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The Green Basic Income Model –

A social security and tax reform to enhance basic security and make work encouraging
Adopted by the Party Council of Vihreät – The Greens on 4. February 2007

1. Basic income: A solution to modern work and social security questions 

2. Outline of the Green Basic Income Model

3. The effects of basic income on everyday life and the national economy.

     4. 
 Steps towards the Basic Income Model

Constitution 18§ 2 mom:

”It is the duty of Public authorities to enhance employment and to strive to secure the right to work for all. --”

Constitution 19§ 1 mom:

”Each person, that is unable to acquire for her/himself  the security for a dignified life, has the right to subsistence and care.”

1. Basic income: A solution to modern work and social security questions

Dramatic changes in work have led to a situation where our social security structures no longer meet the needs of the people. The current social security structure is based on assumptions of full employment and long-term work contracts. Reality has shifted and this structure is not able to solve the problems of today. Social security for the temporarily employed, the project workers and the entrepreneurs is weak. The ability of the job seeker to affect the terms of his/her employment is often weak.  A considerable number of the adult population finds themselves in a marginalized position on the job market: worthwhile employment isn't available and the terms and conditions of social security hinder their ability to get or to take a job. Scrounging together a basic subsistence is hampered by an antagonising and complicated bureaucracy. A long term social welfare recipient has a lot of difficulties re-entering the job market, let alone find meaningful work. Even as the Finnish economy has been thriving, poverty has increased.

A solution to these problems exists. The Greens propose a Basic Income Model as a foundation for social security and a fair job market. In the Green Basic Income Model every adult Finnish citizen residing in Finland receives a monthly basic income. Basic income is a tax-free allowance, which need not to be applied for. The amount of the monthly allowance in our model is 440 euros. Basic income will replace the minimum social security benefits and curb unnecessary administration. In addition to savings from these structural changes, basic income will be partly funded by changes in taxation. The cash in-hand income of most will not be affected greatly.  Our Basic Income Model is thus economically feasible and cost neutral. The likely dynamic effects of our model – namely the increased employment and decreased unemployment – make it highly profitable for the national economy.

The greatest direct economic consequence of the Basic Income Model is increased support for the low income workers and decrease in poverty. A significant consequence of the model on the level of principle is the releasing social welfare recipients from chains of bureaucracy and making work always profitable. It makes meaningful work more attainable for a greater number of people and thus reduces unemployment. The security provided by basic income enhances the position of those outside regular employment – students, temp workers and small entrepreneurs. For those in regular employment it gives greater freedom – to shorten hours and spend more time with the family. Basic income is a fair reform, it is well suited to the current situation, and it empowers the citizens and makes good economic sense. Basic income means better quality of life for all.

Basic income is a comprehensive reform of social transfers of income and of taxation. It is not only social security, but an empowering basic security for all adults. Basic income brings changes to taxation, because basic income and taxation must be viewed as parts of a single entity. In the current system low waged work is tax-free up to a certain level and low taxed above that level, yet in reality the tax percent for low waged work is often more than a full hundred! This is because working cuts some social security benefits. This is why low waged work is often not worthwhile. With the Basic Income Model the division of income can be simplified while maintaining social fairness. We propose two tiered taxation whereby the employee will know more precisely what s/he will get in hand at the end of the day and the work of the tax authorities gets simpler. In our model all income under 60 000 euros/a (5000 euros/mo) is taxed at 39% and incomes above that at 49%. Despite the nominally high tax percentage, the real tax bracket of the low and middle waged employees is reduced because they receive the basic income in addition to the earnings from work. The taxation of the wealthy is somewhat tightened as part of the funding for our model comes from curbing some of the tax deductions benefiting the well to do and raising the capital income tax for private persons to 32% from the current 29 %.

Basic income is not money for nothing or a wage for idleness, far from it. The current social security system forces people in to idleness by making work unprofitable, the Basic Income Model, on the other hand, encourages employment and active participation. Basic income is an encouragement for all Finns to make life more meaningful. Life is more secure to build upon when one knows that basic income will in any case provide the foundation for subsistence. Under the Basic Income Model work is always worthwhile because of the simplified taxation. It increases the amount of economically viable work and makes low productivity sectors significantly more profitable. This is because combined with a basic income even low salaries provide for a reasonable income. That is why it is a smart reform from the national economy’s point of view; it reduces unemployment and encourages employment. Cutting unemployment is a significant factor in reducing poverty. That is why basic income would be a better way to alleviate the situations of those worse off and to gap social disparities than the current system of social benefits based on needs discretion.

