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Ackerman and Alstott (AA) (1999) and Van Parijs (VP) (1995) justify their respective income policy proposals, in part, by appealing to the notion of real freedom. This is “roughly” one’s ability to do whatever she might want to do. AA, however, believe that the basic income would be less “real freedom promoting” than stakeholder grants would be. This is because the basic income would not allow people to capitalize their monthly grant into a large sum, say $80,000, to use for investment purposes or some other endeavor. Stakeholder grants, by providing people with an $80,000 lump sum, would allow for such endeavors. However, and this is the key point, people would also be allowed to use their $80,000 to purchase a lifetime annuity of some monthly amount. In short, stakeholder grants are regarded as more real freedom promoting than basic income because although VP’s version of the basic income could not be converted into a stakeholder grant a stakeholder grant could be converted into a basic income.


AA realize that some will be unable to make prudent use of the economic freedom an $80,000 grant would provide and will make very bad decisions. They suggest that requiring stakeholders to obtain a high school degree and refrain from criminal activity would help sift out those likely to make such imprudent choices. But if such sifting devices don’t work, those who “blow” their grants should be held responsible for their decisions. If we chose not to adopt this course but to go with the basic income instead, we’d be holding those who’d make prudent choices “hostage” to the choices of the imprudent. That is, we’d be curtailing the freedom of most simply to prevent the bad decisions of a relative few.


From a liberal or, perhaps more appropriate, libertarian point of view, AA’s argument appears compelling. At first glance, it may seem that stakeholder grants would be much more real freedom promoting than a basic income. Upon closer examination, however, one sees that for certain patterns of decision-making and, perhaps, for those at certain developmental points in their lives, the basic income may be more real freedom promoting than stakeholder grants would be. AA do not adequately consider this and not doing so renders their argument for stakeholder grants more questionable than, at first glace, it appears.

As I read AA’s discussion, it appeared that the model of the actor they have in mind is the one that “populates” rational choice theory. This actor has a preference ordering and chooses the action he believes will result in his obtaining that which is ranked highest in this ordering, subject to any constraints he faces. Thus, to recast their points about freedom in slightly different terms, some recipients of a basic income might prefer receiving their money in a lump sum so they could invest it in some endeavor of interest. Some recipients of stakeholder grants might prefer their grants in monthly installments as opposed to a lump sum. The basic income is less real freedom promoting because it would not allow the first set of recipients to attain a more preferred outcome; that is, it would subject actors’ choices to more stringent constraint than do stakeholder grants.


I think recasting AA’s position this way allows one to more clearly see why it’s questionable. Let’s take an example they use in their paper. AA acknowledge that one way people may blow their stakeholder grants is by gambling it all away. Their position is that if someone does this, they should be held responsible for and, therefore, be required to live with the consequences of this choice. Apparently, as AA see it, such is the “price” of promoting real freedom. The problem with this position is that it may not be real freedom promoting, from the perspective of the gambler, to let her gamble away her entire grant.


A behavioral phenomenon frequently discussed in philosophy is “weakness of will.” If actor A can choose to do x or y
, believes it would be better for him (result in a more preferred outcome) if he chooses x, but ends up choosing y anyway, actor A has exhibited weakness of will (Elster, 1989). Let’s take x to be using one’s $80,000 grant to purchase a lifetime annuity that provides a monthly income and y to be gambling the $80,000 in a casino in Las Vegas. There are, no doubt, many who would exhibit weakness of will in this situation and, if they’re unlucky, lose the entire $80,000 at the blackjack table. In fact, a lot of these people enjoy the “privilege” of having received a DSM III
 diagnosis: pathological gambler.


We could, following AA, conclude that such unlucky gamblers ought to be held responsible for their decision to gamble; they’ve chosen to take their chances at the craps table and if this has led to bad consequences, such is life. But if those who made or would make this “choice” did or would do so out of weakness of will, would facilitating it through stakeholder grants really be real freedom promoting?


