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FROM A MINIMUM INCOME TO A BASIC INCOME IN BRAZIL

Recent developments of a tool to Fight Poverty and Inequality 

Eduardo Matarazzo Suplicy

I. INTRODUCTION

We have, within each one of us, highly important ethical values, civic values, values of identity, of well-being, and of faith, which must be taken into consideration by governments as well as by all segments of society
. 

These values are extremely relevant to humankind. They have been responsible for the greatest changes in history. Values such as those which encouraged so many Brazilians to follow Antônio Conselheiro in the Canudos episode; which inspired writers such as Machado de Assis, or Gabriel García Márquez,  or  poets like Pablo Neruda, or Castro Alves, to write works of an immense human and social significance; which guided Mahatma Ghandi when he led his people in the conquest of independence of India; values which characterized the long journey Nelson Mandela and his people had to make in order to put an end to Apartheid in South Africa; which poured millions of Brazilians into the streets in 1984, in the campaign for direct elections; values which yet another time galvanized the people, especially the young “painted-faces”  (caras-pintadas), in the campaign for Ethics in Politics, in 1992, which eventually resulted in the downfall of the president of the Republic, who had not kept his commitments to the Nation; which led the Argentineans, in the beginning of the 21st century, to express their firm will of having a democratic government that can guarantee the sovereignty of the nation and a life with dignity for their people.  For these values to be respected, there must be a fair law.

Aristotle
, who lived in the 4th century B.C., emphasized that for a law to be fair, it must distinguish between what can be participated in and what can be shared. Something that can be participated in is something that cannot be shared, for if it is divided, it disappears, it loses its reality. Power, for instance, can be participated in. Now, assets and riches can be shared. A fair law for what can be participated in must establish that all persons are equal before the law. A fair law for what can be shared is a law which finds a measure by means of which the sharing of social assets and riches will produce equality among people. 

The criterion to establish this measure, according to Aristotle, is the total quantity of assets and riches owned by society, resulting from the terms of trade. Therefore, the idea is to prevent inequality from increasing by means of trade. The sharing of assets and riches does not result from the amount of work each person performs, but rather from the total amount of social riches. A person who is not working is also entitled to a share of social riches. First of all, because a person who is not working may be in a position of being prevented from working due to some specific reason. Second, because it is necessary for the internal peace of society that there should be no extreme poverty or deep inequalities. It is possible to create a system in which more can be collected from those who own more, in order to ensure that everyone will have enough to live with dignity. 

In this article, I will try to summarize the ideas contained in my book Renda de cidadania -- A saída é pela porta [Citizen’s Income – The Exit is through the Door] (Fundação Perseu Abramo/Cortez, São Paulo, 2002), in which I explain how the idea of guaranteeing an income to all persons in Brazil came into being, I sum up the process of maturation of the discussion concerning a guaranteed minimum income, and I stress the importance of guaranteeing to all persons, unconditionally, a basic income as a right to citizenship, so that everyone can live with dignity.

II. FROM THE PRECURSORS TO THE PROPONENTS OF A MINIMUM INCOME IN BRAZIL

In the last quarter of the 19th century, a real social, economic and political organization was born in Canudos, a municipality in the state of Bahia, in the Northeast of Brazil, created on the grounds of a complex religious system, and headed by Antônio Conselheiro. This community developed a “mutual, cooperative and solidary concept of work”
. In Canudos, which once held a population of 24 thousand people and 5,200 homes, there was a kind of socio-mystical, religious, assisting, community power inspired by the “equalitarian fraternity of the primitive Christian communism,” in which there was no hunger. “They all worked together. Nobody had anything. Everybody worked the soil, everybody labored. Harvested... Here’s yours... Here’s yours. Nobody got more nor less.” Conselheiro had read Thomas More, and his experiences were similar to those of utopian socialists Fourier and Owen.
 Canudos was razed by the Brazilian army, and Antônio Conselheiro was beheaded in 1897
.

Subsequently, in the late 40s, Josué de Castro, professor in human geography, would cause quite an impact with the expression he used in the title of his book: The geography of hunger (A geografia da fome). This unique combination of words symbolized a new course of study on hunger that was based on geographical methods. Right there, a new geography was created: not to study human magnitudes nor the natural resources of our country, but to study its extreme poverty. Hunger might be the most dangerous of the political forces, and poverty might be the fundamental cause of so many uprisings
. In a time when neomalthusian economists proposed the reduction of birth rates as the solution for hunger, Castro’s book proposed the increase of the food production rates. He also pointed out that birth rates are higher among the malnourished and lower among the well fed. These last rates are in fact lower than the balance levels, even if we take into account the fact that death rates among the well fed are much lower. There are of course economic and cultural aspects that influence demographic rates. One way to ensure similar demographic growth rates is to improve people’s diets, raise life and education standards in countries with high birth rates, among other social propositions. 

