
 

 

UNIVERSAL BASIC INCOME: 

 

Introduction; 

Universal basic income (or UBI) is far from being a new idea. Several small-scale trials have been 

implemented in recent decades exploring UBI (as an alternative to other means-tested welfare 
programmes) as a potential solution to widening inequality and deprivation in lower income 

brackets. It is yet to be put into practice at a national level. Increasing interest in UBI can be 
attributed largely to the much-discussed impending automation revolution, whereby millions of 

jobs are set to be mechanised, forcing large numbers of people out of the labour market.  
 

UBI has received support from all sides; from the right as a means of streamlining the welfare 
state and encouraging entrepreneurialism, and from the left as a means of reducing poverty and 

income inequality. A recent poll commissioned by the RSA found that 40% of British citizens now 
support the implementation of UBI in their local area, 

https://www.independent.co.uk/news/uk/politics/universal-basic-income-uk-labour-poverty-
benefits-poll-john-mcdonnell-a8474626.html and organisations in the UK such as the Buchanan 

Institute, the Citizen’s Income Trust and Royal Society for the Encouragement of Arts, have called 
for the idea to be put into practice. https://www.adamsmith.org/news/rising-evidence-basic-

income Critics reject it as massively expensive, impractical and untested. The basis of arguments 
for and against UBI are currently largely theoretical, as only a small amount of evidence can 

reasonably be gathered from empirical trials.  
 

UBI in practice; 

Pilot schemes trialling UBI first took place in Seattle, Indiana and Denver during the late 1960s 

and early 1970s, when the idea first began to gain traction, drew on Milton Friedman’s libertarian 
idea of a ‘negative income tax’. In this system, people above a given threshold are taxed, and this 

wealth is re-distributed across those who earn below this threshold in order to bring them up to 
this level. This was intended to reduce the need for a number of other social programmes, 

reducing administrative bureaucracy in the welfare state and maximising efficiency. The trial, 
however, came to a rather more disappointing conclusion - work effort was reduced in the trial 

population by 17% among women, and 7% among men. 
https://www.independent.co.uk/news/uk/politics/universal-basic-income-work-john-mcdonnell-

shadow-chancellor-a8472031.html  
 

A Canadian trial conducted in Manitoba from 1974 to 1979 was more successful; one study of the 
trial found an 8.5 per cent drop in hospital visits, fewer incidents of work-related injuries, and 

fewer emergency room visits from accidents and injuries in the trial population. Fewer people 
were admitted to psychiatric hospitals, and doctors recorded fewer appointments for mental 

illness. While some groups did work less, the only groups in which the difference was significant 
were new mothers and teenagers. Rather than financially supporting their families, more 

teenagers graduated high school. https://www.independent.co.uk/news/uk/politics/universal-
basic-income-work-john-mcdonnell-shadow-chancellor-a8472031.html 

 
 

 
 

 
Most recently, in January 2017, Finland began a trial for 2,000 people, who are each receiving 

€560 (£516) a month for two years, paid directly into their bank accounts. It should be noted that 
the scheme is unrepresentative of what a true universal income system would look like, as all 
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participants of the Finnish trial were unemployed at the start of the process and payments are not 
a full living wage. If participants find work, however, they will continue to be paid the same 

amount.  
 

https://www.independent.co.uk/news/business/news/finland-universal-basic-income-lower-
stress-better-motivation-work-wages-salary-a7800741.html It was hoped that the system may 

provide a solution to the government’s overly complex welfare system that is currently struggling 
to cope with an fast-moving and unstable job market. 

https://www.theguardian.com/world/2018/apr/23/finland-to-end-basic-income-trial-after-two-
years  

 
Comprehensive data from the trial is not yet available, but anecdotal evidence from participants 

suggests an increased incentive to find work; one participant, when interviewed, noted how, 
under the old welfare system, it made no financial sense to seek part-time work as this would 

jeopardise his welfare payments. The scheme has been reported to lower stress, as well as 
reducing the extensive administrative procedures associated with the old system, under which 

welfare recipients are regularly required to fill out forms and meet with employment agency 
officials in order to provide proof of their employment status. 

https://www.independent.co.uk/news/business/news/finland-universal-basic-income-lower-
stress-better-motivation-work-wages-salary-a7800741.html  

 
However, the scheme has been widely criticised - Finland’s biggest union, the Central 

Organisation of Finnish Trade Unions (SAK) of over 1mn members, deemed the model 
unaffordable, and argued that a UBI encourages some people to work less while driving up wages 

in undesirable professions. If implemented at a national level, it was estimated that the system 
would drive up the Finnish government deficit by around 5% of GDP. 

