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The primary policy for reducing or eliminating poverty in America has been to promote economic growth.
  The basic idea is to make the economic pie larger so that all can have more, rather than to slice the current pie up more equally.  The political benefits of this policy are twofold: 1) it avoids the conflicts over shares and thus avoids the specter of “class warfare” and 2) the promoting of economic growth benefits the affluent and business, the two groups with the most political power. The economic rationale behind this policy is the long held belief that poverty is caused by scarcity (not enough to go around); that redistribution will cause inefficiencies (the equity/efficiency trade-off) leaving less for all; and that the market eventually lifts all boats (the trickle down effect).  While the political reasons for promoting economic growth the fight poverty still exist, the economic rationale has increasingly come under suspicion.  The past thirty years of economic growth in the United States has not had much success in reducing poverty.  If insanity is doing the same thing and expecting different outcomes, it might be insane to continue to look to economic growth as our primary poverty reducing policy.

Among the reasons often given for advocating a guaranteed basic income is that it would reduce or possibly eliminate the persistent poverty that exists in advanced capitalist economies based on given resources (that is, it would not require economic growth, although one can argue that economic growth could be a side effect of such a policy).  The purpose of this paper is to look at a basic income system as a means to eliminate poverty as it exists in the United States at the beginning of the 21st Century.  The paper starts of with a short review of the persistence of poverty in America, with special emphasis on poverty and economic growth, followed by an overview of poverty’s causes.  In the third section the paper lays out a simple BI system that would eliminate poverty in America as it is defined by the Federal Government.  In the conclusion we will argue that a basic income system isn’t the magic bullet for solving every problem related to poverty in America, but that it would be an important first step.

Persistence of Poverty in America

One of the most consistent aspects of our dynamic and constantly changing economy and society over the past three decades as been the persistence of high poverty rates.  From 1973 to 2001 real GDP grew by 149% and real per capita GDP grew by 82%, while the official poverty rate experienced o real improvement, going from its all time low of 11.1% in 1973 to 11.7% in 2001 (with 2000’s 11.3% being the lowest level since 1973).  For most of this time, as we see in Graph 2, the poverty rate fluctuated between 12% and 15%, showing no long run trend downward (while there is a clear trend upward in GDP).  This is a stark contrast to the period of 1959 to 1973 when Real GDP grew by 78% and per capita GDP grew by 49% and the official poverty rate declined in a steady fashion (with some expected increases due to recession) from 22% to 11.1%.
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The effect of economic growth on poverty rates can be seen in Table 1, which looks at the relationship between changes in GDP and poverty rates over the business cycle since 1960.

Table 1

Effect of Economic Growth on Poverty Rates, 1960-2001

	Business Cycles
	1960-69
	1969-73
	1973-80
	1981-1991
	1991-2001

	Constant
	18.337
	12.816
	12.100
	14.092
	13.591

	
	(5.083)
	(35.724)
	(40.420)
	(30.466)
	(17.078)

	GDP Growth
	-0.1985
	-0.2191
	-0.1151
	-0.0627
	-0.0759

	
	(-0.2595)
	(-2.4845)
	(-1.5337)
	(-0.5303)
	(-0.3079)

	R squared
	.0084
	.6729
	.2816
	.0340
	.0093

	Average Poverty Rate
	17.46%
	12.04%
	11.76%
	13.92%
	13.36%


Parentheses indicate t-statistic.

The coefficient for GDP growth indicates the impact of economic growth on the poverty rate.  We can see coefficient for GDP growth has fallen significantly in the 1973 business cycle and fallen some more in the 1981-1991 business cycle.  The slight increase in the 1991-2001 business cycle is still one third of the 1969-1973 level.


