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Rising inequality, precarious work and fundamental changes to the struc-
ture of the global economy are unleashing new and powerful political forces
around the globe. Many, such as the trend to scapegoat migrants, women'’s
rights and the workers movement are driving decades of social and economic
progress into reverse. In such circumstance proponents of Universal Basic
Income (UBI) offer a new and seemingly positive solution.

Why would progressives not support concepts such as universality and pro-
vision of minimum income guarantees?

Yet many trade unionists and progressives feel deeply uncomfortable with
the idea and have avoided the debate potentially missing opportunities to
promote our solutions and allowing ourselves to be framed as irrelevant to
modern political movements. This guide is designed to allow trade unionists
to confidently engage in the debate so we can promote our solutions, build
new allies and continue to be relevant to workers across the world.

At the heart of the critique of UBIs contained in this brief is the failure of the
most basic principle of progressive tax and expenditure, which can be sum-
marised as “from each according to their ability, to each according to their
need”.



Whereas universal benefits such as healthcare or unemployment payments
are provided to all who need it, UBI is provided to all regardless of need. In-
evitably it is not enough to help those in severe need but is a generous gift
to the wealthy who don't need it. It is the expenditure equivalent of a flat tax
and as such is regressive. But the consequences are more than a question of
principle.

The estimates of funds required to provide a UBI at anything other than token
levels are well in excess of the entire welfare budget of most countries. If we
were able to build the political movement required to raise the massive extra
funds would we chose to return so much of it to the wealthiest, or would
it be better spent on targeted measures to reduce inequality and help the
neediest?

What's more such schemes require the total current public welfare budget
to be used. Do we really want to stop all existing targeted programs such
as public housing, public subsidies to childcare, public transport and public
health to redistribute these funds equally to billionaires

And this raises other practical political issues. With a UBI in place many have
argued that the states obligations to welfare will have been met. That people
would then be free to use the money as they best need — free from govern-
ment interference. With such a large increase in public spending required
to fund a UBI it would certainly prompt those who prefer market solutions
to public provision with powerful arguments to cut what targeted welfare
spending might remain.

Arguments put by proponents of UBI to counter these questions usually in-
volve targeting of payments, or combination with other needs-based welfare
entitlements. However, as this report notes, models of UBI that are universal
and sufficient are not affordable, and models that are affordable are not uni-
versal. The modifications inevitably required amount to arguments for more
investment, and further reform, of the welfare state — valuable contributions
to public debate but well short of the claims of UBI.

It is one of the unfortunate mirages of UBI, as clear from the evidence and
trials outlined in this report, that UBI can mean all things to all people. But
the closer you get to it the more it seems to recede. A further, and significant
point for trade unionists, is the assumptions UBI proponents make about
technological change and the effect on workers. The argument that tech-
nology will inevitably lead to less work, more precarious forms and rising
inequality is deeply based on the assumption that technology is not within
human control. In fact, technology is owned by people and can be regulated
by government if we chose. Work is not disappearing — there are shortages
of paid carers and health care workers, amongst others, across the globe.
And precarious work can be ended at any time with appropriate laws. What



is missing is the political will to control technology, and work, for the benefit
of the population. In this regard UBI is a capitulation to deregulation and ex-
ploitation, not a solution to it.

None-the-less questions raised by the UBI debate are important for trade
unionists and progressives. We must not alienate the majority of UBI propo-
nents who genuinely seek to build political power to tackle inequality, support
the welfare state, deal with precarious work and fund public services. To the
extent that the UBI debate is built on answering these questions it is a debate
that we must be engaged in as it provides us with opportunities to put our
case for workers' rights and quality public services as essential planks to deal-
ing with rising inequality. This union briefing provides the extracted evidence
and arguments trade unionists need to be able to take those opportunities by
confidently engaging in this growing debate.

Rosa Pavanelli
General Secretary

Public Services International
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POLITICAL SUMMARY

Summary A - Key Findings

The case for ‘universal basic income’ (UBI), has gathered momentum in re-
cent years. Essentially, it promotes the idea of making regular, unconditional
cash payments to all individuals, regardless of income or status. Many trade
unions have taken an interest in this and some have begun to support it. Ad-
vocates for UBI see it as a way of tackling serious problems that face working
people and their organisations around the world, including the rise of auto-
mation and rapidly changing labour markets, deepening poverty, widening
inequalities and a growing sense of powerlessness.

This briefing considers arguments for and against UBI and examines what
can be learned from efforts to realise it in practice. It describes different
meanings and versions of UBI, reasons why people are attracted to the idea,
likely costs of implementing UBI, arguments against it, practical trials in poor,
middle-income and rich countries, and what evidence they vyield. It brief-
ly describes a range of alternative policies for tackling today’s urgent chal-
lenges, and ends by concluding that UBI is unlikely to fulfil the claims that
progressive advocates make for it and that there are more effective ways of
tackling the problems they seek to address.

MEANINGS AND VERSIONS OF UBI

The idea of UBI is interpreted very widely. Practical experiences of regular
cash payments to individuals in different countries and localities, which are
claimed by some to be versions of UBI, come in many different forms. These
include any combination of:

how often payments are made

how much is paid

where the money comes from

who gets it - what conditions are attached and

how payments relate to other forms of social protection.