Philosophically the basic income model is founded on an idea of moving on from a custodial to an emancipatory welfare state: the duty of the state becomes to support people’s independence and choices instead of classifying and administering people. The Basic Income Model realises the constitutional right to an income and the possibility to work. It gives people better opportunities and fairer preconditions for meaningful employment and to realise their dreams. At the same time it makes it possible for the employment authorities and social workers to actually concentrate on helping people and enhance their ability to enter the job market, instead of administration and classification.

The greens believe our society needs courage to look at new solution to the problems of our social security and work life. The Basic Income Model introduced in this paper is one concrete solution. Long term plans must not, however, keep us from solving the biggest problems of our current social security system and income taxation. Therefore we also propose steps towards basic income, which may be helpful in solving the biggest problems already before the adoption of a basic income.

It is clear that putting the Basic Income Model into practise will require extensive studies and experiments from the state. The next government will have to appoint a parliamentary committee to prepare a comprehensive reform of social security and income tax structures. One of the tasks of the committee must be studying the feasibility of a basic income based system. The next government must also implement a basic income experiment either regionally or aimed at a certain social group with a specific need.

The model presented here is intended as a beginning of a dialogue, not as the end point to one. 
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2. Outline of the Green Basic Income Model

The Green Basic Income Model presents a realistic formula for putting the idea of basic income into practise starting from the realities of our time. We want to bring into discussion a concrete and an economically practicable vision o basic income that can be clearly compared with the current social security system. 

The green basic income model is a model of a partial basic income. The allowance is large enough to enhance basic security, for temporary subsistence and for bettering the profitability of low income work. It is not, however, large enough to live on, on the long term, without additional income.  That is why additional benefits awarded on basis of means consideration are needed. The number of people needing these benefits is, however, considerably smaller than now. Earnings based benefits are not altered in the green model: benefits based on past earnings have an important role in securing the position of the employed in case of unfortunate situations and thus they should not be altered despite the fact that to an extent they do create a disincentive to take on new employment.

Basic income can be seen as reforming the current systems of income distribution and taxation so that each Finn receives roughly the same amount of cash in hand as today, but the rules of the game are altered. The current progressive taxation and income distribution constitutes an income distribution from the well-off to the less privileged. In the basic income model the  same income distribution is realised by awarding basic income to all. From the well-off  the allowance is collected back in taxes. It is both socially and economically more beneficial to give the basic income to all rather than set an earnings limit as a precondition for receiving it: such a limit could constitute a new incentive trap and controlling the limit would bring added needs for unnecessary administration bureaucracy that could weaken subsistence security. Basic income is in any case levied back from the well to do in the form of taxes. 

Basic income has been criticized by some as being too costly. This is a misconception. Within the basic income model the state collects more taxes, but it also redistributes the funds collected more efficiently to all in the form of basic income. This is because administration can be simplified when the number of various different benefits and the need for means consideration are reduced. In the basic income model the actual in-hand income after earnings and the basic income take centre stage from the tax bracket.

In our model the monthly basic income is 440 euros. It is a benefit that is free of taxes and obligations and is paid automatically to the bank account every month. It replaces all the minimum social security benefits except for the national pension. Some of the benefits it replaces are the labour market subsidy, the basic daily unemployment allowance, the minimum parental allowance, the minimum sick pay, student allowance and the nursing subsidy. Because basic income is free of tax, it is higher than any of the aforementioned transfers. That is why basic income is a direct investment to the basic security of those earning the least.

All pensioners get basic income as well, but it is combined with their current earnings and taxation so that at the end of the day their income doesn't change. For the part that goes over the 440 euros the national pension is adjusted into the new system and earnings based pensions  will be taxed so that current income levels remain.

