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Abstract

Tying Basic Income (BI) to poverty is counterproductive while tying it to leisure is constructive.

“Where does the money for a Basic Income come from?” people wonder. The rational answer is society’s surplus (“rents” in economese), but no matter what answer we give, we make it less credible when we present BI as an antidote to poverty. Why? Because when people are poor, there is no surplus, there is not enough money to fund a BI.

If BI is not proposed to address poverty, then what other issue should we proponents tie it to? One candidate issue is the disappearance of work. Not only is it hard for many to find a good-paying job but also many jobs are of little socially-redeeming value.

New activities and movements and surveys suggest that many people question the virtues of mindless employment and the Protestant Work Ethic – those people are our audience.

People concerned about the status of work also vote, get motivated by income inequality, and are open-minded enough to consider a deeper analysis and a more radical solution. They are the ones to target. Then, having won over a critical mass, repackage the proposal for every other demographic, from poor to rich.

Introduction

Hello, and thanks for having me. While not Canadian, I do live only 300 miles from the border, in a state much like Canada, in that Oregon does offer medical insurance to residents – as long as first they win the lottery.

Besides being author of a frequently cited paper on funding mass transit from the value of land near transit stops and being recruited to edit a college textbook on “geonomics” (Earth-focused economics), I also lived on America’s oldest, continuous land trust / organic farm / intentional community, the School of Living, founded by Ralph Borsodi, a disciple of 19th century reformer Henry George, in my role as the black sheep of the family.

My father owned an advertising agency for which I occasionally worked. That experience reinforced my confidence in a truism in marketing: for new ideas to spread they must be couched in terms and stories that resonate first with a critical mass. So, how could advocates of Basic Income (BI) shape their proposal to reach enough people that the idea takes on a life of its own?

Proclaiming Poverty Backfires

Most people's initial response to the proposal of a BI is skepticism as to there being enough money to fund it. Their doubt can be dispelled by pointing out the immense amount of spending that members of society make for nature, for land and resources. Indeed, the only real-world examples of an extra income apart from one’s labor or capital are the dividends from oil, such as Alaska pays, and the dividends from land, such as Singapore pays and the housing assistance Aspen pays. BIGists call these payments quasi basic incomes but none are; all are rent shares. None were passed to alleviate poverty; all were passed to assist the middle class.

Instead of point to a spending stream which could become our common wealth, many BI advocates repeat the old refrain of “take from the rich and give to the poor.” They present an extra income as primarily an antidote to poverty. Regardless of the morality (or not) of redistribution, citing poverty creates an obstacle.

Citing poverty is to appeal to people’s better nature. Which is a good thing to do, but it requires us to raise the issue of poverty. Making people think about poverty reinforces the flawed worldview that there’s not enough. If the world is a place of scarcity, then dog-eat-dog competition is a normal result. If somebody must be poor, “better him than me,” is a common – and rational – response.

Also, many people assume poverty is a difficult problem to solve. It invokes the old refrain that “the poor will always be with us.” Which in turn invokes the new refrain of “don’t me about a problem that I can’t solve.”

The movement to date consists largely of people who want to do something for the poor, not of poor people themselves. Poor people, no matter how needy, are not overly involved in political movements. They tend to beg for work (for jobs), not agitate for welfare (for handouts).

Most poor people do not vote nearly as often as do the non-poor. Even if that were to change, they still might not carry the day, it might still be worthwhile to consider proposing an extra income as something more than an antidote to poverty and framing the proposal in a way that appeals to the middle class, a group that does exercise more clout than do poor people.

Many in the middle class do vote, do get motivated by the growing gap in income inequality, and are open-minded enough to consider a deeper analysis and a more radical solution. They are the ones to target. Then, having won over a critical mass, we proselytizers would repackage the extra income proposal in terms and stories for every other demographic, from poor to rich.

Proclaiming Time-Famine Inspires

If the extra income is not proposed to address poverty, then what other issue should we proponents tie it to? We could tie it to the time famine. The middle class feels frazzled: the soccer moms, the overtime at work, the long commutes, etc. People in the middle class bemoan the pace of life and are befuddled about how to find the time to simply live (1).

Further, the difficulty of finding a good-paying job, and the fact that many jobs are of little socially-redeeming value (2), have led many people to question the virtues of mindless employment and the Protestant Work Ethic.

In response, some middle class people have chosen voluntary simplicity, half-time employment, joined the slow-food movement, etc. They’re a potential constituency for a monetary means to free time, a chance to catch one’s breath. These people should be our first sale, our “anchor tenants”.

How to Harness Technology

Many people have noticed the irony of loss of free time with the advance of supposed labor-saving technology and wonder what went wrong. People used to expect automation to reduce work. But so far all it has done is reduce wages (flat in the US since the 1970s) (3) and employment (jobless recoveries now follow recessions) (4).

Interestingly enough, the issue of technology leads us back to how to fund this extra income. That’s because as technology advances, it pushes up site values:

*
The micro chip made Silicon Valley the spendiest part of very spendy California.