In Graph 3 we see the trends in poverty rates for different age groups. Here we see that the trend for the Elderly has been generally, while the poverty rate for adults has fluctuated around 10% (plus or minus 2 points) since the 1960s (though we should note that it was generally below 10% for most of the 60's and 70's and above it for the 80's and 90's).  The poverty rate for Children since 1974 has remained above 15%.
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Looking at poverty rates by race we see a similar story, with the notable exception of the poverty rate for Blacks falling to below the early 1970s pervious low.  As we see in Graph 4, Whites and Hispanic poverty rates have not been able to brake the floor set in the 1970s.  When we divide the poor by race and age, again we find few examples of the economic prosperity of the post 1973 period having a substantial impact on poverty.  So far it seems as if only Blacks (Children, Elderly and Adults) and White Elderly have been able to reach poverty levels below their previous lows in the early 1970s, with White Children falling just below its 1974 low in 2000.
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Child Poverty by Race, 1974-2002
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The experience of the Adult populations is most instructive of the market’s ability to reduce poverty, for this is the cohort that would be most successful in the marketplace, working age adults.  The clear floor above 5% for White adults seems to show that even when there are no discriminatory factors, or other racial factors. Economic growth does not trickle all the way down.

The evidence, and a growing number of studies (see Haveman and Schwabish 1999 for a review of this literature) suggests that W. H. Locke Anderson was corrected when he predicted in 1964 that “the elimination of poverty through ‘trickle down’ is likely to be slower and more uncertain in the future than in the past.”  Coupled with the growing and persistent trend in income inequality and the sluggishness of real wages to keep pace with productivity gains, it seems as if the “new economy” is squeezing the middle class while it is at the same time perpetuating poverty.  Graph 8 shows that while productivity has increased in a consistent manner, real wages have remained below their 1973/74 peak, as have poverty rate outcomes.  Thus one could understand William Darity Jr’s recent call, after reviewing the history of the lack of effectiveness of anti-poverty programs, for a universal minimum income for all (Darity, 2003, p. 476-77).
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The Economics of Poverty Creation

There are five basic causes
 of poverty: market failure; structures; bad decisions; personal catasrophies and disabilities. All, we will see, are variations on how individuals or groups are excluded.  We shall look at each one separately, and then return to the problem of exclusion.

Failing or Missing Markets

Economists look at poverty as an economic problem, (having insufficient income) and thus they look to markets to solve this problem.  Generally, poverty is seen as either insufficient markets to efficiently direct individual actions towards economic efficiient results (which would produce economic growth) or some non-market institution that is preventing markets from being efficient.  If markets were allowed to do their magic, thus generate economic growth, poverty would be substaintially eliminated.  The faith in markets solving the problem of poverty is why economists and politicians frequently look towards economic growth as the solution to poverty.  In his classic The Affluent Society (1959) John Kenneth Galbraith notes many of the deep seated reasons why economists emphasize economic growth as the solution to poverty (and most other  problems).  Part of the pro-growth biasis stems from the nature of the “conventional wisdom” and their “scarcity” view of the world.  Yet we should also note the vested interest of those who benefit most from economic growth.
  However, I think one of the reasons so much faith is placed in economic growth solving the problem of persistent poverty is that it allows economists and policy makers to ignore the other potential causes of poverty and to avoid the politics of redistribution (which in America often becomes the politics of race). There is certainly a close relationship between a countries income and its ability to lift all its people above a minimum income level and provide them with a decent standard of living.  Yet, our overview of the persistence of poverty at the beginning of this paper suggests that this is no longer the case in United States.  Once economic growth isn’t reducing poverty it is time to take a look at the other causes.

Structural Poverty

The second cause of poverty relates to the structure of the economy and society.  Structural theories of poverty suggest that the “rules of the game” of the economy and society are so established that certain types of individuals are destined to be losers in the economic game, and that the overall economy is designed to produce poverty.  Thus either the economy produces a level of poverty and the rules determine who will be the losers, or the rules determine winners and losers and the level of poverty is merely the aggregate number of losers (wth no predetermined level of losers).  Examples of structural poverty are sometinmes easier to see by looking at the past or by looking at other societies.  Slavery certainly created structural poverty in the United States in the 19th century (and in everyother slave economy) and its impact lasted long after the Civil War ended and the slaves were freed.  The caste system in India is another example that is fairly obvious.  Karl Mark suggested that the institution of provate property in the form of the means of production created structural poverty.

