A Citizen’s Income is an automatic, unconditional and nonwithdrawable income for every citizen, paid for by reducing tax allowances and means-tested and contributory benefits.

A Citizen's Income scheme (sometimes 

called  Basic Income or Universal Benefit)  is intended to overcome the failings

 of  the present welfare state. It would be simple in application, increase 

economic efficiency, help prevent poverty and unite our society.

ASPECTS OF CITIZEN'S INCOME:
No.1: What is a Citizen's Income?

1.  How is Citizen's Income defined?

A Citizen's Income is an income  paid by the state to every man, woman and child as a right of citizenship. It could be financed by a tax on all (or almost all) other income, but other ways of financing it are possible.

2. Would there be any conditions attached to receiving it?

Yes, one. Recipients would have to establish their legal residence in this country.

3. Would everyone get the same amount?

No, the Citizen's Income would be age related. There would be more for elderly people than for adults of working age and more for adults than children. There would also be supplements for  disability. But there would be no differences on account of income or wealth, work status, gender or marital status.

4. Would the payments be taxable?

No, they would be tax free.

5. How would  Citizen's Income be paid for?

There are different ways this could be done. One possibility would be through a new income tax which would combine existing income tax and National Insurance contributions. In principle all income  in excess of the Citizen's Income payment  would be taxable, although in practice the first slice of earned income (about £20 a week) would probably be tax free. The present system of income tax allowances and reliefs benefit the better off more than the less well off. Citizen's Income would  ensure that everyone received  a similar Citizen's Income payment but richer people would contribute a little more income tax than under our present system.

6. Do we have anything like a Citizen's Income already? 

Yes. Child benefit, paid on behalf of every child regardless of the income or work status of the parents, is virtually a Citizen's Income for children.

7. Why do we need to replace the present benefit and tax system?

Because it fails to do the job it was originally intended to do. It has become absurdly complicated and inefficient. Many children between the ages of 16 and 18 are left in poverty; many adults are prevented from working even in unpaid , voluntary jobs because of the rule about availability-for-work. The existing benefit system stems from  the Beveridge Report of  more than 50 years ago and the basic principles of the Beveridge Report are as relevant today as they were then. They were :

* The right of every citizen to a minimum level of subsistence;  * The need to preserve incentive, opportunity and responsibility.

But  - partly because of the disappearance of full employment, partly because of social changes - the tax and benefit system  has now deteriorated into a complicated  morass  of constantly changing social security and tax legislation, much of which is counter-productive. Administration costs alone put nearly 2 pence on income tax. Despite the large amount of annual expenditure on social security  there has been a steady and alarming growth in the numbers of those in poverty.

Three important areas need to be tackled:

THE UNEMPLOYMENT TRAP. Most claimants would like to work but they are the victims of a system which has undermined the financial rewards that used to make work worthwhile. Income tax, council tax and National Insurance contributions are charged on earnings below out-of-work benefit entitlements. Many unemployed claimants, especially lone mothers and people with disabilities, find it difficult and often impossible  to earn enough to offset loss of their dole money and pay their taxes, fares to work and childcare costs.

THE POVERTY TRAP.  Working families with children can claim means-tested Working Families Tax Credit, but this replaces the unemployment trap with the poverty trap. By the time they have paid their taxes, some families get only a few pence out of each extra £ earned. The balance is skimmed off by the Inland Revenue and the Department of  Social Security.

PENSIONERS. Many pensioners (mostly women) are still not entitled to a full basic pension because they have not been in full-time work for long enough, if at all, usually because they are looking after others. Instead, they are expected to claim means-tested benefits. Other pensioners, who have worked and saved all their lives, find themselves no better off, sometimes worse off, than if they had not saved at all. They find that their savings or their small inadequate pensions  disqualify them  from income support and housing benefit.

