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INTRODUCTION

• What is basic income?

• What is it trying to fix?

• Does BI work better than other systems?

• In advanced countries

• In the US

• In developing countries

• Examples in the real world?

• Alaska

• Finland

• What is negative income tax?
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BACKGROUND

W H AT  I S  A  B A S I C  I N C O M E ?

• Definitions vary

• Cash rather than in-kind

• No means test

• No work requirement

• Paid regularly

• Given to individuals rather than 

households

• Fully taxable

G O A L S  O F  B A S I C  I N C O M E

• Alleviate poverty

• Provide a minimum income for those 

who cannot work

• Address income inequality & wage 

stagnation

• Help workers displaced by automation

• Simplify the transfer system

• Replace transfers with welfare traps

3 B A S I C  I N C O M E E C N 4 7 5



SHOULD WE USE BASIC INCOME?
C A L S A M I G L I A &  F L A M A N D ,  2 01 9

• Simplify the welfare system

• Lower costs of benefit provision

• Target individuals not always 

receiving benefits under existing 

systems

• Address job loss concerns related 

to automation
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EXISTING TRANSFERS IN OECD
I M M E R V O L L ,  2 017

• Analyzed the 
OECD Income 
Distribution 
Database

• Incomplete 
coverage leaves 
low-income groups 
worse off in some 
countries

• Not all transfers 
designed to 
redistribute from 
rich to poor
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BI EQUIVALENT TO CURRENT SPENDING 
I M M E R V O L L ,  2 017

• Shows BI for 
working-age 
individuals if 
existing benefits 
were replaced

• A budget-neutral BI 
for individuals below 
retirement age 
requires:

• A BI far below 
poverty line

• Abolishing most 
existing benefits

6 B A S I C  I N C O M E E C N 4 7 5



INCREASED POVERT Y RATES
I M M E R V O L L ,  2 017
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EXISTING BENEFITS IN THE U.S.
H O Y N E S  &  R O T H S T E I N ,  2 01 9
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COSTS & RECIPIENTS
H O Y N E S  &  R O T H S T E I N ,  2 01 9

• A $12,000 UBI (for everyone 18+) 

would cost more than all other US 

transfer programs combined

• UBI: $3 trillion

• All existing: $2.3 trillion

• Smaller proportion of UBI dollars 

would go to bottom of the income 

distribution, elderly, disabled, and 

families with children compared to 

current system
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BI IN DEVELOPING COUNTRIES
H A N N A  &  O L K E N ,  2 01 8

• A lot of activity in the “informal sector”

• Primary downside of targeted transfers is 
that many poor households are 
unintentionally excluded from benefits

• Incomes in developing countries 
unobserved for much of the population 
(especially low-incomes)

• BI would have low administrative costs 
because the government does not have 
to verify income

• Existing targeting methods deliver 
substantial improvements in welfare for 
poor people because they can transfer 
much more on a per-beneficiary basis
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EFFECTS OF BI ON LABOR SUPPLY
D E  P A Z - B Á Ñ E Z  &  A S E N S I O - C O T O ,  2 0 2 0  

• Widely held belief that giving money to the “poor” promotes “laziness”

• Found no evidence a UBI causes a reduction in general labor supply

• Slight increase in labor supply in some cases, especially among low-income people

• Slight decreases in number of hours worked and participation in some cases, generally 
related to training and care

• Slight reductions in labor supply in some cases among children, elderly, and those with 
disabilities

• Other effects: 

• Improved working conditions

• Increase in formal employment for lower employment

• Changes toward better jobs and entrepreneurship
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MAP OF BASIC INCOME TRIALS
S A M U E L ,  2 0 2 0

• Few large-scale trials

• Alaska Permanent Fund 

since 1982

• Finland replaced 

minimum unemployment 

benefits with basic 

income of equal size in a 

two-year study
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ALASKA PERMANENT FUND DIVIDEND
J O N E S  &  M A R I N E S C U ,  2 01 8

• Compared Alaska to synthetic 
counterfactual

• No significant effect on 
employment rates, hypothetically 
due to increase in labor demand 
derived from higher consumption

• Saw a 1.8% increase in part-time 
employment in the overall 
population

• Employment decreased and part-
time work increased in the tradable 
sector

• Effects on employment and part-
time labor insignificant and almost 
zero for non-tradable sector
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BI IN FINLAND
K A N G A S  E T  A L ,  2 01 9  |  V E R H O E T  A L ,  2 0 2 2

• Replaced minimum existing benefits with basic 
income of same amount ($631) for 2,000 people for 
two-years (2017-2018)

• No significant differences in employment status or 
ability to find employment

• Significantly fewer problems related to health, 
stress, and the ability to concentrate

• More confident in their own future and ability to 
influence societal issues

• Statistically significant difference in trust in:

• Other people

• Legal system

• Politicians
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UBI VS NEGATIVE INCOME TAX
C A L S A M I G L I A  &  F L A M A N D ,  2 01 9  |  M O F F I T T,  2 0 0 3

U N I V E R S A L  B A S I C  I N C O M E

• Cash rather than in-kind

• No means test

• No work requirement

• Paid regularly

• Given to individuals rather than households

• Fully taxable

• Andrew Yang’s “Freedom Dividend”

N E G AT I V E  I N C O M E  TA X

• Cash rather than in-kind

• Means-tested

• No work requirement

• Paid like tax refunds

• Phases out as income increases

• Applies to households with income under a 

specified threshold

• Milton Friedman proposed that all welfare 

programs be restructured around idea of 

negative income tax
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NEGATIVE INCOME TAX
M O F F I T T,  2 0 0 3

N E G AT I V E  I N C O M E  TA X

• Line AF shows how income rises with 

increased work hours (wage rate)

• CD shows constraint created by a welfare 

program with a 100% negative income tax 

rate

• Working more leads to same net income 
so utility maximizing agents will choose 
C or some point to the left of D

• CD’ shows the constraint created by a 

negative income tax at a lower rate

• With NIT, in this case, the agent moves from 

point C to point E
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SUMMARY OF RESULTS

A D V A N TAG E S

• More people in need receive benefits

• May help to destigmatize social welfare 

and restore trust in governments

• Empirical studies have not shown 

evidence of reductions in the general 

labor supply

D I S A D V A N TAG E S

• Replacing existing systems with UBI 

could substantially reduce benefits per 

person to those most in need and 

increase poverty rates

• Some reductions in labor supply in 

specific sectors and among certain 

groups of people

• Tax increases needed for a modest UBI 

in most countries
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CONCLUSION

• A UBI large enough to live on and without phaseout or other eligibility restrictions has never been 
implemented in a rich country on any large scale

• A modest UBI would be expensive

• Basic income may not be an effective antipoverty tool

• More people receive benefits but much less per beneficiary

• A small UBI does not significantly lower labor supply

• Future research should compare the effects of a UBI to NIT, EITC, and other systems

• The long-run and general effects have yet to be seen
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