Two current examples of the structural causes of poverty  in the United States can be seen in our health care and educational systems.  By giving inadequate medical care to a population you will ensure that large numbers of them will end up in poverty.  They will be too sick or weak to successfully compete in any job market.  Furthermore, an inadequate education is as certain a road to poverty as there exists.  The inequality in health care and in education is the last aspect of state sponsored segregation and discrimination and until this is addressed, the differences between white and black and Hispanic poverty rates will not be substantially lessened.  


As noted above, most economic analysis of poverty start with markets, either the lack of developed markets (main reason given for third world poverty) or the lack of success the poor have in labor markets.  Yet, labor markets are far from the perfect competition ideal.  Those who do well in labor markets do so partly because of their market power, that is their abilities to set up barriers that eliminate competition from those on the other side of the barrier and which reduce and regulate competition between those who are on the inside.  While some of the reasons for inclusion or exclusion may make sense (need for minimum education or skills levels) the persistence of the conditions that keep the poor excluded (including the factors of health and education mention above) is a primary reason that the poor continue to have low incomes from their labor market participation.  Furthermore, the increase in the power of capital vis-a-vis labor in the global marketplace has reduced the overall share going to workers, causing workers to have to fight over a declining share (and thus erecting higher barriers).  One example of this is the fact that most jobs that require a college degree do not necessarily need a college degree.  This form of credentialing is a way to erect barriers that exclude the poor.  Since parents income is one of the key factors to getting a college degree, this helps to protect the protected class from competition from the poor.  The ability of labor markets to offer a way out of poverty by themselves is, as we argued above, increasingly coming under question.

Choosing Poverty

The third cause of poverty is misguided personal choices.  If one looks at poverty from the perspective of individualistic theories of poverty, one will certainly find amble evidence to make their explanations plausible.  Many people are in poverty because of bad choices.  Taking illegal drugs, becoming an alcoholic, and having children out of wedlock (or even worse as a teenager) are not the types of choices that will give one success in the economy.  While these poster children for the individualistic theories of poverty certainly exist, the social scientist in search of a complete or adequate explanation will have to go further.  Just as we cannot stop our analysis of structures at an examination of the current existing structures and then ignore how these structures came about (especially the behaviors that create and perpetuate these structures), we cannot settling for an inventory of individual choices, and not seek an understanding of why such choices were made.  Furthermore, many rich and middle class individuals also make bad choices, yet they have the means and support networks to recover better from having made bad choices (including substantially lower incarceration rates).  Yet this would be a small part of the problem of poverty.  Thus, even if we agreed with Thomas Robert Malthus that the poor need the spur of poverty to teach them what they should and should not do, the majority of those who are poor are poor because of no explicit action on their own (unless we can blame people for choosing the wrong parents, race or neighborhoods to be born into).  Thus while some people who are poor are so because of their bad choices, most of these have made bad choices partly because they are poor.  Better choices will certainly help many avoid the trap of poverty, yet better choices will not make real wages to grow, or imporve the labor share in total income, or improve the distribution of wealth and income (nor eliminate racism and discrimination).  

Bad Luck

A fourth cause of poverty is sudden catastrophes, such as an illness or injury, the loss of a job or other disaster which deprives someone from their previous claim to an adequate share of the social product (such claims usually come from market participation).  As private insurance markets never provide adequate security for these events, some sort of social protection is needed.  We should remember that most American families are one serious illness away from poverty and that this is a significant contributor of families enter poverty or not exiting from poverty.

The fifth cause of poverty is personal disabilities  Here we have individuals who given the “rules of the game” for market participation cannot successful compete in the marketplace for jobs and other income earning activities.  The Americans with disabilities act has shown that many of the individuals that fall into this group can be successfully integrated into the economy to a certain extent.  However, the goal is to increase their participation, with no illusions that these people will be fully independent (as no one ever reaches such a state).

Poverty as Exclusion
.