My points about weakness of will regarding gambling are applicable to other situations. A pathological condition discussed in the social work and psychiatric literature is bipolar affective disorder. Persons suffering from this disorder have been known to go on shopping binges where thousands of dollars are spent in very short periods. Even though the concept of weakness of will isn’t often found in discussions of bipolar affective disorder, I think it accurately captures some of the behavior of those afflicted with this condition. Juanita, while in a manic state, might think it would be better for her if she chooses to purchase an annuity with her stakeholder grant than if she uses it to buy that shiny new sports car, yet she might buy the sports car anyway. Is Juanita really enjoying real freedom through making this choice?

Alcoholics are also prone to weakness of will. John might think it would be better for him if he invested his stakeholder grant in some relatively low risk endeavor as opposed to blowing it all on parties and spirits, yet choose to spend his grant (over an extended period of time, given that it’s $80,000) on booze. If we accept AA’s position we have to accept that alcoholics in this situation are enjoying real freedom.

Now there is no reason to believe that suffering from a pathological condition is necessary for someone to exhibit weakness of will. Thus, non-alcoholics, non-pathological gamblers, and non-affective disordered persons may exhibit this decision-making pattern and may do so regarding decisions about how to allocate money.

 
A phenomenon related to weakness of will has to do with what are sometimes called higher order preferences or metapreferences (Goodin, 1995 and Elster, 1989). People not only have preference orderings but preferences (higher order preferences) about their preference orderings. A person may prefer the excitement expected to result from throwing loads of money on the black jack table but prefer not to prefer this excitement. One may prefer driving at “break neck” speed in the new sports car purchased with her stakeholder grant but prefer not to prefer doing so. If one were to blow her grant on these or other items in an effort to realize preferences she’d rather not have would this really amount to promotion of real freedom?


Another concern I have about AA’s position is that it fails to seriously consider what social workers and psychologists call developmental issues.
 Over the life-course, people typically become more prudent as they get older. 21 year-olds might decide to buy sports cars, hit casinos, or make other imprudent choices simply because they haven’t fully matured. After reaching maturity, they may deeply regret having made such decisions. Given this possibility, stakeholder grants may be less real freedom promoting than may first appear.

VP’s basic income proposal would, arguably, be a much better deal for those prone to make the kinds of imprudent decisions I have been discussing. If someone gambled away his weekly, monthly, yearly, or whenever basic income check, he’d receive another one the next period. Since it’s unlikely that the periodic basic income allotment would be big enough for someone to blow it all on a sports car or some other extravagant item, these types of bad decisions would be constrained. If people are inclined to choose to gamble but think it would be better for them if they chose to spend their money more wisely, prefer not to prefer extravagant items, etc., the constraint of a basic income is exactly what they may require for their real freedom to be promoted.

This is not because the basic income would automatically abolish weakness of will, metapreferences, or the imprudent decisions of the immature. It is because those inclined toward weakness of will or making imprudent decisions for any of the other reasons discussed in this chapter would be given second chances under the basic income they would not get under the stakeholder approach.

If weakness of will were the result of pathological gambling or some other psychological problem, individuals who could convince themselves to do so would be able to obtain treatment for their condition. Assume all those who receive treatment would be “cured” of their condition. Under the stakeholder plan, this cure may come too late, after one has blown his stake. Under the basic income, one might have blown his monthly grant but all wouldn’t be lost since he’d remain entitled to another one. My experiences as a social worker suggests that “cures” for conditions associated with weakness of will often do not come easily (a point I’ll return to later in the chapter). People frequently relapse several times before finally “beating” their condition, assuming they do finally beat it. During this process, basic income recipients would remain entitled to benefits. Stakeholders who’ve blown their stakes would not.

What I’ve said regarding those inclined toward weakness of will as a result of pathologies also applies to those inclined toward it for other reasons, as well as those inclined toward making bad decisions due to less preferred preferences winning out or to immaturity. The general point is that a basic income would give such people time to make the adjustments, with help from others if necessary, required for them to attain the capacity to act in accordance with their “true” preferences or the preferences of their mature selves. The stakeholder approach would not.

