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Funding a Basic Income Guarantee

Considering Size, Political Viability, and Pipeline.
Before addressing the issue of how to fund a Basic Income Guarantee (BIG),  one must consider the requirements and dimensions of such a fund.  The numbers are large, and the pipelines are enormous for anything that becomes universal. George McGovern’s unwillingness in the 1972 presidential campaign to address the mathematical equation of $1,000 times every man, woman and child in the country dropped the issue off the chart for over a generation. 

Our attempt to revisit the BIG as a viable idea, with real numbers to back it up, requires that we accustom ourselves to the size of the numbers so that when we talk about them, we won’t be shocked, and our discussion will be informed.  This paper will attempt to take a quick and simple look at the numbers and issues involved in funding a BIG, including a few suggestions of my own, to add to our combined efforts towards making a Basic Income a reality.

With America’s current population of a little over 250,000,000 people, a fund that unconditionally gave everybody $1,000 would cost $250 Billion a year, a daunting figure even thirty years after McGovern. $4,000 a year would require a trillion dollars. A BIG of $8,000 would require a sum of two trillion and $20,000 a year, per capita would require over five trillion.  Given the current Gross Domestic Product of around ten trillion dollars, these figures are indeed large and significant, by any definitions of those words.

While these figures may close off rational discussion with many people, it must be understood that this money will be instantly and universally translated as income.  One’s willingness to accept a tax increase of $2,000 would be positively affected by a BIG of $4,000.  If you were facing a $20,000 increase in taxes, it would obviously be a different scenario.  The point being, no discussion of a BIG should ever be limited to costs, the net cost-benefit must be considered.

How Big a BIG?
If only maximizing self interest through the affect on net income applies, a rational application in a democratic setting will set the rate of the BIG at zero impact on the median voter.  While everyone is receiving exactly the same amount of money, those receiving more than they pay in would seek to push the BIG higher, and those receiving less than they pay would seek to push the BIG lower, until it settles at the median voter.  Risk-avoiders would tend to set the BIG at a higher rate than risk takers.  While rationality is a fine assumption one must not overlook underlining prejudices at work.  Nobles oblige, one’s desire to help those less well off than us, and puritanical notions against freeloading, could skew the equation significantly in either direction..

To be palatable in a societal sense, the funding source must pass muster with the political process.  Whether this process is a national congress, or a co-op set up to administer a local currency, the cost associated with the benefit must be allotted in an acceptable manner.  The economy is not a zero sum game.  When people interact there is an increment of association, more is created as a group than as individuals working alone.  Money is, however, zero-sum.  Nobody gets money without some one else losing money.  The balance between the monetary winners and losers must make sense on moral grounds of equity and justice and eventually on political grounds.

The Pipeline
Another significant problem is the pipeline for the BIG.  Though it is not a large technical problem, some sort of distributing agency must be in place.  They must guard against double dippers and other problems associated with issuing non-counterfitable currency.  This requires a great deal of coordination and record keeping, not to mention record access.  Extensive protocols and organization must be in place.  The Internal Revenue Service or the Social Security Administration would be the best bets of any existing organizations to fill the bill.

Possible Funding Sources
The possible funding sources for any BIG will come from one of two categories. The first, traditional confiscatory taxes; income, sales, and property taxes each levy with an unequal touch on different people.  While each of these conventional taxes could be used to fund the BIG, each has its particular set of strengths and weaknesses.  The second basic option comes from the power to issue money.  This option is explored in my suggestions for a funding source for BIG.

Traditional Taxes
Income tax is the leading candidate among the conventional taxes, because it has the potential to provide funds large enough to meet the need.  It carries with it all the baggage of the income tax, the questions of what income to tax, deductions, tax lawyers, all are organically united.  The current income tax generates approximately $1,000,000,000,000.  Herbert Simon, in his recent article in the Boston Review, estimates a flat tax of 70% would fund a BIG of $8,000 annually and leave sufficient funds to operate the governments other functions.  This tax would have to generate in the area of $3,000,000,000,000 to maintain current levels of government spending.  This would tax all personal income at the 70% level.  Thus, a single person earning $10,000 would pay $7,000 in income taxes and receive an $8,000 basic income, a net gain of $1,000.  The break-even point being about $10,500.   A couple would break even at $21,000, and a family of four at $42,000, etc.

Sales tax is by nature regressive, thus falling more heavily on the less advantaged.  This makes it a more difficult political case to make to the left.  Its basic problem lies with the volume of money it would need to produce, the rate would have to approach levels that Professor Simon postulated for the income tax, and this perhaps, is not feasible.  Sales tax is also already heavily used by state and local government entities that would guard their turf jealously.  I know of no one now suggesting the use of sales tax in the area.  What should be noted is that a sales tax coupled with a BIG is not regressive.  If the proceeds are directly translated to across the board equal increments of income then it becomes progressive. 