Like every other outcome in the economy, poverty is a process and not an equilibrium state.  As a process, poverty is the result of social, political and economic institutions and individual actions.  The two basic approaches to explaining poverty: poverty is the result of structures and poverty is the result of individual actions, both have essential truths to the poverty story.  Yet exclusively following one approach, while ignoring the other, leads to poor theory and even worse policy.  The biggest trap poverty theorists can fall into when they attempt an exclusively “structuralist” or “individualist” explanation is that they fail to see the process of poverty.  Structuralists, if they remain excessively loyal to their methodological holism, will fail to see the importance of individual actions and choices in the determination of individual poverty outcomes and how these individual outcomes can lead to changes in group outcomes.  Individualist explanations of poverty are big on responsibility for individual actions, but they fail to see that these actions (choices) are not made in a vacuum and the individual actions of the poor are as much influenced by their social and historical context as are the actions of the rich and powerful.  Furthermore, they often fail to take into consideration the limited range of choices open to the poor.  Their choice selection set is quite different from the middle class and the affluent.  Like all other social phenomena, the explanation of poverty must start with a view of society as a process, thus it must concentrate on the process by which individuals with free will interact with social institutions, by which the individual is socialized, and through their choices and actions, help to shape and transform these social institutions.  In the end it is the process that should interest the social scientist, and not hypothetical end states (Clark 1992, Stark 1963).

 
Like its opposite wealth, poverty is a result of exclusion.
  And like wealth, poverty is a cause of exclusion (Clark forthcoming).  The complications of poverty as a cause and effect is what allows for advocates of a singular approach to poverty to have such confidence in their explanations.  Exclusion can be seen as an individual phenomena: what are the characteristics or choices of an individual that excluded them from the processes that generate economic well-being.  Yet one can also take the view that the structures of the economy and society are central to the exclusion of the poor.  The social scientist who takes this position is certainly correct in looking at structures, however, social, economic and political structures do not exist in nature (nor do markets) and the structures of exclusion are created and recreated by individual actions.  Almost by definition people are poor because they are excluded from a share in the social product which would lift them out of poverty.  The key question is how are the poor excluded.  The mechanisms by which one can be excluded are many, for they are an essential part of the “rules of the game” by which the economy and society are organized.  


All economic outcomes are the result of a mixture of tradition, command and market solutions to the central economic problem of how societies provide for their material reproduction.  Too often we look at our economy as a pure market.  If that were true than the cause of poverty would be fairly easy to explain:  the poor are those who cannot effectively compete in the market, thus generating incomes (prices for the services they sell in the market) that are insufficient.  The purely market adjustment to the signal to their low price would be a reduction in their supply, that is the population feedback mechanism in Ricardo’s economics.  According to Ricardo and Malthus, poverty is caused by an imbalance in the market for workers and like any other market, supply should be allow to adjust to demand (although Malthus did allow for some demand management policies, such as encouraging the rich to increase their conspicuous consumption and hire more servants, a Mandevillian solution of turning the vice of decadent living into a public virtue of employment for the poor
).  Leaving aside the ethics of Ricardo’s dismal science, the real question for the economist should be is this a valid explanation of poverty.  The fact of the matter is that very few prices in our economy are determined solely in competitive prices, and that nowhere do markets operate without the influence and strong presence of tradition and command.  Thus, if we want to understand poverty, we need to look at all three aspects to solving the economic problem.


People are poor because they do not have a right to a share of social output that is sufficient to lift them out of poverty.  It is not that they do not create sufficient output or do not contribute sufficiently to the economy or society, both of which may be true in some cases.  Contribution to social output is not a necessary condition for having a sufficient share in social output.  Many individuals (such as those involved in home care of children or sick and elderly) contribute greatly to the economy and society but they are granted no rights to social output for these necessary contributions.  Furthermore, it is important to remember that the output of an economy is not the mere addition of all the individual outputs, for as individuals we produce very little (if anything).  All production is social production, it is carried out by people working together, with each other in their existing communities, and working with those who have gone before us and have passed on the knowledge, technology, culture and social institutions that make production possible and greatly determine our level of output.  Thus the old adage is more true now than at any time in human history: as individuals we are poor, as a society we are rich.  However, who is rich in our particular society is determined by individual claims to a share in social output.  It is these claims that we want to look at.