*
The automobile made suburban land and petroleum more pricey.

*
Air conditioning made hotter climes more valuable.

*
Irrigation made dry places more costly.

*
Elevators made downtowns more remunerative.

*
On and on. (5)

So if society uses land rent (and other rents) to fund an extra income to everyone, society has a reliable and growing source of revenue – techno-progress.

How to Harness Taxation

To share rents, there are several ways that society could first recover them. Government could tax the value of land or, more precisely, of locations, as does Singapore. It could charge land-use fees geared to the value of the location used. It could raise the fee for deeds to the annual rental value of the land owned and charge it annually. It could institute land dues for land owners. It could lease public land at full market value, similar to what Hong Kong does.

Hong Kong exists on public land and recovers enough rent to keep taxes on income and business low. Hence wages are high and prices low. Hong Kong does not pay a cash dividend but does provide high quality public housing and generous tax breaks to its middle class while Singapore actually does pay its citizen residents a cash dividend (6). Hong Kong, like Singapore, is routinely rated as one of the best jurisdictions on the planet (7). Yet few people know the key to their success.

Presently, due to the influence of politics, governments, who are nominally the stewards of public land and agents for society, often let port district sites go for less than their true value or offer public forests or oil fields at bargain rates to the corporate extractors (8).

Such favoritism for insiders is only one way that politicians fail to recover society’s fair share. Governments also tend to give away the airwaves to television and other communication corporations for less than the frequencies in the electro-magnetic spectrum are worth (9). Think of those million-dollar-per-minute ads during the Super Bowl enriching only broadcasters and not the public owners of the airwaves.

Governments also give away privileges at pennies on the dollar to insiders. Patents and copyrights, utility franchises, medical licenses, bankers’ sovereignty (the monopoly on issuing new money into circulation), corporate charters, especially for firms putting worker, consumer, and nature at risk … It’s a long list of little pieces of paper that politicians grant to the lucky few for mere filing fees, empowering whoever holds these forms to reap fortunes at the expense of their competition, and making these privileges vastly under-priced. As long as government is in the business of granting favors, it should charge as much as the market will bear.

As economists say, the key to great fortune is to privatize social values and socialize private costs. Governments could reverse that dictum. Instead of trying to tax back income downstream, government would redirect spending upstream. When governments corral the values of nature and privilege, then those revenue streams can not line the few pockets they now do. No longer would there be any undue fortunes, making it unnecessary and impossible to “take from the rich, give to the poor.” Proponents of BI would have to find a different funding source.

If government did act on behalf of society and did recover all the value of privileges and all the spending for nature, then government would have an immense fund (10). Charging recipients of privilege as much as the market will bear would be, in the words of the US Republican Party, “to run government like a business.” And since companies pay dividends to shareholders, to pay dividends to citizen stakeholders is also to copy the best behavior that the business model has to offer.

How to Enjoy De-Taxation

While nature and privilege attract the kind of spending that government should redirect into the public treasury via a tax or other ways, there are other values that government should not tax or in other ways constrict. Consider: When politicians tax earned income, they make it more expensive to hire help or invest in startups. When politicians tax sales or business, they push transaction costs onto buyers and sellers and motivate black markets. And when politicians tax buildings (via the property tax), they motivate poor maintenance and slums (11) and reward speculative withholding of sites and that causes sprawl (12). All in all, the taxes familiar to everyone are not a very good idea.

Nor are such counterproductive taxes a “necessary evil.” If government got rid of bad taxes and only recovered rents by whatever means, it would not lose any revenue. That’s because, bad taxes create a deadweight loss and shrink their tax base, leaving less money for the tax to collect (13). Building taxes drive down site values. Sales taxes drive down commerce. And income taxes spur tax avoidance and tax evasion (14).

On the other hand, when government recovers rents, then it lets the tax base – or, “rent” base – grow (15). Having to pay periodic land dues, land owners put and keep their parcels to highest and best use. Having to pay to extract resources, corporations bypass the mineral deposits of low yield, which leaves more wilderness intact, and of higher commercial value for hikers, campers, hunters, photographers, scientists, etc. And having to pay for permits to use the environment as a dump site, industries tend to dump less (16), which makes human settlements more livable, more highly valued, and the humans themselves less sickly, saving them money on medical charges, leaving them with more to spend on their healthier locations.

Presently, higher site values mean misery for renters and young families trying to become first-time buyers. Higher land values do make some speculators and lenders rich, but they also incite over-bidding for land, inflating its price, creating a bubble that inevitably bursts, dragging down the rest of the economy into recession (17), which hits the already poor the hardest. Yet higher location costs need not price anyone out of their hometown; as long as their local government recovers and shares those rents, then higher rents mean fatter dividends.