In 1951, this book was followed by another one, Geopolitics of hunger (Geopolítica da fome), in which Castro extends his study to cover the issues of world hunger. He believer the eradication of world hunger was not an utopia, as long as it was preceded by an adjustment of men to earth and a better distribution of the assets produced by mankind. He maintained that the survival of civilization itself depended on the outcome of this battle. He thought it crucial that we raised life standards of poorer populations, and presented some propositions that established the right to a guaranteed minimum income.

In 1975, economist Antonio Maria da Silveira wrote the book Redistribution of Income (Redistribuição da Renda)
 in which he presented the first proposition of a guaranteed minimum income program in Brazil. His proposition was that the government’s introduction of new currency into the economy should be made through the hands of those who possessed less. Clearly criticizing the inefficiency of the methods used to combat poverty until then, Silveira suggested that the problem should be tackled directly by means of a negative income tax. 

The idea had been debated and pondered by many, until 1990 — the year I was elected the first PT (Workers Party) Senator — when I understood the proposal was ripe. Thus, on April 17, 1991 I presented, during a statement issued in the Senate, the bill of law that would institute the Guaranteed Minimum Income Program. 

Bill of Law n. 80, of 1991, instituted the Guaranteed Minimum Income Program — PGRM — that would benefit, by means of a negative income tax, every resident of the country over 25 years of age who earned a gross monthly income of less than 45,000.00 Cruzeiros, which corresponded to 2.5 times the minimum wage in force at the time. The negative income tax corresponded to 50% of the difference between that level and the person’s income in the case of people who worked, and 30% in the case of those who were not working or had a null income. 

The reporting Senator of the Committee on Economic Affairs, Maurício Corrêa, then the leader of PDT (Labor Democratic Party), argued that the program should be introduced gradually. He suggested that I should present an alternative bill, which he would accept in full. First, the rate should be set at 30%, but it could be increased up to 50% by the Executive according to budget availability and depending on the outcome of the program. Second, the program should be introduced gradually throughout eight years, starting in 1993 for people ages 60 and older, in 1994 for those 55 and older, and so on until the year 2000 when everyone above 25 would receive the benefit. That was the strategy to convince the other Senators to pass the bill. Thus, in October 1991, the members of the Committee on Economic Affairs passed the Bill by unanimous consent. 

On December 16, 1991, the Senate passed the bill after four and a half hours of debate. There was not a single vote against it. Four of the 81 Senators abstained. Every party pronounced itself in favor of the bill. Fernando Henrique Cardoso, then leader of PSDB (Party of Brazilian Social Democracy) in the Senate, declared it to be “a realistic utopia”. In 1992, the Chamber of Deputies gave a favorable opinion on the bill. Since then, the bill has been ready to be voted by the Committee on Finance and Taxation.

In 1991, an important development in the debate happened during a meeting with approximately 50 PT economists held in the city of Belo Horizonte. There, José Márcio Camargo pointed out that it would be good for the PGRM that it be directed to families with school-age children. He argued that one of the biggest problems in Brazil was the great number of children who were forced to work at an early age because their parents’ income was not enough for their subsistence.

Also at this meeting, right after my explanation about the bill, one of the PT leaders, Aloísio Mercadante, remarked that the Guaranteed Minimum Income Program could lead to a greater exploitation of working men and women, since their employers could argue that they would only pay part of their salaries, and that the rest would be paid by the PGRM. I told him that in order for us to fully understand the advantages and disadvantages of the PGRM, we would have to answer a question: “Is the introduction of a Guaranteed Minimum Income Program going to make the lives of working men and women better or worse?” To answer this question we have to examine three points:

First, the minimum income would give workers a better negotiating power, since they would be able to refuse an employment offer that they considered outrageous or near enslavement. I remembered the statements I heard in the city of Rio Maria (in the south of the state of Pará) in the early 90’s. They went something like this: the managers or foremen of the farms would come to hotel doors, to the bus station or some other place and say: “You go down to the farm, about two or three hundred miles from the city, you hoe, you work the soil, you plant, and you get paid.” And there they went. After three or four weeks, the worker would ask: “I’ve already worked a lot. Now give me my money so I can send some back home to the family. To what the foreman would reply: “What do you mean ‘your money’? You owe us money! You’ve bought more from the farm shop then you’ve earned.” And the worker would say: “If that’s how it is, I’m leaving.” “Not if you don’t wanna get shot”, would say the foreman with a gun in his hand. Had the PGRM been established, the worker would have the option to wait for a better employment opportunity before accepting anything in order to assure his subsistence.

Second, the coordination between the monetary value of the benefit paid by the PGRM, and the minimum wage could prevent abuse.

Third, if it is true that because of the PGRM more employers would hire more working men and women, then what is the result of that? There would be a higher demand for workers in the labor market, and a stronger pressure to boost salaries. Therefore, from the point of view of the worker, there would be nothing to fear.