https://www.independent.co.uk/news/business/news/universal-basic-income-finland-useless-
says-trade-union-a7571966.html Requests to expand the trial, set to come to an end this 

December, have been denied by the Finnish government, with the Finnish finance minister 
pledging to explore other alternative welfare systems further. 

https://www.theguardian.com/world/2018/apr/23/finland-to-end-basic-income-trial-after-two-
years  

 
Several other regional trials of UBI as a means to alleviate poverty among vulnerable populations 

are being rolled out in other areas; Ontario in Canada is now a third of the way through a three 
year trial of over 4000 low-income participants 

https://www.theguardian.com/world/2017/apr/24/canada-basic-income-trial-ontario-summer and 
Barcelona launched its B-Mincome scheme, funded by the city council and a grant provided by 

the European Commission programme Urban Innovative Actions, in October 2017. The two-year 
pilot guarantees 1,000 households in the district of Besos, the city’s poorest area, income 

supplements of between €100 and €1,676 per month. 
https://www.theguardian.com/cities/2018/jun/27/benefit-or-burden-the-cities-trying-out-

universal-basic-income  
 

 
 

 
Though the immediate impact on low-income residents has been significant in many cases, the 

implications of the schemes on a national scale in terms of affordability and effect on the working 
population remain unclear. Macau, China, has been using profits generated from the city’s casino 
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tax to fund a UBI scheme since 2008, with the government announcing over $1.6bn spending on 
public subsidies in 2018. However, critics argue that the payment of £840 per month to 

permanent residents would have to be larger and more frequent if it were to be effective in lifting 
the poorest residents out of poverty. https://www.theguardian.com/cities/2018/jun/27/benefit-or-

burden-the-cities-trying-out-universal-basic-income  
 

Theoretical Implications of UBI; 

Proponents of UBI argue that, if levels are sufficient, UBI has the capacity to protect all members 

of a population from destitution and poverty. It is preferable to existing means-tested systems 
because it is not only simpler and more streamlined, but removes some of the negative stigma 

surrounding welfare recipients. Payments are made regardless of employment status, removing 
the work disincentives associated with current system; recipients of unemployment benefit often 

do not find it financially viable to seek part-time work as it results in a loss of benefit. With a UBI 
system, it’s clearer that ‘work always pays’.  
 
Supporters claim that a guaranteed baseline income leaves workers freer to pursue creativity and 

entrepreneurship, valuable in a knowledge economy. Workers with basic income be allowed the 
security to re-train, return to education etc whilst maintaining financial security. UBI would also 

give workers the option to reduce their working hours without sacrificing income. At the 
macroeconomic level, this will induce a better distribution of jobs, with job opportunities 

increasing for those currently excluded from the labour market. Benefit fraud would be 
diminished, and allow workers the security to challenge unfair working conditions or wages, 

leading to higher overall standards for workers. https://www.basicincome.org.uk/reasons-
support-basic-income  

 
The Adam Smith Institute recently outlined its support for basic income as a means of harnessing 

the opportunities associated with globalisation and automation via effective wealth redistribution. 
https://www.adamsmith.org/news/rising-evidence-basic-income With basic income, ‘capitalism 

and efficient redistribution can be vindicated in equal measure’. 
https://static1.squarespace.com/static/56eddde762cd9413e151ac92/t/5a5f54ff53450ae8750919

0a/1516197120863/Universal+Basic+Income.pdf Other solutions to technological job market 
disruption, put forward by Trump and Corbyn among others, involve interventionist, protectionist 

policies such as high tariffs and taxes on smart manufacturing etc 
https://www.telegraph.co.uk/news/2017/09/26/jeremy-corbyn-plans-tax-robots-automation-

threat-workers/ may serve as an impediment to the benefits of technological advancement and 
world trade, risking economic stagnation. 

https://static1.squarespace.com/static/56eddde762cd9413e151ac92/t/5a5f54ff53450ae8750919
0a/1516197120863/Universal+Basic+Income.pdf  

