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Praise for the Book

“The debate around universal basic income (UBI) in India has catalyzed a rethink about 
social protection, poverty reduction, and the role of the state in development. These 
are issues that go beyond just simple economics. Sociologists, political scientists, and 
philosophers have weighed in, each bringing a different and often provocative perspec-
tive about the role of UBI in social contracts that bind our societies. Gentilini et al. offer 
a unifying platform from which this diverse spectrum of views can be discussed and 
debated in an informed and intelligent way. That it can bring together people from such 
diverse backgrounds on a highly divisive topic is a credit to the authors. Their frame-
work, analysis, and empirical rigor will serve as a wonderful guide for policy makers 
and practitioners grappling with questions on how to build a modern and state-of-the-art 
social protection system. Scholars and policy makers in India and elsewhere have been 
waiting for such an analysis.”

Junaid Kamal Ahmad, Country Director, India, World Bank Group

“Discussion of a universal basic income (UBI) can be clouded by theology, with any-
thing other than a ‘pure’ UBI cast into outer darkness. The most welcome feature of 
this wide-ranging volume is its treatment of the design problem as multidimensional, 
recognizing that objectives differ, and so do constraints, notably concerning fiscal, insti-
tutional, and political capacity. While addressing these multiple aspects, the book also 
includes empirical analysis of UBI compared with other designs and discussion of the 
operational tasks necessary for successful delivery.”

Nicholas Barr, Professor of Public Economics, London School of Economics

“Public discourse on the potential role for a universal basic income (UBI) in addressing var-
ious socioeconomic challenges has soared over the last decade. However, the discussion 
has often been plagued by lack of clarity on what is meant by a UBI and the challenges 
it is intended to address. This impressive book provides a transparent and comprehen-
sive framework to inform the debate. It sets out the defining features of a UBI, the various 
socioeconomic issues it may help address, and the pros and cons of a UBI in various eco-
nomic and political settings. It makes clear that the attraction of a UBI, or some partial 
variant, will depend on country-specific social, economic, and political preferences, as 
well as the underlying administrative and fiscal contexts. The detailed empirical analysis 
helps to bring these issues out into the light for much-needed scrutiny. It also helps to hit 
home the too-often neglected importance of considering both the tax and transfer sides of 
the debate to avoid drawing misleading policy conclusions. The passionate debate will no 
doubt continue, but this book increases the likelihood that it will now be complemented 
by a healthy dose of reason.”

David Coady, Division Chief, Expenditure Policy Division, International Monetary Fund

“The idea of universal basic income—giving cash unconditionally to everyone—has been 
hotly debated, mainly in developed countries. This book sheds much-needed light on 
that debate by providing the first dispassionate analysis of UBI in developing countries. 
All of the issues—poverty impact, fiscal sustainability, labor market outcomes, political 



economy—are elucidated with evidence. Policy makers may adopt or reject UBI, but 
after reading this book, they will do so with clear-eyed reasoning.”

Shantayanan Devarajan, Professor of Practice of Development, Georgetown University

“Universal basic income has been gaining traction as a potential solution to poverty 
and technological unemployment. This book is the ultimate guide for anyone inter-
ested in universal basic income at the global level. The authors leave no stone unturned, 
examining the economics and politics of universal basic income, as well as policy imple-
mentation issues across the world.”

Ioana Marinescu, Assistant Professor of Economics, University of Pennsylvania

“Today’s UBI debates are powerful because of the deep questions they raise—what is the 
nature of the social contract? What can and cannot a state with limited capacity realisti-
cally do? This book provides a helpful framework for navigating the issues and grounding 
the debate in data. It should be a standard reference.”

Paul Niehaus, Associate Professor of Economics, University of San Diego, and  
co-founder GiveDirectly 

“This is the first time the World Bank has taken up the case for a basic income in a con-
structive manner, and should be welcomed by advocates and critics alike. As someone 
who has advocated moving in that direction for many years and been involved in pilots 
in several countries, I firmly believe it will be an anchor of 21st century income distri-
bution. It is not a panacea, but giving people basic economic security is something that 
should unite us all.”

Guy Standing, author of Basic Income: A Guide for the Open-Minded  
(Yale University Press, 2017)

“Universal basic income (UBI) is one of those potentially transformational ideas in both 
developing and advanced countries, although for very different reasons. This terrific and 
timely volume is a comprehensive guide to the conceptual and implementation issues 
relating to UBI. A must-read.”