UBI is best understood as a patchwork of possibilities rather than a single idea
or policy. It can mean almost anything to anyone, with one consistent theme:
UBI is about giving money to people for the purpose of solving social and/or
economic problems. This is an important starting point for unions who may
be considering whether to support something called ‘UBI' because while in
general unions will tend to support proposals for redistribution of wealth and
increased welfare payments based on need, the ambiguity of many models
requires us to ask: what version is under consideration and in what context?

WHY DO PEOPLE WANT UBI?

Supporters of the idea of UBI fall into three broad and overlapping categories.

those who want to alleviate poverty, reduce inequalities and reform inad-
equate social protection systems;

those who want to enable people to flourish in an automated future —
who include those seeking to increase workers’ pay and conditions, and
their power in the workplace;

those who see basic income a route to radical transformation, who can be
found at both ends of the political spectrum.

Trade union supporters can fall into all three categories. They should be aware
of other political motivations and interests that may not coincide with their
own.

HOW MUCH WOULD UBI COST?

The cost of a making regular, unconditional cash payments to all individuals
in all or part of any country will be very large in all cases. Exactly how large
will depend on how much is paid, to whom, for how long and whether this
is sufficient to live on. Costs will inevitably be higher where there are higher
standards of living so that “sufficiency” costs more.

The International Labour Office (ILO) has calculated the costs of UBI in 130
countries, finding that “for most world regions, the average costs ,,, are in
the range from 20 to 30 per cent of GDP.”

Gross costs can be reduced by paying smaller amounts to each individual or
introducing conditions so that fewer people get paid, but these changes limit
the potential of UBI to realise many of the aims of its supporters: for exam-
ple, a small payment will not be sufficient and a conditional payment will not
be universal; neither variation is likely to provide a route to radical transfor-
mation. Both are probably better understood in the context of progressive
welfare reform rather than support for UBI.

Costs may be offset by abolishing other welfare benefits or tax allowances,
by raising existing tax rates or by introducing new taxes, for example on



unearned income. Net costs nevertheless remain high. For example, mi-
cro-simulations for full, or nearly full UBI schemes in the UK suggest they
would increase welfare spending by more than two-thirds; calculations a UBI
scheme for India, paid at just below subsistence level, would cost around 5%
of GD. Unions will need to consider the practical and political implications of
paying for UBI, the associated trade-offs, and whether it is financially realistic
as well as politically and economically feasible.

WHAT ARGUMENTS ARE RAISED AGAINST UBI?

As campaigns for UBI have gathered momentum, more people in policy and
academic circles have critically appraised it. They mainly address the idea of
UBI and claims made for it, set against the possible implications of putting it
into practice - drawing more on simulations than on lessons from practical
trails (which are severely limited, see below). They argue that:

UBI can entrench low pay and precarious work. It will not improve work-
ers’ pay and conditions, or their bargaining power.

The sums don’t add up: an affordable UBI is inadequate and an adequate
UBI is unaffordable.

The trade-offs are unacceptable: paying for it by abolishing other forms
of social protection would exacerbate inequalities; it would make those
without work poorer and would benefit the very rich. Even if funds can be
raised, money spent on UBI cannot be spent on important causes, such as
quality public services, industrial strategy, renewable energies and carbon
reduction.

It is not a route to effective welfare reform: it would create a powerful
new tax engine to pull along a tiny cart; a targeted social security system
will always be more efficient and equitable.

It is diversionary, draining the political energies of progressives — as well
as funds - from more important causes such as the living wage, boosting
trade unionism, more and better public services, radical change in hous-
ing policy, policies to reduce working time and investment in sustainable
infrastructure.

It is an individualist solution to a shared set of problems: progressives
will look for other solutions, based on solidarity, reciprocity and collective
action.

It supports consumer capitalism, helping people have more access to con-
sumption without altering anything about how production is organised; it
is not an alternative to neoliberalism, but an ideological capitulation to it.
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It is a lazy utopian remedy that fails to address issues of class, economic
ownership and the productive capacity of the economy.

HOW HAS THE IDEA BEEN TESTED IN PRACTICE?

Fourteen practical schemes are briefly described, selected because they have
been referred to as examples of UBI and/or cited as “evidence” of how UBI
can work in practice. They include past, present and prospective trials in
poorer, middle-income and richer countries:

In poorer countries: completed trials in Madya Pradesh, India and Zomba,
Malawi; current scheme in Kenya.

In middle-income country: three current schemes in Brazil

In richer countries: completed trials in in Manitoba, Canada and New Jer-
sey USA; current schemes in Alaska, USA, Finland and the Netherlands;

prospective trials in Switzerland, California USA and Scotland.



Summary B — Key Conclusions

The schemes vary enormously in purpose, type, scale and funding source, as
well as in their political and economic context. Claims that any of these prac-
tical schemes provide “evidence” that “proves” the case for UBI are fanciful.
Key lessons are as follows:

Evidence is severely limited. There is no robust evidence relating to UBI
defined as unconditional, regular cash payments to individuals regardless
of income or status. The schemes have seldom lasted long enough to test
viability over more than a few years. We can learn very little about how
local trials might be scaled up to country level, or about their political and
economic consequences, including impacts on employment, trade and
investment. Most trials are conditional, mainly targeted on low-income
groups, so they offer little or no evidence about the costs or effects of
universal schemes.

