Feb 18, 2004

6

USBIG Discussion Paper No. 84, April 2004

Work in progress, do not cite or quote without author’s permission

The Ethics of Basic Income Grants

Nicolaus Tideman

Economics Department, Virginia Polytechnic Institute and State University

Abstract

The ethics of three possible reasons for a basic income grant are explored: the requirements of morality, the requirements of justice, and the preferences of the citizenry.

I. Introduction

This paper explores responses that an advocate of basic income grants might offer to a person who argued that such grants are an infringement on the rights of individuals to keep the money that would be collected in taxes to finance basic income grants.  Three possibilities are explored: that basic income grants are required by morality, that basic income grants are required by justice, and that basic income grants represent the wishes of the citizenry.

The framework in which the inquiry is set is the one suggested by Bruce Ackerman, in Social Justice in the Liberal State.  In Ackerman’s framework, there are three basic principles of justice: 

1. Rationality: Anyone who exercises power has an obligation, when questioned, to provide a reason why he or she is justified in exercising that power.

2. Consistency:  The reason given to justify any one power must not be inconsistent with the reason given to justify the exercise of any other power.

3. Neutrality:  No reason to justify the exercise of a power is an acceptable reason if it requires the power holder to assert that he or she is better than someone else, or that his or her conception of the good is better than that of someone else.

The basic form of an acceptable justification of power in Ackerman’s framework is a statement of the form, “I am at least as good as you are, so I deserve opportunities to exercise power that are at least as great as yours.”  Thus the advocate of basic income grants is cast as a person who has the power to implement them, and the questioner is cast as a person who will see his or her income reduced by the necessity of raising funds to finance the grants and asks, “Why is it just for you to exercise this power over me?”

II.  Morality

Basic income grants represent an exercise of power that must be justified only if the grants are financed by taxes.  It may be possible to imagine a society in which basic income grants were financed by voluntary contributions rather than taxes.  In such a society there could be conversa​tions on the subject of how much money individuals ought to contribute to the fund from which the grants were paid.  In such conversations, advocates of greater contributions might make such arguments as, “People should love their neighbors as themselves,” “People should behave in the ways that will create the greatest total utility,” or “Until you have tried being truly generous, you have no idea how satisfying it can be—don’t be seduced by the apparent advantages of selfishness.”  Advocates of smaller contributions might argue that basic income grants undermine the self-reliance the people out to have, or that they encourage people in difficult economic circumstances to have additional children and thereby add to the total of human unhappiness.

There are many directions that such conversations might take, seeking agreement on premises and adducing facts.  I do not know how much agreement could be achieved in such discussions.  To the extent that people did achieve agreement, they would be able to have a system of basic income grants that satisfied their morality and was completely free of coercion.

III.  Justice

Basic income grants founded on theories of justice operate differently.  When a proposal for basic income grants is founded on a theory of justice, its proponents are asserting that to refuse to implement the proposal would be to deny individuals access to what is properly theirs.  There are a variety of bases on which such a claim might be made.

A. Leximinist Contractarianism

A Leximinist contractarian (such as John Rawls) would assert that it is just to coerce people to abide by the rules that they would have agreed to before they knew their personal circumstan​ces, 
 and that, given the chance to choose rules before they knew their personal circumstances, people would have an overriding concern for the condition of the representative member of the least advantaged class.  Therefore, while taking into account the incentive effects of taxes, justice requires the system of basic income grants that maximizes the well-being of the poor.

I disagree.  I believe that the contractarian proposal to base justice on what people would have agreed to before they knew their personal circumstances is to invite those with power to be blind to the biases of self-interest.  As Ackerman says,

Despite my best efforts, I shall be defenseless . . . the moment I try to make it clear to another person why it is right that I, rather than he, should establish a claim over a disputed thing.

I:   When I look into myself, I am sure that I would have insisted upon this right as a condition of entering society with you.

You:   You haven’t the slightest idea what you would have insisted on in a presocial state.  You’re simply using the idea of a potential entrant as a screen upon which you can project the deepest desires of your social self.  But I too have desires; why should mine be sacrificed to yours?  And if you insist, it is possible that I too may delve deep into my psyche and find a transcendent grounding for my desires.

B. Utilitarian Contractarianism

Even if one were to accept the contractarian premise that justice is prescribed by the rules that people would agree to before they knew their personal circumstances, it seems to me more plausible that people in such circumstances would choose the rules that maximized total expected utility (as Harsanyi suggests
) than that they would have an overriding concern for the well-being of the representative member of the least advantaged class.  If one accepts Harsanyi’s view, then a contractarian approach to justice requires the system of basic income grants that maximizes total utility.  Such work in economics as that for which James Mirrlees was awarded a Nobel Prize
 explores the system of basic income grants and income taxes that would maximize total utility.  However, for the reason described in the quote from Ackerman, I reject the Contractarian premise that it is just to coerce people to abide by the rules that they would agree to before they knew their personal circumstances.  