Arvind Subramanian, former Chief Economic Adviser to the Government of India, and  
Visiting Lecturer in Public Policy, Harvard University

“Universal basic income (UBI) is far more than a thought experiment—it’s a policy idea 
worthy of the in-depth consideration provided in this book. At UNICEF, we examine 
and share evidence regarding the potential and design considerations of universal child 
benefits: these can be seen as a subset of UBI and, therefore, help contribute to our 
common understanding of such interventions. We’re pleased to see these themes dis-
cussed and hope the many other lessons this book provides also help to shape thinking 
about strengthened forms of social protection for children and young people.”

Alexandra Yuster, Associate Director, Programme Division, and Chief of Social Policy, 
UNICEF
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Preface

A
t the time of writing this preface, electoral debates in India, which featured uni-
versal basic income (UBI) in a prominent way, just subsided; pilot programs are 
rolled out in several cities in the United States and Europe; a decade-long trial 
is under way in rural Kenya; and the World Bank is, through this very volume, 

issuing its first analysis on the matter. So why all this interest on a seemingly utopian and 
radical proposal of “just give cash to everyone”?

Interest in UBI is surely symptomatic of larger societal discomforts. The chang-
ing nature of work in higher-income countries demands that social protection systems 
co-evolve with it. While automation, globalization, and diversification of employment 
bolstered efficiency and productivity gains, median income and living standards have 
not always risen accordingly—and in some cases, they have been stagnant for decades. 
Lower-income contexts, where work arrangements have not changed as dramatically, 
face different challenges. Among them, pervasive poverty and informality, compounded 
with limited government capacities and revenues, are preventing hundreds of millions 
of people from accessing higher-productivity activities, being protected from risks, and 
building human capital.

With societal anxieties brewing, there are new opportunities for rethinking how to 
forge a more inclusive social contract, including with universal social protection at the 
core, and do so in ways that leapfrog past models. While new technologies are expand-
ing the delivery frontier, the notion of “universal” social protection is subject to different 
interpretations. Specifically, universality can be attained in different ways—for example, 
by combining assistance and insurance programs, by combining different safety net 
measures, or, as in the case of UBI, achieving such goals via a single measure. Put differ-
ently, a UBI is a shortcut to universality.

On closer scrutiny, however, such a shortcut is less straightforward than it seems. 
A UBI looks alluringly simple on the surface, since it provides cash unconditionally and 
with no targeting involved. But its implications are complex and largely unknown. In 
fact, the scale of UBI makes it a systemwide intervention, not just a program. As such, it 
may affect, for instance, several labor market issues such as unemployment insurance, 
severance pay, unionization, contributory pensions, and minimum wages. With no UBI 
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program of national scale currently in place, most debates are shaped by informed views 
and inference from smaller-scale schemes rather than from hard evidence and actual 
practices. We should be humble about what we know and what we do not on UBI.

A UBI is also less radical than it appears. Depending on how it is financed, the 
program could end up distributing differentiated amounts of cash to different people— 
and some may not receive any transfer at all (the “net payers”). In other words, the 
net effects of benefits and financing could make a UBI a targeted program via taxes (in 
addition to participation based on residency and age). Precisely because a UBI may be 
de facto targeted, there is a need to clarify how it differs from or complements other 
social assistance instruments targeted by income (e.g., guaranteed minimum income 
programs), categorical parameters such as age (like social pensions), or other eligibility 
criteria. What specific problem is UBI ultimately trying to solve? How does it perform rel-
ative to existing systems? Under what circumstances is the program more or less likely 
to be cost-effective?

It is precisely this set of quandaries—on why, whether, where, and how to consider 
UBI—that animated the conception and production of this book. The volume should 
not be interpreted as a statement for or against UBI in the abstract. Instead, it engages 
in the more laborious, nuanced effort of providing an organizing framework—a struc-
tured thought process—to gauge the many issues that surround the appropriateness and 
feasibility of UBI. The framework, which integrates choices around objectives, design, 
implementation, performance, political economy, and financing matters into a coherent 
device, can help guide and inform decisions in different contexts—on UBI, as well on 
virtually any social assistance program.

Ultimately, deliberations on UBI should be based on robust and balanced thought 
processes, and this book is poised to inject a much-needed dose of analytics into a 
debate too often prone to ideology.