Context really matters. In a poor country where there is little or no exist-
ing social protection, a cash payment scheme can play a very different
role from one in a developed country with an established welfare state.
There are also big differences between both poorer and richer countries,
so that it is impossible to read across from one scheme in one country to
anticipate how something similar might work elsewhere.

In poor countries cash payments are used as a development tool. In-
stead of giving aid to national governments or local agencies, money goes
straight to individuals. There is some evidence that this approach has
positive effects in some settings. If the beneficiary has nothing to start
with, even a very small cash payment can make a huge difference. How-
ever, this is rarely evaluated against alternative uses of the funds such as
for public goods, including schools, roads or a safe water supply. There
is no evidence about how long the aid can (or should) be maintained, or
how far it can be extended beyond the trial areas. There are some signs
that positive effects can fade soon after payments cease.

Recipients don't fritter away the payments. There is no evidence that
people spend the money on tobacco or alcohol. In poor countries they
are more likely to spend it on healthcare, education or micro-enterprise.
These findings have important implications for broader welfare reform
debates.

UBI alone cannot build long-term economic self-sufficiency. Small injec-
tions of cash, even if regular and unconditional, will not be enough. Peo-
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ple must also be able to control what happens to them, to have structures
for shared decision-making and access to essential resources.

It would be self-defeating to use basic income schemes to justify rolling
back the state or dismantling public services. Without the “social wage”
provided by collective services, cash payments cannot lift people out of
poverty or improve their prospects for the future. Where services have
been severely squeezed by austerity policies, there is a risk of UBI exacer-
bating that trend rather than rectifying it — offering to replace a collective
system with individual money payments.

If emancipation is the goal, not just ‘inclusion’ or reduction of poverty,
UBI is not the answer. If cash payments become the preferred tool for
social protection, there is a serious risk of crowding out efforts to build
collaborative, sustainable services and infrastructure — and setting a pat-
tern for future development that promotes commodification rather than
emancipation.

There is no evidence that UBI is an effective way of reforming welfare
systems in richer countries. The main barriers are the vast costs of main-
taining UBI alongside high quality public services and top-up measures
to meet specific needs, and the difficulty of winning political support for
meeting those costs.

UBI can help women and reduce gender inequalities, but may also have
negative impacts. There is some evidence that women receiving basic
income in poor countries are more likely than non-recipients to have a
say in household and financial decisions, and benefit disproportionately
in terms of education, nutrition, health and finding paid work. In richer
countries, receiving cash payments has enabled some women to choose
not to seek paid work, usually where they have caring responsibilities.
Whether this is genuinely liberating for women, or traps them in domes-
tic roles and limits their opportunities, depends on a wide range of other
factors.

Funding for cash-payment schemes comes from different sources. Most
often, it comes from development agencies or charities in poorer coun-
tries, and from taxation in richer countries.

Power lies with the funder. People receiving cash payments funded
through development agencies or charities have little or no power to in-
fluence terms and conditions, including how long payments continue or
how widely they are spread. Where payments are funded through taxa-
tion, this amounts to a single and extremely powerful lever in the hands
of the state, making recipients especially vulnerable to changes in cash
transfer policies.



Making cash payments to individuals to increase their purchasing power in
a free-market economy is not a viable route to solving problems caused or
exacerbated by neoliberal market economics.

There is no evidence that any version of UBI can be affordable, inclusive,
sufficient and sustainable at the same time

There is no evidence that UBI will help to increase the bargaining power
of workers and trade unions or solve problems of low pay and precarious
work.

Rapidly changing labour markets, inadequate welfare systems, poverty, in-
equality and powerlessness are complex problems that call for complex
changes on many levels: there is no “silver bullet” of the kind that UBI is
often claimed to be.

The campaign for UBI threatens to divert political energies — as well as
funds — from more important causes.

It is necessary and possible to raise funds to bring greater security, oppor-
tunity and power to all people, but the money needed to pay for an ad-
equate UBI scheme would be better spent on reforming social protection
systems, and building more and better quality public services.

Many (although not all) proponents of UBI see it as a means to fix problems
that unions care about. Thus the UBI debate creates important opportuni-
ties for unions to advocate for quality public services, progressive labour
and welfare reform.

However, unions should be careful when intervening in these debates that
they do not unnecessarily alienate those proponents of UBI who are po-
tential allies.

13
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CHAPTER ONE:

UBI: AN INTRODUCTION

Universal Basic Income is a hot topic. Some of its leading advocates have
been building support for the case for many decades. Over the last 3-5 years,
the campaign for UBI has gathered considerable momentum. In the UK, for
example, the Labour Party has convened a working group to explore its fea-
sibility; in the US, Silicon Valley billionaires have launched privately funded
UBI experiments; and in Malawi, World Bank economists are emerging as
keen supporters of one version of UBI known as Unconditional Cash Transfers
(UCT)=. Its new popularity has begun to stimulate some trenchant criticism
from policy makers, economists and academics — on ideological and practical
grounds. The debate around UBI symbolises a central dilemma in contempo-
rary politics. If the goal is to tackle today’s problems of growing inequalities,
job losses from automation and insecure livelihoods, is this best achieved by
giving money to individuals, or by acting collectively, pooling resources and
sharing risks? Can these approaches be comfortably combined, or do they
conflict with each other?