I stated earlier that AA realize that some will be unable to make prudent use of the economic freedom an $80,000 grant would provide and attempt to address this problem in their proposal by requiring that stakeholders graduate from high school and refrain from criminal activity. I think there is a very good chance that these requirements wouldn’t be stringent enough to disqualify those prone to the decision-making patterns discussed in this chapter. For example, I see no reason to believe that someone with a serious gambling problem couldn’t graduate from high school or refrain from criminal activity.

At this point I want to consider some possible responses AA could make to the points I’ve made. First, they might be open to the idea that 21 is too early for someone to be given an $80,000 stake and entertain the possibility of raising the age at which one receives their stake. Depending on what this age would be and human developmental patterns that none of us may understand very well, this would address the points I made about maturity. Let’s assume that AA and I can agree on the “right” age at which young adults should receive their stakes. This still would not address the other problems I raised.

Next, AA might agree that their proposal alone could run into trouble due to weakness of will and the other problems I discussed earlier. However, they could (and, no doubt, would) disagree that the proper response to this problem is to adopt basic income instead of stakes. They might argue that a better alternative would be to pair stakes with an approach that would enlist professionals, such as mental health workers and teachers, to help people deal with and/or overcome weakness of will, higher order preferences, etc. Mental health workers, in may cases, partnering with teachers could instruct people on psychological matters, such as weakness of will, metapreferences, etc., as well as strategies to combat the harmful effects of them. To the extent that these decision-making patterns were caused by pathologies, as a society we could construct a better system of getting professional help to those who need it. AA might argue that this approach would have the benefit of addressing the problems I raised earlier without curtailing freedom as a basic income would.

I think this alternative approach might go some way to addressing the problems I raised earlier but we should be careful not to be too optimistic here. The decision-making patterns I’ve spent most of my time discussing in this chapter are not well understood. We know people sometimes choose the course of action they themselves think will result in a worse outcome for them than some other available action and we know people prefer not to prefer certain things. But we don’t know much about what causes these phenomena or how to address them very well. This is why I made my earlier points about the relapses persons treated for weakness of will, etc. associated pathologies might experience before beating their condition. 

Another consideration is the opportunity cost of mental health workers and teachers’ time spent trying to keep people from making bad decisions regarding what to do with their stakes. Teachers’ time spent teaching “Johnny” about weakness of will can’t also be allocated to teaching Johnny how to read. Mental health workers’ time spent working with people to prevent bad decisions due to metapreferences is time that can’t be spent working with persons diagnosed with schizophrenia. Perhaps promoting real freedom is worth forgoing these other benefits. But if I’m right that we may not know enough to do a great deal to prevent bad decisions due to weakness of will, etc. through a mental health/teaching approach, we may end up forgoing these other benefits for not very much in return. Only a comparison of the social benefit of promoting real freedom versus the social benefit of these outcomes of mental health workers’/teachers’ professional efforts would allow us to determine this. However, it would, no doubt, be very difficult to obtain the data that would be required to make such an assessment.

Another response AA could make to my criticisms is that they are based on only one possible “reading” of their perspective. I said above that AA’s proposal appears to be grounded on rational choice assumptions. Another way to read their proposal is to see it, instead, as based on a model of the actor as a life planner. According to this model, actors are not preoccupied with choosing those actions they believe will result in their attaining what they most prefer but choosing how they will live their lives. In other words, actors are or, given certain circumstances, could become preoccupied with how they will spend the rest of their time in this world. This involves not a series of “one shot” choices of actions intended to attain what is most preferred (the perspective of the rational choice model) but a decision about what one wants to do with her life and the carrying out of a plan to realize this vision. AA could argue that stakes would facilitate life planning to a greater extent than a basic income would and, therefore, would promote real freedom to a greater extent. 

I’m skeptical about this. Life planners may be vulnerable to the same maladaptive decision making patterns as rational choosers. Imagine Enrico is a 19 year-old high school graduate. He anticipates receiving an $80,000 stake at age 21. Enrico decides that when he receives this grant he will use it to start a small business and begins the steps necessary to realize his vision (begins reading about business, interviewing businesspersons, etc.). Now imagine that it’s 2 years later and Enrico has just received his grant. At this point, though, Enrico also has his eye on a sleek $80,000 sports car. He believes that spending the $80,000 on capital for his business would result in his beginning to realize his life plan, while spending it on the sports car would allow him to experience the satisfaction of riding around in a cool car. He prefers beginning to realize his life plan to riding around in a cool car but decides to buy the car anyway. It isn’t clear to me how the life planning reading of AA’s proposal addresses this sort of problem.