In 1994, governor Cristovam Buarque (PT), who had been studying similar ideas, declared the implementation of a minimum income program, so that every family could keep their children in school, as the main proposal of his campaign for governor of the Federal District (Brasilia). On January 1995, during his first week of government, Buarque announced the establishment of the Scholarship Program. According to this Program, every family who earned less than half a minimum wage per capta a month, who had children between the ages of 7 and 14, and who had been living in the Federal District for the last five years would be entitled to one minimum wage a month, as long as their children attended more than 90% of their classes. By the end of Buarque’s term, the program assisted 25,680 families, which amounted to 50,673 children. 

In November 1994, mayor José Roberto Magalhães Teixeira (PSDB) presented a bill of law to the Municipal Chamber of Campinas, a big city in the state of Sao Paulo. This bill of law instituted the Guaranteed Family Minimum Income Program (PGRFM) for every family with a monthly income of less than half a minimum wage and with children up to the age of 14 that went to school. The income supplementation given to the families was enough to increase their income up to half a minimum wage per capta. It was, therefore, like a negative income tax for the family with an 100% rate over the defined level. 

The bill was passed in January, and the PGRFM became effective on February 1995. One of the requirements of the PGRMF was that the families should have been living in Campinas for at least two years before the law was enacted. The program once benefited a total of 2,941 families. In 2001, it benefited around 2,500 families.

In April 1994, during the National Convention of PT, a new proposal was included in the Platform of Luís Inácio Lula da Silva (Lula), who was then running for President. It was a Minimum Income Program which intended to eradicate poverty and keep every child in school. In 1995, the PT Caucus in the National Congress presented a Constitutional Amendment Proposal dealing with Tax Reform. The proposal included an article according to which “with the objective of promoting citizenship, and fighting hunger and poverty, a Guaranteed Minimum Income Program shall be instituted and defined by law, in accordance with the country’s development level.” In 1998, these objectives were once again included in Lula’s Presidential Candidacy Platform. 

Following the implementation of the Scholarship Program and the PGRFM in the Federal District and in Campinas, mayor Antônio Palocci implemented in 1995 the Minimum Income Program in the city of Ribeirão Preto (São Paulo state). According to several analysis by experts, these programs had started to produce positive results, such as a reduction of school evasion and grade repetition rates, the improvement of these families’ life standard and of their self-esteem, and the development of the economic activities of the affected regions.

Due to the highly favorable outcome of those programs, several other municipalities (many of which under PT administrations) in various states begun to institute similar minimum income programs associated with education with only a few differences in their models. Thus, the municipalities of Jundiaí, São José dos Campos, Catanduva, São Joaquim da Barra, Araçatuba, Santo André, Franca, Guaratinguetá, Caçapava, Jaboticabal, Limeira, Piracicaba, Ourinhos, Presidente Prudente, Santos, Belém, Belo Horizonte, Betim, Extrema, Blumenau, Chapecó, Boa Vista, Caxias do Sul, Goiânia, Natal, Vitória and Mundo Novo, among others, gradually instituted successful programs.

As a result, between 1995 and 1996 other bills of law proposing the implementation of minimum income programs associated with education (Scholarship Programs) were presented to the Federal Chamber of Deputies (the lower house) and to the Senate, by Deputies Nélson Marchezan (PSDB-RS), Chico Vigilante (PT-DF) and Pedro Wilson (PT-GO), and by Senators Ney Suassuna (PMDB-PE), Renan Calheiros (PMDB-AL) and José Roberto Arruda (PSDB-DF). Based on those bills, law n. 9,533 was passed and sanctioned on December 10, 1997. The law authorized the Federal Government to grant financial support, amounting to 50% of their expenditures, to the municipalities that instituted minimum income programs associated with socioeducational actions. 

According to this law, during the first five years only the municipalities with per capita tax revenues and per capita family income lower than the state average, would receive the financial support. This would begin with the poorer 20% in the first year, and gradually extend to the rest of the municipalities. After the fifth year, every municipality would receive the support. The program stipulated a very limited benefit that should be paid to every family with a monthly per capita income of less than half a minimum wage and with children up to the age of 14. The amount to be paid was fixed at 15.00 Reais times the number of children up to the age of 14 minus half the family’s per capita income, and it was restricted to a minimum of 15.00 Reais per family. According to the Ministry of Education, by December 1999, a total of 1,151 municipalities had signed an agreement to implement the PGRM. 

The next day after law n. 9,533 was sanctioned, I presented a bill, that has already been passed by the Senate, in order to improve the benefit (B) for each family. According to this bill, the benefit should be determined by the formula B = 0.40 X (n. of people in the family X half a minimum wage — the family’s income). The bill also establishes that the Government has the power to increase or decrease the factor 0.40 according to budget availability and program results. This bill of law is still being considered by the Chamber of Deputies.