Children and the elderly, on average (and with growing numbers of exceptions) do not actively contribute to the market economy.  They are too young or they are too old.  Yet the reason the elderly as a group have a much lower poverty rate is because of their rights to a share in social output, most importantly social security.  If we removed social security, elderly poverty rates would have been 47% in 1997, according to a Center for Budget and Policy Priorities report (Porter, Larin and Primus, 1999).  In fact, child poverty rates were consistently lower than elderly rates until 1974.  The poverty rates of these two groups is not determined by success in the marketplace.  Children are poor based on the economic status of their parents, much like the elderly poverty was mostly determined by the economic status of the children of the elderly, that is their social safety net before the Welfare State.  Social Security as a means to provide for the elderly was a response to a market failure, that is the normal market mechanisms did not provide adequately for the material well being for the elderly and the traditional method, which worked well in an agricultural society, no longer worked sufficiently well enough in an industrial society with a great deal of labor mobility.  Thus a command solution had to be instituted.  


For adults of working age, the determination of their incomes (or market rewards) is not solely or largely the result of market forces.  Neoclassical economic theory explains income distribution with the marginal productivity theory of distribution, which argues that incomes are some how linked to productivity, or as John Bates Clark, the originator of the theory argued, “the distribution of income of society is controlled by a natural law, and that this law, if it worked without friction, would give every agent of production the amount of wealth which that agent creates” (Clark 1965, p. v).  One of the key phrases in this sentence is “worked without friction” which means, worked without the influence of tradition and command.  Yet one could not find an example of a labor market (where wages are supposed to be determined) which is not fully embedded in tradition and command, and which could not function without being so embedded.  The only ones who seriously argue that wage rates are determined in competitive markets are tenured economics professors, whose own wage rate determination has very little market presence.  Yet, labor markets are not the only factor markets that are far from “working without friction.”  The role of economic power and government regulation (command) and habits and values (tradition) are to be found everywhere in the determination of incomes.  The marginal productivity theory of income distribution has always only been an ethical argument for the validity of market outcomes and at the same time a clever way to ignore the fact that no markets work without friction.  


An international comparison of income distribution and poverty rates of advanced capitalist countries would clearly show that both income inequality and poverty rates are determined by a mixture of command, tradition and market, with those countries with the lowest levels of inequality and poverty being the ones that give the widest array of their citizens rights to a adequate share of the social product (using tradition, command and market mechanisms to achieve these outcomes) while the countries with the highest levels of inequality and poverty would show that tradition, command and markets are used for the benefit of the affluent and at the exclusion of the poor.  Or as John Stuart Mill stated:

 SEQ CHAPTER \h \r 1[T]he Distribution of wealth ... is a matter of human institutions solely. ... [I]n the social state, in every state except total solitude, any [distribution]... can only take place by the consent of society, or rather of those who dispose of its active forces.  ... The distribution of wealth, therefore, depends on the laws and customs of society.  The rules by which it is determined are what the opinions and feelings of the ruling portion of the community make them, and are very different in different ages and countries; and might be still more different, if mankind so chooses (Mill, 1987, p. 209). 

As stated above, both wealth and poverty are often caused by exclusion.  Wealth can be created by limiting access to society’s productive assets and giving title to it to an individual or company who can then use this property right to exclude others from using it and thus force them to pay for the right to use it.  This is how much of Europe’s wealth was created at the decline of the feudal order when the lands that were used for the common good (the commons and the Church’s lands) were taken by the rich to be used for their own benefit.  Thus the enclosures and the Reformation led to a large increase in inequality and poverty as well as a large increase in private wealth.  This type of wealth creation is merely a redistribution of wealth, from the many and to the few.  Bill Gates wealth is also similarly the result of a monopolization of some of society’s productive assets (in this case knowledge) and forcing everyone to pay Microsoft if they want to use this asset.  While one could argue that Microsoft did add some value to the assets, it would be hard to argue with a straight face that their contributions are in any way proportional to their wealth (especially since  the courts have determined that part of their success stems from illegal practices).  The poor are on the other side of these exclusionary barriers that those with market and political power erect in order to grab a larger share of the social product.

