy.
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Chapter 69

Is Basic Income Politically 
Feasible in a Social Europe?

Philippe Van Parijs1

Excerpts from Van Parijs, P. (2000). Basic Income at the Heart of Social  
Europe? Reply to Fritz Scharpf. In R. van der Veen and L. Groot (eds)  

Basic Income on the Agenda. Policy Objectives and Political Chances. 
Amsterdam University Press, Amsterdam, pp. 161–169.

No nonsense. This is the tone of Fritz Scharpf’s contribution. This is the language which 
Basic Income supporters must be able to grasp – and willing to hear – at least if they are 
not to degenerate into a motley assembly of soft-minded do-gooders; if they are not to be 
ruthlessly driven into the margins by a harsh, uncompromising reality, but instead to help 
shape the future in accordance with their visions of freedom and equality. Not through 
relentless, repetitive preaching, but by means of the resolute and astute action which they 
must aim to inspire and guide, but will never successfully steer unless they adopt the 
no-nonsense attitude advocated and practiced by Fritz Scharf.

Political Feasibility: National Solutions

A no-nonsense approach does not only need to think hard about goals and instruments, 
but also about what conditions need to be fulfilled for the best instruments to be politically 
feasible, or indeed what the best remaining instrument might be once the politically unfea-
sible ones have been filtered out. Here we enter the specifically European dimension of 
the social policy debate, regarding which I have found Fritz Scharpf’s earlier writings par-
ticularly illuminating and congenial.2 The no-nonsense news, in this area, is not good. Here 
it is.

All proposals in the set which Scharpf (rightly) favours over the status quo have one 
important feature in common: they all imply an increase in the progressiveness of the overall 
transfer system in such a way that low earners end up with a higher income than before.3 
But what if one of the Member States of the EU introduces such a policy in the context 
of a single market with a growing mobility of capital, consumer demand and skilled 

From Van Parijs, P. (2000). Basic Income at the Heart of Social Europe? Reply to Fritz Scharpf. In  
R. van der Veen and L. Groot (eds) Basic Income on the Agenda. Policy Objectives and Political Chances. 
Amsterdam University Press, Amsterdam, pp. 161–169. Reprinted with permission.
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workers? True, for the time being, mobility is still low enough for the economic feasibility 
of such national moves not to be in doubt. A sufficiently resolute government should be 
able to take advantage of this slack, and to credibly dismiss as part of a dishonest scare 
campaign, the claim that any major increase in net transfers towards low earners would 
dangerously rock the boat. A no-nonsense view of political feasibility, therefore, should 
not preclude advocating a vigorous use of one or more of the instruments mentioned 
above. But it does require one to look ahead, to anticipate in time, without exaggerating 
its immediate relevance, a growing tension, whose irresistible political exploitation could 
soon become a painfully binding constraint.

For a higher net taxation of high earners (or their employers) will tend to put off the car-
riers of increasingly crucial human capital.4 The lower net taxation of low earners, on the 
other hand, will not only make double sure the country keeps its least productive workers, 
but will also make the country more attractive for low-skilled immigrants, whether from 
other EU countries or from the outside world, in search of a better place to settle. The very 
success of the various policies considered in fostering the expansion of permanent low paid 
jobs (many of which may well enjoy a net subsidy, taking all aspects of collective consump-
tion into account) will thus create a sucking effect on poorly productive worker.5 Combined 
with the deterrent effect on net contributors, this pressure, if sizeable enough, will make it 
unwise for any member state to try it alone.6 Or at the very least, it will make it irresistibly 
easy for people opposed to it for any reason to brandish so effectively the risk of unsustain-
ability that those advocating significant steps in this direction, indeed even those who will 
want to do no worse than now in this respect, will be in for a tough political ride.7

How can the rise of these predictable constraints be halted? I cannot see how this could 
be, as elliptically suggested by Fritz Scharpf, through the introduction – arguably desirable 
for other reasons – of a clearer institutional separation between redistributive and social 
insurance schemes (on the Dutch, as opposed to German, pattern). Nor can I see how this 
could be through the reduction of the visible tax burden that would result from introduc-
ing, on the Swiss pattern, means-tested user charges (for education, for example) or means-
tested public contributions to a compulsory health insurance package. For either the 
phasing out of the benefit operates steeply at the bottom of the wage scale, in which case 
the unemployment trap of standard means-tested assistance is deepened, and the objective 
of fighting unemployment is sacrificed. Or the phasing out operates more smoothly and 
reaches higher earners, in which case it amounts again (compared to a more universalistic 
status quo) to an increase in the effective net taxation of the high-earners, through the 
withdrawal of benefits they previously enjoyed, and the constraint of “tolerable” taxation 
is presumably not better met.8

Political Feasibility: Harmonization

Any serious hope of loosening the constraints that stem from fiscal and social competition 
in a single market must lie in a coordinated action on a higher scale, that is, in “social 
Europe.” Harmonization in a strong sense is not very promising, if only because, as Scharpf 
emphasizes here and elsewhere, the structures and levels of social protection are too dif-
ferent in the various Member States. One could, however, envisage something very general 
and supple, but nonetheless firm enough, such as Scharpf’s interesting suggestion of a 
requirement that no country should be allowed to deviate (by too much) from a ratio of 
social spending to GDP which would increase as GDP per capita increases. But part from 
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technical difficulties, there are two fundamental stumbling blocks that undermine the 
political chances of such a proposal.

First of all, think of two countries with family support schemes which affect identically 
the disposable incomes of identically situated families, one through cash benefits and the 
other through (refundable) tax credits. This plainly illustrates how arbitrary it would be to 
only take explicit expenditures into account. Some tax reductions and exemptions will also 
have to count. But clearly not all: not a tax reduction conceded, for example, to expatriates 
or to innovating businessmen. But if such discrimination is made among tax expenditures, 
why not also among explicit public expenditures? Can family allowances to affluent house-
holds count, for example, or expenditure on higher education, which more than propor-
tionally benefit people who are likely to come from, and are even more likely to move into, 
comparatively affluent income categories? Though convenient, because of the relative ease 
with which it can be measured, the ratio of social spending to GDP is therefore far too 
crude an indicator of a country’s redistributive performance for it to perform the job 
assigned to it.

Something more sophisticated – and complicated – could conceivably be designed to 
provide a better proxy for this redistributive performance. One might think, for example, 
of some measure of the gap between pre-tax-and-transfer and post-tax-and-transfer lifetime 
income inequality. But both the cruder indicator and the more sophisticated one meet a 
second obstacle. Both the level of social spending of one country and its redistributive 
performance, as measured by such an index, may be higher than those of another, despite 
the fact that, for any given distribution of income, its tax-and-transfer institutions would 
redistribute less than those of the other country. This can easily happen simply because 
the pre-tax-and-transfer income distribution can be more equal in the former country than 
in the latter. And since the level of pre-tax-and-transfer inequality is at partly under the 
control of a country’s institutions – its educational system, industrial relations, inheritance 
laws, and so on – it would seem wrong to castigate a country whose redistributive perform-
ance is comparatively poor because its primary incomes are comparatively equal. Something 
more sophisticated still could be thought up, but we would then have moved a very long 
way from the simple, easily intelligible, readily verifiable, uncontroversial index which 
would have had some chance of being accepted by Member States as the basis for a binding, 
firmly enforceable rule.

Political Feasibility: The Euro-Dividend

If this path is no good, then perhaps it is not too early to start thinking about something 
that sounds more radical, but may in the end prove more realistic. Instead of trying to 
harmonize the various national systems, be it only in order to block a race to the bottom, 
should one not start building an EU-wide interpersonal transfer system? The ambition 
cannot and must not be to erect an EU welfare state that would replicate the structure of 
national welfare states. There are good reasons, not only for regarding this as unfeasible, 
but also as undesirable.9 Being far less under pressure, the insurance component of the 
national welfare states does not require urgent protective action. The focus should rather 
be on “the more important issue of establishing a Europe-wide social minimum” (Scharpf, 
2000). Especially if the EU expands into Central and Eastern Europe, this will require 
“major additional expenditures, that would not be feasible without financial support from 
the Union” (Scharpf, 2000).
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What form should this Income Guarantee take? According to Fritz Scharpf (Scharpf, 
2000), “it might be necessary and possible to avoid the work disincentives inherent in the 
present social-assistance programs of the richer Member States.” A.B. Atkinson (1998: 
146) emphatically agrees. A means-tested minimum Income Guarantee, he argues, is defi-
nitely not the way forward for social Europe. Not only for the general reason that it unfairly 
penalizes the work of poor households more than anyone else’s, but also for the specific 
reason that a European-wide minimum “has to be based on a benefit that is simpler than 
means-tested social assistance.”10 The alternative, which Atkinson favors is a Universal Basic 
Income that would replace all income tax allowances, but not social insurance benefits. 
After conceding that, “despite finding supporters in all political parties, the scheme has not 
got close to being introduced,” he expresses his conviction “that, in order to secure politi-
cal support, it may be necessary for the proponents of Basic Income to compromise – not 
on the principle of no test of means, nor on the principle of independence, but on the 
principle of no test of means, nor on the principle of independence, but on the uncondi-
tional payment” (Atkinson, 1998: 148). He therefore proposes, also at the European level, 
a “Participation Income,” a Universal Basic Income for all those who satisfy some minimal 
participation condition (not just full- or part-time paid work, but also education, care and 
voluntary work). He is aware that the question of how to interpret this broad participation 
condition may prove even trickier at the European than at the national level.11 Nonetheless, 
he believes “that such a Participation Income offers a realistic way in which European 
governments may be persuaded that a Basic Income offers a better route forward than the 
dead end of means-tested assistance.” (Atkinson, 1998: 149).

I have no problem with such a strategy. Nor should, I believe, Fritz Scharpf, given his 
concern to work out a compromise around which like-minded people could gather. As 
argued above, once goals are suitably clarified, I doubt much disagreement will remain at 
that level. Once instruments are evaluated in terms of their actual or likely consequences 
for the achievement of these goals, the universal floor favored by Atkinson and others 
(including myself) dominates Negative Income Tax schemes, or the combination of earned 
income tax credit (or a fortiori other forms of employment subsidy) and existing means-
tested assistance.12 Finally, once the new European context is taken into account. Fritz 
Scharpf’s insightful analysis of political constraints itself leads, step by step, to the radical 
idea of an EU-wide Universal Basic Income. There is no reason to expect this path, to 
which the exploration of dead ends has led us, to be easy to tread. And there will need to 
be compromises at every stage. One of them is on the so-called “counterpart,” on the idea 
of subjecting the right to Basic Income to the fulfillment of some socially useful activity. 
For reasons stated by both Atkinson and Scharpf, there is no doubt that subjecting a Uni-
versal Basic Income to such a condition would increase its immediate political chances.

Hence, without neglecting the potential that still exists and must keep existing at national 
levels, let us pay serious attention to this Euro-dividend for all “active” European citizens. 
Let us work out a precise scheme that credibly offers, at the same time, a strong brake on 
fiscal and social competition between Member States and a decisive contribution to solving 
Europe’s unemployment problem. Let us find ways of persuasively presenting it for what 
it is: not a mega-welfare state, not a substitute for national welfare policies, but rather a 
floor under them all that will enable them to survive more easily and to do a better job. 
Let us map in detail the transition path, how the adjustments will most smoothly be done 
in the EU budget and in national tax and benefit structures. Let us get ready for when the 
strains created by the co-existence of a single currency and separate governments will make 
themselves felt; for when the seed to stabilize populations will become more acute; for 
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when European decision-makers will be looking for a realistic way of preserving and devel-
oping, under unprecedented conditions, something they claim to be a central component 
of the European project: “social solidarity.”

Wishful thinking? Perhaps not, if goals are lucidly stated, if instruments are appropriately 
assessed, and if political constrainsts are properly understood. Not, in other words, if Fritz 
Scharpf’s welcome invitation is taken seriously, if his no-nonsense approach is consistently, 
tirelessly practiced.

Notes

 1. This paper was written within the framework of the PAI project “The New Social Question” 
(Belgian Federal Government, Prime Minister’s Office, Federal Office for Scientific, Technical 
and Cultural Affairs).

 2. See for example Scharpf (1994; 1996a; 1996b; 1996c).
 3. This fits in with Scharpf’s (1999: section 3.2) most striking conclusion from a systematic com-

parative analysis between a country’s employment performance and the structure of its transfer 
system: there appears to be a significantly negative impact of proportional forms of taxation 
(consumption tax and social contributions) on employment levels, while there is little effect of 
progressive taxation (in particular the income tax).

 4. This is not a matter of increasing compulsory contributions yielding corresponding insurance-
based benefits, in the form of pensions, sick leave or unemployment benefits. Growing mobility 
may put somewhat greater pressure on such transfers (because of enhanced adverse selection), 
but there is no comparison, as Atkinson (1998: 143–144), for example, emphasizes and as 
Scharpf is well aware, with the increased pressure on the non-insurance-based, ex ante redis-
tributive aspects of Europe’s welfare states.

 5. See, for example, what Krause-Junk (1996) regards as the most crucial objection to Negative 
Income Tax proposals of the type advocated by Joachim Mitschke (1985; 1995). As wages would 
no longer need to cover subsistence, neither employers nor Unions will be under the same pres-
sure to keep jobs productive, and Germany will become a low-productivity country, with a com-
bination of low wages and Bürgergeld that will be particularly attractive for poorly skilled 
immigrants from Southern (and soon Eastern) Europe.

 6. For those who dread this inflow of poorly productive labour power, the threat should be worse 
if the attraction is the prospect of (henceforth profitable) low-productivity jobs, rather than 
that of benefits. For claimants can, more easily than workers, be kept away by ad hoc rules or 
by the social assistance administration’s unwelcoming attitude.

 7. There may perhaps be some hope of hiding the net subsidies to low-paid work, probably greater 
in the case of NIT, EITC or reduced social security contributions than in the case of a Universal 
Basic Income. Hence, presumably, one source of Scharpf’s lower assessment of the latter’s 
feasibility.