In November 1999, governor Joaquim Roriz (PMDB-DF) decided to replace the Scholarship Program, introduced by Cristovam Buarque, with the Successful Learning Program. According to this new program, every low income student receives, in the beginning of each semester, a backpack filled with school material, as well as uniform and a basic food basket a month. Children up to the age of 6 also receive a liter of milk and to loaves of bread a day. This is indeed a major setback that has been condemned by nearly every expert who has been studying the positive effects of the Scholarship Program, which has even been recognized by UNESCO.

In March 2001 the National Congress passed and President Fernando Henrique Cardoso sanctioned law n. 10,219/2001 which authorized the Federal Government to promote agreements with every municipal government for the adoption of the minimum income program associated with education or Scholarship Program. According to this law, the municipalities were responsible for the administration of the program while the Federal Government was in charge of directly transferring the payment to the benefiting families by means of a magnetic card. The families entitled to that benefit are those with children between the ages of 6 and 15 who attend school, and with a per capita income of up to half a minimum wage, or 90.00 Reais in 2001. The rather modest benefit amounts to 15, 30, or 45 Reais a month, depending on the size of the family.

With the National Congress’s passing of the National Fund for the Eradication of Poverty, 1.7 billion Reais of the 2001 budget were earmarked for the afore mentioned program. The Ministry of Education (MEC) estimates that the benefit will be transferred to 5.6 million families, which will amount to 11 millions students. According to Minister Paulo Renato de Souza, until November 2001, the Ministry of Education had signed agreements with 5,200 municipalities. 

Payment is conditioned to students attending at least 85% of the classes, which is checked every three months, and is preferably paid to the mothers, who receive a magnetic card of the Caixa Econômica Federal (a state-owned bank). With these cards, they are able to easily withdraw the money from any ATM without any intermediaries. The municipalities are responsible for selecting the families and supervising the execution of the program, as well as promoting socioeducational plans. Indeed, the new law has some merit, but it also suffers from severe limitations.

The merit of law n. 10,219/2001, mostly in relation to law n. 9,533/97, resides in the fact that the Government is willing to quickly sign agreements with every Brazilian municipality. All mayors need to do is take the initiative of registering with MEC. Another advantage of the law is the direct transfer of the benefit to the benefiting families. This procedure prevents local governments from diverting the money. This is effective even in cases that have been known to happen, where local governments were supported by third party companies in the fraud. The main limitation, however, is in the design of the benefit. The monetary value of the benefit is so small that it does not accomplish its objectives of eradicating poverty and promoting full employment.

The case occurred in São Paulo is a good example. On April 5, 2001, mayor Marta Suplicy (PT) enacted a municipal law, proposed by alderman Arselino Tatto, which instituted a Guaranteed Minimum Income Program, and that had already been passed by the Municipal Chamber in 1996. 

The São Paulo PGRM is far more generous than the provided by federal law. It establishes that families with a monthly income of less than three minimum wages, 540.00 Reais in 2001, and with children of ages between 0 and 14 who frequent school should receive one third of the difference between that figure and the family’s actual income. The Executive may, upon availability of resources, increase that rate to up to two thirds. Thus, while the federal program grants an average of 27.00 Reais to each family, the São Paulo program grants an average of 117.00 Reais a month. By 2000, the population of São Paulo city was estimated at 10.4 million, which corresponded to around 3.1 million families. It is estimated that approximately 10.1% of this population, around 309 thousand families, receive less than three minimum wages, and have children with ages up to 14. Nearly 167 of these families receive less than half a minimum wage per capita a month and could, therefore, be included in the federal program.

In October 2001, mayor Marta Suplicy submitted to the Municipal Chamber of São Paulo a bill of law that intended to modify the formula of the municipal benefit. Instead of one to two thirds of the difference between three minimum wages and the family’s monthly income, the benefit would be determined by the difference between: n. of people in the family X 90.00 Reais, or half a minimum wage, – the family’s monthly income. This way, both the number of people in the family and its monthly income are included in the calculation of the benefit.

Another relevant point to be considered is the fact that every Brazilian state has similar programs, which have no relation with municipal or federal programs. This autonomy diminishes the effectiveness of state programs in fighting hunger and eradicating poverty from Brazil. 

The São Paulo state government, for example, has created two income and food programs that are delivered directly to the families: i) Citizenship Income (Renda Cidadã), which promotes agreements between municipalities and the state in order to provide every family whose monthly income does not surpass one minimum wage with an income supplementation. This benefit amounts to 60.00 Reais a month, during 12 months, as long as children in school age are kept in school, and those below the age of 5 are vaccinated. Families are also required to participate in socioeducational activities. This program can exceptionally contemplate families whose monthly income does not surpass two minimum wages and who have two or more children between the ages of 0 and 16, and ii) Feed São Paulo (Alimenta São Paulo), aimed at families with a monthly income of half a minimum wage or less, who receive a basic needs basket with a value of 22.70 Reais. This program also requires that children frequent school. 