A Basic Income for America

We have argued that poverty is cause by the exclusion of some to a right to claim an adequate share of the social product, that is based on how the rules of economic participation have been structured, some cannot successfully get sufficient income to met a decent standard of living.  One way to address this inadequate income is to change the rules slightly to provide for a decent minimum income for all.  I say slightly, for it is a much smaller change than what would be needed to make the necessary structural changes that would be required to create a market system that generated a zero poverty outcome.  This would entail a dramatic change in property relations, causing all sorts of unanticipated shocks and adjustments.  Furthermore, the rich have effective veto power over any such change.


The following is a Basic Income proposal is based for the United States based on the year 2002 (that is with the economy and society the USA had in that year).  The proposed Basic Income system is a full Basic Income system for children and adults, with a system of top-up payments for the elderly to bring all elderly above the poverty line.  The Basic Income payments have been set at the official poverty threshold for an individual (and an estimate for a child) for the year 2002.  The system of top-up payments for poor elderly is designed to get them above the poverty threshold for the Elderly.
  Thus, if enacted, the official poverty rate in the United States would be zero for all population groups.  The Basic Income system would have payment levels at:

Table 2

Basic Income Payments, 2002
	Age
	Payment

	Under 18
	$3,500

	Adult
	$9359


This will have the following costs:

Table 3

Costs of Basic Income System, 2002
	Age
	Payment
	Population

(millions)
	Costs 

($ millions)

	Under 18
	$3,500
	72.89
	255,129

	Adult
	$9,359
	179.87
	1,683,422

	Over 65
	
	
	34,184

	Total
	
	
	1,972,735


The total costs of our Basic Income proposal would be just under 2 trillion dollars.  Add to this the cost of the other functions of the Federal Government, which in 2002 totaled $1,743 Billion ($2,010, 975 million minus the $267,322 million  income security funds to be cut under a basic income proposal)
.  Thus the total costs of the Federal Government would be $3,716.39 million.


Funding for the Basic Income system, as well as for the Federal Government in general, would be through a flat tax on all incomes, to replace the Federal Income tax, as well as the other remaining sources of Federal Government Funding.  However, this proposal produces a balance budget.  The necessary flat tax to fund the Basic Income system and the rest of the federal government would be 35.2% (32.2% if we had allowed for the deficit that actually existed in 2002).   There would be no income tax deductions.  State and local tax and benefits systems in our example are left untouched, although obviously they would change dramatically (i.e., be reduced or eliminated, leading to reductions in local and state taxes).  
Table 4

Federal Government Revenues
(Millions)

	Flat Tax
	2,722,000

	Corporate Taxes
	148,044

	Social Insurance
	700,760

	Excise Taxes
	66,989

	Other
	79,035

	Total
	3,716,828


Thus, under this proposal the total expenditures of the Federal Government would be $3,716.4 billion, while the total revenue would be $3,716.8 billion, leaving a small surplus of $400 million.

Distributional Impact
Using the 2002 consumer expenditure survey data, I have simulated how such a policy would effect the distribution of income in the United States.  Table 5 presents the results of this simulation.

Table 5

Income Distribution Effects of Basic Income System
	Income Quintile
	Without BI (2002)
	With Basic Income  (2002)

	Bottom
	3.55
	6.01

	2nd
	8.89
	10.73

	3rd
	15.27
	16.60

	4th
	24.09
	25.75

	Top
	48.20
	40.91




Source: Author’s calculations.  Totals may not equal 100% due to rounding.

In Table 6 we see the average household income for each household quintile, and their gain or loss due to the Basic Income system.

Table 6

Average Household Income by Quintile, 1999 

Without and With BI
	Income Quintile
	Without BI
	With BI
	Difference

	Bottom
	8,323
	14,109
	5,786

	2nd
	20,859
	25,189
	4,330

	3rd
	35,817
	38,946
	3,129

	4th
	56,497
	60,422
	3,925

	Top
	113,044
	96,005
	-17,039


Introducing a Basic Income system in the United States like the one proposed would have the dual effect of lifting everyone above the “official” poverty level, and it more than eliminates the rise in income inequality of the past three decades.  