A question that seems to be raised by AA’s proposal is can people have too much freedom? However, this may be the wrong question to ask or, at least, not the only right one. The other is can it be more freedom promoting to actually constrain people’s abilities to exercise certain choices and less freedom promoting to disallow such constraints. The phenomena discussed in this paper suggest an affirmative answer. If so, then the choice between the basic income and stakeholder grants is not simply one between a less freedom promoting plan versus a more freedom promoting one. The extent to which one would promote or constrain freedom would depend on how people actually make decisions about how to allocate sums of money. Now this is an empirical question on which we don’t have much data. No doubt part of the reason we don’t have much data on it is that it would be difficult to obtain such data because we’d have to gain access to what’s going on inside people’s heads. That is, we’d somehow have to be able to determine, for example, that an actor chose action x when he could have chosen action y, even though he believed that y would have resulted in an outcome preferred to the one he believed would have resulted from x. As a sociologist familiar with social scientists’ attempts to study beliefs I’m well aware of the problems encountered when trying to obtain data of this kind.

Given the lack of data on the extent to which people make decisions in the ways discussed this far, in our choice as to whether we should adopt a basic income or a stakeholder plan, we face a policy decision in a situation of uncertainty. Thus, I think it might be instructive to model this decision using the tools of decision theory. Before doing so let me stipulate that the weakness of will and metapreference based decision-making patterns discussed in this chapter will be called non-rational decisions.

Decision theorists typically model decisions under uncertainty by stipulating sets of acts, actions, and states of the world (states). This is often done using simple matrices similar to Table 1.

TABLE 1 Payoff Table

	
	State 1
	State 2

	Acts
	Pervasive Non-Rational Decision-Making 
	Non-Pervasive Non-Rational Decision-Making

	Enact BI
	4
	3

	Enact Stakes
	1
	5


Table 1 contains two acts and two states. Neglecting hybrid versions of basic income and stakes, we can either choose to enact basic income or stakes. The possible states of the world are one where the non-rational decision-making patterns discussed in this chapter are pervasive (state 1) and one where this is not the case (state 2). I need to say a little about what I mean by “pervasive non-rational decision-making.”

For illustrative purposes, let “non-rational decision-maker” refer to an individual 50% of whose decisions results from weakness of will or metapreferences. Then let the state of pervasive non-rational decision-making obtain if at least 50% of 21 year-olds are non-rational decision-makers. Thus, this state would not obtain if less than 50% of 21 year-olds are non-rational decision-makers. Assuming that the probability of a 21 year-old being a non-rational decision-maker is 50%, that being a non-rational decision-maker and making a non rational decision are independent events, and that blowing one’s stake due to weakness of will or metapreferences is a non-rational decision, then the probability that a 21 year-old will blow his stake, given that he is a non-rational decision-maker is 50%.
 Thus, if state 1 obtains, then at least half of 21 year-olds would have a 50% chance of making a non-rational decision. But if we’ve enacted a basic income instead of stakes, it would be impossible for one of these decisions to be blowing their stakes. Let’s give this outcome a payoff of 4
 (see Table 1). If on the other hand, we’ve enacted a stakeholder plan, then at least half of 21 year-olds would have a 50% chance of blowing their stakes. Let’s give this a payoff of 1 (Table1). Table 1 also shows that if non-rational decision-making isn’t pervasive and we’ve enacted a basic income, there’d be a payoff of 3 and if this state obtains and we’ve enacted stakes, a payoff of 5.