While the rich and others who now benefit from capturing rent would lose those gains, they would not necessarily lose overall. Like everyone else, they would receive a rent share. Plus, if they are truly productive and not just speculators, then they would benefit the most from the de-taxing of income, sales, and buildings. Thus if BIGists attach this tax shift to the proposal of an extra income for all, they could win over some businesses and soften up others. And if anyone could show a net loss after society begins to recover rents, then government could pay that person a bond, so no individual would have to bear the brunt of society’s evolution to a more just system.

How to Enjoy De-Subsidization

If government still did not have enough surplus revenue to pay citizens a divided, even after recovering all the rents for nature and privilege, and even after growing the “rent” base by de-taxing people’s useful efforts, then the answer is still not to tax any remaining rich or levy any other tax that burdens people. Instead, the solution is to cut wasteful spending. Presently, governments spend too much on war, on freeways and other infrastructure that facilitates sprawl, and on schools that graduate “students” who’re illiterate, and on medical treatments that are often unnecessary and over-priced due to oligopolies creating bottlenecks. Rather than tax something and raise its cost, government should quit subsidizing waste and thereby lower costs. That undoubtedly would create a surplus for a dividend.

Sharing Enabled by Surplus

It becomes much easier to share something when there is something to share. Fortunately, this “geonomic” policy above of shifting taxes and subsidies does generate a surplus. It lets producers become more efficient, it makes distribution more equitable, and it enables everyone to consume sufficiently.

By shifting taxes off creating value, onto taking value, geonomics guides investors away from idle speculation, into actual production, into improving existing goods and services, and into R&D. By shifting subsidies out from under old grey ways like agri-business and instead paying everyone a dividend, that makes it easier for organic growers to expand market share and displace the sprayers, improving everyone’s health. Agri-business is but one example; the benefits from no longer playing favorites would cascade thru-out the economy.

If BIGists were to win a BI funded from anything other than rents, they’d merely succeed in inflating the cost of living for recipients (18). Presently, when social security goes up, so do the rents in trailer parks. When student loans go up, so do the rents near college campuses. And when welfare goes up, so do the rents for substandard housing. An extra income not attached to land value merely puts recipients on a treadmill when what has to happen is to recycle all rents.

When owners must pay periodic land dues, they quit speculative withholding of sites. They either develop or sell to others who’ll develop. That increases the supply of both land and the building stock, making both more affordable – just the opposite of inflation (19).

Further, as the tax (or dues, whatever) on land goes up, the price of land goes down, since buyer’s know they’ll have to pay the dues and could not profitably speculate. The lower price translates into a smaller mortgage. Since banks can’t lend as much, they can’t create as much new, unbacked currency, so that source of inflation shrivels.

Since higher incomes (the dividend, de-taxed wages) and lower outgoes (de-taxed products, more competition) make the populace better off, their demand for social services drops, letting governments curtail their deficit spending, and that would shrivel the other main source of inflation.

When there’s no inflation, then the actual fall in the cost of living becomes revealed in prices, and the extra income for all can go much, much further.

Fair Distribution From Efficient Production

The public can be persuaded to see sharing rents as fair, citing some stark realities. First, owners did not create Earth. Second, we all need some Earth and if there is a right to life, then we’re all entitled to some Earth; earlier generations can not bar later generations from their fair share.

Third, while none of us made Earth it is all of us together making Earth valuable. The price for a location is not set by the person selling out and moving on but by the many people buying in and moving in. Location value most closely reflects density (20) and no lone owner can claim to have single-handedly created that. It’s why land values are described as socially-generated values. It’s why our spending for Earth can fairly be treated as our common wealth.

And fourth, our spending for Earth – which is the economic value of Earth – is a surplus, perhaps the surplus.  Recall, land and natural resources and EM spectrum etc are not products of any human’s labor or capital. Hence our payments to own or use nature –  “rents” in economese – never reward anyone’s efforts and therefore constitute a social surplus.

Assuaging Property

Humans are possessive creatures by nature. When BI advocates argue that an extra income for all is to come from the surplus wealth of elite individuals, they create avoidable resistance. When we propose a dividend from the surplus values belonging to us all, we mitigate resistance.

People think of surplus as wealth, which is a stock, something static, but the surplus could be income, which is a flow, something dynamic, and, better yet, it could be spending, also dynamic, but better because it’s not owned. When you tax income, you tax something already in your taxpayer’s possession, but when you redirect spending, you corral something that a consumer has already relinquished.

This is what a “land dues” does; it changes not how much one pays for land but changes to whom one pays for land, no longer to a seller or lender or leaser but, in effect, to one’s neighbors. An owner still profits from land, but rather than from one’s own site, one receives an equal share of the spending for all the sites in one’s region. Rent would become part of the commons while land would remain private property.

Forget Need, Focus on Bounty

BI advocates try to move from poverty to an extra income, a strategy which has never worked. Geonomists, on the other hand, move from abundance to sharing, a strategy which has already born fruit. Hence, to win the world we all want, proponents should consider revising their thinking and extol confidently a Citizens Dividend, paid from the immense streams of spending for the gifts from Mother Earth.
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