 8. Two provisos are in order. Firstly, if the phasing out for higher earners affects selectively those 
provisions which disproportionately benefit households with children (family allowances, child 
care, education), sustainability may be hardly affected. For households with children arguably 
tend to be less mobile than childless households (and the less mobile, the greater the loss from 
the phasing out of these benefits) and hence less able to issue credible threats of leaving, in the 
emerging globalized context. Secondly, political feasibility may not only be affected by the 
political use of the risk of economic unsustainability caused by excessive net taxation, but also 
by the political use of the perception of gross taxation. In this respect, the phasing out of a 
benefit may be less damaging than a higher explicit marginal rate, just as a funding of the Basic 
Income by the value added tax (e.g. Duchatelet, 1994; 1998), by energy taxation (e.g. Genet, 
1991; Robertson, 1998), or indeed by (non-inflationary and de-privatized) money creation 
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(e.g Huber, 1998; 1999) would have an advantage, in this respect, over the income tax, even 
though it also essentially amounts to reducing the purchasing power of relatively high income 
earners.

 9. I develop the reasons behind this normative undesirability in Van Parijs (1999).
10. See Schmitter (1999) for a radical proposal of a means-tested European minimal income. See 

Van Parijs (1996) for an argument against it along lines similar to the one taken by Atkinson 
(1998).

11. Note, however, that, even if the implementation of the condition is pretty much left to the 
discretion of national governments, there would be no perverse incentives of the sort generated 
by a centrally funded but locally administered means-test. With a means-tested Guaranteed 
Income funded at the European level, national or local governments would systematically find 
it in their political interest to disregard some potential recipients’ means (and hence to compete 
with each other in terms of how lax an interpretation they give to an insufficient-means condi-
tion). But with a counterpart-tested Guaranteed Income, they would not have a similar incen-
tive to disregard the failure to perform some socially useful activity (nor therefore to compete 
with each other in terms of how lax an interpretation they give to a participation condition).

12. Even if, as in all reasonable short-term variants, the Universal Basic Income or Negative Income 
Tax is not a full substitute for social assistance, it always implies a significant reduction in its 
level, whereas EITC does not, since by itself (unlike Universal Basic Income and Negative 
Income Tax) it grants no benefit whatever to nonworkers.
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Chapter 70

Basic Income in the South
Philippe Van Parijs

Excerpts from Van Parijs, P. (2003). La Renta Básica: ¿Por qué, cómo y cuándo en el 
Norte y en el Sur? In J. Giraldo (ed.) La Renta Básica, más allá de la sociedad salarial. 

Escuela Nacional Sindical, Medellín.

There are some developing countries which are making significant steps towards Basic 
Income, both in terms of public debate and institutional reality. More specifically, there 
are two countries where present discussion is focused on the Basic Income proposal and 
where we can find particularly interesting experiments.

The first of these countries is South Africa. Since the final period of apartheid, before 
the African National Congress came to office, there has been a minimum pension paid to 
every women over 60 and to every man over 65 if they do not receive a pension from 
other sources. The case of South Africa is very interesting because the benefit was estab-
lished in the last years of apartheid, and is the most redistributive social policy scheme in 
the South African welfare system. Moreover, it is the most redistributive cash benefit in all 
sub-Saharan Africa. This benefit is particularly interesting because it does not create 
dependency relations, contrary to other schemes in the welfare state. In this case, more 
than 90% of the black population in South Africa keep this right even when the youngest 
members of their family start to work: the grandparents do not lose the benefit, nor is the 
income from work in the household deducted from it. But there are also some disadvan-
tages: for many households, the death of a grandmother is a financial disaster; it is not 
surprising, then, that many grandmothers “die” administratively several years after their 
physical death.

At present, there is an important social movement in South Africa, which includes the 
union confederation COSATU (Congress of South African Trade Unions) and the Catho-
lic Church, that demands the introduction of a Basic Income in the radical sense of an 
unconditional income at the level of US$10 per month. The contrast with the amounts 
of US$250 and US$600 I mentioned earlier is evident,1 but one should understand this 
in a context where half of the 40 million South Africans live with a monetary income of 
less than US$2 per month. I think that for the inmediate future this proposal is Utopian 

From Van Parijs, P. (2003). La Renta Básica: ¿Por qué, cómo y cuándo en el Norte y en el Sur? In  
J. Giraldo (ed.) La Renta Básica, más allá de la sociedad salarial. Escuela Nacional Sindical, Medellín. 
Translated by J.A. Noguera (ed.). Reprinted with permission of the publishers and the author.
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in South Africa, but it is interesting that this social movement, partially inspired by BIEN 
(Basic Income European Network), exists.

The second country I find particularly interesting is Brazil. There is a very strong debate 
since the introduction in the Federal Senate of an ambitious proposal: a guaranteed 
minimum income for all Brazilians in the form of a Negative Income Tax, presented by 
senator Eduardo Suplicy, who was elected in São Paulo as a candidate of the Workers’ Party. 
Incidentally, one of the senators who voted in 1991 in favor of the introduction of this 
minimum income scheme was Fernando Henrique Cardoso.2

During the 1990s there were a lot of local experiments of Bolsa Escola, which is a form 
of minimum income for families with children who do not reach a certain income level, 
but conditioned to school attendance of children between 7 and 14 years of age; if this 
condition is not satisfied, the family is not eligible for the benefit. This is an important 
aspect in a country where school attendance is far from 100%, especially among the poorest 
families. But there are a lot of experiments of this kind. The most extensive ones take place 
in Brazilia’s Federal District, in the city of Campinas, and now in São Paulo thanks to the 
mayor Martha Suplicy.

Obviously, we are far from a universal citizen’s income like the one proposed by senator 
Suplicy in his book Renda de Cidadania (2004). According to him, the implementation 
of a universal and unconditional income which avoids dependency traps is an aim to be 
achieved in a quite distant future; but, though I am pessimistic about an early realization 
of the idea, I think it works as an horizon for short-term proposals. This is very important 
in countries such as Brazil for two reasons.

In the first place, in the light of other countries’ experiences, the problems of depend-
ency traps, which are inherent to the selective mechanisms of the welfare state, should be 
anticipated. A solution should be ready when the moment arrives for those problems to 
threaten the legitimacy of the steps already made towards Basic Income. Secondly, we 
should be able to propose a societal model that is an alternative to traditional socialism, 
understood as collective ownership of the means of production, as well as to neo-liberalism 
and to the conventional welfare state associated with social democracy.

This point of view is important in order to guide and motivate action, but probably it 
is even more important in order to elaborate feasible proposals in the short term. In a 
country like the Netherlands a modest Unconditional and Universal Basic Income is a 
realistic proposal for the inmediate future: its net cost would be quite low, since a guar-
anteed minimum income already exists. But in countries like Brazil, where no general 
targeted minimum income program exists, and where an important part of aggregated 
income is not detected by the tax system, it is obvious that the immediate introduction of 
a Universal Basic Income would be irresponsible. It would also be irresponsible to argue 
that it is possible to fund this program without trouble simply through money creation. 
It would be unsound to argue that one can count on the self-financing of the program 
through a positive macroeconomic effect on economic activity. Therefore, it is unavoidable 
that progress be made in the short term through selective schemes.

I want to define this idea a little bit more. It is clear for me that in countries like Brazil 
it is not possible to progress in the short term by applying completely universal programs, 
with benefits paid to the rich as well as to the poor, which is one of the central tenets of 
the idea of a Basic Income; on the contrary, I think progress should be made through 
selective schemes. However, the big problem of selective schemes is that they necessarily 
tend to create dependency and unemployment traps, which partly threaten their own eco-
nomic feasibility and political credibility.
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There are different ways of reducing this risk. In what follows I will make three brief 
remarks on the chances to do that.

1. One may think in a design which gradually reduces the level of benefit for the poor 
as a function of the income they get from other sources, so that the benefit is not 
suddenly withdrawn. Suplicy’s original proposals for Brazil, for instance, are of this 
kind. The administrative feasibility of this strategy should be explored, because it would 
be necessary to establish means-tests for a number of persons much higher than the 
number of excluded persons, and for a huge number of households; some households 
with many children would be eligible for quite high levels of the benefit, and in these 
cases it should be possible to test in a reliable way their family income, with all the 
administrative costs associated with that. This type of scheme obviously has a higher 
coverage than a strictly targeted one, because a larger proportion of the population 
would be eligible, but it also has a higher risk of creating dependency traps.

2. Secondly, I will mention family benefits schemes in countries that have completed their 
demographical transition. In countries such as Brazil it is sound to link the payment 
of a Basic Income with the duty to attend school, but the danger exists for families 
with children of creating a dependency trap for the parents, because when an adult 
member’s income increases they may lose the benefit. But in Brazil there is a small tax 
credit for working class families. An intelligent measure would be to gradually integrate 
tax credits for families with formal income within a universal family benefit; at present, 
there are, on the one hand, the formal workers who receive a family benefit in the 
form of a tax credit, and, on the other hand, the poorer informal workers who are 
only eligible for Bolsa Escola. But, in addition, there is a third part of the population 
that is eligible for nothing, and this possibility of having nothing is what creates a 
dependency trap for people in the lower levels of income distribution. Therefore, a 
gradual integration of all family benefits in the form of a Basic Income for children 
paid to the mothers is an intelligent step in the right direction which is in no way 
Utopian in some developing countries, but always on the condition that they have 
completed the demographical transition. I think this is an intelligent move for Brazil, 
but not for sub-Saharan Africa, where a basic pension would be much more 
effective.

3. My third remark is that a basic pension for all those who do not receive a formal 
pension is a mechanism that should be explored not only in sub-Saharan Africa but 
also in other developing countries; one difficulty is that it would create a kind of 
“formal employment trap,” because it would lower the incentives to work in the formal 
economy, where the right for a formal pension is generated: if you do not have a 
formal pension you will always have the right to the basic pension. But it is also impor-
tant to make steps in the direction of basic unconditional pensions and basic uncon-
ditional family benefits.

It is clear that these type of measures may be defended on such grounds as solidarity 
and social justice, but, especially in developing countries, they should also have a positive 
effect on economic efficiency and a visible impact on development. For instance, there are 
very accurate studies on the effect of basic pensions on health standards in South Africa; 
there are also empirical studies that show that the Brazilian type of minimum income  
has an important impact on school attendance for many young people. It seems evident 
that minimum income mechanisms of this or other types have a remarkable effect on the 
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stabilization of rural population, because they entail a net transfer to the most rural local 
areas, and that avoids overpopulation and concentration of large unemployed masses in 
urban areas, with all the typical consequences in terms of crime rates, and so on.

Notes

1. Earlier in the original text, the author gave these amounts as corresponding to possible partial 
and full Basic Income schemes in developed countries.

2. Fernando Henrique Cardoso was president of Brazil when Philippe Van Parijs was giving this 
lecture, and he opposed the proposal during all his mandate.
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Chapter 71

How Cash Transfers Promote the 
Case for Basic Income

Guy Standing
Originally published as Standing, G. (2008). How Cash Transfers Promote  

the Case for Basic Income. Basic Income Studies, 3 (1), 1–30.

This article first presents some principles for assessing the effectiveness of various forms of 
income-support scheme in combating economic insecurity. In the light of those principles 
it goes on to review experience with food aid and vouchers, seen as the main alternatives 
to cash transfers, before discussing the growing use in developing countries of both con-
ditional and unconditional cash transfers. Separate sections deal with cash transfers in 
emergency and development aid, incomes for school attendance, social pensions and dis-
ability grants. In concluding remarks, it is argued that experience with cash transfer schemes 
to date gives empirical support to arguments in favour of a universal Unconditional Basic 
Income.

Economic Insecurity and Social Justice Principles

In assessing the potential of cash transfers, it may be useful to identify the nature of eco-
nomic insecurity, clarify types of income-support scheme, and set out some principles or 
criteria by which to judge alternative ways of assisting the economically insecure and 
disadvantaged.

Economic insecurity

Briefly, economic insecurity reflects exposure to several forms of risk and uncertainty and 
a limited capacity to cope with adverse outcomes and recover from them. To a greater or 
lesser extent, any individual could be said to be exposed to idiosyncratic risk that reflects 
life-cycle contingencies, such as a spell of unemployment, an illness or a disabling accident. 
This is the sphere of classic social security schemes. But there is also co-variant risk, where 
one adverse event has a high probability of triggering others, and systemic risk, where 
whole communities are exposed.

From Standing, G. (2008). How Cash Transfers Promote the Case for Basic Income. Basic Income Studies, 3 
(1), 1–30. © Guy Standing 2008. Reprinted with the kind permission of the author.
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This leads to the distinction between shocks and hazards. Shocks have become more 
numerous as a result of globalization and global warming. Included are sharp economic 
downturns that sweep entire communities, economies or regions. More generally, there 
are circumstances that one can characterise as socio-economic disasters, whether they be 
quick-onset disasters, as in the case of earthquakes, floods, tsunamis or a sudden economic 
collapse, or slow-onset disasters, as in the case of droughts, famines, or and epidemic such 
as HIV/AIDS.

These situations of shock should be distinguished from the notion of hazards, which are 
important sources of economic insecurity in many developing countries. Hazards may be 
defined as predictable (and often desired) life events that have a high probability of an 
adverse effect, or a sequence of adverse effects, for an individual or family. They include a 
death of a relative, weddings, births, a migration event, and retirement.

Whether shock or hazard, the resultant costs can erode a household’s capacity to sustain 
its normal livelihood base, perhaps by pushing it into debt or into mortgaging land, or by 
preventing it from buying seeds or fertilisers.

Economic insecurity also arises from uncertainty. With uncertainty, one is unsure about 
one’s actual interests or unsure how to realise them. The outcome of decisions cannot be 
predicted with any confidence, and often this is combined with a perceived inability to 
know what to do if an adverse outcome materialises. A high degree of uncertainty pushes 
people into more risk-averse behaviour, especially if the consequences of an adverse outcome 
could be catastrophic. Those producing in agrarian economies or where economic activity 
is dependent on climate conditions are likely to face chronic uncertainty. Anything that 
lessened that uncertainty could be expected to have a beneficial effect on higher-yielding 
investment, innovation and purposive decision-making.

So, security arises from being able to deal with shocks, hazards and uncertainty. Although 
it will not be argued here, it is a premise of this chapter that basic economic security is 
essential for freedom and development. Basic economic security is in turn defined as a 
threefold set of circumstances. First, it requires limited exposure to idiosyncratic, co-variant 
and systemic risks, uncertainty, hazards and shocks. Second, it requires an ability to cope if 
they materialise. And third, it requires an ability to recover from adverse outcomes.

Types of income support scheme

With those points in mind, to assess possible policies a further set of distinctions should 
be made. We may say that a scheme is universalistic if it is intended as a right for all the 
population, although perhaps based on citizenship or long-term residence. A scheme is 
targeted if it is intended for a specific group, defined by some test of eligibility, be it 
poverty, age, employment capacity or whatever. A scheme is selective if it uses some speci-
fied criteria to determine eligibility, such as a means test. A scheme is conditional if it 
requires some specified behaviour, usually work-related, on the part of the recipient, or in 
some cases family members of the recipient.