These are crucial questions for trade unions, because they have direct impli-
cations for workers’ rights and conditions, for the quality of life of members,
and for the pursuit of equality and social justice. This briefing is intended to
inform PSI and its members about current debates around UBI and to help
the address political and practical questions that arise from them.

We start by setting out different ways in which the concept is described
and applied. We then explore reasons people give for wanting UBI: what
are the problems they claim it will solve? Next, we examine likely costs and
then bring together recent critiques of UBI, setting out the ideological and
practical reasons for rejecting it. We review a range of case studies, where
different versions of UBI have been tried out in practice and explore how far
—and why - these support the case for or against the idea. We end by exam-
ining alternatives: are there better ways to tackle problems identified by UBI
advocates while also responding constructively to its critics?

15
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CHAPTER TWO:

MEANINGS AND VERSIONS

Most advocates agree that UBI can be defined as a sum of money paid to
every individual, regardless of their income or employment status. According
to the Basic Income Earth Network (BIEN), UBI is cash paid at regular inter-
vals to all individuals, unconditionally.

On closer inspection, the term is almost infinitely flexible. As leading advocate
Guy Standing says, “this deceptively simple definition nevertheless needs un-
packing”.

The idea of universality is widely accepted in theory but rarely applied in
practice. UK campaigner Malcolm Torry argues for payment to all as a “right
of citizenship”, which he defines as having fulfilled “a minimal period of legal
residency”. Most practical experiments (as we shall see) have been confined
to a selected group of people meeting one or more specified criteria, usually
by having income below a certain level or living within a particular locality.

Some insist that a basic income must be sufficient: the cash must be enough
for an individual to live on. Others settle for a much smaller amount, usually
coupled with a promise to increase it in future. Most practical experiments
have given payments below — and often well below - the poverty line of the
country in question.

There are other variations, including payments to women only and payments
made over a limited period of time.

In addition, there are different mechanisms for paying money. These have
been described, variously, as a “social dividend” model, where regular pay-
ments are made from a public wealth fund derived from shared resources,
such as oil revenues; a “stakeholder grant” model, where lump sums are paid
at certain life stages, such as at birth, leaving school or entering retirement;
and a “pension” model, where sums are paid regularly over part of most of a
lifetime. Schemes that are similar to UBI include Negative Income Tax (where
the tax system claws back the basic payment as an individual’s earnings rise),
Unconditional Cash Transfers (where payments are made to those identified
as being in particular need) and Helicopter Money (creating new money to
stimulate the economy by giving people more spending capacity in times of
economic downturn).



Funding sources vary too, including income tax, wealth tax and public wealth
funds, redirecting existing social protection funds, development aid budgets
and donations from non-government organisations and charities.

In summary, proposals for UBI as well as practical experiments suggest that
putting the broad idea of “universal basic income” into practice could be
claimed to comprise any combination of the following:

Regularity of payment
Weekly
Monthly
Annually

At one or more specified life stages
Payments over a limited period.

Payment level
A full scheme sufficient to satisfy all basic needs
A partial scheme able to satisfy some basic needs

A very small amount that cannot satisfy needs but stands as a gesture
towards the principles of UBI

A very small amount combined with a promise to increase later.

Means of funding
Publically owned resources invested in a shared ‘wealth fund’

Income tax reform, such as abolishing personal tax allowance and/or in-
creasing tax rates across some or all bands

New taxes such as land tax or wealth tax

‘Helicopter money’ created by central bank (quantitative easing)

Redirection of existing funds for welfare payments

Development aid budgets

Philanthropy
Conditionality: paid to every individual in a country, or
conditional upon

Citizenship or legal residence

Residence in a particular locality within a country

Level of poverty or membership of a designated social grouping

Compliance with required behaviour, which could include political par-
ticipation, sending your children to school, using or observing laws or

customs
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Using the money in a particular way, such as investing in a shared fund or
buying only nationally produced goods and services

Impact on existing welfare systems
Replaces existing social protection schemes
Topped up by means-tested benefits

Replaces public services (or the need for them, where they do not exist)
Added to existing benefits and services.

Looked at this way, the idea of UBI is a patchwork of possibilities rather than
a single idea or policy. This has the advantage of being a broad church that
many can join, since it can mean almost anything to anyone. It lacks defini-
tion and the term hides a range of opinions among its advocates about what
is, and is not, truly ‘UBI" and which versions are, or are not, really feasible.
There is, however, one consistent thread that runs through every element of
the patchwork: UBI is always about giving money directly to people to help
solve social and/or economic problems.



CHAPTER THREE:

ARGUMENTS FOR UBI

The ambitions of those who support the idea of UBI fall into three broad
and overlapping categories. The largest belongs to those who want to al-
leviate poverty, reduce inequalities and reform inadequate social protection
systems. Next, there are those who want to enable people to get by or even
flourish with little or no paid employment, either by choice or necessity, in an
automated future, including trade unionists who want to strengthen workers’
bargaining power. Finally there are visionaries for whom basic income both
symbolises and effects radical transformation: they can be found at both
ends of the political spectrum.