Mayor Marta Suplicy worked hard to make the federal and state governments coordinate their efforts and resources in order to institute the municipal program. She proposed that the municipal PGRM be shared by the three levels of government. In November 2001, the Federal Government, represented by the MEC, and the São Paulo city government signed an agreement for the establishment of the PGRM in São Paulo. According to the agreed terms, the common benefiting families shall receive resources from both programs, while families whose children are not within the age bracket required by the federal program shall be under exclusive responsibility of the São Paulo government . This procedure aims at avoiding the accumulation of benefits, the scattering of resources, and disputes between institutions. 

We should emphasize that the Federal Government has uncoordinatedly implemented several income programs that relate to the PGRM, which is managed by the Ministry of Education. Some examples are the retirement pension for rural workers, the contributions to seriously handicapped people and to elderly citizens from families with a monthly income of less than one-fourth of a minimum wage, and the Eradication of Child Labor Program (Programa de Erradicação do Trabalho Infantil – PETI), which are all managed by the Ministry of Social Security and Assistance. There is also the Food Scholarship Program (Programa Bolsa Alimentação), which benefits families with children with ages ranging from six months to six years, and is managed by the Ministry of Health. We could also mention the Income Scholarship (Bolsa Renda), which is managed by the Ministry of Regional Integration. 

Each Brazilian state and municipality is going through a similar dilemma to the example presented above about the state of São Paulo and its capital. On 2001, governor Olívio Dutra (PT) started in the state Rio Grande do Sul the Citizen Family Program (Família Cidadã), aimed at every family with a monthly income of less than two minimum wages and whose head is responsible for children between the ages of 0 and 16 and/or elder people in a situation of social vulnerability. The income supplementation takes into consideration both the number of people in the family and its monthly income, and is more generous than that provided by federal law. In the city of Belém do Pará, Mayor Edmilson Rodrigues (PT) has implemented the Scholarship Program, which benefits over 4,800 families. It is worth noting that mayor Rodrigues is negotiating the expansion of his program with the state and federal governments. He intends to reach a total of over 30 thousand families with the program. In 1997, Pepe Vargas (PT), mayor of the city of Caxias do Sul (state of Rio Grande do Sul), started a minimum income program which gave families a higher benefit than that paid by the MEC. In the states of Mato Grosso and Acre, governors Zeca (PT) and Jorge Viana (PT) have also implemented Scholarship Programs with more substantial benefit designs for each family than that provided by federal laws. There are state governments that have started similar programs, such as the Citizenship-Bonus, introduced in the state of Rio de Janeiro by governor Anthony Garotinho; the program implemented in the Goiás state by governor Marconi Perillo, and which was proposed by deputy José Lopes (PT); the Back to the Nest Program — Family Bonus for Education (De Volta ao Ninho – Bolsa Familiar para a Educação), started by governor João Alberto Rodrigues Capiberibe in the state of Amapá; and the Right to Life Project, put into practice by governor Amazonino Mendes in the state of Amazonas. A Scholarship Program proposed by Deputy Artur Bruno (PT) has been implemented in the states of Ceará. The Junior Pioneers Program was created in the state of Tocantins during the term of governor Siqueira Campos. 

It is imperative that we reach a better cooperation between the federal, state and municipal programs so that their joined resources can ensure every Brazilian’s right to a guaranteed minimum income.

III. WHY A CASH INCOME REPRESENTS GREATER CITIZENSHIP

Two episodes occurred in 2001 that reactivated the debate on what would be the best way to eradicate poverty and to guarantee the right to a life with dignity to all persons. The first one was the denunciation made by the president of the Cereals and Commodities Exchange Association - ABM, declaring that there were irregularities in the procedures for the purchase of 1.5 million basic needs baskets by the National Supply Company [Companhia Nacional de Abastecimento - CONAB], since this operation would benefit only three companies. The other episode was the discussion of the Zero Hunger Project [Projeto Fome Zero], prepared by the Citizenship Institute [Instituto Cidadania], chaired by Luís Inácio Lula da Silva, which provides for the following measures to eradicate hunger, among others: food-coupons, emergency basic needs  baskets, the Scholarship Program, safety stocks of food, and the expansion of land reform.

The irregularity verified at CONAB, within the sphere of the federal government, was predictable and recurrent, leading the President of the Republic to decide that from that date on, each family would receive the benefit in cash, as a fixed amount per month, using a magnetic card. Each family would then choose how to spend the money, and this would stimulate the local commercial and economic activities, which could otherwise stagnate by virtue of just any phenomenon. 

The Citizenship Institute brought to debate the Zero Hunger Project: Proposal of a Policy to Fight Hunger in Brazil [Projeto Fome Zero: Uma Proposta de Política de Combate à Fome no Brasil]
, one of the main propositions of which is the distribution of food coupons. According to Professor José Graziano da Silva, one of the coordinators of the study, these IOUs would be distributed to every poor family, to supplement the difference between the family income and the poverty line, in each region of the country. Graziano argues that this proposal is good because it encourages the production of food, since the coupons could only be spent on such goods. 