In practice, there are instances of targeted universalistic schemes for which all those 
belonging to a particular group are eligible regardless of their means. An example is the 
universalistic social pension introduced in several countries, such as Namibia and Mauritius. 
More common at the moment are targeted selective schemes, which define intended ben-
eficiaries by their social group (e.g., women with young children) and by their poverty 
(having an income or assets below some threshold value).
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Means testing has been criticised as inequitable and a deterrent to work, especially for 
low-skilled worker, through what are known as poverty traps or unemployment traps. In 
developing countries, the problems are compounded by the difficulty of applying meaning-
ful tests to undocumented income that may fluctuate erratically and substantially. This has 
prompted many countries to resort to proxy means testing, where visible indicators of 
income (such as quality of housing) are used to determine eligibility for a particular benefit, 
since it was first tried in Chile in 1980 (Clert and Woden, 2001; Raczynski, 1991).

Proxy means testing requires selection of relevant proxy indicators of social deprivation, 
such as location of residence, quality of dwelling or type of economic activity the household 
is engaged in. None of these is a very reliable indicator of poverty per se. Accordingly, 
some authorities have been drawn to rely on relatively sophisticated statistical models using 
a few variables to estimate the profile of somebody who should be regarded as in need. 
However, the technique is prone to all three types all three types of failure that should be 
used to assess any social protection scheme.

Schemes can have a high or low exclusion error – that is, they may exclude a large or 
small number of those for whom the benefit is supposedly intended. This is particularly 
likely with area-based targeting. Schemes may also have a high or low inclusion error – that 
is, they may include people for whom the benefit is not intended. Third, schemes may 
have a high administrative cost relative to the cost of the overall scheme. Many schemes 
are vitiated by excessive administrative costs that mean that far fewer people can be benefi-
ciaries, given limited resources.

In the case of proxy means tests, collecting and analyzing data to be used in a formula 
to identify the targeted group will involve hefty administrative cost. There will also be 
substantial exclusion errors, since even the best econometric equations estimate only about 
50% of the variability of income, implying a very imperfect means of identification of 
potential recipients (Coady, Grosh, and Hoddinnott, 2004). Such schemes also involve 
obvious immoral hazards if the proxy indicator is known to the possible recipients.

Policy evaluation principles

Following earlier work,1 this paper is based on a belief that policies should be judged, or 
evaluated, by whether or not they satisfy the following five policy principles:

The Security Difference Principle – A policy or institutional change is socially just only if it 
improves the security of the least secure groups in society. The Security Difference Principle stems 
from Rawls, who from a liberal philosophical perspective essentially argued that social and 
economic inequalities are only just if they allow for the betterment of the worst-off groups in 
society (Rawls, 1973).

The Paternalism Test Principle – A policy or institutional change is socially just only if it does 
not impose controls on some groups that are not imposed on the most free groups in society. Under-
lying this principle is the Millian liberal view that there is a prima facie case against paternalism 
(except in the case of young children and those who are medically frail), particularly against 
those forms that constrain the freedoms of the disadvantaged.

The Rights-Not-Charity Principle – A policy or institutional change is socially just if it enhances 
the rights of the recipient of benefits or services and limits the discretionary power of the providers. 
This third priciple is also crucial for assessing alternative benefit schemes. A right is possessed 
by virtue of a person’s humanity or citizenship, and cannot be made dependent on some 
behavioural conditionality. Social and economic entitlements should be rights, not matters for 
the discretionary decisions of bureaucrats or philanthropists or aid donors.

Widerquist_8107_c71_main.indd   529 3/5/2013   9:15:01 AM



Widerquist—Basic Income: An Anthology of Contemporary Research

Se

530 Guy Standing

The Ecological Constraint Principle – A policy or instititional change is socially just only if it 
does not involve an ecological cost borne by the community or by those directly affected. Benefit 
schemes should be subject to the constraint that they should not deliberately or carelessly 
jeopardise the environment.

The Dignified Work Principle – A policy or institutional change is just only if it does not impede 
people from pursuing work in a dignified way and if it does not disadvantage the most insecure 
groups in that respect. The two-part test in this principle involves two implicit value judgements 
– that work that is dignifying is worth promoting (whereas any deterioration in working condi-
tions or in opportunities would not be), and that the policy should enhance the range and 
quality of work options of the most insecure groups relative to others, or more than for others. 
The main point is to determine whether or not a scheme favours the development of more 
freely chosen work opportunities and work capabilities.

Before proceeding, it is also worth recalling Tony Atkinson’s two measures of poverty-
reduction efficiency – vertical and horizontal, the former measuring the extent to which 
there is leakage of money intended for the poor going to the non-poor, the latter measur-
ing the extent to which the poor are actually helped (Atkinson, 1995).

The difficulty with this dualism is that, for example, a scheme may reach 70% of a target 
group, but they may be the least severely affected, leaving the worst-off 30% no better off 
or even worse off. Using the horizontal-vertical efficiency approach could produce other 
difficulties. For example, if another programme reached 70% who were the worst-off  
and did so at the cost of some leakage to the non-poor, that might be judged less efficient. 
It is thus advisable to be cautious about evaluating policies using the language of 
efficiency.

The following discussion looks first at the main alternatives to direct cash transfers and then 
turns to a more detailed discussion of conditional and universal forms of transfer. It leaves out 
of consideration cash-for-work and emergency public works schemes, which the author has 
written about elsewhere (United Nations, 2007, ch. VI).

Food Aid

The primary claim in favour of food aid, including subsidized food, is that it responds to 
the priority needs of the poor. It is an anti-poverty device. It is also perceived as horizon-
tally efficient in that it is self-selecting. The poor will want the food aid; the wealthier will 
not. Food aid, it is reasoned, will also be relatively appreciated by recipients, as well as easy 
to legitimize with donors and the median voter.

The main criticism of food aid is that the vulnerable may not lack food per se, or may 
not see their future as made secure by access to more food. Such commodity-based aid is 
also paternalistic, in that it presumes that what people want is more food, and/or that they 
would not spend money on food if given the freedom to make choices for themselves.

Food aid is also potentially market distorting, eroding incentives for local farmers, espe-
cially if the food is coming from outside the community. It can thus disrupt local livelihoods 
and employment. Even the prospect of an influx of food aid can act as a deterrent to local 
farmers or producers or market traders. It may thus fail the Dignified Work Principle.

Food aid and subsidies also engender a sense of charity rather than economic rights. As 
with all subsidies, the food will be less appreciated than if the actual monetary value was 
paid. Food aid will therefore tend to result in waste, due to undervaluation, and/or exces-
sive consumption just because it is “free” (Tabor, 2002). Distributing food aid also has 
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high transaction and administrative costs. For instance, in India, the widely used meals-
for-schllo scheme is notorious – each rupee of food costs a rupee to distribute.

Finally, food aid often leads to perverse targeting, reaching those without much need 
for food while not reaching those who do need it, who may be more inaccessible.2 Thus 
it may, perversely, fail to satisfy the Security Difference Principle as well.

Though food aid has been the classic form of aid in times of emergency, there is growing 
recognition that to be effective it must be combined with cash grants if the intervention 
is to prevent the collapse of livelihood capacity in the affected communities. There is now 
considerable evidence from food-aid schemes that, without monetary assistance, many 
recipients are obliged to sell their food aid or cannot retain their land or raw materials 
because of accumulating debt. This was found to be the case, for instance, in and evalua-
tion of food aid given to refugees in Chad (LeJeune, 2004) and in a review of emergency 
food interventions in the Great Lakes region of Africa (Levine and Chastre, 2004).

In Afghanistan, beneficiaries of food aid were found to be selling the food they had 
received for less than a third of the cost of its delivery (Development Researchers Network, 
2003). And an evaluation of food aid in Ethiopia concluded that households would have 
taken much less in cash than the market value of their food aid and been equally satisfied 
(Barrett and Clay, 2003; see also Barett, Holden and Clay, 2002). Cash would have been 
less expensive, and would have been freedom-enhancing. Yet paternalism has typically 
prevailed, at the cost of limiting the revival capacities in local communities.

Vouchers and Food Stamps

The most common voucher schemes in developing countries have been for seeds  
and other agricultural inputs, the intention being to boost agricultural output and employ-
ment while curbing food poverty. Vouchers have also been used in foreign aid to com-
munities hit by economic or natural disasters, for instance, in the aftermath of the tsunami, 
in Indonesia, Sri Lanka and elsewhere, in the occupied Palestinian territories, and by the 
UK Government in its response to the Montserrat volcanic eruption. Significantly, in the 
last case, the authorities eventually switched to cash grants after recipients complained that 
the vouchers were too restrictive.

Among the claims in favor of vouchers is that they are, or could be made, self-selecting 
of those in need, if the items that can be obtained with the vouchers are what the wealthy 
have in abundance or simply do not want. Some have even argued that there should be a 
stigma attached to receipt of vouchers precisely to increase the self-selectivity of the poor.

One criticism of vouchers is that they require considerable planning and preparation, 
including the agreement of local traders to accept the vouchers. There have been reports 
that shops do not like dealing with vouchers because they involve extra administrative costs 
and uncertainty about reimbursement.

Another criticism is that – contrary to the claim that they promote self-selection – the 
stigmatization entailed by vouchers leads to lower take-up, not higher. Applying for and 
using a voucher are visible transactions that signal pverty or dependency, and there is no 
reason to presume that this will result in self-selection by the poorest and most insecure. 
In the UK, to take an extreme case, the Government had to abandon a special vouche 
scheme for asylum seekers because recipients were being identified and harassed.

Almost by definition, vouchers are paternalistic, in that they involve a decision by the 
state (or donor) on what people should be spending money. However benevolent and 
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well-meaning, that is undeniably a restriction of individual liberty. This is perhaps why the 
best form seems to have been “seed vouchers” combined with “seed fairs,” in which the 
paternalistic element has been moderated by enabling recipients to choose from among a 
large range of seeds. These have been reports that such seed fairs have worked quite well 
in various parts of Africa.

Any subsidy tends to distort spending patterns. Extensive research has shown that the 
US food stamps programme has resulted in people buying more food than they would 
have done had they received the equivalent in cash. Given the high incidence of obesity 
among the US poor, that in itself would be a reason to convert the voucher scheme into 
a cash transfer. Giving cash would not ensure that it was spent on healthier food, but there 
would be a lower probability that it would be spent on excessive food. How it would be 
spent would be a matter of individual freedom.

Conditional Cash Transfers

As noted at the outset, until recently there was little interest in the idea of using cash 
transfers as a means of reducing poverty in developing countries, even as part of interna-
tional aid in times of emergency. Thus a review of all UN consolidated aid appeals in 2004 
found almost no use of cash or vouchers; the appeals were dominated by traditional 
humanitarian responses, such as food aid, materials for shelter, clothing, seeds and so on.

However, there is a growing movement in favour of introducing cash transfers and even 
universal income grants in developing countries where it is commonly claimed that no 
universal system of social protection is financially feasible. As a senior World Band econo-
mist, in surveying the empirical literature, put it:

The conventional wisdom in mainstream development policy circles is that income transfers 
to the poor, and safety net policies more generally, are at best a short term palliative and at 
worst a waste of money. These views are starting to be questioned at two levels. Firstly, evi-
dence from careful evaluations has pointed to a number of sucsess stories. . . . Secondly, the 
presumption of an overall trade-off between redistribution or insurance (on the one hand) and 
growth (on the other) has come to be questioned. (Ravallion, 2003)

Claims in favor of unconditional cash transfers overlap to a certain extent with claims for 
so-called conditional cash transfers. Currently, the latter are the type in vogue, though the 
distinction is not as sharp as is sometimes depicted. One reason is that in some cases poli-
cymakers and their advisers use conditionality as a political device to legitimize the transfer 
with middle-class voters and financial agencies.3 In practice too, the difficulty and costs of 
implementing the criteria used for identifying beneficiaries can lead to merely token or 
discretionay application of the formal conditions. This has been the case of the state old-age 
pension in South Africa, which has been a celebrated success in redistributing income and 
boosting local small-scale economic activities.

Nevertheless, when commentators talk about conditional cash transfers they usually, at 
present, mean a selectivity device that goes beyond conventional means testing. The most 
well-known is the requirement that recipients should send their children to school. This 
is a form of paternalism, but it is a modest one given that society usually has a constitutional 
commitment to ensure that children are enrolled in and attend school. Other forms of 
conditionality are harder to rationalize on ethical or freedom-enhancement grounds.
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It is a contention guiding this chapter that the growing interest in conditional cash 
transfers as an aid and development tool will lead to a realization that most forms of selec-
tivity and conditionality are conveniences at best while being costly, inequitable, inefficient 
and offensive to basic egalitarian principle. Nevertheless, the current phase of policy devel-
opment is promising because experimentation with conditional cash transfers is proving 
that they can and do have a beneficial development role. We will returen to unconditional, 
universal income transfers later.

Cash Transfers in Emergency and Development Aid

Whatever the claims and counter-claims, support for providing the poor and disadvantaged 
with straightforward cash grants has taken off. Examples of experimental schemes are 
multiplying. Their advantages include speed, trasparency and the ability to allow those in 
need to make choices about how they spend the aid, thereby enabling them to retain a 
greater sense of dignity in times of crisis (Creti and Jaspars, 2006).

Based on experience in Africa, Asia and Latin America, Oxfam has issued guidelines for 
such schemes, recognizing that they are particularly appropriate for socio-economic crises 
where local purchasing power has been wiped out while food and other basic goods are 
potentially available.

They also have low administrative costs. As a World Bank study on Colombia’s experi-
ence with cash transfers concluded:

The cost of SISBEN design and application has been modest in absolute terms (about US$0.21 
per person in the registry, US$0.52 per beneficiary), and relative to the total amount of 
resources that have been targeted with SISBEN. It has been estimated that to target US$100 
dollars to a beneficiary costs less than US$70 cents. For some programs, such as the Condi-
tional Cash Transfer (CCT-Familias en Acción), the cost of SISBEN is about 0.5 percent of 
the total cost of the program (assuming this is the only program using SISBEN) (Castañeda, 
2003).