8. So how would a Citizen's Income change things?

Citizen's Income has the same objectives as the Beveridge Report but uses different and potentially much more effective methods to achieve them. Contribution records, means testing and income tax allowances would be dispensed with and a Citizen's Income payment introduced based on legal residence. Out would go benefit 'dependency additions' (for spouses and children)  - and in come individually assessed Citizen's Income payments for each man, woman and child. Out go availability-to -work tests - and in comes the freedom to take whatever jobs are available without fear of prosecution.

9. How much would Citizen's Income be?

Of course Citizen's Income cannot be introduced at a stroke. The first  payments would  have to be quite small - about £18 for adults and £15 for children at 2001 prices and incomes. Yet even these amounts would produce significant transfers of income to the poorest sections of our community because take-up would be virtually 100 per cent and non-earning carers (including many mothers) would receive guaranteed cash income of their own for the first time ever. As the system was phased in the figure would go up until it reached an acceptable level.  Slowly but surely, the Beveridge idea of a safety net which can be relied on but which does not  stifle initiative and incentives would become a real possibility.
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ASPECTS OF CITIZEN'S INCOME:
No. 2:   Citizen's Income - 

the Charitable Trust.

1. What is the Citizen's Income Trust?

The charitable trust, the Citizen's Income Trust, takes its name from the concept of a universal or basic income guaranteed  to all citizens who are legal residents of this country. The organisation used to be called the Basic Income Research Group, which was formed in 1984 under the auspices of the National Council for Voluntary Organisations (NCVO), to research all aspects of reform along the lines of a Basic Income. The association with NCVO continued until 1987, when BIRG became independent. In 1989, BIRG became a registered charity (no. 328198) and in 1992, BIRG changed its name to the Citizen's Income Trust because social security reform is an important part of the wider debate about the nature of citizenship.

Address:  Citizen’s Income Trust, P.O. Box 26586, London  SE3 7WY

E-mail: info@citizensincome.org   Website: www.citizensincome.org.uk

2. Is CIT politically independent?

Yes. CIT is independent of all political parties and it is not a pressure group. Its aim is to promote debate about the feasibility and desirability of a Citizen’s Income, not to campaign for one. The only organisation to which it is affiliated is the Basic Income European Network (BIEN), which it helped to found in 1986.

3. Where does the money come from to run CIT?

The Citizen's Income Trust is funded by subscriptions and donations from individuals and charitable trusts. A copy of the most recent audited accounts is available on request.

4. What does CIT do?

CIT's trustees, staff and subscribers pursue debate about the concept of Citizen's Income across a wide variety of institutions  both here and abroad. It publishes a regular Newsletter and convenes working groups and publishes their reports. It holds conferences and seminars and sponsors regional activity. It publishes information leaflets and responds to requests for information. It maintains a library and  has produced a short video explaining the idea of Citizen's Income.

5. Who manages Citizen's Income Trust ?

Ultimate responsibility lies with CIT's trustees, who appoint a director. CI also has a group of specialist advisers .  The Trustees  are: James Dickens, Anne Miller, Susan Raven, Philip Vince (secretary and treasurer), Jay Ginn, Keith Dowding and Tony Walter.

The Director is Dr. Malcolm Torry  

6. How can you participate?
In two ways. First  by contributing financially, and second by encouraging debate through local organisations and the media.

We depend on the issue of Citizen's Income being popularised through individual contact with local organisations, trade unions and political bodies.

QUOTE: "The objects of the Trust are to advance public education about the national economic and social effects and influences of Basic Income Systems

( . . . which guarantee to each and every man, woman and child the unconditional right to an independent income)"     From the Citizen's Income Trust Deed.

YOU CAN MAKE A SUBSCRIPTION/DONATION TO HELP CIT'S WORK

A. DONATION         I enclose £.........to help in the work to get the concept of Citizen's Income accepted as an alternative to the existing tax and benefits system.

NB  GIFT AID SCHEME - we can claim repayment of tax on donations of £250 and over.  We would provide a Gift Aid Certificate after receiving your cheque. 