If the objective is to eradicate hunger and extreme poverty, one must understand that a poor person needs more than merely killing hunger. For instance, if it is cold in a certain month, he may need to buy warm clothing or a blanket. If there is a broken roof tile or door at his house, he will need to fix it. If one of his children becomes ill, he will need to buy medicine in a hurry. If somebody in his neighborhood is selling some type of food for a low price, he should buy it, because he will then have more money for other expenses. In many cities where minimum income programs had been implemented, I took time to talk to the beneficiaries, and asked them whether they would prefer to receive the program benefit in the form of food or in cash. The vast majority answered they would prefer cash. 

On the one hand, payment in cash offers greater efficiency and reduces possible deviations in the programs; on the other hand, individuals gain a larger degree of freedom and save time. Therefore, there is no doubt that the direct transfer of funds to citizens offers a greater degree of citizenship to individuals.

In response to these assertions, the technical staff of the Citizenship Institute said that any deviation could be corrected by means of the distribution of food-coupons using magnetic cards, and these coupons could only be spent in specified stores which are partners to the program. This procedure does not solve the problem, because it will always be limiting individuals’ freedom of choice, besides excluding smaller stores which do not operate with magnetic cards. However, some of the bigger commercial establishments will certainly accept the idea.

There is another aspect of the coupon distribution proposal that was not properly contemplated by the Zero Hunger project. When the project-makers took the American experience as a starting point, they overlooked the fact that in the United States the program has the format of a negative income tax. The benefit paid constitutes a proportion of 30% of the difference between a level stipulated by law and the net income of the beneficiary, which is calculated after some basic expenses are deducted. In the proposal of the Zero Hunger project, the benefit amounts to 100% of the difference between the stipulated level and the individual or family income. This format, as we will see ahead, brings about the problems defined as unemployment pitfalls or poverty pitfalls. 

In August 2001, in a debate on the Zero Hunger project sponsored by the Citizenship Institute, Lula reacted to these assertions with the following explanation, which seems to be the common sense: what is important is that everyone should have a job that will provide him with an income to have breakfast, lunch, and dinner every day, and also to defray the essential daily expenses. There is, as a result, a certain difficulty in accepting that a person could obtain some income which does not derive from work. This is a key aspect to be realized: the right of individuals to receive a minimum income must exist whether the person has a job or not. 

The Brazilian Constitution recognizes that a person who owns capital or property – a farm, factory, store, bank, any real estate property, or an amount of money – is allowed to receive the earnings deriving from such asset, in the form of rent, interest or profits, without necessarily having a job. That is, we ensure the rich of the right to receive earnings without necessarily having a job. They generally have a job, however. And why is that so? Because it is typical of human beings to pursue progress. Now, if we ensure the richer of the right to receive earnings without necessarily having a job, why wouldn’ t we also ensure the poorer of the right to receive an income? Isn’t the entire Brazilian people the owner of this immense and rich property that is our country?

During the same debate on the Zero Hunger project, Manoel José dos Santos, the chair of the Confederation of Agricultural Workers [Confederação dos Trabalhadores na Agricultura – Contag], reinforced the idea that it is necessary to guarantee an income deriving from work, recalling a story Senator Ney Maranhão (prn-State of Pernambuco) had already told in the plenary of the Federal Senate: a man from the Northeast of Brazil, Luís Gonzaga, admired by the people for his songs which so well incorporate the people’s feelings, once said: “To give, Doc, alms to a healthy man, either shames him to death or turns him into an addicted man”.

Even though Senator Ney Maranhão quoted Luís Gonzaga’s verse, he decided to vote for the bill of law that instituted the Guaranteed Minimum Income Program, because he considered that the Program tackled directly the main issue – income distribution – and that this income would neither demoralize a citizen nor have a paternalistic nature.

Every resident in Brazil should have the clear notion that receiving an income which is equal for everyone, and,  if possible, sufficient for his vital needs, constitutes a basic right, derived from living in a nation whose present wealth results mainly from the efforts of many generations who were originally the joint owners of the entire Brazilian territory. Therefore, the right to a basic income will never shame somebody to death or turn him into an addicted person. It will be similar to the right to breathe clean air and to drink clean water.

On the occasion of the launching of the Zero Hunger Program at the Federal Senate, on October 17, 2001 - the World Food Day, Luís Inácio Lula da Silva said that the country we dream of is not a country where each city mayor can provide each poor family with a basic needs basket or a minimum income. The country we dream of is a country where each man or woman can bring home an income that results from his effort, his work, and which will be sufficient for the family needs. That night, at the home of Mr. Armand Pereira, Director of the International Labor Organization – ILO, in Brazil, I was talking to Lula and José Graziano da Silva; after Lula mentioned how important it is for trade unions to adopt an attitude better characterized by citizenship than by corporatism, I remarked that it is important to realize that the right to a minimum or basic income must be distinguished from the right to a salary. Obviously, we must endeavor all efforts for the economy to get as close as possible to full employment. However, for this goal to be attained, it is also important to institute a universal basic income. Armand Pereira then remarked that current analyses within ILO are increasingly taking into consideration new formats of minimum income in view of the automation processes which have been causing so much unemployment. Afterwards, Lula declared that it is important that part of the funds generated by the exploitation of natural resources of each country and by the automation of company processes should be used to guarantee an income to all persons.