Michal Rutkowski
Global Director  

Social Protection and Jobs Global Practice 
World Bank Group
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U
niversal basic income (UBI) is a hotly debated idea. In fact, few development 
topics elicit as much interest and controversy as UBI. There is literally a book 
published on the subject every month, with the concept being examined across 
the economics, sociology, governance, philosophical, and political science litera-

ture. It is prompting both curiosity and visceral reactions from policy makers in high- and 
lower-income countries alike, including playing a role in political discourse and elec-
tions (Banerjee, Niehaus, and Suri 2019; Hoynes and Rothstein 2019). And the growing 
number of experiences and pilots, with variants dating back to the 1970s, is moving UBI 
“from a thought experiment to a concrete policy option” (Calnitsky 2017).

A UBI holds an attractive promise of change across many lines. These include cov-
erage potential, fairness in social contracts, power relations in labor markets, and gender 
equity, among others. It may speak, for some, to the appetite for social justice generated 
by glaring and growing inequalities in societies (Stern 2016). From this standpoint, a UBI 
engenders interest as a societal ideal to which to aspire, and not merely a program (Lowrey 
2018). For others, a UBI is poised to mitigate the effects of purported massive job losses 
from automation, streamline the chaotic plethora of state-provided schemes, or empower 
people by redirecting natural resource–related revenues from public coffers to citizens 
(Devarajan 2018; Yang 2018). Overall progress in social protection systems deserves global 
celebration, but in many cases, the degree of frustration with those systems is palpable. In 
a world riddled with fears about artificial intelligence, exhaustion over complex bureaucra-
cies, and resentment toward politics, the transparency and simplicity of a UBI is alluring.

These diverse rationales explain why a UBI resonates among different audiences. 
UBI enlists advocates from those embracing a minimalist role of the state to human 
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rights activists. Some look at a UBI as a foundation to build stronger states; others see 
it as a milestone toward rolling back public action and its interference with private lib-
erties—that is, a UBI could embody the “Trojan horse” evoked by Milton Friedman in 
the late 1960s and Jean Drèze nowadays (see, e.g., Drèze 2017; Friedman 1967). The 
fact that a UBI generates support from some political conservatives, libertarians, and 
progressives alike—and from parts of the tech industry and select trade unions—is a 
remarkable feature. Such a heterogeneous coalition may help advance the idea, but its 
practical implementation would expose the lack of coherent expectations and objectives. 
For instance, hopes around a UBI as a societal revolution may be tempered by prosaic 
forces. After all, the ultimate generators of inequities may lie elsewhere, for example, in 
uneven access to education and health systems, low-paying and low-productivity jobs, 
poorly functioning markets, corruption, regressive tax codes, unequal pay, and social 
discrimination, among others (Piketty 2016). From this perspective, a UBI by itself could 
help, but the hopes bestowed on the concept seem excessive.

The prominence of ideological forces and different expectations suggests the need 
for a balanced and evidence-based approach (Francese and Prady 2018; Hanna and 
Olken 2018). This volume does not aim to provide strict prescriptions for or against a 
UBI, but instead a framework within which to think about it. We aim to provide a com-
pass to help navigate key issues, elucidate trade-offs, and offer new data and analysis 
to better inform choices around the appropriateness and feasibility of a UBI in differ-
ent contexts. Unlike the bulk of UBI literature, which is skewed toward high-income 
societies, we examine the program primarily in the context of low- and middle-income 
countries. We intend to provide policy makers and practitioners with a realistic sense 
of the entire gamut of policy considerations; offer new quantitative insights around key 
choices and implications; and frame the issues within a coherent, objective, and compre-
hensive volume concisely capturing global knowledge on the topic. By doing so, we shed 
light on the possible contexts where a UBI may be more or less viable based on a range 
of considerations. The overall analysis is conducted within a genuine spirit of curiosity, 
combined with a dose of empirical inquiry and a clear-eyed view of the progress and 
challenges in the current state of practice. Our multidisciplinary assessment shows that 
a UBI presents advantages and limitations just like any other social assistance program. 
After all, it could be considered a variant on existing age-based categorical schemes. Yet 
the scale and likely systemwide effects of a UBI program are exceptional and, as such, 
put a high premium on analytical and operational due diligence.