A cash transfer scheme that has been carefully evaluated is the Cash for Relief Programme 
(CfR) in Ethiopis. One of its primary objectives was to enable households hit by crop 
failure to rebuild their assets. The evaluation for the primary funders of the scheme, the 
US Agency for International Development (USAID), found that the cash grants had been 
very successful in regenerating livelihoods (Brandsetter, 2004). Rather than merely consume 
(which would have been likely with food aid alone), the recipients had controlled debts 
and invested in restoring land productivity. The donors found that cash grants “allowed 
individuals and communities to begin making a series of decisions, giving them the power 
to prioritise needs for their families and presenting them with a creative way to receive 
relief assistance with dignity” (USAID, 2004).

An evaluation carried out for Save the Children, a UK-based NGO, of the Meket Liveli-
hood Development Pilot Project, involving cash transfers provided in two areas of Ethiopia 
in 2001–2004, found that the cost of implementing the scheme was much less than the 
equivalent for food-aid schemes (Kebede, 2005). The latter also had substantial transaction 
costs for beneficiaries (which are rarely taken into account in monitoring and evaluation 
analyses), including time spent waiting for deliveries and sharing out food as well as the 
work involved in loading and transporting the aid.
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By contrast, cash transfers allowed the beneficiaries to make strategic choices for them-
selves. The evaluation observed that not only did the cash transfers allow households to 
build up assets, notably through the acquisition of livestock, but they also enabled many 
households to reduce distress renting out of land. Indeed, among the benefits were that 
they enabled recipients to obtain higher crop prices, partly because they were able to sell 
when prices were more favorable, rather than when they were desperate for cash. This is 
a classic advantage of basic economic security. They also helped some recipients to pay off 
debts, other to pool savings in an equb (group saving scheme) and others to buy seeds, 
sheep or goats, thereby enabling them to work.

Evaluations of several other cash relief projects in Ethiopia implemented by Save the 
Children in response to food crises have concluded that they too have functioned effi-
ciently, proved more cost-effective than food aid and had no inflationary effect (Gebre-
Selassie and Beshah, 2003; Save the Cshildren UK, 2004; Knox-Peebles, 2001). Successful 
cash relief programmes have also been implemented in north-eastern Somalia (the Emer-
gency Cash Relief Program), and in two districts of Zambia (the polot Kalomo Social Cash 
Transfer Scheme) initiated by the Zambian Government with financial support from the 
German development agency GTZ.

Those operating the Zambian scheme, which focused on very poor households with 
little access to paid work, have claimed that the money was spent on basic consumption 
goods and education and healthcare for family members (Schubert, 2005). In other words, 
people were able to spend such cash transfers rationally and for their own longer-term 
welfare. A majority of the beneficiary households were headed by elderly persons or women, 
about half of the households were AIDS-affected, and nearly half contained orphans. As 
with other schemes of this sort, it was evident that when women, rather than men, con-
trolled the transfers they were more likely to spend a large part of them on their children 
and their family.

The Zambian scheme had a more general message. It has been estimated that if it were 
scaled up to reach the poorest 10% of all Zambian households the cost would amount to 
merely 5% of the total overseas aid to the country, or about 0.5% of its Gross National 
Income. In other words, a national scheme is financially feasible. It would be much cheaper 
than the country’s food aid, and would have the advantage of going directly to the poor 
and vulnerable, without the high administative costs and various forms of corruption asso-
ciated with commodity-based schemes. And whereas food aid damages local food markets 
by deterring local producers, cash transfers would do the opposite by helping to stimulate 
local markets. In Zambia, noless that 70% of all social transfers are spent on locally pro-
duced goods and services, thus generating local employment or livelihoods (DFID, 2005; 
Samson et al. 2006).

The Zambian, Ethiopian and Somalian cash transfer experiences offer encouraging evi-
dence that they are affordable and are conducive to livelihood revival in chronically poor 
areas. Of course, in times of emergency, cash grants should not be seen as pure alternatives 
to other forms of commodity-based aid. Such transfers might be inflationary if local food 
supplies were not available. In the initial aftermath of a disaster, particularly a quick-onset 
disaster, food aid may need to complement cash transfers, to restrain inflationary pressures. 
Direct commodity aid can then be gradually phased out as local prosucers respond to the 
increased demand for staple goods and services. However, cash transfers may need com-
plementary programmes designed to boost local supply, as was found to be the case fol-
lowing the Mozambique floods in 2000.
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Under this scheme, which was implemented by the private sector, USAID funded cash 
grants of about US$92 for 106,280 flood-affected rural families. An impact evaluation 
found that most of the money was spent on lacal goods and services, which stimulated the 
local economy, regenerating livelihoods in a sustainable way (Abt Associates, 2002; Christie 
and Hanlon, 2001; Hanlon, 2004).

Among the growing number of schemes launched outside Africa as part of emergency 
and rehabilitation programmes funded by foreign donors is the Cash for Herder scheme 
in Mongolia, implemented by the Swiss Agency for Development and Cooperation (SDC) 
and the Red Cross in 2002–2003. The evalution two years later found that while another 
in-kind project that they had operated was “appreciated” by recipients, it had not helped 
regenerate the local economy, whereas the cash transfer had led to investment in assets 
that regenerated livelihoods. The evaluation concluded,

The cash approach made use of the creativity and experience of beneficiary families to develop 
strategies out of their crisis . . . [It] showed that poor people and people under severe economic 
stress are very well capable to handle cash responsibly and develop and take strategic decisions 
on what to spend the money in order to improve the livelihood and their families in the 
medium and long term . . . most important, beneficiaries do become economic and social 
actors in their own community again, taking their dicisions on how to spend the money (SDC-
IFRC, 2005).

The evaluation found additional advantages, in that “the response and preparation time” 
was short, and administrative overheads were low. By 2005, the SDC had implemented 
13 cash grant projects of this type in eight countries.

Tellingly, the growing legitimacy of simple cash transfers was reflected in the Group of 
Eight Statement of 2004, which, when referring to the internatinoal response  
to famines, made the commitment, “we will unleash the power of markets through cash-
for-work and cash-for-relief programs” (G8 Statement, 2004). The scope for cash transfers 
in Africa and Asia is thus recognized as part of the armoury of aid and humanitarian 
responses to poverty and insecurity. Meanwhile, in Latin America, cash transfers have 
become a central part of social and development policy.

Incomes for School Attendance and Child Benefits

One form of conditional cash transfer that has become enormously popular in the past 
decade or so is a monthly sum of money paid to families, or more usually to mothers, on 
condition that their children attend school. The main claim is that incomes for school 
attendance lower the poverty and economic insecurity of women and lower child poverty. 
It is hard to dispute this. By the same token, it is claimed that they reduce child malnutri-
tion, as well as promote child school enrolment and school attendance. Such schemes are 
obviously less paternalistic than food parcels and food aid, or other commodity-based forms 
of transfer to the poor. They are also a means of redistributing income that is relatively 
easily legitimized among the middle class and “median voters.”

Critics argue that, by focusing only on school-age children these schemes neglect  
families with children under the age of seven, the group most at risk of ill-health due to 
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malnutrition and impoverishment. There are also claims that they discourage female labour 
force participation, and that they involve high administrative costs, particularly as they are 
means-tested.

These criticisms have been swept aside for the moment. Country after country has opted 
for this policy. The main examples are in Central and South America, starting in Mexico, 
where the original Progresa (literally “progressing”) scheme, introduced in 1992, has evolved 
into the Oportunidades scheme.4 Progresa was supposed to support school-age children 
in poor households in marginalized rural communities, but in 2002 Oportunidades 
extended that aid to other rural and urban areas.

The Mexican scheme has evolved into a complex mechanism of social engineering. The 
cash transfer consists of three components – a household nutrition allowance, a schooling 
subsidy for each school-age child that rises in amount by grade and that is higher for girls 
of secondary-school age, and an annual payment to cover the cost of books and uniforms. 
To complete the social enginnering function, the amount of cash transfer that any house-
hold can receive is capped, one intention being to avoid giving families an incentive to 
have more children, another being to reduce what the policymakers think might be benefit 
dependence. To receive the transfers, children must maintain a school attendance record 
of 85%, while mothers and children must have regular medical checks and parents must 
attend parenting classes.

The targeting takes place via a two-stage process. First, poor geographical areas are 
identified and then poorer households in those areas are identified on the basis of a proxy 
index of poverty (using indicators of housing, health, and schooling). As a result of this 
procedure, about three million Mexican households are reached at any one time.

Although awkward questions remain about the efficiency and equity of the selectivity 
process, Progresa has been legitimized. It is been shown to be less expensive to distribute 
than food aid (Gertler, 2005). Above all, it has been shown to have reduced poverty in 
recipient households and to have resulted in increased school enrolment and attendance, 
as well as improved health in beneficiary households (Skoufias, 2001). Oportunidades can 
be expected to do much the same. In short, the Mexican scheme has become a central 
part of the country’s social protection system.

The other major example is Brazil’s Bolsa Familia (“family stipent”), the flagship of the 
country’s cash transfer schemes, which undoubtedly contributed to President Lula’s 
re-election in October 2006. It evolved from a series of localized schemes introduced in 
urban areas during the 1990s. Among the precursors were the PETI (Programme for the 
Eradication of Child Labour), introduced in 1996 in coalmining areas, then sugar cane 
and sisal production areas, and subsequently extended to all areas in 1999. Various forms 
of Bolsa Escola (“school stipend”) and Renda Minima (“minimum income”) schemes 
spread in the late 1990s; these bacame a federal program in 2001, which reached over 8 
million children in 5 million households by 2003. In 2004, four income transfer schemes, 
including the Bolsa Escola, were consolidated into the Bolsa Familia.

This became a central part of the Lula Government’s Zero Fome (“Zero Hunger”) 
campaign, and has been seen as a way of reducing the country’s enormous income inequal-
ity. It has also unified a variety of more paternalistic and selective schemes, such as the gas 
allowance and school stipends. An intention has been to break the inter-generational 
transfer of poverty by conditioning access to the transfers on key human development 
objectives (schooling, nutrition and health). It is also seen as a means of “empowering” 
women, giving them more bargaining power in their households and enabling them to 
make decisions on their children’s education and on their own work.
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By 2006, the Bolsa Familia was reaching over 11 million households living below the 
official poverty line, or over 44 million people. The scheme is nominally means-tested, with 
the transfer amount being determinged by number of children in the household. Auton-
omy is granted in the sense that recipients can choose how to spend the money, but the 
conditionalities (“incentives”) are restraining, and include school attendance by children 
aged 5–15, anti-natal classes for pregnant women, and vaccination for children under the 
age of seven.

The Bolsa Familia has generated enormous global interest. Although a comprehensive 
evaluation by the Ministry of Social Development had yet to be completed at the time of 
writing, the scheme has been particularly beneficial for those lacking access to income-
earning employment. Already there have been a series of evaluations and monitoring 
research projects. Some have been critical, but most have been favourable (see Britto, 2005; 
Fonseca, 2006, inter alia). The consensus is that the cash transfers have reduced female 
poverty, increased school attendance and learning performance in school, and apparently led 
to increased rather than decreased femal labor force participation. Indeed, one study of the 
earlier scheme concluded, “instead of the expected negative correlation between Bolsa 
Escola and work, we find the opposite: those receiving the stipend are the ones that work 
more” (Schwartzman, 2005).

The effect on child labor is more nuanced, since cash transfers seem to have resulted in 
children doing fewer hours of labor but not necessarily stopping altogether (Cardoso and 
Souza, 2003; Rocha, 2000). This is partly because prohibiting child labor is not a formal 
part of the programme. Child labor has continued to play a significant role in the subsist-
ence survival of poor households in rural areas and urban slums, accounting for over 20% 
if family income in about a third of all families. The stipend is too modest to displace that 
contribution.

The Brazilian scheme is well-established, in spite of criticisms of its design. In Latin 
America, at least, it seems the way to move cash transfers up the policy ladder. Other 
schemes similar in type to Progresa and Bolsa Familia are Colombia’s Familias en Acción, 
Honduras’s Programa de Asignación Familiar (PRAF), Jamaica’s Programme of Advance-
ment through Health and Education (PATH) and Nicaragua’s Red de Protección Social 
(RPS), which predated the Brazilian model by becoming operational in 2000. There is also 
growing interest outside Latin America and the Caribbean, the beacon being Bangladesh’s 
Cash for Education scheme. In early 2008, the Indian Government was considering the 
Bolsa Familia as an alternative to its wasteful food subsidies.

To what extent does this type of scheme satisfy the Policy Decision Principles enunciated 
earlier? As operated in Mexico and Brazil, one cannot pretend that the policy is not paternal-
istic. Probably most observers would accept that it is desirable to impose conditions that 
benefit children, and would be satisfied with that as long as the scheme did not put families 
into some kind of poverty trop. However, the Mexican scheme does seem to go much further, 
and raises questions about the possibility of excessive bureaucratic intervention in family life 
of an intrusive kind that could lead to stigma and even non-application for the cash transfer. 
To the extent that there is a political commitment to weaken the conditionality rather than to 
increase it, Brazil’s less intrusive Bolsa Familia scores rather better on the Paternalism Test.

As far as the Security Difference Principle is concerned, the very complexity of Mexico’s 
targeting procedure must raise questions about horizontal efficiency and the omission of 
many of the poorest households. There could also be a poverty trap if households lose 
entitlement to the benefit if they move out of poverty, thus discouraging work and modest 
social mobility. More evidence is needed on this.
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As far as targeting is concerned, research has suggested that the Progresa in Mexico was 
quite effective in reaching very poor households in very poor areas, but was less effective 
in reaching the “moderately poor” (Skoufias, 2001: 43). To that extent, it could be said 
to have satisfied the Security Difference Principle in being horizontally efficient. But in all 
schemes of this type, conspicuously excluded from coverage are households with only pre-
school age children and all impoverished households without any children, as well as 
orphans and others living outside family households altogether. It cannot be claimed that 
the targeting reaches the most impoverished in society.

Moreover, in both Nicaragua and Mexico, about 20% of the cash transfer beneficiaries 
were non-poor (Coady, Grosh and Hoddinnott, 2004). In Bangladesh, where targeting 
has been much weaker, about 40% of beneficiaries have been found to be non-poor. Given 
that targeting is supposed to exclude the non-poor, this suggests that none of the schemes 
has been very successful on its own criterion. Whether or not they should be concerned 
to achieve such “efficiency” is another matter.

Cash transfer schemes of this type also depend on a sophisticated and up-to-date regis-
tration system. Unregistered households cannot obtain benefits, which is likely to result in 
the denial of benefits to a great many families that are poor and economically insecure. In 
addition, the economically insecure tend to have incomes that fluctuate above and below 
any imaginable povety line, making it a bit of a lottery whether or not they manage to 
qualify.