To: Citizen's Income Trust

NAME......................................................................................................................

ADDRESS................................................................................................................

..................................................................................Tel/fax.........................……..

E-MAIL : ................................................................................................................
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ASPECTS OF CITIZEN'S INCOME:
No.3: Paying for Citizen's Income

1. How would the Citizen's Income be paid for?

There are a number of ways;

*  by  expenditure savings on existing social security benefits

*  by savings on administration

*  by raising extra revenue by abolishing income tax allowances and reliefs

*  by extra revenue resulting from integrating  National Insurance contributions into income tax

*  from the results of increased wealth creation through economic efficiency

Expenditure savings would arise because the payments would be deducted £ for £ from existing benefits, and would be a far less costly system to administer than the existing tax and benefits system. The Exchequer would get more revenue because the income tax base would be wider, because employees' and self-employed National Insurance contributions could be integrated into the new style income tax (chargeable on both unearned as well as earned income) and because fewer people would be caught in the poverty and unemployment traps  and would  be able to contribute through  their earnings.

2. What amount of Citizen's Income could be afforded in present circumstances?

That depends on what sort of CI we should opt for. There are three possibilities:

FULL CI - defined as "enough to live on" - would require such high levels of income tax 

( probably around 70 per cent)  that it is unlikely to gain political or public support.

PARTIAL CI - defined as "needing to be supplemented for those without other income" - is usually  taken to mean half the rate of Income Support for a married couple  with less for children but considerably more for old-age and disability pensioners. Partial CI would need to be supplemented by other provision, especially for housing costs and for families with children, but  far fewer people would need it than need means-tested benefits at the moment. For the majority of people income tax minus CI would be a smaller proportion of their income than direct tax is now.  The level would depend on the size of the pensioner supplements, the speed with which existing benefits and non-personal income tax reliefs (such as for mortgage interest) could be phased out and the state of the economy.

TRANSITIONAL CI  - is defined as the small payments which would be the first step towards a partial CI system. See the illustrative scheme in the ‘Findings’ section of the website. 

3. Would many people on a Transitional CI not have enough to live on?

There are problems to be faced. Like social security at present the amounts available for CI depend on taxation policy.  The integrated income tax rate would have to be a few percentage points higher than the present standard rate of income tax plus National Insurance contributions and this would result in a more progressive tax structure in which a majority of the population had slightly higher net incomes after adding CI to and deducting integrated income tax from their gross incomes and a minority of higher paid people had lower net incomes than now.

4 . Is income tax the only means by which Citizen's Income could be financed?

There may be other ways as well. In Alaska every citizen receives an annual income from the profits of oil produced at Prudhoe Bay.  In the UK we might look at the idea of  a "social dividend" financed out of the profits of industry  as it adopts new technologies..

One of the most distinguished social welfare experts in this country, Professor A. B Atkinson , in a lecture delivered at the London School of Economics  to mark the 50th anniversary of the Beveridge Report, said: "In my view, it is ...a mistake to see basic income as an alternative  to social insurance. The historical opposition to Beveridge should be forgotten. It is more productive to see basic income as complementary. For this reason , I am much more persuaded by the approach to basic income adopted by Hermione Parker (1989) as the first phase of a move to a basic income. In her BIG Phase 1, she outlines  a scheme which would replace tax allowances, although retaining an earned income disregard, but would keep the existing structure of social insurance benefits. However I would see this partnership between social insurance and basic income not just as a transitional compromise, but as an alternative conception of the basic income. The basic income would complement an improved social insurance scheme by reducing dependence on means tested social assistance and helping low wage workers".
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ASPECTS OF CITIZEN'S INCOME:
No 4: The history 

of Citizen's Income

1. Where and when did the idea of Citizen's Income come from?

Thomas Paine recommended that every citizen should receive an income from the state, in compensation for the inequitable division of land, which he regarded as belonging to every citizen. 