Currently, no country has a UBI in place, although there have been (and still are) 
several small-scale pilots and a few larger-scale experiences. Only two countries—Mon-
golia and the Islamic Republic of Iran—had a national UBI in place for a short period 
of time. Subnational experiences, such as in Alaska, are providing valuable insights, but 
these are constrained in one or more features (e.g., frequency and adequacy of trans-
fers). The large majority of UBI pilots are variants of targeted schemes. For example, 
the proposal by Felman et al. (2019) on a “quasi-universal basic rural income” for India 
is simply a variant of a traditional guaranteed minimum income program. Quasi-UBI 
programs constitute the vast majority of so-called UBI pilots laid out in chapter 1. The 
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reframing of different programs in UBI or quasi-UBI terms is unhelpful because (1) this 
confuses and polarizes the current debate by trading accuracy for public resonance; (2) 
it risks reinventing the wheel around key questions for which there might be a consid-
erable knowledge base (e.g., are cash transfers spent wisely? Do quasi-UBI programs 
discourage work?); (3) it widens the gulf between the actual shape of a program and its 
expectations; and (4) it may not always elucidate the nuanced, distinct features that a 
suite of alternative social protection measures possess to pursue similar objectives. Pilot-
ing at least two features of a classic UBI might still produce insightful information, as well 
as elicit public and policy debates. However, there are systemwide questions—around 
financing, inflation, linkages to pensions, relationship to minimum wages, and the polit-
ical economy—that pilots cannot fully answer.

A UBI is a program to be delivered in cash, unconditionally, and to everyone. A UBI 
is the simple combination of three complex debates (figure O.1). Its design features—all 
in cash, no conditions, and no targeting—challenge current practices to varying degrees. 

FIGURE O.1 UBI within a Social Assistance Cube
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For instance, while those three core choices largely shape the identity of a UBI, propos-
als differ somewhat in their parameters about how much or how often to pay, whether 
to include truly everyone or exclude children and noncitizens, and whether some people 
would be net payers for the program (the latter two considerations already compromise 
the no-targeting principle). The dramatic expansion in cash transfer programs globally, 
and the generally positive evidence underlying them, suggests that the “in cash” part of 
the UBI design may be relatively uncontroversial. Nonetheless, the large-scale in-kind 
and food-based assistance programs present in virtually every country suggest that soci-
eties still opt to maintain a combination of transfer modalities, based on philosophical, 
political economy, and technical grounds (Alderman, Gentilini, and Yemtsov 2018). In 
fact, especially in low-income and fragile settings, there might be locations or periods 
where large-scale cash programming might be less suitable than in-kind provisions. Sim-
ilarly, there are many unconditional programs coexisting with a variety of conditional 
ones, showing again a tension between giving recipients autonomy and taking a some-
what more directive approach (Marinescu 2018; Ravallion 2018). But perhaps the aspects 
of UBI that most challenge current practice are reaching everyone and doing so with an 
equal amount of support, independent of needs (Hanna and Olken 2018).

It is important to note the diversity in definitions of “coverage” and “universality,” 
as well as recognize the multiple pathways toward universality (Gentilini, Grosh, and 
Rutkowski 2019; Packard et al. 2019). For example, universality can be interpreted in 
terms of outcomes (e.g., all people should be guaranteed a minimum level of welfare) 
or of receipt (“everyone should be covered”). The social insurance and health literature 
defines coverage in risk terms (a payout is a promise for a payment in case a speci-
fied event occurs). In social assistance terms, coverage is receipt based—people are 
considered covered only when transfers are actually received. Similarly, some consider 
a universal transfer to be one based on no other criteria than age (thus many social 
pension programs would be considered universal); others define universality as reach-
ing everyone in society independent of age, income, or other criteria (this view would 
classify child grants and social pensions as categorical programs targeted by age). In 
the book, we use coverage in social assistance terms, and universality as applying to all 
society. But a UBI is not the only path toward universality, but rather one among many. 
Universality should be considered at the system level: universality in social protection, 
which lies at the core of global commitments and the rights architecture, does not neces-
sarily imply universality via a single program. Whether through a UBI or social protection 
more broadly, universality would need to be progressive and ensure that the most in 
need receive support to meet their wider range of vulnerabilities and necessities. A grad-
ual building of a solid platform of social assistance, whether via one program or many, 
should proceed from the bottom up.