The basic income model enhances the position of the pensioners with the lowest incomes because it includes a guaranteed minimum pension security of 600 euros.  The current income levels of the poorest pensioners are not sufficient and their level of security has to be checked. In our model all pensioners who now have to make do with less than 600 euros will receive an additional subsidy on top of the basic income, which will bring their tax-free earnings up to 600 euros. In judging the level of basic security for pensioners, it is good to keep in mind that pensioners are not expected to participate on the job market. That is why they need to be awarded a stabler security than most.

Along basic income the discretion based subsistence support and housing allowance will remain. They will be kept at their current levels, but the means considerations have to be adjusted in the new model so that they do not constitute disincentives to employment as they do now. Particularly the confusing housing allowance needs to be comprehensively revamped.

According to a micro simulation study of the green basic income model, the need for these subsidies will be considerably smaller than now. The need for the subsistence support will be reduced by more than70 percent and the need for the housing allowance more than 10 percent. The simulation did not take account of the increased profitability of work, which will further cut the need for subsidies.
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One change is made to child benefits in our model: 17 year olds will also get the benefit. This will make sure that there is no gap between child benefit and basic income. The child benefit should be viewed as a basic income for children, paid to the child's guardian as compensation for bringing up a child.

Otherwise our basic income model does not propose changes to child benefits, alimony support, benefits for the disabled, nursing benefits or other transfers, which are meant to compensate costs, are tax free and usually not related to earnings. 

While basic income replaces the actual student allowance, students continue to be eligible to receive the state guaranteed student loan and they have the same possibility to receive housing allowance as all other people. In addition the students' meal subsidy is retained.  Besides the benefits dealt with  in the model, there are some benefits of lesser budgetary importance, which basic income will  also replace. One such example is the daily allowance for people in military and civilian service. 

Basic income can be granted to  foreign nationals residing in Finland under the same conditions as social security benefits are now. For other foreigners working in Finland the amount of the basic income can be deducted in taxation. This has been calculated into our model

Basic income changes not only social security, but taxation as well. With basic income, taxation can be simplified without compromising the equality of income distribution . We propose two tiered income taxation whereby the wage earner will have a better sense of what s/he is making and tax administration is simpler. In our model all earnings under 60 000 euros annually (5000 e/mo) are taxed at 39% and earnings over that 49%. This includes state and municipal taxes (municipal taxes at a national average level). On top of this the social insurance payments, now at about 5%, are retained unchanged. Despite the seemingly high tax percentage , the taxes of people in the low income group and of most in the middle income group actually sink as they get the tax-free basic income on top of their earnings. The sum in hand after basic income and taxed earnings is higher for the low income and most of the middle income wage earners. The taxation of most of the well-off (particularly the richest 10 percent and to some extent the second richest tenth of the population) gets slightly tighter because part of the funding of our model comes from cutting back some tax deductions favouring the wealthy and raising the capital income tax of private persons to 32 percent.

In our view the merging of income and capital taxes of private persons should also be considered. In the current situation of global tax competition it is a difficult goal to realise and in our model  we therefore compromise at bringing income and capital taxation slightly more on par to each other. Capital taxes are raised mainly to cut back the direct benefit of basic income from those with capital incomes and to realise a moderate equalisation of income distribution. Combining taxes on work and capital income would require a more unified European taxation. European greens aim at just that to curb tax competition within the community.

 

The European greens aim at adopting a continent wide basic income. The European Union's goals of harmonising social politics and maintaining the competitiveness of the Union have in recent years brought into discussion the term "flexicurity", combining flexibility and security. This refers to the Danish model wherein the employees have a weak protection against getting laid off, but the unemployment compensation is high and re-employment efforts active. Another model in the discussions has been basic income. Basic income is a suitable model Europe wide, and indeed universally, because it can be easily adapted to different societies and social models without compromising the uniqueness of each society. A common European solution based on basic income does not force countries into a particular mould with their social and economic policy. Yet it guarantees the basic security of all Europeans and reduces unhealthy competition between countries.

The effect of the Green basic income model on income taxation and total incomes:

*The social security payments are added on top of the taxes is just as they are today. Currently they are just under 5%.