To succeed in its broader social aims, this type of conditional income scheme depends 
on there being adequate local schooling and health and transport infrastructure. In urban 
areas of Latin America and the Caribbean, these may exist to a sufficient degree. In rural 
areas of those countries, and in large parts of Africa and Asia, the imposition of school-
attendance and clinic-attendance conditions may impose onerous burdens on poor house-
holds, and actually hit the very poor more than anybody else.

Even in Latin America, the desirability of the extensive conditionality imposed by these 
schemes has been called into question, which may prompt policymakers to conclude that 
a move towards less conditionality would be a more efficient and equitable way to go. The 
complexity of requiring potential beneficiaries to prove they are poor and vulnerable, and 
to demonstrate regular attendance at schools and clinics (or to prove that they had a valid 
reason for not doing so) is surely off-putting for people cowed by poverty and chronic 
insecurity. It is also expensive in administrative time and paperwork (Ayala Consulting, 
2003).

The biggest question is one at the heart of all debates on social protection in the 21st 
century. Are all the conditions necessary if the objective is to promote human development 
and if those conditions simply require people to do what is in their best interest? Obliging a 
mother to send a child to school might seem obviously beneficial, but the pressure to do so 
– and the fear of income loss if she does not – may lead to the perverse outcome of a mother 
sending a sick child to school, to the longer-term detriment of the child and the family. One 
can think of many other personal circumstances that should cause disquiet.

The fact is that the imposition of conditions for entitlement presumes that a poor person 
is irrational or incapable of learning, does not know his or her long-term interests, lacks 
information or cannot or would not act in the child’s longer-term interest because of some 
impediment. Dealing with those issues directly would surely be more effective than impos-
ing behavioural conditions that eat up public resources in administering them, while 
perhaps ignoring the structural factors that impede seemingly rational behaviour. Even in 
the case of children, one cannot accept state paternalism uncritically.

Widerquist_8107_c71_main.indd   538 3/5/2013   9:15:03 AM



Widerquist—Basic Income: An Anthology of Contemporary Research

Se

 How Cash Transfers Promote the Case for Basic Income 539

This concern is one that may come to preoccupy the second-generation reformers as 
assessments of income-for-school-attendance schemes unfold. What is clear is that they are 
perfectly compatible with more independent economic activity. The Dignified Work Prin-
ciple seems to be supported by the fact that women’s labor force participation has been 
boosted by such schemes, contrary to claims that cash transfers foster dependency.

Social Pensions

If Latin America has been the continent leading the way with cash transfers for the young, 
Africa has been the region where non-contributory cash transfers at the other end of the 
age spectrum have been gaining most ground.

With global ageing and the social dislocation of families that is pushing more elderly 
people out of family-based support networks, support for social pensions has grown. Many 
developing countries have some sort of means-tested state pension, but more interesting 
is the non-means-tested variety, that is, a basic universal state pension provided to all citi-
zens above a certain age without prior conditions, such as a record of contributions, being 
required to gain entitlement.5 It is sometimes depicted as a primary pillar of a multi-pillar 
pension sysytem. The interest arises not just because it offers the prospect of cutting old-age 
poverty quite dramatically but because it may be a producitve investment as well, directly 
and indirectly boosting dignified work and livelihoods.

It seems ironic that social pensions have been pioneered in a few developing countries 
where poverty and inequality are rife and where many economists would say there are not 
the resources available to pay for such schemes. Variants exist in South Africa, Namibia, 
Nepal and Mauritius, where the amount paid rises with the age of the pensioner, and 
Botswana, Bolivia, Samoa, rural areas of Brazil and Lesotho, which introduced it in 2004 
for those over the age of 70. The NOAPS in India (National Old Age Pension Scheme) 
is tending towards being a social pension as well, albeit giving a very small amount and 
with notorious inefficiency. Chile has also recently introdeuced such a scheme. In addition, 
by 2007, over 30 developing countries and transition countries were operating means-
tested, non-contributory pensions (Johnson and Williamson, 2006).

Besides enhancing old-age income security, social pensions are potentially significant 
instruments for influencing the patterns of work and labor in society. The primary claim 
in favour of the non-means-tested variant is that it is universal and rights-based – all citizens 
above a certain age are entitled to receive a monthly cash transfer. Advocates point out 
that social pensions reduce old-age poverty better than any alternative, are redistributive, 
affordable and transparent, while having very low administrative costs. They typically 
account for a very small percentage of GDP; in Costa Rica, for example, they tookd only 
0.3% in 1999, and in Zembabwe only 0.1% (Coady, Grosh and Hoddinott, 2004; Munro, 
2003). Another strong empirical finding is that the South African pension has been the 
only successful redistributive social policy in the post-apartheid era (Case and Deaton, 
1998).

It is still often claimed that social pensions are costly precisely because they are universal. 
The main response to that is that by being universal they reach nearly all the elderly, and 
do so remarkably cheaply. It falls to Namibia to have the simplest and most efficient social 
pension, operated via an electronic card and biometric identification of claimants. Each 
month, vans go to the numerous villages and urban payment spots, each van containing 
cash-dispensing machines and computers. The pensioners (or designated surrogates if the 

Widerquist_8107_c71_main.indd   539 3/5/2013   9:15:03 AM



Widerquist—Basic Income: An Anthology of Contemporary Research

Se

540 Guy Standing

pensioner is too ill or frail to go) present their cards at the van and are paid the equivalent 
of US$30 (as of 2006). The take-up rate is close to 90%, which is remarkably high by 
comparison with all other pension schemes in developing countries, and is higher than any 
means-tested scheme operating anywhere.

The scheme in Namibia is administered by a private company on contract to the Gov-
ernment. The costs are equivalent to about 30 US cents per person per month, also 
remarkably low by comparison with other systems. To counter the possibility of fraudulent 
claims made on behalf of dead people, the authorities ingeniously introduced a burial 
insurance scheme within the pension; the pensioner, on registering to receive the pension, 
takes out a mandatory life insurance, whereby funeral costs are covered when he or she 
dies; application for the burial funds enables the authorities to cancel the card at the same 
time. Given the symbolic significance of decnet burials and their cost, the insurance scheme 
has been found to be very successful in all respects.

Also remarkable is the effect on work and livelihoods. Social pensions have helped pre-
serve family structures, enabled grandparents to pay for the schooling of grandchildren, 
paid for the case of family memebers suffering from HIV/AIDS, made the elderly credit-
worthy and promoted sustainable livelihoods, particularly in rural areas.

Too many economists have failed to appreciate that social pensions are productive. They 
have forgotten a lesson from European history, which is that old-age security acted as a 
powerful force in modernizing agriculture, precisely because it led to more risk-taking 
innovation. It is also been shown to do so in rural areas of Brazil. As one study concluded, 
“the regularity, certainty and liquidity of pension benefits meant that they played a key 
role in shifting households from subsistence to surplus agriculture” (Barrientos and Lloyd-
Sherlock, 2002: 17).6

Besides its consistency with the Dignified Work Principle, the social pension  
is likely to satisfy the Security Difference Principle if it takes the non-means-tested form. 
Being universalistic, it should reach all the poor in the relevant age group. It is also paid 
to individuals rather than shouseholds, thus satisfying a universalistic concern. It is non-
paternalistic, in that it allows the beneficiary to spend on what he or she chooses; and it 
is granted as a right rather than a discretionary matter of charity. In brief, it is a feasible 
first step in the direction of a universal right to income security.

The debate on whether a basic state pension should be universalistic or means-tested is 
rumbling on, but the signs are that the universalistic variant is gaining ground. In 2007, 
South Africa was just one country in which the pressure was growing to end the residual 
use of means testing in its social pension. There and elsewhere in Africa, the IMF and 
other financial agencies have been trying to move governments in the other direction – 
including Namibia. But the evidence that this would be sensible from and equity or effi-
ciency point of view is simply not there.

Disability Grants

Disability grants are another form of targeted, selective income transfer. Here we will deal 
with a particular variant, as introduced in southern Africa, in Mauritius, Mozambique, 
Namibia and South Africa. This is an income transfer that is both means-tested and work-
tested. As operated in the region, it is proving disastrous.

Under the South African scheme, a permanent grant is supposed to be available to 
anyone with a disability that is expected to last for more than a year; a temporary grant is 
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supposed to be given to anyone with a recognized disability expected to last between six 
and twelve months. If a person deemed disabled is below the age of 18, they can obtain 
a care dependency grant instead. Access to the grant is based on a complex means test, 
based on an assets value test and an earned income test; there is also a joint assets test, 
since for married couples the joint assets must be less than a designated amount. But the 
conditionality does not stop there, because the scheme also requires applicants to demon-
strate a medical condition and an incapacity ot work. It is this cocktail of tests that is a 
recipe for social disaster.

In Namibia, although the social pension (a Basic Income for the elderly) has been the 
pillar propping up many smal communities, a disability grant modelled on the South 
African scheme has been growing in significance in the context of the HIV/AIDS pan-
demic. The disability grant has already become Namibia’s second most prevalent income 
support mechanism, part of an evolving system of selective, targeted cash transfers that also 
includes three family benefits – the foster parent grant, the child maintenance grant and 
the orphan’s grant. So far, only a few households are receiving any of these family benefits, 
which are means-tested, and thus involve poverty traps and the conventional moral hazards 
that come with all means-tested schemes.

It is thus not surprising that the means-tested disability grant reaches no more than 
about 20% of all those who should be reached, according to Namibian census figures for 
the number of people suffering from a chronic physical or mental impairment.7 It is moot 
whether it reaches many AIDS victims who become disabled as the sickness intensifies. If 
it does not reach them, the danger is that anti-retroviral (ARV) treatment will fail since 
unless a person can eat reasonably well the medication will not work. However, if the grant 
were to reach a large proportion of AIDS victims the fiscal cost would be large.

The immediate problem, however, is the conditionality attached to the disability grant. 
To be entitled, a persion must obtain a doctor’s certificate stating that he or she is not 
only disabled but is also unable to work in income-earning activity. The rule has been that 
those with a CD4 count – a measurement of the body’s immunity – below a value of 200 
are entitled to a temporary disability grant, if they pass those means tests. They are sup-
posed to de-register if their CD4 count improves to above 200 due to anti-retrovirals. 
Because of this, coupled with the nature of the ARV rollout, in Namibia as in South Africa, 
a bizarre sickness poverty trop has been created.

In those areas where the rollout of ARVs is operating thus far, if an AIDS victim is suf-
ficiently sick, he or she qualifies for treatment. Most of the recipients are wretchedly poor. 
So, it should not be surprising that two tendencies have emerged. Some of those receiving 
ARVs have been sharing their pills with relatives and friends who are not quite sick enough 
to qualify. Taking half the dose does not slow down the rate of recovery from the disease; 
it makes the treatment ineffectual and may build up drug resistance. Other ARV recipients 
have been prone to go one stage further – they have been selling the pills. In Namibia, 
some have been selling them over the border in Angola. The need for food to survive in 
the short term overrides the need for health to survive in the longer term. Thus, the ARV 
rollout is likely to fail because it is not linked to income security.

Second, the work capacity test for eligibility for the disability grant is creating a unique 
moral hazard. If the ARV treatment begins to improve the physical and social condition 
of the patient, so the capacity to work improves. And if it does, the patient will lose  
entitlement to the benefit. Already, in Namibia and in South Africa, there are credible 
anecdotal reports that people are stopping ARV treatment in order to push themselves 
back below the physical capacity-for-work level, for fear of losing the grant.8 According to 
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the Treatment Action Campaign in South Africa, which has been advocating a Universal 
Basic Income instead, there have been many instances in which patients have simply refused 
treatment for fear of losing their disability grant.

Furthermore, there are fears that the yo-yo effect, in which sick indivisuals take treatment 
for a while, see their health improve slightly, stop treatment until it worsens, start again, 
stop again, and so on, is contributing to the development of treatment-resistant strains of 
the disease.

Thus the disability grant as it has operated in South Africa and Namibia must rank as 
one of the worst designed cash transfer schemes in the world. It is unlikely to satisfy any 
of the policy principles outlined earlier. It is a classic case of how a combination of means 
testing and behaviour testing can achieve precisely the opposite of what policymakers 
intend. Surely, enough is known to scrap the work test and the means test in disability 
grants.

By contrast, in the early 1990s following Mozambique’s civil war, the Government intro-
duced a simple unconditional cash transfer scheme for those disabled or displaced known as 
GAPVU, or “cash payments to war-displaced urban destitute households programme.” This 
reached about 16% of urban households, and raised average household incomes by as much 
as 40%, significantly reducing poverty (Devereux et al., 2005; DFID, 2005; Samson et al., 
2006). It also helped boost small-scale employment and the livelihoods of the urban poor, 
having a notable effect on food production and trading activity. The scheme had a means 
test, but the authorities largely ignored it, which contributed to the program’s success.

Concluding Remarks

Industrialized affluent countries have responded to the challenge posed by globalization 
to the traditional social insurance model – fragmentation of family structures, decline of 
full-time stable jobs, the changing nature of risk exposure and so on – with a mix of means 
testing and behaviour testing, coupled with a drift towards social therapy. Yet there is a 
counter-movement led by what is happening in developing countries, where the baggage 
of 20th-century social security is light. The industrial labor model clearly does not apply; 
most people, as workers, are outside the “formal” wage labor system; and, most impor-
tantly, the range of risks to which most people are exposed does not correspond to the 
simple contingency risks that underpinned welfare state development.

In particular, communities and individuals are exposed much more to systemic or 
co-cariant risk. It is absurdly arbitrary to make sharp distinctions between the deserving 
and undeserving in contexts where brute ill-luck and chronic uncertainty are the undeni-
able realities. Emergencies, shock, crises – all force those involved in shaping policy and 
reacting to events to abandon old prejudices and look to what works.

What does that mean? Ultimately, it means not just having food at the end of  
some dusty road, but being able to develop sustainable livelihoods in viable communities 
based on functioning systems of social solidarity. That lesson is being re-learned, posing 
awkward questions to those wedded to selectivity, targeting and conditionality.

A principal claim in favor of unconditional cash transfers is that, being universal, they 
are socially just. They are non-laborist, in that they do not presume that some forms of 
work are deserving of income support and others are not. By making all forms of work 
equally deserving, they help to promote work, and allow individuals to make choices 
between types of work more easily. For that reason, among others, universal cash transfers 
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favor women relative to many other forms of social security because each individual receives 
an individual transfer and because those doing nonwage work, such as child care or care 
for the elderly, are not penalized.