Property tax is promising source for the funding of a BIG, with the exception of the competing government agencies.  Schools and local government have long considered property tax their domain.  Basing the fund on property has a small “d” democratic ring, but would also face a war from the propertied class to defeat it.  Land rents, and the private appropriation of the proceeds of mining of natural resources are arguably the property of the general population, as no one’s personal effort created them.  The best of such plans is the Alaska permanent fund, in which proceeds from oil extraction are invested and the dividends of the investments are distributed to the residents on an equal basis.  While resources are depletable, the rent on land is a permanent feature of all market economies.  Property tax is thus a possible and permanent source for the funding of a BIG, if it can support levels sufficient to make the BIG large enough.

Regardless of which of these or some combination thereof is chosen, they all face the perils of taxes; legal and illegal avoidance, volatility due to the business cycle, and a warping of the underlying market relationships.  Plato’s dictum, that the most honest and noble would always pay more than the sly and dishonest, would be in full effect.

Monetary Diminution, Salmoney
There is one alternative that would avoid some of the inherent problems of the confiscatory taxes and that is a stable and steady increase in the supply of money in circulation.  I have termed this system that uses monetary diminution to fund a BIG, Salmoney.  A medium of exchange, with a built in salary.  Its implementation would first require a change in the money system.  

The world’s monetary system is now run by the central banks of the various powerful western nations, the largest and most influential being the United States Federal Reserve System.  The U.S. Fed oversees a world system of banks that creates the vast majority of currency in circulation through the letting of loans.  They simply enter figures in a ledger, and money is created.  They can equally curtail or destroy money by calling loans, and removing the figures from the ledgers.  In order to implement a BIG through my plan, the Fed must first be brought under the general control of the U.S. Treasury.  I would suggest following a plan put forth by Congressmen Jerry Voorhis and Wright Patman in 1939.  This calls for the U.S. government to purchase the Fed from its current owners, and bring it under control of the U.S. Congress.  

I would then propose a series of coordinated actions :

(1) The chartering of exchange banks, with a 100% reserve requirement on all loans, i.e. no fractional reserve credit.

(2) The monetization of the national debt, the creation of currency sufficient to pay the national debt and discharging it, approx. $6,000,000,000,000

(3) The creation of an equal amount of money to be divided on a per capita basis amongst the U.S. populace, approx. $24,000 per person


(4) 
Creation of an additional amount of currency equal to One percent of the 


total, each month thereafter to fund a BIG. 

With a base amount of currency at $15,000,000,000,000 one percent would yield a fund of $150,000,000,000 in the first month, $600 per capita, about $20 a day.  In month two the base currency would grow to $15,150,000,000,000 and a BIG of $606 per month, or about $20.20 a day.  Each month the money supply would grow one percent and the BIG would grow by an equal proportion.  The BIG would thus maintain a constant relationship to the total money supply.

This introduces four principals: (1) 100% money, one may only loan money that one possesses, proposed and examined by economist Irving Fisher and Nobel Laureate Chemist Frederick Soddy.  (2) Money should deteriorate over time, like all other commodities, proposed and examined by Sylvio Gesell with his vehicle of Stamp Scrip (I use steady diminution rather than affixing a stamp). Fisher also saw this as a potential method to affect the velocity of money.  (3) The unit of money is all money, proposed and examined by Alexander Del Mar.  (4) Using the BIG or Daily Bread (DB) as the unit of currency in which to quote prices.  This would yield information, interest and price, that organically indexes and adjusts for the inflation rate.  This was proposed and examined by Stephen Clark.            

Some General Effects
Any of the methods that establish BIG will have some other effects on individual and governmental situations and behaviors.  Any level of BIG would provide funds that would lessen the cost of social security, unemployment insurance, and welfare by providing a funding platform upon which these programs could function. At high enough levels a BIG could actually replace them.  The working poor, stay at home parents, and volunteers workers of all types would be subsidized.  A BIG also acts as a form of life insurance, which most of the poor in our world does without, but from which rich and poor alike would benefit.  Estate planners would simply augment the BIG with more insurance.  These would be considered good effects by most people, and arguments for the institution of a BIG, but the most dreaded, and most often mentioned effect is that the lazy and idle would be rewarded for no effort.  This is the source of the most fervent arguments against the institution of a BIG

Some Specific Effects

Using the rate of the BIG or as I have termed it Daily Bread (DB) as the basic coin of the realm creates the potential for a real "money market."  Interest, or the price of borrowed money, is supposed to reflect an equilibrium between supply and demand.  But since the Fed uses the rate of interest as a goal to be maintained, increasing and decreasing it at will, it can never be such.  The actions of the Fed are similar to the captain of a ship who when he finds his ship off course, tries to move the world to fit the alignment of the ship rather than vice versa.  The market process has built into it a natural competition between capital and labor for the fruits of production, the current game is rigged so that capital will always win the competition. 

Regardless of the funding source or sources, a BIG is the proverbial level playing field that everyone who supports the free market is always jabbering about.  And without it, the game ain’t fair.
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