In the Green Basic Income Model the total in-hand income consists of earnings from work and the basic income. Low income workers are supported with a negative income tax. If the salary is 1000 euros, taxes will be 390 euros. To the 610 euro earnings after taxes is added the tax-free basic income of 440 euros. Thus the total in-hand income of the person is 1050 and the real tax negative, -5%. The taxes of the middle income earners get a little lighter as well. A person earning 3000 euros a month ends up with 2 270 euros in hand after basic income an taxes are figured in, thus her/his real taxes are 21%. 

The earnings from work are not taxed heavier from the better off either. In total the wealthy will pay more tax than now because the capital income tax for private persons is upped by four percent. The billion euros added revenue from raising the environmental taxes will also fund the actual lowering of income taxes. It should be noted however that for some highly paid wage earners the tax balance may be tipped by the curbing of tax deductions. In our model costs that remain deductible are interest payments on student loans and residential mortgages, domestic services (repairs, cleaning etc) and occupational costs, such as tools and work clothes, costs of commuting to work and union membership payments.  Getting rid of same of the deductions helps simplify taxation. On a whole the Green Basic Income Model moderately lowers taxes on work and moderately raises taxes on capital and polluting the environment. For the majority the direct effects of the reform are positive.

For the state the Green Basic Income Model is cost neutral. All adults receive basic income, but at the same time taxation undergoes reform. At the end of the day people's in-hand income, meaning their net earnings and the tax-free basic income, remains largely at today's levels.  We have wanted to make sure, however, that in a static comparison the position of the low and  middle income wage earners does not worsen in any case. That is why the Model moderately redistributes income mainly at the cost of the richest tenth of the society.


This is only fair as the incomes of the richest tenth are a third higher than the next wealthiest 10%. Basic income replaces the minimum social security benefits and leads to a situation where 2,5 billion euros less is needed for transfers of income. In addition the need for subsistence support and housing allowance is 340 million euros less. Raising the environmental taxes brings in new revenue worth 1 billion euros. Savings in administration and from the reduced need for other forms of support is moderately estimated at a few hundred million euros. Basic income makes it possible to add income transfers for the minimum pension security and the child benefit for 17 year olds. The estimate of the costs and effects of the model in a static situation is based on a micro simulation model with 2004 statistics as the point of comparison. In our model, the changes in the national economy 2004-2007 have been taken into consideration. The picture of the static effects of basic income drawn by micro simulation gives guidelines and implementing the model will require wider state funded research into the more detailed effects of basic income. 


The share of tax of the total income grows as earnings from work increase. Until 1 000 euros the total income is greater than the earnings (with 1 000 euro earnings, 1050 euros is left in hand, the real tax percentage is thus  -5%).  After that taxation gets gradually tighter.  From 7 000 euro earnings 4150 is left after the basic income and the real tax percentage is 36%. That is quite close to what it would be today. (On top of the tax shown is added the social insurance payments, which currently are at just under 5%)

( Title: Basic income and taxation on certain incomes. Kokonaistulot = Full income. Työtulot = Work income. Veron osuus työtulosta = taxed part of income. Käteen java osuus työtulosta = Net earnings from work income. Perustulo = Basic income)

3. The effects of basic income on everyday life and the national economy.

In a static comparison the Green Basic Income Model slightly narrows the income distribution gap. Majority of people stand to gain from basic income. The greatest direct gain comes to the low income wage earners and to an extent the middle income group. The wealthiest will see their incomes diminish slightly. Comparison between different social groups shows that in all groups there are more people who will gain economically from basic income than those who will loose. Besides the static comparison, the effects of basic income on people's behaviour has to be considered. Even though the aim of basic income is not to radically redistribute wealth in society, its effects will be great on the everyday life, the job market and state administration.  The Greens believe these changes will enhance people's ability to control their own life and welfare and make work more meaningful and profitable.

Basic income makes subsistence truly a civil right, not a something to be applied for. It is inherent in Finland's current social security structure based on means and needs discretion that the citizen has to continuously prove that s/he is in the need of the benefits. Especially the least privileged, who are the neediest, get often lost in the jungle of benefit bureaucracy. Basic income would be a just way to reach all who need support.

It frees people living on social security from chains of regulation and bureaucracy and gives incentives to seek additional income from work or to turn a hobby into work as even small amount of additional income is enough. Unlike today, the unemployed would be free to take on part-time work or one off jobs and all these would increase income without the risk of loosing benefits.