ADDRESSING POVERTY, INEQUALITIES AND INADEQUATE
SOCIAL PROTECTION

Supporters of UBI who have these ambitions tend to be on the political left.
They usually want to provide cash payments that are sufficient to lift people
above the poverty line of the country where they live, and improve levels of
health and wellbeing. They appreciate that a universal payment will mean
much more to those on low incomes, hopefully enabling them to pay for
essentials such as food, clothing, housing and — in countries where public
services are limited or non-existent — schooling and healthcare. This way,
UBI may help people escape the ruinous consequences of falling into ‘debt
bondage’. The UK trade union, the GMB, takes the view that UBI “has the
potential to offer genuine social security to all while boosting the economy
and creating jobs”.®

Where UBI is paid to all individuals in a given area, it may provide women with
economic power they did not previously have — freeing them, partly or wholly,
from dependence on men. Where separate payments for children are part
of a UBI scheme, these may play a significant role in reducing child poverty.
In some countries, the payments may also enable people to start their own
businesses and build economic independence over time.
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These ambitions are reflected in a number of pilots in countries such as In-
dia, Kenya and Malawi as a form of development aid and usually focusing on
groups selected on grounds of severe economic disadvantage.

In richer countries with existing welfare systems, UBI is presented as a way of
simplifying social protection, eliminating means testing and avoiding anxiety,
state surveillance, stigma and ‘benefit traps’ associated with the process of
claiming income support.

GETTING BY OR FLOURISHING IN AN AUTOMATED FUTURE

The prospect of a shrinking job market due to increased automation has
swollen the ranks of UBI supporters in recent years. Many, including trade
unionists, see UBI as a way of mitigating the social and economic downsides
of technological change. They anticipate a rapidly diminishing supply of paid
work as machines take over — although opinions vary about the extent of this
effect. Ray Kurzweil, director of engineering and chief futurist at Google,
predicts that UBI will spread worldwide by the 2030s as artificial intelligence
wipes out jobs®. Others predict that strong growth in some sectors will coun-
terbalance job losses in other sectors’. Martin Ford, author of The Rise of
the Robots: Technology and the threat of a jobless future, reckons that three
kinds of employment will remain resilient: jobs that are creative, relational
and responsive to emergencies®. Ultimately these predictions are based on
the assumption, and normalise the myth, that the economy exists outside of
the control of people, when in fact the economy is created by people who
could chose to stimulate employment in the badly needed sectors of health,
education and environment if they so desired.

For some trade unionists, UBI offers a way of strengthening workers’ bar-
gaining power, so that they are better able to improve or safeguard pay and
conditions, or resist redundancies or other changes that would make them
worse off and less secure. They envisage cash payments making it easier for
workers to withdraw their labour, because they would have a basic income to
fall back on, or could use some or all of the cash to help build up a strike fund.
UBI is thought by some to mitigate the financial risk of a volatile labour mar-
ket, by creating a buffer for workers who have to move frequently between
jobs, who work under “zero-hours” contracts or who are trying to set up and
run their own business. The founder of India’s Network for Basic Income, Sar-
ath Davala, argues that UBI would provide security to a growing precariat®.

Whether or not automation threatens the “end of work”, some advocates of
UBI see it as a way of liberating people from the drudgery of paid employ-
ment, enabling them to use their time for leisure, learning, caring and creativ-
ity. Contemporary political theorists such as David Graeber see UBI allowing
people to escape from ‘bullshit jobs'°.



RADICAL TRANSFORMATION

For some of its progressive advocates, UBI is part of a vision of a new so-
cial settlement where poverty is eliminated, where everyone has a secure
income, where unpaid work is valued on par with paid work, and where ine-
qualities are history. For UK Green Party leaders Jonathan Bartley and Car-
oline Lucas, it is an “exciting idea because it will help us form a clearer idea
of what constitutes welfare, good work and human flourishing, and it would
help us towards a more balanced economy which acknowledges what is truly
‘productive’ in its broader sense’”."" UBI is rarely seen as the only lever to
achieve these goals: it is usually envisaged as running alongside a range of
progressive reforms as well as more and better public services.

At the other end of the political spectrum, UBI advocates envisage a future
without much paid work, where social unrest is avoided by individuals hav-
ing (just) enough money to buy what they need in the market place. Public
services and social protection systems are not required and tax rates are
low. The state has a minimal role to play apart from making cash payments.
Charles Murray, leading proponent of the US libertarian right, argues that it is
time to stop the government paying out huge amounts of money on income
transfers: “we should take all of that money and give it back to the American
people in cash grants”'2.
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CHAPTER FOUR:

HOW MUCH WOULD IT COST

To calculate the gross cost of any UBI scheme, one must decide what kind of
scheme it is, with what combination of variables (described earlier): who gets
it, how much is paid, under what conditions and at what intervals. It is then
possible to calculate net costs by deciding which other costs will be cut and/
or how additional funds can be raised for the purpose. Costings will vary be-
tween countries: those described here may simply help to indicate the scale
of expenditure likely to be involved.

The International Labour Office (ILO) has calculated the costs of UBI in 130
countries, at a level sufficiently high to reduce poverty and ensure at least a
basic level of income security for all. It used two scenarios, one thatpaid a
basic income at 100 per cent of the national poverty line for all adults and
children, one that did the same, but with income at 50% of the poverty line
for children up to the age of 15. It found that “for most world regions, the
average costs of both scenarios are in the range from 20 to 30 per cent of
GDP.” For low-income countries, the cost was “dramatically higher”."?