 
Some common arguments against basic income are centred around the risk of inflation, and 

concerns over whether or not such a system is realistically affordable. Critics argue that, if an 
entire population now has enough money to live off, the sudden influx of wealth into the economy 

will lead to rapid inflation. One way to avoid this in a UBI system is by removing some wealth via 
taxes. A perhaps better solution is inherent within the system of Negative Income Tax, as 

mentioned previously.  
NIT differs from UBI in that a withdrawal rate is set whereby, as people earn more, the amount 

they receive through the NIT gradually decreases at a tapered rate until they reach a certain 
income where they are no longer eligible for the NIT. This way, the supply of money in the 

economy does not change. It is also likely that NIT recipients will not push payments back into the 
economy immediately, but rather, hold on to at least some of the total for at least some length of 
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time. If inflation were to occur, we would expect to have seen it already as a result of large 
payments made through the Universal Credit system. https://www.adamsmith.org/blog/nine-

arguments-against-a-basic-income-system-debunked  
 

However, the cost-effectiveness and affordability of basic income remains highly contentious. 
Accepting a UBI means accepting two central ideas; that all individuals get a baseline level of 

financial support regardless of whether they choose to try and earn money in addition to that for 
themselves, and that the basic marginal tax rate would be far higher that it is now in order to 

finance the system. Some alternatives, such as a wealth/carbon tax or bigger cuts to spending in 
other areas, have also been suggested, though each is accompanied by a range of its own issues.  

https://www.jrf.org.uk/blog/universal-basic-income-not-answer-poverty  
 

The AIS report argued that the NIT is both sustainable and affordable. As discussed, with a 
withdrawal rate, people earning above a given threshold are no longer eligible for NIT. It is argued 

that it is possible to set a withdrawal rate and baseline at a level at which the system can be 
sustained, and would perhaps even be revenue neutral. A revenue neutral UBI could reportedly 

provide those over 25 with over £70 a week. Additional savings from basic income could be made 
through the reduction in the number of DWP employees as much of the bureaucracy that is 

attached to the current welfare system might no longer be required. 
https://static1.squarespace.com/static/56eddde762cd9413e151ac92/t/5a5f54ff53450ae8750919

0a/1516197120863/Universal+Basic+Income.pdf  
 

However, all forms of basic income are all subject to the same central criticism - for basic income 
to achieve its objective of removing the complexity, bureaucracy and work disincentives of 

means-testing, it would need to replace all current welfare payments, including housing benefit. 
This is problematic in the context of largely market-based rents; a simple ‘rent’ element in a basic 

income payment would inevitably create shortfalls for some and surpluses for others. The same 
can be said of means-tested childcare support. The current system provides specific payments 

tailored to the complex and unique requirements of individuals (caring, disability, childcare, 
housing etc). A blanket payment would therefore have to level up (at enormous cost) in order to 

ensure every person was receiving payments equal to or greater than welfare payments under the 
current system, thereby providing a huge and unnecessary boost to those without these specific 

requirements. The alternative is creating a fall in income for the most vulnerable members of 
society. https://www.jrf.org.uk/blog/universal-basic-income-not-answer-poverty 

 
The overall effect of the UBI on poverty will likely fall short of what advocates of the system 

predict; if the rate of basic income was introduced at the same rate as the current safety net, 
those wholly dependent on state support would see little to no benefit. It is those earning modest 

incomes who stand to benefit the most, as any withdrawals from their income under a UBI or 
similar system are likely to be lower than under the current welfare system. Models of various UBI 

schemes as part of research funded by JRF found that, in all cases, it was impossible to raise the 
revenue needed to support them from taxation, even by increasing baseline rate from 20% to 

30%.  
 

The UBI schemes were also shown to increase poverty for children, working-age adults and 
pensioners compared to the current tax-benefit system: child poverty rose by over 60%. 

https://www.compassonline.org.uk/wp-
content/uploads/2016/05/UniversalBasicIncomeByCompass-Spreads.pdf This is largely due to 

the fact that middle/lower-middle income groups pull away from those on the lowest incomes 
under a UBI system, as referred to above. Calculations by the IEA also indicate that the provision 
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of a realistic basic income would raise tax rates by about 27 percentage points of national 
income. https://iea.org.uk/the-case-against-a-universal-basic-income-ubi/  

 
Conclusions; 

Perhaps, in the context of mass automation, UBI will become an increasingly viable solution to the 
problems presented by a growing ‘un-working class’. However, as a moot solution to poverty and 

inequality reduction, it’s credentials are more dubious. A scheme that truly stands to benefit the 
most vulnerable in society to a greater degree than the current system is likely not affordable, 

even if taxes are significantly increased. A blanket system which fails to account for individual’s 
specific needs is by no means a solution to poverty, and will leave those dependent on the state 

far worse off than they are now. The fact that many of the main proponents of basic income are 
libertarian economists who, by definition, do not support the welfare state provides some 

foresight into the future of welfarism is such an approach is adopted. Fears that a basic income 
could lead to the dismantling of the welfare state should certainly not be disregarded. Of course, 

it is near impossible to draw any definitive conclusions from what is currently largely theoretical 
reasoning. Until more practical research exists, we cannot know what the consequences of UBI 

will be on national productivity, economic growth etc.  
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