In 1920, Major C.H. Douglas proposed  Social Credit or National Dividend as a remedy for unemployment. Variations of this idea entered the economic and social policy debates of the inter-war period and were advocated by several leading economists associated with John Maynard Keynes. 

And then Beveridge’s report and the subsequent legislation for the welfare state as we know it included a provision for Family Allowances: an allowance for every child except the first in each family ( - Child Benefit later extended the benefit to all children). Beveridge’s system of contributory benefits backed up by a means-tested safety-net soon became a means-tested safety net to which contributory benefits contributed, because the means-tested benefit-levels were set too close to those for contributory benefits, and means-tested benefits included housing costs and contributory benefits didn’t. The stage was therefore set for ideas aimed at reform, and the example of Child Benefit offered a possible way forwards.

3.  How did the Citizen's Income idea enter the mainstream welfare debate?

All through his career the late Professor James Meade of Cambridge University (winner of the Nobel prize for Economics in 1977) advocated the introduction of what we now call a Citizen's Income.

In Britain, during the 1930s, he advocated what he called a Social or National Dividend which would be payable to all citizens. But the idea of an income paid to individuals and replacing existing cash benefits and income tax reliefs is believed to have originated from the "New Social Contract" advocated in 1943 by Lady Juliet Rhys Williams as an alternative to the Beveridge Report. Her "contract" was close to a Citizen's Income but differed in that it depended on a work test. Professor Meade later developed Lady Rhys Williams' ideas, abandoning her work test, and financing the scheme through income tax. He was particularly concerned about Citizen's Income as a method of helping a return to full employment.  He argued that a Citizen's Income served three purposes: "(1) It relieves poverty by guaranteeing for every citizen a sufficient Minimum Acceptable Level of income.  (2) It does so without destroying incentives to work if it is not withdrawn as the citizen earns other income.  (3) It provides a universal supplement to earnings which is aimed at justifying any restriction of rates of pay which is needed to ensure full employment."  A few months before his death in December 1995, Meade had once again returned to this theme in his book Full Employment Regained?  ISBN 052155697X.
Citizen's Income is also the logical conclusion to Richard Titmuss' famous 1955 lecture in which he drew attention to similarities and inequities between social security benefits, tax reliefs and occupational benefits. In 1962  in their book "Capitalism and Freedom", Milton and Rose Friedman proposed negative income tax as a way of escaping work-status benefits. But negative income tax is not the same as a CI because the assessment unit is the family or household and not the individual and the amounts payable depend on the income of  family members. 

4. Have British Governments thought of introducing basic income schemes?

In 1972 the Government of Edward Heath put forward detailed proposals for a tax-credit scheme. It would have replaced most income tax allowances and some social security benefits with tax credits payable in cash where they exceeded tax liability. These tax credits resembled a Citizen's Income in some ways but did not cover the whole of the population. In 1979 child benefit which is a Citizen's Income for children in all but name was introduced.

5. Are the political parties interested in the idea?

Politicians from all the major parties have shown interest in the concept of CI.  For a period the Liberal Democrats accepted it as official policy but have since modified their support.  CI remains official policy of The Green Party.  The independent Commission on Social Justice set up by the late Labour Party leader, John Smith, said that it would be "unwise" to rule out a CI for the future.  .

7. Have any academic institutions shown interest in researching the scheme?

Yes. A CI has a great deal of support in the academic world where much work is being done to assess the exact impact of a CI on our social and industrial life, its costs and benefits.

8. Has the idea spread abroad?

In Holland the Dutch were discussing "Basisinkommen" in the late l970s. In Belgium, France and Germany the debate is mainly restricted to academic institutions. In Canada in 1985 the MacDonald Commission recommended a Universal Income Security Program with a low guarantee income level, a low tax-back rate, and special "top-up's" for those who are unable to work. The membership of the Basic Income European Network (BIEN) has become increasingly world-wide.