Another problem with discretionary benefits is that it often takes a long time for the applications to be processed. For a person living hand to mouth waiting a couple of weeks for a benefit may cause serious problems. For example the use of the accommodated unemployment allowance has been hampered by it taking so long to arbitrate the unemployment benefit with earnings and slows the actual paying of the subsidy. The strength of basic income is its regularity and unambiguous nature. 

The current social security structure may serve to passivity people. Basic income can help shift emphasis to active participation. The Greens see it necessary to combine basic income with an active social and employment administration. The least privileged should not be left to make do on their own with basic income either. Help has to be given to all who need it.

The need for the subsistence support and housing allowance decreases in our model, but they still serve as discretionary benefits for those who do not get additional earnings on top of basic income. Their reception can be combined with personal support and guidance. The state thus  continues to have means to encourage or obligate marginalised people to participate in society. One goal of our model is that as the administrative bureaucracy decreases, personal support and guidance can increase. Besides the subsistence support and housing allowance, we will still need active employment policy, though basic income itself is a major factor in it.

Basic income increases people's freedom. The citizens can choose more freely than now, whether they work full-time, are on nursing leave, study or start a business of their own. Nowadays choices such as these are complicated by the change of people's status in relation to the income transfers of the welfare state.  Basic income makes managing one's life and making choices easier, it provides a better foundation for making the career moves one wishes to make.  It makes it possible to plan phases of life on a soft curve, to cut back hours to spend time with one's family and close ones. It also supports people wanting to take a sabbatical for continuing education or to learn new skills.

Basic income encourages people to be creative and entrepreneurial as it lowers risks. In many ways entrepreneurs are beyond reach of the current social security. Basic income would narrow the security gap between wage earners and entrepreneurs. The effects of basic income would show in the surge of different forms of self employment, alternative forms of corporation and  new professions. Thus it increases opportunities for work that feels truly meaningful and important. It provides for more opportunities for work that emphasises quality of life, culture and creativity. Basic income would enhance the position of artists and researchers and would therefore also be a significant investment in our civilisation. Knowledge and new innovation are of increasing importance in our social and economical development. New innovations are born in all sectors of society, not only in salaried employment. That is why it is not fair that the wealth created by those innovations would be dealt out only to those earning a salary. Work in various non-governmental organisations, movements or at one's own workshop benefit society as a whole and basic income give people an opportunity to invest their time into such activities.

Basic income increases the job seekers bargaining power. Because work does not have to be accepted, a job seeker can compare job offers and make employers compete. Unpleasant work has to then be better paid and it is easier for the employee to affect the terms and conditions of work. Basic income, however, makes giving work cheaper as well because part-time or low paid work – if the employee is willing to take it – can provide a reasonable subsistence.  Basic income enhances the possibilities of low productivity sectors to employ, which helps especially the service sector. 

The system of collective bargaining remains with basic income and it does not weaken the tri-lateral process or the labour unions. The arguments of the critics of basic income, that the model would weaken the position of the workers has no factual basis, as does not the claim that basic income would lead to an increase in low income and part-time work by a dictate from the employer side. On the contrary basic income based social security would give more people an opportunity to find regular work and thereby also a chance to benefit from the services of the labour unions, which help secure the employees position. Basic income would help secure the position of the precarious temporary workers on the job market, a major goal of the unions.

In a global economy corporations are quick to move their operations from one country to another and can lay off people on basis of quarter earnings. Decreasing number of people have secure employment and that is why a guaranteed basic subsistence will help bring stability and predictability to life.

Many fear that basic income will encourage idleness and living off of others. This is not the case because basic income alone is not sufficient for long term subsistence alone. Even now the obligation to accept work functions only on paper: in practise the unemployed do not need to take a job they do not want. It is already now possible to live on social security benefits without working, in this sense basic income would not change matters. On the contrary the effect on the national economy can be expected to be positive when unemployed people who in the current system are marginalised and passivity can take on part-time and one off jobs without fear of loosing their support.