The distinguished British economist Tony Atkinson envisaged a “Participation
Income” that would be paid to all who were considered to be making a “use-
ful” contribution to society - whether through work, care or volunteering'.
He modelled a number of schemes, designed to be revenue neutral, adding
no extra costs to the total bill for welfare payments. This involved abolishing
personal income tax allowance and existing benefits for children and lone
parents, making other benefits taxable and retaining means-tested benefits
while including participation income in the assessment. Atkinson estimated
that a revenue neutral payment of £37 per week (worth £74.37 in 2018)
would require a 10 % increase across income tax bands'®. Building on this
work, Cambridge economist Holly Sutherland has argued that in order to pay
a revenue neutral UBI at 40% of the weekly average income, a flat rate tax of
53.4% would have to be imposed’®.

In his later work, Stumbling Towards Basic Income, Atkinson calculated that
the gross cost of a Universal Basic Income would be £33bn, to be added to
the cost of existing welfare payments. To fund it he proposed increasing tax
by 7% for the basic rate and 9% for the higher rate, or introducing a flat rate



of 40% for all. The net cost, which would still need to be added to the cost of
existing benefits, would be £4.6bn, amounting to 0.28% of GDP."”

Further calculations have been offered by UK organisations campaigning for
UBI. In 2015, Malcolm Torry of the Citizen's Income Trust put forward a mi-
cro-simulation for a UBI scheme that would pay £60 per week to adults of
working age and maintain some existing benefits. He calculated that this
could be rendered revenue neutral by increasing income tax by 3% across the
three existing tax brackets'®.

In 2016, the pressure group Compass modelled a further range of schemes.
The most generous of these, which involved payments of £151.20, £73.10
and £44.30 per week for pensioners, adults and children respectively, ab-
olition of almost all existing benefits and pensions, and increased tax and
national insurance rates of around 10%, was estimated to cost £43 billion.

Luke Martinelli of Bath University has conducted micro simulations for the
UK. In the most generous scheme he considers, UBI is set at the level of ex-
isting welfare benefits, with extra payments for people with disabilities: This
would cost £326 billion, or approximately one and a half times all current ex-
penditure on welfare payments offset by tax and national insurance. A much
more modest scheme which pays everyone the equivalent value of the UK
personal tax allowance (worth £2,200 a year in 2017/18), while abolishing
the allowance itself, and paid in addition to existing welfare benefits would
have a net cost of £140 billion™®.

The International Monetary Fund has explored the feasibility of implementing
a national UBI scheme in India. It found that replacing existing subsidies for
food and fuel would improve coverage of low income groups but would not
make the system more progressive because top income groups would also
benefit?®. In addition, if a UBI scheme were to replace in-kind benefits in In-
dia, on average, 50% of households in the bottom four income deciles would
face a 6% income loss. A survey conducted by the Indian Ministry of Finance
found that for UBI in India to be affordable, it would have to exclude the top
25% of earners and be paid at just below the official poverty level?'. Overall,
it was found that a UBI scheme at just below the subsistence level would cost
around 5% of GDP?#2,

For the US, a “back of the envelope” costing for the journal Basic Income
Studies, found that a UBI scheme paid at the official poverty line, combined
with a 50% flat tax rate, could be funded for around $539bn a year, which
is around 25% of current welfare spending and 2.95% of GDP?3, The author
acknowledges that the calculations are “simplified” and does not explore how
to integrate UBI into the existing tax and benefit system, or consider what if
anything UBI would replace®“.
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CHAPTER FIVE

ARGUMENTS AGAINST UBI

There are strong arguments against UBI. It is thought to have negative im-
pacts on workers and to cost too much, absorbing funds that would be better
spent in other ways. It diverts political energies from more important issues
and shores up neoliberal ideology.

IMPACTS ON LABOUR

Trade union critics note the danger of UBI entrenching low pay and pre-
carious work. It could effectively subsidise employers who pay low wages
and — by creating a small cushion for workers on short-term and zero-hours
contracts - help to normalise precarity. The German Trade Union Federation,
the DGB, has said of UBI: “It's no solution to shunt somebody aside with a
standstill reward just because people cannot be offered any decent jobs an-
ymore... [it's] a complete disorientation”?*. In the face of a rapidly changing
labour market, the DGB has called for greater funds to be invested in quality
public services?®.

COSTS AND AFFORDABILITY

Some of the most trenchant criticisms of UBI focus on its costs and afforda-
bility. The higher the level of payment, the greater the amount of additional
funds needed to pay for it — and vice versa. This is neatly summed up by
Martinelli who concludes from his own microsimulations (see above): “an af-
fordable UBI is inadequate and an adequate UBI is unaffordable”.