Focusing on the “U” of UBI, the rationale for making transfers universal rests on 
five main arguments. First, by not establishing eligibility criteria (besides perhaps cit-
izenship or established residency and age, e.g., for those above age 18), universality 
circumvents the contentious issue of exclusion and inclusion errors that are inherent 
in needs-based targeting. Under a UBI, there would be no such errors, as everybody is 
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included by design, hence achieving substantial expansions in coverage. Second, uni-
versality may eliminate any stigma affecting beneficiaries. Evidence from Europe, for 
example, shows that shame is among the key factors behind limited take-up of benefits 
by eligible beneficiaries. Third, by changing the default position of people from being 
potential beneficiaries (subject to eligibility verification) to guaranteed recipients, there 
may be fewer transaction costs involved in accessing benefits (e.g., there is no need to 
spend time in applying), and various economic and psychological benefits stemming 
from a stable source of income over time (e.g., stress reduction, empowerment, avoiding 
taking desperate actions out of economic hardship). Fourth, a universal transfer would 
be more labor compatible than most programs, as it removes the price effect of transfers 
(i.e., the reduction in labor supply to avoid a reduction in benefits). And finally, universal-
ity may strengthen programs’ political sustainability as beneficiaries (and voters) would 
draw from the entire income distribution.

The case against the “U” in UBI rests principally on cost, fit for purpose, and a differ-
ent appreciation of the magnitude of its possible benefits. The cost of making significant 
transfers universal is quite high. Depending on how these are financed—a reduction in 
existing social protection spending, a reduction in regressive subsidies, increased taxes—
there are important changes in distributional outcomes among income and age groups 
that may or may not be desirable. Additionally, the flat benefit structure may not be fit 
for all purposes. It cannot be as redistributive as a more progressive structure and thus 
may have muted impacts on poverty and inequality. The flat structure does not respond 
to large and often short-run changes of state such as catastrophic illness, loss of job, or 
loss of assets and livelihoods in a natural disaster, and thus may be insufficient to pro-
vide income smoothing in these cases. The political economy argument that universality 
begets political support and increased budgets is reasonable, but not well supported in 
country programming (Desai and Kharas 2017). Practices can be improved in more tar-
geted programs to reduce transaction costs and lower stigma. And finally, significant 
evidence shows that current social assistance programming has not reduced work effort.

These emerging considerations point to the need for an organizing framework to 
guide decision-making processes. We propose a basic framework to clarify, locate, and 
assess the viability of a UBI (figure O.2). This is organized around four components.

 • It is important to have a clear understanding of the performance of the current tax 
and transfer system in a given context. This can be challenging in settings with 
limited information, a nearly nonexistent tax base, and fragmented social pro-
tection programs.

 • The specific objective of the UBI among the many pursued, and design parame-
ters devised accordingly. For example, if the objective is to counter the effects of 
automation-induced job losses, transfers should be provided for an amount ade-
quate to ensure a minimum living standard. If the objective is to provide a social 
assistance function, transfers could be set in relation to poverty or food-insecu-
rity prevention. Also, the way a UBI is introduced matters: the program could 
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have radically different implications if it is substituting for select programs or 
provided on top of them. If the former, assessments should be made against 
those specific programs to be substituted. 

 • When these choices have been made, a UBI should be compared to the existing 
system in light of eight metrics. These metrics are coverage, level of progressivity, 
adequacy of transfers, household incentives and behavioral responses, costs, 
financing options, political economy, and delivery. No program would score opti-
mally on all dimensions, nor utterly low on all of them. Clearly, societies may 
place a particular weight on some metrics as opposed to others; for example, 
some may favor coverage, others progressivity. Therefore, the art of decision 
making would hinge on an understanding of the trade-offs across the overall 
collection of implications that span between a UBI and the counterfactual (the 
existing system). 

 • The above considerations need to be weighted by policy makers. Such a process 
would involve a clear-eyed view on the scope, expected performance, and trade-
offs involved. Importantly, the introduction of a UBI should be assessed not only 
against the possible interventions it replaces, but also at the system level—for 
example, how does a UBI affect the overall composition and outlook of the wider 
social assistance and social protection system.