The same goes for the young people. Some have suggested that basic income will give the youths a wrong type of an incentive which will reduce their willingness to work or study.  So willing, a young person can live on welfare now. Instead of aggravating this problem, basic income will rather give young people a better economic opportunity to make career or study choices according to her/his own interests and abilities.  The Basic Income Model reduces the need for students to take jobs unrelated to their area of study and gives them a chance to concentrate on their studies. This helps increase social equality and an education available to all irrespective of their family background or parents' wealth. In further research on the model, special attention should, however, be given to the behaviour of the youth within the Basic Income Model.

Simplifying taxation makes it easier to estimate one's own actual income. It also allows the tax authorities to concentrate more on rooting out the black market: tax evasion will not be as easy under simplified taxation as it is now. 

Adopting the Green Basic Income Model will most likely create positive dynamic effects for the national economy. Making entrepreneurship easier and own income work more profitable will help employment. Basic income is also a partial solution to the labour shortage expected in the future: as the profitability of work increases, a larger segment of the work aged population can participate on the job market in a meaningful and economically worthwhile manner. Basic income cuts back bureaucracy of authorities dealing with student allowances, social security, employment and taxes, saving money for both the state and the municipalities. Certain negative dynamic effects can also be expected as it becomes possible to shorten hours. We see this as an important investment in quality of life, especially for people with children.  

On a whole we expect these dynamic effects to increase income and curb expenses of the state. The nowadays all too common complete marginalisation from the job market is very expensive, not least because of the piling up of social and health problems which often result. After the Basic Income Model has been implemented can the profits of its dynamic effects be used for increasing the level of basic income or other benefits. Alternatively it can be used to lower taxes. Both of these things can also be done if the emphasis on taxation is shifted even more to taxing pollution.

Basic income is a step towards a free and fair society in, which people are guaranteed, as the constitution requires, a reasonable subsistence. With that people can than choose whether they are satisfied with a more meagre lifestyle on basic income and small added earnings, or whether they want to strive for a higher standard of living. The level of basic income is so low that the choice of the few to live on just basic income and small added earnings causes no significant costs for the national economy. 

4. Steps towards the Basic Income Model

Basic income is a significant reform of income transfers and taxation. It is absolutely clear that implementing it will require one electoral term during, which the details of the plan can be worked out in depth. Our social security and taxation has to be developed already in the meantime to better meet the needs of the people. That is why we want to propose a number of measures, which will have basic income like features of making social security and taxation more fair and giving incentives to work.

The measures described below can serve as steps towards basic income: 

1. A tax break for the low wage earners – no tax on monthly earnings under 1 000 euros

· Low productivity work has been made unprofitable. A tax break for the low income earners would alleviate poverty and make work more worthwhile for the employee, the same way basic income would. The tax reduction for the low income group would also mean lighter taxes for the middle income earners (taxes would reach their current level at monthly earnings of  2 800). 

· This tax break costs about 1 billion euros, which is covered by environmental taxes according to the green tax plan (including windfall tax for the energy companies, packaging tax and auctioning the emissions quotas). This is proposed in the Basic Income model itself.

 
2. Bringing cohesion to the social security system and enhancing basic security

· One consistent basic security with a clear criteria for granting it (labour market subsidy, student allowance, basic daily allowance for the unemployed, minimum sickness allowance, minimum parental subsidy, national pension, nursing subsidy). It is unfair that people who have low incomes for different reasons are put  at asymmetrical, unequal situations. The level of basic security has to be raised and the minimum pension of 600 guaranteed.

3. Making it easier to combine social security and work

The social security structures have to be reformed so that accepting work (including part-time work and one off jobs) makes economic sense for the job seeker. This reform has to be realised so that it gives incentives rather than punishes people on welfare -->  social benefits should be reduced significantly less than what is left in hand from the salary (the low income tax break advances the same goal). Problems especially arise with the housing allowance which needs to be urgently reformed. 

4. Strengthening social security for entrepreneurs and people working on grants

· Social security for entrepreneurs, their spouses and artists and researchers working on grants is not level with the wage earners' security (the lack of earnings based pension and the tighter rules for getting unemployment or subsistence supports) Entrepreneurship and creative work should be supported by bringing the right to security on to the same level with the wage earners.
Basic income (€/mo)�
Earnings from work


�
Tax on the earnings (39 % under 5 000 €/mo+ 49 % over 5 000 €/mo)�
Earnings after taxes�
Total income after taxes (earnings + basic income)�
Real tax bracket*�
�
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The green basic income model and social security:





Basic income is 440 euros.  Basic income replaces all the minimum social security benefits except the national pension (the labour market support, the basic daily allowance for the unemployed, the minimum sick pay, the minimum parental subsidy, students' allowance, nursing allowance etc.), Because basic income is a tax-free benefit, it is greater than all the aforementioned benefits.