Because a universal, unconditional cash transfer is granted as a citizensip right, it would 
enhance full freedom. It would also strengthen the bargaining position of disadvantaged 
groups, whose members usually have to accept degrading working conditons and low 
wages because they are desperate. From an economic point of view, it would shift money 
into the hands of those most likely to spend on locally produced goods and services, thus 
helping to boost local demand and employment.

Compared with means-tested social assistance and social insurance schemes, a universal 
cash transfer would remove the infamous poverty trap, whereby someone who raises their 
earned income just above the threshold used to determine eligibility for the cash transfer 
loses all benefit, and the related unemployment trap. As such, it would immeasurably 
reduce the incidence of moral hazards and immoral hazards.

There is another reason for thinking that sooner or later Universal Basic Income security 
will emerge as the sensible and equitable objective from experience with targeted, condi-
tional cash transfers. Surveys in many countries have found that strong majorities of people 
believe that everybody should have Basic Income security as right (ILO, 2004: ch. 13).

Apart from the moral and political arguments, there are good economic and social 
reasons for moving towards a situation of basic economic security. Universal schemes of 
security are fundamentally market neutral, that is, they do not introduce market distortions 
and, therefore, have relatively little effect on competitiveness. Unlike means-tested social 
assistance, universalistic schemes do not introduce negative incentives to dissave (which 
would merely store up economic vulnerability), and there is no tendency to reward “labor” 
relative to other forms of work.

At the same time, experience of cash transfer schemes has shown that far from breeding 
dependency and passivity, they foster independence and activity. Thus, one study, drawing 
on data from various surveys conducted by Statistics South Africa (the official agency for 
national statistics), showed that the country’s old-age pension, the Child Support Grant 
and the Disability Grant, all helped to raise labor force participation and employment 
(Samson et al., 2004).

Moreover, universal security schemes are administratively simple and low-cost. There is 
relatively little scope for bureaucratic abuse, discretion or petty corruption. The benefits 
are non-stigmatising and, being universal, they help strengthen social solidarity, reinforcing 
community and social cohesion.

The cost of cash transfers is not the primary issue, since even poor countries could afford 
modest schemes, and most could do so if more aid were diverted to that end. In a simula-
tion study, the UN Development Programme found that cash transfers targeting all rural 
children rather than all identifiably poor children would have a greater poverty reductioin 
effect for an allocation of just 0.5% of GDP (Kakwani, Soares and Son, 2005). The study 
reckoned that cash transfers to achieve an income of 40% of the poverty line would cost 
5% of GDP for the Ivory Coast and more for some other African countries. But even small 
cash transfers would have a big effect in reducing poverty in all the 15 countries studied.

Other simulation studies have found that in countries such as Namibia and South Africa 
a modest Basic Income as a monthly grant would be affordable, and at least one govern-
ment committee in South Africa has recommended its introduction.9 Cash grants were also 
proposed as a response to the Indian Ocean tsunami and for the aftermath of the invasion 
and occupation of Iraq. In the case of the post-tsunami recovery phase, the Swiss Agency 
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for Development and Cooperation actually implemented such a scheme, with apparent 
success.

For many years, critics held sway in debates on cash transfers. Now conditional cash 
transfers are legitimized. But the flaws of all forms of targeting selectivity and conditional-
ity, as well as their unnecessary cost, are making more people question the need for them. 
What we can say is that only universalistic transfers would satisfy all the Policy Decision 
Principles enunciated earlier and that where they have been tried, including in some of the 
world’s poorest countries, such transfers have proved an effective means to combat poverty 
and income insecurity while promoting livilihoods and work.

At the time of writing, a small pilot scheme had just been launched in a rural area of 
Namibia that will give all residents aged 0 to 60 a Guaranteed Basic Income transfer each 
month for two years, along the lines of the social pension already received by those over 
60.10 It is being carefully monitored and the outcomes will be carefully evaluated. The 
evidence should speak.

Notes

 1. See, for example, ILO (2004). The writer was principal author of that report, which drew on 
extensive empirical work cited in it. See also, Standing (2002).

 2. A series of People’s Security Surveys in Africa and Asia found that it was the near-poor who 
were more likely to be aware of such schemes and more likely to benefit from them compared 
with the poor or destitute (ILO, 2004).

 3. This was a common theme among early advocates of the Bolsa Escola and Renda Minima 
schemes in Brazil.

 4. The original scheme was called the programme for education, heath and nutrition, symbolizing 
its multiple objectives.

 5. For one review of these, see Palacios and Sluchynsky (2006).
 6. See also Barrientos et al. (2003).
 7. For a review of the evidence, see Standing (2006).
 8. On the situation in South Africa, see Nattrass (2006a; 2006b).
 9. See, for example, the papers in Standing and Samson (2004) and Taylor Committee  

(2002).
10. For details, see http://www.bignam.org/page5.html.
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Chapter 72

Basic Income and the  
New Class Struggle

Philippe Van Parijs
Originally published as Van Parijs, P. (1987). A Revolution in Class Theory.  

Politics & Society, 15, 453–482. Reprinted with permission of SAGE.

Many Europeans in my generation – among them some of my closest friends – have never 
had a “real” job. They have spent their adult life alternating between the dole and precari-
ous, often government-sponsored jobs. And as they grow older, they have less and less 
hope that their situation will ever improve. The stark contrast between their position and, 
say, my own or that of most of my readers – a safe job with a decent wage, career prospects, 
pension rights, sizable perks and so on – has made me increasingly uneasy, not least because 
the dark side of this contrast has been growing with the arrival of each new cohort on 
European labor markets. If this deep split has, as I have come to believe, become a per-
manent feature of welfare-state capitalism, there is at least some intuitive appeal in looking 
at it as a cleavage between two classes.

The Class Structure of Welfare-State Capitalism

Just how significant is this job class division under advanced welfare-state capitalism? Does 
the unequal distribution of job assets generate inequalities in material welfare to anything 
like the same extent that the unequal distribution of capital does? Is there any sign that it 
affects consciousness and behavior, in particular collective action aimed at changing the 
corresponding property relations? Should a class struggle between those endowed with a 
job and the jobless be expected to play an increasingly prominent role under welfare-state 
capitalism?1

To tackle these questions, let us first ask in which counterfactual situation the material 
welfare of the millions of West Europeans who are currently receiving unemployment or 

From Van Parijs, P. (1987). A Revolution in Class Theory. Politics & Society, 15, 453–482. Reprinted with 
permission of SAGE.

Widerquist_8107_c72_main.indd   548 3/5/2013   9:14:51 AM



Widerquist—Basic Income: An Anthology of Contemporary Research

Se

 Basic Income and the New Class Struggle  549

welfare benefits would be most enhanced: in a situation in which capital income were 
equally divided among all adults or in a situation in which labor income were equally shared 
among all those wanting to work? There is no doubt as to the answer: the unemployed 
would gain much more from a redistribution of jobs than from a redistribution of wealth.2 
Admittedly, this is only a very rough estimate of the significance of job assets. On the one 
hand, it overestimates that significance quite considerably by assuming skills to be evenly 
distributed between the employed and the unemployed. Although the gap between the 
educational level of the average worker and that of the average unemployed person has 
narrowed strikingly in the past 10 years of massive unemployment,3 it is still far from having 
closed completely. Consequently, the simple test described above captures the effect of 
some redistribution of skills as well as of job assets. On the other hand, there are also a 
number of reasons why this test greatly underestimates the real impact of job assets. First, 
it completely ignores the indirect incomes associated with having a job, mainly pension 
rights, to which the unemployed fail to gain entitlement. Second, it reduces the material 
welfare derived from having a job to the wage attached to it. But being unemployed does 
not just mean a cut in one’s standard of living. It also means a loss of social integration 
and self-respect, which badly affects the material welfare of the people affected – most 
notoriously their health.4

Most important, however, this test completely ignores the unequal distribution of job 
assets among the employed. There is, of course, a world of difference between a part-time, 
casual, poorly paid job and a full-time, well-protected, and well-paid one. Some of the 
differences simply reflect the fact that people are at different stages in their careers. Others 
directly reflect inequalities in skills or inequalities in the control over organizational assets. 
But many, possibly most, of the differences are irreducibly rooted in what happens to be 
the distribution of “ownership” over jobs. Both the insiders-outsiders approach and effi-
ciency wage theories predict wage differences among workers with identical skills; for 
example, as a function of intersectoral differences in hiring and firing costs or in the cost 
of monitoring performance.5 Whether the underlying mechanism involves the unequal 
bargaining power attached to different jobs (insiders-outsiders approach) or the unequal 
interest the employer has in paying more than the reservation wage (efficiency wage theo-
ries), it is the holding of the job itself that is the source of the relevant material 
advantages.

One implication of this remark is that it is not just the unemployed who would gain 
from an equalization of job assets. Another is that even the purely static impact of such 
equalization becomes difficult to assess with any precision. Such an overall assessment is 
required, however, if one is to be able to compare the current significance of class divisions 
based on different types of assets. To establish that the job divide has now become more 
significant than the class divide, it is not enough to show that the jobless would gain more 
from a redistribution of jobs than from a redistribution of wealth – just as showing that 
the propertyless would gain more from the latter than from the former would not suffice 
to establish that capital ownership remains the central determinant of the class structure. 
What needs to be shown is that a greater share of the interindividual variation in material 
welfare can be (causally) explained by the distribution of job assets than by the distribution 
of capital assets. Needless to say, these remarks do not pretend even to start seriously 
investigating the empirical validity of this conjecture. But they suffice to show, I hope, that 
at least in some of the most developed welfare-state capitalist countries, the claim that the 
job class division has become the central component of the class structure makes enough 
sense for such an investigation to be worth undertaking.
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The New Class Struggle

Suppose that, for some countries at least, such a claim can be established. Should one then 
expect the central class struggle under welfare-state capitalism to be one between those 
with a stable, decently paid job and those deprived access to such a job, rather than, say, 
between capitalists or manager-entrepreneurs and workers? For this to happen, a movement 
of the job poor – the unemployed and the casually employed – needs to get off the ground 
and formulate a coherent social project that would remove the property relations from 
which they suffer. But however deep the job class divide, is there not ample ground for 
skepticism about the possibility of mobilizing the job poor into collective action and of 
giving such action a coherent positive objective?

Even if the job poor are a class in the objective sense considered here, many argue that 
they will never become a class in a subjective sense; that is, that they will never acquire 
class consciousness or organize class action.6 The unemployed and casual workers form a 
heterogeneous group, which they are unaware of belonging to, let alone proud to belong 
to. Dole queues, unlike factories, do not lend themselves to the sort of interaction that 
can lead to collective demands and actions. Unlike workers, who can strike, the unem-
ployed have no weapon they can use in support of their claims. Those among them who 
are able to organize and mobilize the others are “good” enough to get a real job and leave 
the class.7 All these arguments point to genuine practical obstacles in the way of the rise 
of a movement of the job poor. The most serious obstacle, however, may be of an ideo-
logical nature. What is the social model, the change in property rights, that the job poor 
should be fighting for in order to abolish or reduce inequalities stemming from the unequal 
distribution of job assets?

In a way, centralized socialism provides the most straightforward answer to this question. 
Only a system in which the means of production are centrally controlled could in principle 
ensure that job assets are equally shared by all those wanting to work. However, even 
leaving aside the possible cost in terms of other values (such as freedom), the risk that even 
the asset poor may end up worse off as a result of the implementation of such a system 
(taking all dynamic effects into account, not just the static effects considered when applying 
the criterion for exploitation) is now broadly perceived in our societies as an overwhelming 
one. Indeed, the notion that centralized socialism has a seriously adverse effect on efficiency 
gains further credibility if a legal right to a (decent) job is made an intrinsic component 
of it – as it needs to be in the present context.8

Instead of dwelling on this controversial, but academic, issue, let us ask whether there 
is an alternative; that is, whether there is any way of drastically reducing job asset-based 
inequalities within the framework of a decentralized economy, either capitalist or market 
socialist. A general and significant cut in maximum working hours (with matching cuts in 
gross wages), as advocated in Europe by some of the unions and parties that claim to have 
the interests of both employed and unemployed workers at heart, may seem to fit the bill. 
However, both theoretical considerations and empirical data on the history of work-sharing 
policies raise doubt about their ability to do much to solve the problem of mass unemploy-
ment without such a heavy loss in efficiency that even their “beneficiaries” would end up 
worse off.9

Instead of trying to equalize job assets, one may then (reluctantly) tum to neutralizing 
the effects of their unequal distribution – just as the working-class movement has turned 
away from the objective of socializing capital to that of raising the share of wages. In the 
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case of job assets, however, this sort of strategy seems to contain an internal contradiction. 
By increasing the incomes of the jobless – unemployment benefits and welfare payments 
– is one not bound, by virtue of the mechanism sketched above in connection with effi-
ciency wage theories, to increase their numbers? When trying to improve their current, 
disadvantaged station, the jobless would then be forced to worsen their chances of leaving 
it. Given that this strategy does nothing about the nonpecuniary advantages of having a 
job – or about inequalities among the employed – the net result of any effort in this direc-
tion will soon become an increase in job-related inequalities in material welfare.

This quick run through three possible objectives for a movement of the job poor may 
suggest that such a movement is doomed for lack of any coherent positive project. But 
what about the following, fourth possibility, which is now coming to the fore in those 
European countries in which an organized unemployed movement has more or less 
managed to get off the ground?10 The proposal is to give every permanent inhabitant, 
whether waged, self-employed, or jobless, a completely unconditional “Universal Grant” 
or “Basic Income” sufficient to cover at least fundamental needs.11 At first sight, this is 
no more than a slight variant of the previous strategy for attenuating the pecuniary ine-
qualities generated by the unequal distribution of jobs. However, there are a number of 
crucial differences, one of which is particularly relevant in the present context. An adequate 
Universal Grant does not mean just a reduction in the cost of not having a job. It also 
means that everyone is now given the real possibility of creating, alone or with others, 
her/his own job. Why? Because the very notion of what constitutes a (paid) job is sub-
stantially altered since fundamental needs are unconditionally covered. A job no longer 
needs to be an activity yielding an income sufficient to cover at least these needs; creating 
one’s own job, therefore, no longer requires an amount of capital out of proportion to 
what the vast majority can afford.12 Even with a substantial Universal Grant, however, job 
assets could still be very unequally distributed among the employed (including the self-
employed). Nevertheless, whether under capitalism or, mutatis mutandis, under market 
socialism, the Universal-Grant strategy offers the unemployed (and “poorly employed”) 
movement a way of attempting to systematically reduce the privilege conferred by job 
assets while expanding (unlike the previous strategy) the circle of those with access to a 
job. Moreover, through a general increase in every individual’s bargaining power on the 
labor market, it also means a gradual erosion of the inegalitarian impact of job assets 
among the employed.