Our volume is designed to recognize and inform these trade-offs, with the chapter 
organization and content closely matching this framework. For instance, our simulations 
in chapter 4 offer an illustration of how to consider the various metrics of the frame-
work presented in figure O.2. In particular, we compare the replacement of selected 
social assistance programs with a UBI. We simulate a full range of options in terms of 

FIGURE O.2 Basic Framework for Navigating UBI Decision Making
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UBI generosity and financing for 10 low- and middle-income countries (Brazil, Chile, 
Haiti, India, Indonesia, Kazakhstan, Mozambique, Nepal, the Russian Federation, and 
South Africa) representing an array of contexts and diverse social protection systems. 
The microsimulations are based on recent representative household survey data and 
provide new insights into the trade-offs between coverage, poverty impact, transfer ade-
quacy, and the budgetary implications of a UBI relative to the status quo. We begin with 
a budget-neutral scenario, whereby a UBI is simply replacing selected noncontributory 
social assistance programs. (In fact, we argue that a UBI should not be directly compared 
to or assessed as a replacement for pension insurance or other contributory programs.) 
We then gradually increase the generosity of the UBI transfer to the level of the full value 
of the poverty line, thus ensuring that, by design, poverty is eliminated. For these scenar-
ios of increased generosity, we weigh financing options, contrasting increasing direct or 
indirect taxes combined with other fiscal policy options, such as elimination of subsidies 
or reallocation of public spending.

Under a budget-neutral scenario, the poverty impact of targeted programs is higher 
than that of a UBI. With one exception (Russia), and even if imperfectly targeted, the 
poverty impacts of existing programs (measured in terms of the squared poverty gap, 
which better captures extreme poverty) are higher than the poverty impacts of a UBI 
(figure O.3). The difference in impact is small in absolute terms, but quite sizable in rela-
tive terms. In fact, existing programs are on average about 60 percent more effective in 
poverty reduction than a UBI. This is because most existing programs, even if they may 
be only slightly progressive and miss some of the poor, tend to cover relatively more of 
the extremely poor population. Therefore, with a few exceptions, a budget-neutral UBI 
reform would take resources away from poor households that are benefiting from exist-
ing programs, giving them to richer households currently not benefiting. Importantly, 
these findings do not account, or do so only indirectly, for other poverty-related aspects 

FIGURE O.3 Poverty Reduction Effects of a UBI and Baseline Cash-Based 
Programs
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that may affect performance and are not easily observable from survey and administra-
tive data—for example, transaction costs to access benefits, stigma, and leakages. 

A budget-neutral UBI reform leads to significant distributional impacts. While in 
some countries, differences in poverty impacts remain modest, on average a UBI reform 
would generate more winners than losers among the poorest segments of the popu-
lation. On average, across our sample of 10 countries, 70 percent of the population in 
the two poorest deciles stands to gain from a budget-neutral UBI reform; this propor-
tion increases to 92 percent moving toward the richest decile. However, across deciles, 
people losing from a budget-neutral UBI reform would lose substantially more than the 
winners would stand to gain. When measured as a percentage of each country’s average 
disposable income, the winners among the bottom deciles would gain about 1.7 per-
cent, while 30 percent of the people would lose between 3.5 and 5.0 percent (figure O.4).

Not surprisingly, when a UBI replaces regressive measures, it makes poor house-
holds better off. This finding is intuitive: by being flat, a UBI would benefit those at the 
bottom of the distribution more than a regressive measure. The magnitude is demon-
strated in the literature for energy subsidies in India (Coady and Prady 2018), and a 
simulated compensation for broadening regressive value-added (VAT) taxes in four Afri-
can countries (Harris et al. 2018). A UBI would make virtually all households in the 
poorest 40 percent of the population better off (and would actually benefit most of those 
up to the 70th percentile). Such a regressive-to-flat shift could establish the basis for 
further sequential recalibration of the distribution, including toward progressivity: the 
Islamic Republic of Iran, for instance, first replaced energy subsidies with a UBI, and then 
used affluence tests for excluding those at the top, thus putting the program on a more 
progressive path. 

The poverty effectiveness of a UBI can be enhanced by providing more generous 
transfers, but these can quickly become fiscally unsustainable, especially in low-income 

FIGURE O.4 Distributional Effects of a Budget-Neutral UBI Reform, Average 
across 10 Sampled Countries

0

20

40

60

80

100

D1 D2 D3 D4 D5 D6 D7 D8 D9 D10

Pe
rc

en
t

a. Winners as a percentage of each decile

–15

–10

–5

0

5

D1 D2 D3 D4 D5 D6 D7 D8 D9 D10

Pe
rc

en
t

b. Gains/losses in average disposable income 



Overview: Exploring Universal Basic Income 9

settings. In Nepal and Mozambique, providing every citizen with a transfer equal to the 
average distance of the poor from the poverty line would cost 7 and 20 percent of gross 
domestic product (GDP), respectively; though in middle-income countries, the cost of 
this scenario would never exceed 8 percent of GDP. If a UBI is given for an amount suffi-
cient to eradicate poverty, it would cost much more—between 36 and 48 percent of GDP 
in low-income Haiti, Mozambique, and Nepal; and between 8 and 22 percent of GDP in 
the other countries.