9. What is the future for the idea?

Right across Europe the debate about the future of welfare and social security benefits is opening up. Rising unemployment and prolonged recession have put serious strains on national economies. Unfortunately many Governments are seeking to solve their economic and financial problems at the cost of civilised standards of social welfare. A Citizen's Income is the sort of long-term solution which should be advocated in these circumstances. It combines the possibility of increasing economic efficiency whilst providing a basic level of support which allows the individual maximum freedom. 
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ASPECTS OF CITIZEN'S INCOME:
No. 5: Why Citizen's Income is different from existing benefits

1. Is CI a completely different system?

Yes, payment of most existing benefits depends on work status. Claimants must be out of work but available for work, or out of work and unable to work. Lower-paid families with children can claim Working Families Tax Credit. Otherwise, with the notable exceptions of old age pensions and Child Benefit, working and at the same time claiming any of the main benefits is a criminal offence. That means unemployed claimants cannot study, train or do voluntary work to any significant extent without jeopardising their benefits.

This leads to situations where the unemployed find it difficult to find a job that pays as much as the State benefits PLUS income tax, National Insurance contributions, council tax, and travel expenses which the job entails. This is the unemployment trap. The Working Families Tax Credit improves the position for lower-paid families with children but replaces it with the poverty trap (see below).

A Citizen's Income tackles the unemployment trap by removing the link between benefits and work status. Unemployed people, invalidity pensioners, lone mothers - anyone entering or re-entering the labour market - would keep their CIs. Students and trainees would have a secure income. A Citizens Income would increase, not impair, economic efficiency.

2. What makes a Citizen's Income so relevant today?

Once again mass unemployment has since 1980 become a chronic problem. The existing social security system dates from the Beveridge Report over 50 years ago which assumed very low levels of unemployment.  Today the whole structure of the work force is changing. Information technology is ensuring that fewer employees produce more goods. We need a social security system which matches the changing needs of society in the 2lst century.

3. Would a Citizen's Income promote employment?

By abolishing the availability-for-work test , the introduction of a Citizen's Income would reduce the level at which paid work became worthwhile. With a CI in hand, part-time work, flexible working, temporary contracts and self-employment would become more attractive.  

The present pattern of employment opportunities is too rigid and inflexible, particularly for disadvantaged groups such as people with disabilities and single parents with small children. It is also unsuitable for increasing numbers of older workers who might prefer some form of part-time working in the transition from full-time employment to retirement.

By helping to break down the barriers between employment and unemployment, a Citizen's Income should enable workers to develop more flexible patterns of work more consistent with their own needs. And it would give some reward to those whose voluntary caring contribution to society is so important.

4. How else would it help the economy?

It would ensure that those seeking higher education, training or re-training would be able to take advantage of a small secure income. Today some get grants or training allowances but there is no income guarantee. It is hardly surprising in these circumstances that British industry suffers from a severe and chronic skills shortage.  At present students and trainees depend  almost entirely on a hit-and-miss system which prevents a long-term view of the country's industrial needs. 
5.  Would employers take advantage of CI to keep wages low?

Some may but the best would not; and now that a National Minimum Wage is in place, it is more difficult for employers to pay very low wages. Rather than a CI enabling employers to pay lower wages, it would enable people to move more easily from one job to another, and it would at the same time provide an incentive for people to take jobs, because it overcomes the worst effects of the unemployment and poverty traps. A CI would therefore improve the efficiency of the labour market.

The poverty trap arises when  people are taxed beyond the ability to pay.  Housing Benefit and Council Tax Benefit are withdrawn, and the benefit of the Working Families Tax Credit reduces, as net income after paying income tax and National Insurance contributions rises, at such a high rate that only a few pence remains out of each extra £pound  earned.

6. Wouldn't a Citizen's Income decrease incentives to work?

Some people believe that without an availability-for-work test a benefit such as Citizen's Income would destroy the work ethic. Paradoxically it  is the present system that decreases the incentives to work, train, care for others etc. by paying benefits to people only so long as they do nothing and penalising them when they try to help themselves.