IV. THE DESIGN OF THE BENEFIT AND THE OBJECTIVES OF EMPLOYMENT AND OF THE ERADICATION OF POVERTY

Even though the international specialized literature now incorporates an accumulated reflection on the effects of various types of guaranteed income or supplementary income programs, in Brazil there has not been enough reflection on the subject. Several economists and analysts of this theme have warned about the risks of the so called unemployment pitfalls or poverty pitfalls, which may derive, for example, from formulae which supplement a person’s income by 100% in relation to a certain level stipulated by law. This happened to the programs of aid to families with dependent children in the United States, and to the Minimum Income for Insertion (RMI) in France. 

There are two main ways to overcome the problem. The first one is to guarantee a minimum income by means of a negative income tax, offering a benefit that will be a proportion of the difference between the level defined by law and the family income. This proportion has generally been stipulated between 30% and 50%. Therefore, if the level is R$500.00 (five hundred reais), the rate is 50%, and the income is R$200.00 (two hundred reais), the benefit will be R$150.00 (one hundred fifty reais). Thus, there would always be a stimulus for the beneficiary to work.

The second possibility is to guarantee a minimum income by means of an unconditional basic income. All persons living in the country would be entitled to receive a monthly amount, equal for everyone. Regardless the fact that the person has a job or not, or how much he can earn from any paid activity, that amount would be guaranteed as a right to citizenship. The stimulus to work would then continue to exist, since everything that the person earns by means of his effort, talent, creativity, or work of any nature would be addded to the basic income.

There are also issues of a practical nature, concerning the variability of earnings gained by individuals along time. These earnings may be formal, that is, registered in an employment record card, receipts, or a pay voucher; or informal, like, for example, earnings deriving from harvest work, street vending, washing or watching cars, rendering of varied services like prostitution or drug traffic. When a family or individual enrolls in a minimum income program associated with education or Scholarship program in a Brazilian municipality, he generally does so based on a declaration of the income earned in the latest months, predicting that his income will remain on that level during the coming 12 months of the program.  In fact, his situation may improve or worsen, but most of the programs do not provide for an alteration of the benefit in case there is a change in earnings. 

Furthermore, there is an issue concerning equity. The original Scholarship program implemented in the Federal District by Governor Cristovam Buarque, from 1995 to 2000, and copied by many municipalities and states, provided a supplementary income equivalent to one monthly minimum salary (R$ 180.00 in April 2001) to families whose income was lower than half a monthly per capita minimum salary. If a family was made up of mother and child, that is, two people, the monthly per capita benefit was R$90.00; however, if the family was made up of father, mother, and eight children, that is, 10 people, the per capita benefit was R$18.00. On the one hand, it is easier to explain the existence of a fixed benefit for a family, irrespective of the family size. On the other hand, there is no doubt that the mechanism involves a lack of equity. 

With a view to solving this problem, I submitted to the Federal Senate a bill of law altering Law no. 9,533/1997. The bill establishes that the benefit will be equal to 40% of the difference between the level of R$90.00 (half a monthly minimum salary) times the number of dependent members of the family and the family income. Depending on the availability of funds, the Executive may alter that rate. Therefore, if the rate is 30% and the family is made up of father, mother, and four children, that is, 6 members altogether, and if their income is zero, the benefit will be equal to 30% of the difference between R$360.00 and zero, or R$108.00. If the rate is 50%, the benefit will be equal to R$180.00. If the family income becomes positive, say R$180.00, then the benefit will correspond  respectively to R$54.00 and R$90.00. That means, a stimulus to work and to progress continues to exist, for the family members will be earning more if they have a job, but a minimum income will be guaranteed anyway. 

The assumption is that people are informing their actual income. Any minimum income or scholarship program assumes that individuals are stating their actual income, be it derived from the formal market or the informal market. When José Márcio Camargo proposed, in 1991, that a minimum family income associated to education be instituted, he expressed his fear that individuals would make untrue statements and declare that they earned less than they actually did, so as to try to maximize their gains under the PGRM. That’s why he preferred the benefit to be a fixed amount, regardless of the family size; this would not prevent, however, a family from making untrue statements, neither would it solve the above-mentioned problem of lack of equity among families of different sizes. 

If we trust the word of wealthy people, who have higher earnings, when they file their income tax return, it is all the more logic that we should also trust the income tax return of the least wealthy who enroll in the PGRM. If the experience with several minimum income and scholarship programs leads us to the conclusion that it is very difficult to solve the problem of untrue statements, as Luís Guilherme Schimura de Oliveira
 had also predicted in 1993, then we will have to adopt the conclusion that the best and more reasonable solution is the institution of an unconditional basic income, equal for all persons and, if possible, of an amount that will be sufficient to cover the basic needs of each individual. 