Given how I’ve defined pervasive non-rational decision-making, the rankings in Table 1, and the fact that we have no information on which state is most likely to obtain, the question arises which of the two policies would it be optimal to enact? Decision theorists haven’t reached agreement on what the “right” criterion to use for decisions made under uncertainty is but one contender they regard as having intuitive appeal is the minimax risk criterion.
 If we adopt this criterion in the face of the decision represented in Table 1, as I think we should, then the basic income would be the optimal policy. A matrix called the Risk Payoffs Matrix can be used to demonstrate this.

TABLE 2 Risk Payoff Table

	
	State 1
	State 2

	Actions
	Pervasive Non-Rational Decision-Making
	Non-Pervasive Non-Rational Decision-Making

	Enact BI
	0
	2

	Enact Stakes
	3
	0


The 0 entry in the 1 x 1 cell of the matrix is obtained in the following way. If state 1 turns out to be the true state and we’ve enacted a basic income, we wouldn’t have forgone any gain by this choice because it would result in our gaining 4 utils (see Table 1), while if we’d chosen stakes we’d have gained only 1 util. I represent no forgone gain by “0.” On the other hand, if state 1 turns out to be the true state and we’ve enacted stakes, then we’d gain 3 utils less than what we would have gained if we had gone with the basic income approach. This is why there is a 3 in the 2 x 1 cell of the matrix. The other entries in the matrix were obtained similarly. In decision theory, these entries are considered measures of the risk or regret of making the “wrong” decision. The minimax risk criterion stipulates that the action with the lowest maximum risk is the optimal one. The maximum risk of the basic income choice is 2, while that of stakes is 3. Thus, enacting basic income is the optimal choice.

Now I realize that AA, and others, might not agree with my choice of payoffs for the outcomes in Table 1 but this isn’t that important. Using the same decision criterion, a sensitivity analysis can always be conducted using other payoffs. Depending on the payoffs assigned to the outcomes in Table 1, the risk payoffs might turn out to be such that the optimal policy choice would be stakes. I suspect that the major point of disagreement between those inclined toward stakes and those inclined toward a basic income would be around what payoffs to assign to the 2 x 1 and 1 x 2 cells of Table 1. That is, there’d be disagreement regarding which of the following two outcomes is worse: stakes in the presence of pervasive non-rational decision-making or a basic income when non-rational decision-making isn’t pervasive. The usefulness of the decision theoretic presentation of the stakes versus basic income choice is that, given the uncertainty we face, it precisely represents the policy implications of this key point of disagreement.

At one point in their work, AA state that although they think people should be held responsible for how they choose to use their stakes a decent society should not allow those who’ve blown their stakes to starve. I’m sure AA are aware that the United States is arguably not a decent one because many able-bodied indigent persons are not entitled to assistance and may very well starve. Given this context, I think stakes in the presence of pervasive non-rational decision-making would be worse than basic income when non-rational decision-making isn’t pervasive and this is why the payoffs in cells 2 x1 and 1x 2 of Table 1 are as they are. This might be an overly pessimistic point of view but, pardon the play on words, given what’s currently at stake, I think it’s the right one.
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� 	“Or” is being used in its exclusive sense. For the distinction between the “exclusive or” and “inclusive or” see Velleman, Daniel, How to Prove It, New York: Cambridge University Press, 1994. 


� 	“DSM II” stands for the Diagnostic and Statistical Manual of Mental Disorders (Third Edition). It’s essentially the “bible” of psychopathology.


� 	I’d like to acknowledge Eri Noguchi for her input on this section.


� 	This is a conditional probability. The formula for the probability of A, given that B has occurred is: P(A/B) = P(A(B)/P(B). If two events A and B are independent, then P(A(B) = P(A)(P(B). Here A=the event that one blows his stake and B =the event that one is a non-rational decision-maker. Thus P(A(B) = .5(.5 = .25. Thus, P(A/B) = .25/.5 = .5. For a discussion of probability theory, see Goldberg, Samuel. Probability: An Introduction. New York: Dover Publications, Inc., 1960.


� 	Think of these numbers as interval utility levels.


� 	For a discussion of this criterion, see Luce, R. Duncan and Raiffa, Howard. Games and Decisions: Introduction and Critical Survey. New York: Dover Publications, Inc., 1957.





PAGE  
1