There are inevitably winners and losers and the effects are not necessarily
progressive. If means-tested benefits are abolished to help pay for UBI, then
some of the most vulnerable people on low incomes are bound to suffer. If
income taxes are raised across the board, workers on low pay are likely to
lose out. In one scheme modelled by Martinelli, both child and working age
poverty fell by around 14-15% and the Gini coefficient by 5.5%, yet there
were still “unacceptably high proportions of households losing out amongst
lower income deciles”?,

David Piachaud, leading expert on social security, is highly critical of the claim
made for basic income that he calls the “justice of unconditionality” and ar-



gues that “a targeted social security system was, is and always will be more
efficient and equitable than a full Basic Income”?%,

TRADE-OFFS

If public money is to be spent on an adequate UBI, that would almost certain-
ly reduce funds available for spending on public services and other functions
that safeguard wellbeing and reduce inequalities. The results are likely to be
counterproductive. The International Labour Office (ILO) points out that UBI
should complement — and never displace — “the budget for core social secu-
rity, health, education, active labour market policies and other crucial social
services ... A UBI by itself is insufficient to provide a stand-alone solution to
redress an ever more unequal primary distribution of incomes; to the con-
trary, unless embedded into a coherent policy framework that takes these
broader factors into account, a UBI may exacerbate inequality and damage
inclusive growth and social justice”?®. In any imaginable scenario, funding a
sufficient UBI would be incompatible with funding the full range of public pro-
vision that would need to be included in that “coherent policy framework”.

Jonathan Portes, Professor of Economics and Public Policy at Kings College,
London, points out that, “while basic income can smooth work incentives, it
cannot get over the trade-offs inherent in any tax and benefit system.” At
most plausible tax rates, says Portes, a basic income scheme “would make
those without work poorer; and would benefit the very rich”. In a report for
the Institute for Global Prosperity that argues for universal basic services,
rather than income, Portes points out that “basic income is very expensive
to implement as anything bigger than a relatively small payment, certainly
insufficient to provide even basic subsistence with the current configuration
of the welfare system.” A more modest and realistic scheme would have
to “leave the current system of means-tested benefits largely untouched”,
thereby undermining one of the main ambitions of its advocates: to simplify
and streamline current social protection systems. He concludes that “while
some version of a basic income may be a useful complement to ambitious
reforms of the welfare system, expecting basic income on its own to be ‘the
answer' is neither realistic nor desirable”=°.

DIVERSIONS

Drawing on calculations by Compass (see above), lan Gough, Visiting Profes-
sor at the London School of Economics, comments that proposing to pay for
a partial basic income for all by raising £210 billion through income tax and
employees’ national insurance contributions is “deluded and diversionary”. It
would create a “powerful new tax engine [that] will pull along a tiny cart”,
draining the energies of the left in social policy and diverting attention from
more worthwhile policy alternatives: “the living wage, boosting trade union-

25



26

ism, free childcare, radical change in housing policy, policies to reduce work-
ing time to limit turbo-consumption, green investment and so on.?""

IDEOLOGICAL IMPLICATIONS

A number of critics take issue with the ideological implications of UBI. Fran-
cine Mestrum agrees that, while the objectives of the basic income move-
ment can be shared, “Progressives will look for other solutions, based on
solidarity, reciprocity and collective action”. She points out that basic income
is an individualist solution to a set of shared problems that require instead
collective responsibility, recognising the “interdependence of all people”3?.

Ed Whitfield, founder and co-director of the US-based Fund for Democratic
Communities, argues that a guaranteed basic income would “only help peo-
ple have more access to consumption without altering anything about how
production is organised.” Daniel Zamora, academic social theorist, takes the
view that UBI is not “an alternative to neoliberalism, but an ideological ca-
pitulation to it.” It is no surprise that it is favoured by so many high-tech bil-
lionaires, he says: “the most viable forms of basic income would universalize
precarious labor and extend the sphere of the market — just as the gurus of
Silicon Valley hope.*?*"

For British MP Jon Cruddas and Tom Kibasi, director of the London-based
Institute for Public Policy Research, UBI “institutionalises the gap between
the disproportionate and increasing rewards for the few and stagnant and
poor prospects for the many”; it is a “lazy utopian remedy” that that fails to
address “issues of class, economic ownership and the productive capacity of
the economy.?*”



CHAPTER SIX

UBI IN PRACTICE

Key features of UBI are broadly reflected in a range of practical schemes,
briefly summarised here and set out in more detail in the Appendix (p.xx).
They represent a wide variety of historical, current and prospective schemes.
All have been referred to as examples of UBI and/or cited as “evidence” of
how UBI can work in practice, although the link between vision and reality is
often highly tenuous.

TRIALS IN POOR COUNTRIES

7. India. A Basic Income Pilot Study was conducted between 2011 and 2014
in Madhya Pradesh, funded by UNICEF and the Self Employed Women's As-
sociation (SEWA). The trial provided monthly payments to 6,000 residents of
randomly selected villages, to another group of tribal communities, and to a
control group. Payments were made in addition to subsidised public services
such as distribution of food and fuel to people on low incomes.

2. Malawi. Unconditional Cash Transfers and Conditional Cash Transfers
were paid to young women and their parents in the poor district of Zomba.
The two schemes were tested and compared by World Bank economists in
2008/9. The trial was funded by a range of charities and development aid
budgets and took place in an area selected on the basis of poverty indica-
tors®®,

3. Kenya. A randomised control trial, funded through a US charity, Give Di-
rectly. In total, about 21,000 people receive some type of cash transfer, with
more than 5,000 receiving a long-term basic income, in villages selected on
the basis of extreme poverty.

TRIALS IN A MIDDLE-INCOME COUNTRY: BRAZIL

4. Bolsa Familia is a Conditional Cash Transfer scheme that provides pay-
ments to poor families whose children are enrolled in school and complete
their vaccinations.