For pensioners basic income is included in a minimum tax-free pension security of 600 euros. For those whose pension is over 600 euros, basic income is combined with earnings based pensions, the national pension and taxation so that the in-hand income remains at current levels. If after receiving basic income a pensioners incomes are under 600 euros, the state pays the sum of the difference. This betters the position of the lowest income pensioners. It is justified for the pensioners to be guaranteed a higher basic security as they are not expected to participate on the job market.


Subsistence support and housing allowance remain to compliment basic income according to need. The microsimulation study shows that the need for subsistence support and housing allowance decreases with basic income. These supports are retained, however as needs and means discretion based benefits for those who do not have possibility to work. They are maintained at their current level, but need to be reformed to encourage work by reducing the negative effect of earnings on the benefits. The benefit should be cut gradually instead of once and for all. The complicated housing allowance structure needs a comprehensive refom.


Past-earnings based benefits are accomodated into the basic income system so that the level of in-hand income remains constant (earnings based unemployment security, parental benefits, sick pay, earnings based pensions) The level of benefits based on past earnings need not to be altered within the basic income reform. They should be accomodated into the new system so that the income level of the recipients remains unchanged.


Child benefit is paid to 17 year olds as well, otherwise it remains at current level. Thus nobody falls out of the safety net at that conjuncture, the support of child benefits is exchanged for basic income at 18.


Basic income simplifies adminisration and saves money. It cuts back social- and unemployment bearaucracy, leaves more time and resources for actually giving advice to those in need of help, and it saves money. Number of personnel in the social- and unemployment administration can be reduced through retrement.





The Green basic income model is a moderate way to make income distribution more equitable: (based on the microsimulation 


The incomes of the poorest ten percent increase relatively the most 


On average incomes in the middle income group increase slightly


Incomes of the wealthy, especially of the richest 10 % decrease somewhat


In 2004 the net incomes of the poorest 10% of households represented 17,2 % of the incomes of the richest 10% of households. In the green model the same comparison would show the poorest earning 19,5 % of what the richest earn.


The model reduces the number of households living in poverty by 6% (households with incomes less than 50% of the median) 


The guaranteed minimum pension, which will help the poorest pensioners and further reduce poverty, was not included in the simulation. 


In addition the ability of the people in the lower income group to easier  raise their income through work enhances their relative position.








How the green basic income model affects taxation:





Move to a two tered income taxation:


Annual income of 60 000 euros (5 000 € / mo) and under is taxed 39 %. 


For the part exceeding  60 000 euros is levied a 49 % tax. 


(consists of both national and municipal taxes. The number given here is a national average, but the actual municipal tax will vary from one municipality to another.)


Besides taxes, social security payments continue to be made from salaries. At the monment they are about 5% of the salary..


Capital income tax for private persons will be 32%.  By raising capital income tax slightly, we mainly fund the basic income paid to those receiving incomes on capital. It serves to equalise income distribution slightly and moderately levels the disparity between taxes on work and capital.


The number of tax deductions is cut back. Costs that remain tax deductible are interest payments on student loans and residential mortgages, domestic services (repairs, cleaning etc) and occupational costs, such as tools and work clothes, costs of commuting to work and union membership payments.


Environmental taxs are raised by 1 billion euros (the green tax plan includes: tax on the windfall profits from emissions trading, tax on packaging and auctioning the emissions quota). By raising the level of ecologically justified taxation, we are able to lower taxes on work not only of the low-income group, but of  the middle income people as well.





 The reforms we propose secure a fairer, clearer and more predictable taxation. Income tax combined with basic income means lighter taxation for most. Basic income attached to a tax reform – including ecological taxes and the slight raise of capital income tax – means a bit more money for the low to middle income group and a bit less for the well to do.