Conclusion: Taking the First Step 
The Basic Income system that we have developed here shows that official poverty can be eliminated, that it would not require a dramatic change in the structure of the economy, nor marginal tax rates that are unprecedented in recent US history.  As economic growth does not seem to be up to the job, real redistribution should be given a chance, that is a redistribution of economic rights.  Will our proposed Basic Income system eliminate all poverty?  This is too much to hope for.  We have set ourselves a much easier task of eliminating official poverty, which all research shows is too low a threshold.  Poverty is not merely an economic phenomena, the result of insufficient income.  As we have argued, poverty is caused by exclusion, and it is a cause of exclusion.  The real problem for the poor, as for everyone else, is participation.  Participation in the economy, society, politics, culture and every other aspect of life in community with others, is a natural right because it flows directly from the nature of the human person.  Humans become fully human, that is become their authentic self’s and achieve authentic happiness, through participation with others and by giving oneself in genuine love to others.  Material poverty presents many barriers to this participation and is thus is harmful to human development.  Interestingly, excessive wealth also presents barriers to this necessary aspect of human development, so our redistribution policy helps the rich as well as the poor (though the really rich would require a great deal of redistribution to achieve authentic happiness, which is beyond the scope of this paper.  

However, by providing a minimum floor for all, we can expect other changes that will help address the problem of poverty.  A Basic Income will provide the economic security for the poor to seek further education (and to concentrate on education without oppressive work requirements) and training to try different market strategies.  It also eliminates any disincentives in the welfare system to seeking further employment.  However, it also provides a great deal of assistance to those who would prefer to spend more time in home care activities, strengthening families.   By providing a minimum income floor, it should strengthen the bargaining power of low wage workers, though I expect it would take more to redress the balance of power between capital and labor.  However, the poor cannot wait for the full employment high wage dream of the labor movement, as full employment at high wages continually runs into the problem of technological unemployment.  For those with sudden catastrophes and disabilities a basic income insures that all are provide with income support, and not leave it up to chance whether one falls through the holes in the safety net or not.

Whether a society is just or not can be seen in how it treats its lowest members.  The unwillingness of rich countries to eliminate material poverty is a crime against humanity, especially since the means to do so have been available for a long time.  A  Basic Income system will take care of the easy problem of material poverty, allow us to then turn our attention to the more difficult problems that spring from poverty and that prevent individual and groups from full participating in our society, problems like racism, drugs, crime etc, which cannot be so easily fixed by simple economic changes, but which become more manageable once we do end material poverty.

Endnotes




























� We are being more than a little generous in suggesting that there has been any policy in the past two decades that was geared towards reducing poverty.


� While Adam Smith wrote about the “nature and causes of the Wealth of Nations” today we talk about wealth creation.  As poverty is the negation of wealth, maybe we should talk about poverty creation.  


� In the Third World the lack of economic growth has become the standard excuse for not solving social, political and health problems, ignoring the fact that many of these problems are a main barrier to economic growth.


�  This paper has benefited greatly from Bill Jordan’s A Theory of Poverty and Social Exclusion (Cambridge: Polity Press, 1996).


�  A modern version of this is having the poor in the third world work endless hours making disposable toys of happy meals and other trivialities, and argue that it is benefiting the third world poor (many of whom are children themselves).  The obvious point that they would be better off producing goods and services that serve their needs seems to be missed by all.  Countering that no one would pay for that shows the irrationality of a system of production where the frills of the rich are more important than the needs of the poor.


� Top-up payments are used for the elderly for two reasons.  A full basic income for the elderly would entail an elimination of social security, and payment levels that would reduce the income of some individuals currently receiving social security payments.  Not wanting to make any elderly near poor worse off, we will no eliminate the current system, instead merely adding a get-the-elderly-out-of-poverty bonus.  The second reason is that one of the advantageous of a basic income system, as apposed to a negative income tax, is that it does not have any of the poverty or income traps, that is disincentives to increasing ones “earned” income.  However, as most of the elderly are not in the labor force (and those who are in the labor force are there for economic reasons and would like to leave, or are there because they enjoy what they are doing) and thus we do not need to worry about such disincentives.


�  Programs cut are Farm income stabilization ($18.3B), Unemployment compensation ($53.3B), Housing Assistance ($33.1B), Food and Nutrition Assistance ($38.2B), Other Income Security ($98.9B) and Income Security for Veterans ($27.4B).
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