If the argument sketched in the preceding paragraph is correct, the ideological obstacle 
to class struggle along the job-asset dimension is now removed. What about the practical 
obstacles mentioned earlier? There are good grounds for believing that something like the 
introduction of a Universal Grant first at a modest level and without total replacement of 
current social transfers – is itself the key condition for the building of a strong movement 
in the service of the strategy described above. Such an institution would provide those 
wishing to set up an organization along these lines with the minimum amount of financial 
security and undisturbed leisure they need for this purpose. More important, it would 
homogenize a large number of people currently split into numerous categories with no 
perceived common interest (the registered unemployed, welfare claimants, low-paid 
workers, housewives, students, pensioners on a low pension). And it would dramatically 
curtail the current vulnerability of the unemployed movement to upward mobility (getting 
a job would no longer amount to leaving the group) and to stigmatization (no need to 
be ashamed of receiving what everyone receives).13 In stating that the existence of some-
thing like a Universal Grant is the key condition for the building of a strong movement 
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pursuing the Universal-Grant strategy, I am not implying that the latter is stuck in a vicious 
circle. The degree of universality of the grant system that is here claimed to be a prereq-
uisite for the building of a strong job-poor movement and – even more so – the grant 
levels involved can fall far short of those such a movement should aim for.

Is there any chance that this prerequisite will be met anywhere on earth in the foresee-
able future? One favorable factor is the current crisis of the welfare state. On both the left 
and the right, there is widespread frustration and discontent with its complexity, intrusive-
ness, administrative cost, and frequent counterproductivity. This provides a background 
on which a plan for radical reform has a fighting chance. But who is going to fight, given 
that it cannot be the movement that the success of this fight would make possible? It is 
hard to believe that the basic impulse will come from mainstream parties on the right or 
on the left, whose interests are too closely linked to those of big business and the estab-
lished trade union movement. My guess is that the only serious hope in the near future 
lies in the emerging Green parties’ ability both to survive and to bring this demand to the 
forefront of their platforms. The importance these parties attach to solving the unemploy-
ment problem without counting on the resumption of rapid growth and the relative value 
their typical members ascribe to “leisure” (including unpaid work) as against “consump-
tion” (of purchased goods) combine to make it likely that most of their members will find 
the idea of a Universal Grant most congenial and well worth fighting for.14

Whether this fight will prove successful, I do not know. Nothing in the extended frame-
work for class analysis developed in this chapter enables us to say whether it will. What 
this framework has made possible is the identification of a new class divide that has – I 
conjecture – become even more important than the standard division between capitalists 
and workers in those capitalist societies in which the welfare state is most developed. This 
identification has prompted questions about the conditions under which class struggle 
along these lines could take shape. Tackling these questions has, in turn, led to a novel 
interpretation of the historical significance of the European Green movement. If this line 
of thinking is, even approximately, on the right track, the revolution set in motion by the 
Roemer/Wright approach amounts to much more than academic hairsplitting. It is of 
central importance for a proper understanding of the fate of Western societies.

Notes

 1. For interesting analyses of the specific nature of class relations under welfare-state capitalism 
quite different from the one proposed here, see Krätke (1985); and de Beus (1986).

 2. In a typical welfare-state capitalist society such as Belgium, the officially unemployed have an 
average monthly income of about $390 (1982 figures). If (declared and undeclared) post-tax 
capital income were distributed equally among all adults, each of them would receive an esti-
mated additional $120 every month, bringing their income up to $510. The average monthly 
income of employed people is $740. If all jobs (and their incomes) were divided equally among 
all those wanting to work, each would get $690 (total income from work or benefits divided 
by the number of people currently employed or claiming benefits). For the officially unem-
ployed, this amounts to an average increase of $300 per month, that is, more than double the 
increase they can expect (statically speaking, of course) from an egalitarian redistribution of 
wealth. The difference would be even larger if the unofficially (but involuntarily) unemployed 
had also been taken into account: most of them get far less than the average $390 of the 
officially unemployed, and many of them (mostly housewives) receive nothing at all. For them, 
of course, the income gains from the redistribution of paid work would be even greater. (I 
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thank Paul-Marie Boulanger for helping me work out these estimates on the basis of Belgium’s 
national accounts figures.)

 3. See, for example, Vanheerswynghels (1987) for the case of Belgium.
 4. Such effects are well documented by numerous sociological studies; see, for example, Jahoda, 

Lazarsfeld, and Zeisel (1975 [1933]); Sinfield (1981); and Schnapper (1981).
 5. See, for example, Malcolmson (1981); and Shapiro and Stiglitz (1984).
 6. See, for example, Dahrendorf’s (1986) unambiguous statement: “The unemployed are not a 

class”; or Gorz’s (1983) description of this category as a “non-class of non-workers.”
 7. For a beautiful firsthand report and an illuminating analysis of many of these difficulties, see 

Jordan (1973; 1986).
 8. This is one implication of the efficiency wage theories presented above, as pointed out, for 

example, by Elster (1988).
 9. For a well-documented, sympathetic, but sobering assessment of the chances of work-sharing 

politics in a broad sense, see Dreze (1986). To indicate briefly the nature of the difficulties  
I believe lie at the core of the working time-reduction strategy, let me ask four questions:  
How can you significantly reduce the working time of the low paid without either pushing 
them below the poverty line or pricing them out of their jobs by raising their (relative) hourly 
wages? How can you absorb most of the jobless in those trades in which unemployment is high 
without creating unmanageable bottlenecks – as well as sizable rents – in many other trades? 
How can you be fair to wage workers without imposing costly controls on the working time 
of the self-employed? And how can you impose compensatory new hirings without inducing 
useless (and possibly fatal) hiring and training costs in many firms that are currently hoarding 
labor?

10. See, for example, Hogenboom and Janssen (1988); Rosemeyer (1986); and Albert (1986).
11. This proposal is not new, of course. What is new is the broader perspective in which it has 

been put (see van der Veen and Van Parijs, 1986, including six comments and the authors’ 
reply) and, above all, the intense interest and broad support it is beginning to attract throughout 
Europe (see Van Parijs, 1987).

12. See the various arguments in favor of Basic Income from the viewpoint of small firms and the 
self-employed, well summarized in Nooteboom (1986).

13. This conjecture gets some empirical support from the fact that countries – most typically the 
Netherlands – where support for the Basic Income strategy is comparatively widespread, espe-
cially among the unemployed organizations, are also those countries in which welfare-state 
benefits are most universal (child benefits, basic state pensions, minimum Guaranteed Income, 
etc.). See the country-by-country survey presented at the First International Conference on 
Basic Income, to be published in The Economics and Politics of Basic Income, ed. A. Miller 
(1988).

14. This is no political fiction since most European Green parties now include the proposal of a 
Universal Grant in their platforms, as has the Green-Alternative Faction in the European Parlia-
ment. For more details, see Van Parijs (1986).
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Chapter 73

A “Package Solution”  
for Basic Income

Claus Offe, Ulrich Mückenberger, and Ilona Ostner
Excerpts from Offe, C., Mückenberger, U., and Ostner, I. (1996). A Basic Income 
Guaranteed by the State: A Need of the Moment in Social Policy. In C. Offe (ed.) 

Modernity and the State: East, West. Polity Press, Cambridge, pp. 214–218.

Objections to a decoupling of income from income-earning activity and to the resulting 
demand for a Basic Income are justified up to a point. But they do not compel us to drop 
this demand and to acquiesce in the foreseeable financial crises of the social insurance 
system or in the “new poverty” which is institutionalized through social assistance. Behind 
the facade of everyday political rhetoric there is widespread agreement that the crisis of the 
welfare state and of traditional institutions of social policy cannot be resolved along con-
servative lines. A basic guarantee is a building block of a progressive and socially just solu-
tion – but only if it is one building block placed together with two others. Only such a 
“package solution” can counter objections raised against the allegedly “universal solution” 
of a Basic Income.

The two supplementary elements ot a comprehensive solution are, first, a comprehensive 
reduction in working hours, promoted in all its variant; and, second, the political stimula-
tion and development of the “informal sector,” of organized independent labor, and all 
other forms of socially useful work which are not mediated by the labor market.

With respect to the first, further drastic reductions in daily, weekly, annual, and lifetime 
(Offe, Hinrichs, and Wiesenthal, 1982) working hours would mean that shrinking oppor-
tunities for wage labor and therewith for earned income could be distributed equally among 
all those seeking work. This solution is based on the priciple of equality and avoids current 
trends toward a social division between those in work and a marginal labor force. But it 
cannot be put into practice by means of quotas alone. This is because individual employees 
and trade unions have long been caught in an unresolvable dilemma between individual 
and collective interests. This is exemplified by reductions in working hours, whose inten-
tion is primarily to improve the income-earning opportunities of the un-employed, but 
which must be paid for by those in employment with considerable losses of real earnings (or 
of the increases in income which would otherwise be possible). As a result, an acceptable 

From Offe, C., Mückenberger, U., and Ostner, I. (1996). A Basic Income Guaranteed by the State:  
A Need of the Moment in Social Policy. In C. Offe (ed.) Modernity and the State: East, West. Polity Press, 
Cambridge, pp. 214–218. Reprinted with permission of Polity Press and The MIT Press.
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framework for these sacrifices of income has to be maintained through partial compensa-
tion in the form of subsidiary state benefits. These could be organized in such a way that 
the total income of those in work is no longer paid as wages. Rather, the income entitle-
ment resulting from the labor contract increasingly takes on the character of income which 
is “additional” to Basic Income. For example, were employees to draw only a third of their 
income as net income based on a contract, but the other two-thirds as guaranteed Basic 
Income, it is likely that even with a linear reduction in earned income proportional to a 
reduction in working hours, this “sacrifice” would be more acceptable, and the reduction 
in working hours easier to carry through, than under present circumstances. In this sense 
a Basic Income (or a partial, preliminary version of it) is a necessary condition for the 
realization of interventionary reductions in working hours.

But, conversely, an interventionary reduction in working hours is a necessary condition 
for a Basic Income’s proving to be a sulution which does not bring with it unintended and 
undesirable side-effects. As has been said, social democratic critics fear that with Basic 
Income the mere appearance of a solution is being promoted, and that in practice it will 
only produce a division of society into relatively well-placed full-time employees and neces-
sarily marginalized unemployed or part-time workers. But this fear is ungrounded if access 
to paid work is more evenly distributed as a result of reductions in working hours, if the 
difference between full and part-time work is leveled off, and if a new type of “full employ-
ment” is created for all those who seek paid employment – even if this means that – as Gorz 
first proposed (Gorz, 1984; see also 1989) – the proportion of a lifetime spent by each 
individual in formal wage labor is decisively reduced. In this way, not only would social 
division be prevented, but partial account would be taken of the feminist critique of the 
gender codification of the labor market. In addition to reductions in working hours; a 
particularly effective way of avoiding social division and disintegration would be to encour-
age processes of socialization, qualification (Mückenberger, 1986), and in some cases rights 
of access to waged work (quotas, entitlement to be taken on or to be reemployed after a 
break, etc.), which would make all workers aware of the labor market and of the income-
earning opportunities open to them. Just as reductions in working hours would create a 
universal demand for labor power, so the educational measures developed alongside them 
would ensure that the suppliers of labor power were actually able to fill the places offered. 
As long as we recall this functional connection between Basic Income, a reduction in 
working hours, and education policy, there can be no talk of “opting out” from work or 
of the marginalization of certain categories of worker.

As well as the compensations for loss of income which a Basic Income provides, a further 
stimulus to reductions in working hours would be the possibility that individual employees, 
in accordance with their own needs and obligations outside work, could themselves choose 
the particular hours, days, weeks, or years in which their working hours would be reduced. 
This right to choose to do “less work,” and to determine how this would be organized, could 
be legislated for, and would markedly increase the attraction of reduced working hours for 
individual employees. For in this way entire blocks of time would be at their disposal, blocks 
whose individual utility would be much greater than a uniform reduction in working hours 
of, say, 30 minutes per day. Such “labor time flexibility” on the part of the employee would 
merely be a justified and easily legitimated counterweight to those forms of labor time reduc-
tion already in existence which are aimed solely at the needs of the enterprise (for productivity, 
orders, etc.).

The second key component of the “package” proposed here is the encouragement, 
development, and formal recognition of “informal” independent labor and activity in 
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associations, cooperatives, neighborhoods, and self-help organizations, and under volun-
tary arrangements. Given falling labor market demand, the explicit purpose of a Basic 
Income is to rid employees of the need to tie themselves to the labor market and to seek 
employment through it. For this carries with it a high risk of pauperization. But the option 
of voluntarily forgoing waged work over a shorter or longer period would be a realistic 
one for most employees only if, instead of being ignored, their demand for useful activity 
and for the social worth and recognition associated with it were directed into channels 
which lay outside the labor market but which were freed of the stigma of work which was 
devalued or held to be a deviation from a “normal” way of leading one’s life. There is no 
doubt that in the course of capitalist industrialization and modernization the spheres of 
such activity, external to the labor market and to the field of economic “autonomy,” have 
shrunk, and that today they have congealed into a small residue. For these structural 
reasons, and also for cultural ones, the prospect of a return to “original” forms of coopera-
tion in extended family, neighborhood, local community, and voluntary association is 
hardly a good one.

But since interventionary reductions in working hours have created a demand for such 
forms of activity, and for the concrete services and forms of production associated with 
them, the only realistic course is to establish and maintain such forms of activity through 
encouragement from the state, legal guarantees, and political recognition. A Basic Income 
is a vital presupposition of this. It guarantees an “income without work,” In the short or 
long term, as the sole basis of the existence of those who, “work without income.” Con-
versely, the development of independent work and production, and of local and cooperative 
self-provision, is necessary if a Basic Income, which can be precisely calculated in the short 
run, is to be an acceptable form of social security. For Basic Income can only be that form 
of social security – that is, one which does not discriminate through poverty – if, within 
the framework of these forms of activity and the networks of mutual assistance and 
exchange associated with them, those services can be maintained which would otherwise 
have to be created through the market and through the use of monetary income.