5. ReCivitas, a UBI scheme established in 2008 and funded through the NGO
of that name, makes regular, monthly payments to all residents in the village
of Quatinga Velho.
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6. Marica. The city of Marica makes small monthly payments to all residents,
supplementing existing welfare payments.

TRIALS IN RICH COUNTRIES

7. Canada. The Mincome experiment in Manitoba ran between 1975 and
1978. Monthly payments were made to a sample of 1,300 low-income house-
holds from across the state with a control group of low-income households
who did not receive any payment. The scheme was funded by the federal
and provincial governments.

8. USA, New Jersey. The New Jersey and Pennsylvania Income Maintenance
Experiment was a Negative Income Tax scheme that ran between 1968 and
19723%¢, 1t included 1,357 households who were paid at rates between 50%
and 125% of the poverty level and taxed at rates ranging from 30% to 70%%”.

9. USA, Alaska. The Alaska Permanent Fund was established in 1976 and
continues today. It makes payments to adults and children using revenue
from Alaska's natural endowments, in this case, oil*®. The Permanent fund
dividend is available to almost all Alaska residents and is paid annually. In
2017, the annual sum received was $1,100.

70. Finland. In January 2017, the Finnish government began a two-year trial
UBI scheme for 2,000 unemployed people that gave each individual €560
a month. The government has refused to extend the scheme to employed
people.

71. The Netherlands. Trials of Social Assistance, described by some as UBI
schemes, began in four Dutch municipalities, Tilburg, Groningen, Nijmegen
and Wageningen, at the end of 2017. Payments are to unemployed people
and are set at the rate of existing unemployment benefit.

TRIALS YET TO BE REALISED

72. Switzerland. \n 2016, a national petition of 126,000 citizens called for a
referendum on Universal Basic Income. The outcome was that 23% of people
voted in support of a UBI scheme with 77% against®®.

713. USA, California. A 5- year UBI trial is due to begin in 2019 in Oakland,
California, funded by Y Combinator, a high-tech company based in Silicon Val-
ley. The trial will randomly select 3,000 people and give half of them $1,000
per month, clawed back through tax from higher income recipients, and $50
per month to the other half with no clawback.

74. Scotl/and. \n 2017, the Scottish government provided £250,000 to ex-
plore the feasibility of a UBI trial in four Scottish local authorities, chosen by
assessing business-case models submitted by the authorities by March 2020.



CHAPTER SEVEN

LESSONS FROM THE TRIALS

METHODOLOGICAL LIMITATIONS

The practical trials described above vary enormously in purpose, type, scale
and funding source, as well as in their political and economic context. They
have seldom lasted long enough to test viability over more than a few years,
and there is an acute shortage of high-level evidence relating to UBI as it is
essentially defined at the start of this paper: unconditional, regular cash pay-
ments to individuals regardless of their income or status. In summary, they
raise a number of questions about methods and limitations, including:

Length: Although some longitudinal studies are emerging — most notably
the continuing Give Directly trial in Kenya — we ultimately have limited evi-
dence of how a UBI scheme might function in the long term — for example,
how it might respond to economic crises or inflation, and how it could be
financially or politically sustainable over time.

Scalability: All of the case studies above focused on local level trials. This
raises the question of how national UBI schemes would be achievable and

how they would respond to regional inequalities.

These effects may have impacts on social justice and on the capacity of work-
ing people to defend or improve their living conditions.

CONDITIONALITY

Almost all practical experiments with cash payments, including those de-
scribed as ‘Unconditional Cash Payments’, have in fact been (or are) condi-
tional. The only exceptions are the Alaska Permanent Fund, the city of Marica
in Brazil, the unsuccessful Swiss proposal and the Californian scheme planned
by Y Combinator. For the rest, the most common condition is that the re-
cipient must have a sufficiently low income to merit inclusion in the scheme.
Some are specifically for unemployed people; some are for residents in par-
ticular areas selected for their high deprivation score; one is just for girls and
their parents; another is conditional upon families sending their children to
school and getting them vaccinated; yet another insists that recipients must
open a bank account.

By and large, such conditions are perfectly sensible. They target available
funds on those most in need of cash or most likely to benefit. Whether they
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amount to anything resembling ‘universal basic income’ is highly question-
able. They tell us nothing about the impact of making cash payments to all
regardless of income or status. They tell us nothing about whether or how
genuinely unconditional payments could be afforded across whole countries
or regions.

UBI IN POOR COUNTRIES

One important lesson is that context really matters. In a poor country where
there is little or no existing social protection (in the form of unemployment
benefits, public education or healthcare services), a cash payment scheme
can play a very different role from one in a developed country with an estab-
lished welfare state.

If we look at poor countries, we can see that the idea of UBI appears as proxy
development tool that aims to lift people out of destitution and help them
become economically self-sufficient. Inevitably, if the beneficiary has nothing
to start with, even a very small cash payment can make a huge difference.
Funders will have to dig far less deeply into their pockets to make an impact
than if they were supporting a UBI scheme in Finland or California.

This begs the question of whether cash payments in poor countries consti-
tute an effective or sustainable development strategy. Rather than giving the
money to national governments or local agencies, you give it straight to the
people who need it most. But development requires more than small injec-
tions of cash, even if these are regular and have few conditions attached. It
calls for a shift in power relations so that the same individuals can control
what happens to them, to their families and neighbours and to their environ-
ment over the medium and longer-term. They need structures for sh