V. CONCLUDING REMARKS: The implementation of a Basic Income

Guaranteed minimum income programs, under their various formats, have sometimes been classified as mere offsetting policies. In fact, the unconditional basic income or citizen’s income represents much more than a structural improvement in the operation of the State and of society. As highlighted by Philippe Van Parijs, “it is a deep reform which belongs in the same category as the abolishment of slavery or the adoption of universal suffrage”. In a hearing at the Brazilian National Congress Joint Committee on poverty, in December 2000, Celso Furtado, the great Brazilian economist, showed that he had accurately grasped the meaning of a citizen’s income, when he stated that the concept of work is going to change, and that “every individual is entitled to an income, a positive insertion in society.” Also:

This is the most important aspect to define this project for the future: how to modify the concept of work and income today, and to admit that the entire population, every individual who is born within a society deserves the solidarity of all members of this society.

In many meetings of the Workers’ Party economists and guests, Professor Maria da Conceição Tavares has emphasized that the concept of a basic income should be defended from a perspective that all societies will need to adopt. This concept should be made compatible with the existing resources and treated like a tool to complement the other tools, with a view to eradicating poverty. It certainly constitutes one of the central elements of economic policies, together with the universal right to education and public health care, land reform, credit supply to an increasing number of citizens, stimulus to cooperative forms of production, and greater interaction between company-owners and workers in all units of production. The successfull implementation of these measures will depend on their being adequately understood by the population and by social movements. 

As Professor Joseph Stiglitz pointed out in his conference for the Industrial Relations Research Associations, in Boston, in January 2000, trade unions and other “genuine forms of people’s self-organization are the key to a democratic economic development”. A good example is what is now taking place in South Africa, where a movement for the implementation of a basic income has been organized and has received support from several institutions. According to a document they have endorsed, the implementation of an unconditioned basic income program aims at stimulating the development of economic equality and fostering the stability of families and communities, thus making it possible to meet the basic needs of all individuals and to guarantee greater dignity to all. What they propose is universal coverage, from birth to death, no means test required. The social security network will be expanded, so that no individual will receive less than what he received before the implementation of the program. It is proposed that payment be made by means of public institutions, which will make it easier for everyone to receive payment, even in places where there are no banking facilities. A substantial portion of the costs of the program will be progressively covered by a system of taxes, and this will show the solidarity of all and a concerted effort to eliminate poverty. No social security program shall be affected. The example set by South Africa should be considered, for it is a rich country and a young democracy, whose characteristcs of poverty and inequality are similar to those of Brazil.

Fortunately, in Brazil, a guaranteed minimum income for all Brazilians is supported today by the main trade union groups, the Landless Workers Movement (MST), the National Conference of Brazilian Bishops (CNBB), the Citizen’s Action Against Poverty and For Life, launched by the late sociologist Herbert de Souza - Betinho, business associations, and several political parties. Now it is necessary to implement it by means of the most rational measure available, under the format presented in the Bill of Law to institute a Citizen’s Income, that I submitted to the Federal Senate late in 2001.

Bill of Law n. of 2001, of the Senate
Institutes the Basic and Unconditional Income or Citizen’s Income, and makes other provisions.
The National Congress decrees:
Article 1 – As from 2005, the Citizen’s Income is to be instituted, in the form of the right to an yearly monetary benefit to all Brazilians residing in the country, as well as foreigners residing for at least five years in Brazil, regardless of socioeconomic situation.
Paragraph 1 – The monetary value of the benefit mentioned in the head paragraph shall be the same for everyone.
Paragraph 2 – The payment of this benefit may be made in equal monthly installments.
Article 2 – The Executive shall be responsible for fixing the value of the benefit mentioned in the head paragraph of article 1, which shall be sufficient to cover minimum individual expenses with food, housing, education, and health, considering the degree of development of the country, and budget availability.
Article 3 – Taking the opportunity presented by the 2004 elections, the Electoral Justice shall hold a popular referendum on the proposal mentioned in the head paragraph of Article 1.
Paragraph 1 – Should the proposal mentioned in the head paragraph of this Article be approved, the Executive shall remit, within thirty days, an additional credit to the National Congress, earmarking sufficient funds for the implementation of this bill of law from the Federal Budget for fiscal year 2005.
Paragraph 2 – As from 2005, the bills of law relating to pluriannual plans and to budgetary directives shall specify cancellations and transferences of expenditures, as well as other measures deemed necessary for the execution of the Program.

Article 4 – This law shall come into force on the date of its publication.

Sessions Hall
Senator Eduardo Matarazzo Suplicy
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Vanira Tavares de Souza and Bernardo Madeira Palácio
Translation Service of the Brazilian Federal Senate
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