There is a relationship of mutual presupposition not only between Basic Income and 
reductions in working hours and between Basic Income and new forms of independent 
labor, but also between new forms of independent labor and reductions in working hours. 
Clearly, the prospects for such new forms of independent labor are good only if these 
activities are not restricted to the “free time” of full-time employees. Rather, supplementary 
periods of time will have to be deducted from that devoted to wage labor. Conversely, it 
will be possible to stimulate the interest of individual employees in reductions in working 
hours only if they are made aware that such activities are possible.

Basic Income in the Field of Political Conflict

Those who advocate a strategy of social reform in which a Basic Income plays a central 
role are not pursuing new, let alone revolutionary, goals. Its main purpose is to secure 
those ethical standards which are already recognized as binding – prevention of poverty, 
equality of opportunity, solidarity – against losses and regressions which, without the intro-
duction of a Basic Income, would inevitably accompany certain current and future socio-
economic developments (such as falling growth rates, absence of full employment, 
demographic “overdemand,” the existing social security system’s “dependence on employ-
ment,” the increasing ineffectiveness of laws on maintenance).
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Because Basic Income has this “conservative” purpose, the burden of proof falls to its 
opponents. Either they wish to put an end to the postwar social ethical consensus, or they 
must show that their demands can be met in the long term by means other than that of a 
Basic Income – something which, for reasons already given, seems to us highly doubtful.

Aside from this social policy front, where the opponents of a Basic Income are challenged 
either to provide a better alternative or become the champions of regression, there is the 
question of the group interests from which support for a Basic Income can be expected. 
The following is a review of such socio-economic categories and their associations and 
representatives.

The recipients of social assistance and unemployment benefit, but also all those with legiti-
mate claims on the social security system, are disposed toward support for the Basic Income 
model. They have an interest in an adequate income which is secured against fluctuations 
in the state of the economy and of unemployment. This holds for those with social insur-
ance, especially those in pension schemes, because this model would allow them to rely on 
a basic “pillar” of monetary income, without preventing them from achieving a standard 
of living which goes beyond it. They might do so through the accumulation of private 
means and/or through additional pain work. Those receiving social assistance are like1y 
to give their support for the additional reason that they would be spared having to prove 
their “availability” for work or to accept a means test for family supplement.

Under circumstances in which the long-term future of employment is difficult to esti-
mate, the trade unions, as bargaining organizations for employees, have a rational interest 
in a BI model. This is because the chronic “oversupply” of those seeking work inevitably 
leads to price competition among employees, and threatens a disintegration of trade unions 
and a restriction of their room for maneuver. For trade unions, a Basic Icome would solve 
this problem by restricting the labor supply. All employees would be given the chance of 
opting out of their role as employees, either in the short or the long term, and contenting 
themselves with the subsistence which a Basic Income secures. This would be particularly 
tempting for those in badly paid or unattractive jobs. Its result, which trade unions would 
welcome, would be that employers would have to provide their employees with better paid 
positions, to phase out routine or unskilled tasks, or at least to take steps which significantly 
increased their attraction.

A social security system financed by taxes give employers in labr-intensive and medium-
sized firms the advantage of a relief from supplementary labor costs. It also equalizes 
competition with large industrial and/or capital-intensive branches of the economy. For 
these reasons one can expect a weakening of the ideological and political resistance of these 
groups, and under certain circumstances their unequivocal support.

A Basic Income is also of considerable interest from the point of view of policy toward 
women. A guarantee of such an entitlement would make it easier for women to avoid having 
to choose between a form of life secured only by the law on maintenance, and participation 
in work which may be marginal, undervalued, or discontinuous. Instead, they would be 
able either to reject both, or to make fully valued employment the condition of their 
engagement in paid work.

Finally, where local authorities are responsible for social benefits, they will have a clear 
interest in the introduction of a Basic Income. Not only would they no longer have to 
shoulder the responsibility for social benefit, but the resources released could be used, 
directly or indirectly, to stimulate employment. Following the introduction of the entitle-
ment to a Basic Income, they could thus help to reduce the number of occasions on which 
the insufficient absorptive capacity of the labor market meant that it was actually claimed.
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This apparent paradox, that fewer people will claim a Basic Income the greater is the 
circle of those who, as citizens, can do so, is also produced by some of its other socio-
economic effects. Far from being an excuse for “laziness,” inactivity, and the egotistical 
exploitation of public resources, it is precisely suited to putting a stop to the widespread 
squandering of the productive potential of human labor power. It may do so through the 
stimulation of “informal” modes of work organized outside the rigid forms of a labor 
contract, or through the generation of employment arising out of fiscal relief granted to 
businesses and local authorities. It does not seem too far-fetched to assume that in wealthy 
industrial societies, employees who are accorded the right to withdraw from paid work 
without penalty and at the cost only of loss of income (but not poverty!) will as a result 
be better motivated, better qualified, and in a better physical and psychic condition to 
engage in it (for then they would be choosing it “voluntarily”) than those from whom this 
choice is withheld, and who must consequently work knowing that nonengagement in 
paid work (or the failure of an attempted engagement in it) carries the threat of material 
need and social stigma.
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Chapter 74

Pathways from Here
Claus Offe

Excerpts from Offe, C. (2001). Pathways from Here. In P. Van Parijs (ed.)  
What’s Wrong with a Free Lunch? Beacon Press, Boston, pp. 111–118.

I believe that it is a mark of a good theory to be able to offer a theory about itself. In this 
second-order component, the theorist must answer, among others, the question: why do 
so many people oppose my theory? Why isn’t it universally shared, given its overwhelmingly 
evident plausibility? Shared, that is, by a sufficient number of people, both elites and 
nonelites, to implement its prescriptions.

One answer to this question might be provided by an ad hoc list of propositions: people 
need to get used to the idea; they have to overcome their moral prejudices and intutions; 
they are misled by interested parties into believing that the social costs of a Universal Basic 
Income (UBI) will be unbearable and that the benefits are dubious. These observations 
are obviously well taken. They suggest some strategies for improving the chances for a 
UBI to be successful: try to convince people, talk to political elites, demonstrate that the 
idea has fallen on fertile ground already in some countries, do more realistic econometric 
analysis on all kinds of second-order consequences, design and conduct large-scale experi-
ments, and the like. All of this is actually being done, and with considerable success, most 
prominently by Van Parijs and by other people involved in the Basic Income European 
Network (BIEN), various national research institutes, advocacy groups, and some left-
libertarian political parties.

But while interest in and openness toward UBI schemes are generally on the rise, and 
not only so in the advanced economies, nobody would seriously claim that the reality of 
Basic Income is just around the corner anywhere. Why not? I want to suggest an answer 
and derive a few (second-order) policy implications for proponents of the UBI idea.

The ultimate justification for UBI is freedom: the freedom of individuals to say “no” to 
employers and state agencies (to say nothing about spouses) without heing punished 
through material deprivation. As a general rule, the anticipation of freedom causes fear. As 
is the case with other instances of achieving freedom, this fear, although it can be passion-
ate and exaggerated, need not be outright paranoiac. It can be based upon reasons. So, 

From Offe, C. (2001). Pathways from Here. In P. Van Parijs (ed.) What’s Wrong with a Free Lunch? 
Beacon Press, Boston, pp. 111–118. © Claus Offe. Reprinted with kind permission of the author.

Widerquist_8107_c74_main.indd   560 3/5/2013   9:27:52 AM



Widerquist—Basic Income: An Anthology of Contemporary Research

Se

 Pathways from Here 561

who has which reasons to fear what from the freedom that would follow on UBI? In 
numerous debates and confrontations I have had on the desirability and feasibility of Basic 
Income, I have encountered various kinds of fear.

1. Employers fear that their control over workers will be weakened, as workers would 
have a livable withdrawal option. A UBI makes it more difficult for employers to recruit 
workers for “bad” jobs, and requires employers to increase wages if they still want to 
fill these jobs.

2. Employees fear that a UBI will require a fate of (direct or indirect) taxation that in 
turn will involve a downward compression of the scale of net income; similarly the 
UBI, they fear, will serve as a pretext to replace the wage-graduated “social wage” that 
employees receive as pensioners, or, in the case of unemployment, with a flat-rate 
transfer. Wage differences will thus no longer, or not to the extent they are used to, 
translate into differences in income transfers, and the relative loss of income will have 
to be made up for through savings.

3. Prospective UBI recipients fear that the level of their income, including the rate of 
increase of their income, will be contingent upon political decisions and fiscal con-
straints, and thus be determined in the future by majorities who may or may not 
endorse and remain faithful to the idea of economic citizenship rights.

4. A great variety of individual and corporate actors tear for the moral underpinnings of 
a social order that is no longer shaped by the “productivist” assumptions that (employed 
or self-employed, at any rate market-rewarded) work is “normal,” free lunches “anoma-
lous,” and the demand of “something for nothing” deviant.

It seems to me that proponents of UBI must take these fears seriously. To suggest other-
wise would he to ignore the deep traces that more than 100 years of the hegemony of 
industrial capitalism have imprinted upon ideas, intuitions, and expectations. In fact, these 
hegemonic forces have forged an inter-class alliance founded on a workcentered normative 
helief system that appears to he largely immune to revision, even under the impact of the 
manifest changes of social and economic realities. Numerous and prominent policy intel-
lectuals advocating “welfare-to-work” schemes believe – or at any rate espouse the belief 
and encourage people to adopt it – that the only device by which modern societies can 
both integrate individuals and at the same time grant them a measure of autonomy is the 
labor contract. Although we can no longer ensure every adult a permanent job that pays 
a decent wage, this empirically obsolete vision of “normality” is more firmly entrenched 
than ever at the normative level. Proponents of a UBI have been rightly disgusted by this 
perversity, but they have yet to find a way of coping with it in politically productically 
productive ways.

So what might be done? I suggest that efforts to implement a UBI should he governed 
by principles of gradualism and reversibility. The idea is to provide a context in which 
people can change their preferences through learning, as in the saying that the appetite 
comes with the eating (rather than with coercive feeding). Instead of thinking ahout the 
UBI in terms of “before” and “after,” we need to conceptualize and promote it in the 
dynamic terms of less and more. This intellectual and political mode of experimental 
approximation could move along the following pathways.

As is well known, in an eventual steady state of a fully implemented UBI even the 
“surfer” or the “bohemian” would be entitled to a subsistence level citizen (or even resi-
dent) income – a scandalous anomaly by today’s prevailing standards that proponents of 
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UBI are usually quick to mitigate by speculating that nobody is likely to adopt the idle life 
of a surfer for any length of time. But another strategy of response is possible. Note that 
in most advanced economics and their social policy systems, numerous types of people in 
various situations and activities are effectively entitled to tax-financed income transfers, at 
a subsistence level or even higher. Single parents of infants belong in this category, as do 
people performing mandatory military service. The same applies to families, university 
students, and – within the European Union and as long as the Common Agricultural Policy 
lasts – farmers. Institutionalized exemptions from market labor (or the exclusive reliance 
of market rewards for labor) are numerous and perfectly legitimate.

One gradualist strategy then, would he to expand the list of groups, conditions, and 
activities that are legally eligible for such exemption. Political initiatives to promote such 
expansion are all the more promising as the “third” or “voluntary” or “self-help” sector 
of private foundations, cooperatives, and neighborhood organizations begins to play an 
increasingly visible role hoth as a social phenomenon and as a policy device to unburden, 
as well as increase the effectiveness of, state-provided services. To be sure, such “Participa-
tion Income” (as Tony Atkinson has influentially termed it) is still not “unconditional,” 
but rather contingent on nonmarket services performed. But the more popular, normal, 
and widespread the sector of such voluntary activities becomes, the more effectively can 
the authoritarianism of external bureaucratic control be fought.

As is equally well known, a fully implemented UBI would eventually reach subsistence 
level (and preferably also both legislative irreversibility and continuous adjustment to 
current market income); it would also be free of any means testing; and it would he effec-
tively paid to all citizens and residents. But these three features constitute as many axes of 
gradual approximation. More specifically, one could think of starting with an income sup-
plement that does not cover the suhsistence level but would still open up a withdrawal 
option in terms of hours of work. One could make meanstesting less stringent and also 
invert the means-test from one measuring lack of means to one measuring the presence of 
(significant) assets, with the implication being that all citizens except those with assets ahove 
a specified level receive a Basic Income.

The UBI is not just universal, unconditional, and subsistence-covering, but also perma-
nent. It is individually paid from adolescence to the end of life. The temporal extension is 
a further dimension of gradual approximation, and indeed an especially promising one. 
Elsewhere I have argued for a “sabbatical account” (of, say, 10 years) to which every adult 
person is entitled and upon which she can draw at any time (after the age of, say, 25) in 
the form of chunks of time of at least six months, and use the free time, which is covered 
by a flat-rate income, for whatever purpose she chooses. This scheme can he understood 
as a temporary Basic Income. The freedom of choice as to when, as well as how much of 
it, to withdraw will help to reduce the lahor supply at any given point in time. It will also 
allow employees to (threaten to) withdraw from particularly undesirable jobs and working 
conditions, and it will provide opportunities and incentives to restore skills and other 
aspects of human capital. Instead of “banning” people from the labor market, they are 
provided with the economically tolerable option of opting out voluntarily and temporarily, 
thus contributing to the restoration of “full” employment, if at a lower absolute level. 
Those making use of the option would also indirectly contribute to what I consider to he 
one of the most attractive features of UBI (and most of its half-way approximation): the 
powerful indirect effect it would have upon what we used to call “work humanization” 
and the gradual elimination of particularly “bad” jobs.
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In conclusion, and having in mind the context of the European Union and its integra-
tion, let me highlight one dimension in which gradualism is not feasible. A UBI (or which-
ever of its incomplete approximations) cannot be introduced in one country alone. For 
such unilateralism is likely to trigger migration effects that are bound to undermine the 
political and economic viability of any even less-than-complete solution. (Such migration, 
or emigration-prevention ettects are, of course, intended in the very special case of Alaska, 
as they were intended, before 1989, in the comparable case of West Berlin, with its resi-
dence premium paid to citizens as tax credit.) In Europe, however, what is possible in one 
country is constrained by what is possible in all other countries as well and at the same 
time. This rule may well be interpreted “Euro-skeptically,” as proof that the European 
Union stands in the way of national policy innovation. But it may also be read, more 
optimistically, as a design for the implementation of a “social” Europe that might he 
capahle of providing some much-needed meaning and broad popular appeal to the project  
of European integration.
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