Winners and losers of the Green Basic Income Model in a static comparison:


(Theses estimates are guidelines based on statistics from 2004, not the exact situation today) 


Students gain the most from basic income. Because social security is currently clearly weakest for students than any other group, they gain significantly from basic income. According to the microsimulation 90% of students gain and only 2% stand to loose from when the basic income model is implemented. 


70% of blue collar workers will gain from basic income. For most of the rest the effect is neutral, less than 10% loose.


More than half of the white collar workers gain from basic income. For a third the effect is neutral, the rest loose some.


For entrepreneurs the effect is double edged: more than half , particularly those with small businesses, win. The richest third of the entrepeneurs face income losses.


The poorest pensioners gain from basic income. For the rest it has no effect on income.


Almost half of the long term unemployed gain, for almost half the effect is neutral, about 10% loose.


In all groups there are more winners than losers.


More than half of the adult population stand to gain from basic income.











 What do we need basic income for?





1. To secure welfare in a new world


The increased precarity of work reflects on people’s basic security. The current social security system was an ingenious accomplishment in an industrial society characterised by  stability and long-term employment available for all. It is ill-suited to to meet the challenges posed by the new global division of labour. It leans too much on employment history, leaving the security for the unemployed, project workers and temp workers too weak. Despite good intentions, our current social security system does not encourage people to go forward; instead it classifies people based on family background and employment history. The system has to be modified to meet the changed needs of our time. Basic income strengthens security for people, at the same time providing new opportunities to work.


 


2. To further a creative and entrepreneurial economy


Information production and skills are at the core of the new economy. The current system does not, however, encourage people to creative risk-taking and entrepreneurship. Many services are taxed unprofitable. Basic income gives the entrepreneurs security and encouragement to try one’s own hand. It enhances the possibilities to fully realise and utilise one’s own abilities in a creative way that produces new skills. Basic income betters the security of those outside traditional salaried employment, such as researchers and artists. It is an investment in creative economy and cultural services.��3. Basic subsistence is a right that need not be applied for


The Finnish constitution guarantees the citizen’s right to basic subsistence. In practise the intention of the constitution is not realised as basic subsistence has to be applied for and is granted based on discretion of the authorities. With the basic income people’s security is strengthened and they are released from the chains of bureaucracy. The value of a human being is inalienable.  Basic income gives a person marginalised on the job market a fresh opportunity to participate in society. The current social security model treats people in different situations differently – basic income would be fair to all.


 


4. Social security needs fair rules that give incentives to work


The current social security model forces people into idleness - combining social security benefits and work is made practically impossible. Even small earnings reduce benefits. An added problem is the ''bureaucracy trap'': finding a job at first increases the cash in hand , but later, when the money has already been spent, the benefits are collected back. The structure of the current system can lead to a further social inequality: a division between the succesful in permanent employment, the precarious temp workers and the marginalized unemployed. This need not be so. With basic income work becomes always  worthwhile for the employee.





5. Basic income is a just way to share the fruits of our common labours


An individual does not create her/his work or standard of living alone. It is founded on the achievements of the society as whole and generations past. A salary includes a great deal of technical development and acquired wealth. It is ethical to share this wealth to all regardless of individual earnings. Basic income gives youth from less privileged  backgrounds a fairer go at success in work. Basic income is a just and straight forward model, which can't be cheated or misused.





Points of departure for the green basic income:


The 440 euro basic income is paid monthly to every Finnish citizen residing in Finland as a concrete transfer into the bank account.


Basic income is an untaxed benefit, free of obligation that needs not be applied for. 


Basic income income is cost-neutral to the state and the municipalities. It's costs are covered by cutting back other transfers of income, savings in administration and changes in taxation. 


Basic income is realised so that in static comparison the cash in-hand incomes of most people are not greatly affected or they are slightly raised.  


Basic income does not change social distribution of income, but it enhances the situation of the poorest and the least earning employees.





� EMBED Microsoft Graph -kaavio ���








�	 The background calculations of the green basic income model are based on a study commissioned by the green education and research foundation VISILI from specialist researcher Pertti Honkanen. In the study our model has been compared with social security and tax data  from 2004. VISILI will publish a lager article of the results later in spring 2007. Besides the micro simulation, the calculations take account of changes in taxation and the state budget 2004-2007.
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