C. Liberal Justice

I endorse a Liberal view of justice, a view that says that people have rights to themselves.  Because they have rights to themselves, they have rights to keep what they produce through their efforts and through the returns to their savings.  It might seem that this leaves no possibility of revenue with which to finance basic income grants, but that is not so.  In a Liberal view of justice, the source of funds for basic income grants to which people are entitled by justice is the scarce factors of production that are provided by nature and need to be allocated to the exclusive use of individuals for greatest effectiveness.  This category is sometimes called “Land,” but that designation may be mislead​ing.  Let’s call it “Nature.”  

“Nature” includes the part of land value that is due to rivers, harbors, and natural soil nutri​ents, but not the part of land value due to infrastructure, the agglomeration of economic activity or fertilizers applied by humans.  Nature also includes exclusive access to water, minerals, petroleum, virgin forests, fish in rivers and oceans, airplane flight paths (when these are scarce), the frequency spectrum, geosyn​chron​ous orbits, and the capacity of the environment to absorb limited amounts of pollutants.
  In the Liberal view, Nature is the equal heritage of all humans.  A person who is challenged on the propriety of having exclusive access to a part of Nature can justify that exclusive access if he or she can truthfully say, “I have left as much for every other person as I have taken for myself.”  Any person who has a disproportionately large share of Nature allocated to his or her exclusive use has an obligation to compensate those who have dispropor​tion​ately small shares.  Any person who has no Nature allocated to his or her exclusive use has a claim on a recurring payment (a basic income grant) equal to a per capita share of the value of exclusive access to Nature.

In the Liberal view, justice requires equal sharing of the value of exclusive access to Nature on a global basis.  To accomplish this without world government, each nation must determine whether the exclusive access to nature that its citizens appropriate for themselves has a value that is greater than their share: the product of the value of all exclusive access to nature and the share of world population represented by the nation’s population.  If the nation’s appropriation of nature is greater than its share, then it owes compensation to those who receive less than their shares.  The receipt of such compensation would provide poor nations with funding with which to finance basic income grants.

IV. Preference

Suppose that some people are unhappy with the small size of the basic income grants that can be financed by the combination of voluntary donations and paying each person his or her share of the value of exclusive access to Nature.  Suppose that a group of people propose to organize a political movement that would levy a tax on incomes from wages and savings, to finance a greater basic income grant.  They argue:  “We believe that in a good society, people take care of their fellow citizens.  We want to live in a society in which anyone with an income is required to pay a portion of that income into a fund that provides bigger basic income grants.  Why shouldn’t we be able to create such a society?”

The answer is that they should be able to create such a society for themselves, but they do not have a respectable claim to imposing such a society on people who do not want it.  Thus it is important to have a process by which people with preferences that differ from those of the majority are able to separate themselves from the rules that the majority wishes to impose.  This is necessary both to give the majority the opportunity to have the society they want for themselves without being constrained by the objections of the minority, and to give the minority the opportunity to be free from a tyranny of the majority.  The processes by which the minority remove themselves from the rules of the majority are migration and secession.
  Because both of these processes are costly, it is important for the majority to be sensitive to the possibility that they are imposing unwarranted burdens on the minority.

The ethical problem of the majority in the world we live in is yet more complicated.  The rights of all persons to equal shares of the value of exclusive access to nature are not recognized.  And the rights of unhappy minorities to secede are not recognized either.  Thus a majority with the power to impose its preference on the minority must choose between denying themselves the opportunity to have the form of society they wish for themselves, and imposing on the minority costs that they should not have to bear.  Starting basic income grants with revenue provided by payments for exclusive access to Nature will ease this dilemma, but a significant part of it will remain until global rights of equal shares of the value of exclusive access to nature, and rights of secession, are recognized.

V. The Birth Rate Objection

One objection that might be raised to basic income grants is that they will induce people to have more children, leading to overpopulation.  Such a causal connection is not at all clear.  For the past several decades, birth rates all around the world have generally been declining, particularly in countries with high levels of income.  If present trends continue, the world’s population will reach a maximum of about 10 billion in about 2090, and then begin to decline.  The income security represented by basic income grants might induce people to have fewer children, particularly if having children represents a way for people to provide for their old age.  Furthermore, there are some advantages of a greater world population.  The greater the world’s population, the greater will be the market for new products, and the greater will be the incentive to innovate.  Whether added births represent a net gain or net loss when the value of exclusive access to Nature is shared is not clear.  If is should turn out that an excess of births is a problem for the world, then it would be appropriate to include parenting opportunities in the set of natural opportunities that nations have an obligation to compensate others for, if they take more than their share.
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