Financing generous UBI transfers requires significant increases in taxation of the 
more affluent or complex public spending reforms (Ortiz et al. 2018). In most low- and 
middle-income countries, the richest deciles contribute overwhelmingly to overall tax 
revenues. Accordingly, differences in poverty impacts across taxation scenarios (direct 
versus indirect or lump sum) remain small overall, and the poverty impacts taking taxa-
tion into consideration are only slightly smaller than the gross poverty impacts without 
considering the financing side. This is good news for a UBI, but mobilizing the needed 
resources is a challenge. Financing a UBI with meaningful poverty impacts may require 
a complex mix of sources. Conversion of subsidies is an option in some contexts; but 
with some exceptions, subsidy reforms will not cover the cost of meaningful UBI trans-
fers—on top of being a formidable political economy challenge. Revenues from natural 
resources are a more promising fiscal outlet, but these are often highly volatile. In a con-
text not included in simulations such as Alaska, for example, the annual change in UBI 
dividends could be up to 110 percent. Taxing the rich to finance a UBI with meaning-
ful impacts on poverty would also require levels that are politically prohibitive in most 
countries. In India, for instance, direct taxes on the top decile would need to rise from 
2.2 percent to 68.4 percent; in Brazil, from 7.2 percent to 24.5 percent; in South Africa, 
from 19.9 percent to 40.3 percent; and in Chile, from 5.4 percent to 38.4 percent. The 
only case in which additional taxation has more moderate impacts is Russia, where the 
incidence would need to increase from 9.0 percent to 13.2 percent. Financing a UBI 
with indirect taxes would put a lower—but still significant—burden on the top deciles, 
but would also add a heavy burden on the middle classes that pay consumption taxes.

Employment-related incentives are another source of concern among policy 
makers. Recurrent concerns over the negative effects of a UBI on labor markets might 
be overstated. We review and frame global evidence on cash transfers and labor market 
outcomes. Clarifying this issue helps dispel misconceptions around work incentives, con-
ditions of paid work and worker bargaining power, the valuation and distribution of 
unpaid work, and formal and informal employment. Because of the paucity of real-
world experiences, we examine evidence from programs we consider informative, but 
that are not fully consistent with a UBI. While external validity for such considerations 
should be interpreted with caution, trends in evidence for large-scale programs are quite 
consistent and are likely to be relevant for a UBI should it be implemented. With regard 
to participation in paid work, fears are often exaggerated relative to existing evidence. 
Evaluations show that changes in livelihoods and labor market occupations occur, and 
that such changes per se should not be considered negative. In fact, labor market distor-
tions remain relatively modest. And transfers may have positive effects on labor markets 



10 Ugo Gentilini, Margaret Grosh, Jamele Rigolini, and Ruslan Yemtsov

when recipients use them to invest in family livelihoods or in their children’s human 
capital.

Possible inflationary risks should not be dismissed a priori, nor should they be 
overly magnified. Very often, UBI supporters point out that cash would lead to increased 
competition among market actors, thus reducing prices (perhaps with only short-term 
price adjustments). In other words, it is posited that suppliers of goods and services will 
efficiently respond to the additional, cash-induced, effective demand. The available esti-
mates on multipliers, which range from 0.80 to 2.52 for every dollar injected, provides 
some supportive evidence in that direction. However, the experience of countries such 
as Australia, Kuwait, Mexico, and the Philippines present contrasting effects. We argue 
that context matters, and that inflationary effects should be assessed within the frame-
work of analytical parameters such as overall market competitiveness and conditions 
(e.g., a significant injection of cash in weakly integrated markets may cause inflation), 
the specific market for subproducts and services, program size, and probably interven-
tion duration.

The political economy of UBI remains vastly underexplored. There are several cru-
cial political economy threads in a UBI—for example, in support for current systems, in 
how to replace a portion of current programs, and in resource mobilization. All of these 
present a large number of stakeholders with differing interests and incentives. The pace 
of possible introduction also matters. For example, if countries choose to expand cate-
gorical transfers (e.g., universal child grants), these could provide an area to inform a 
number of UBI-type questions. In the medium term, these quasi-UBI programs may help 
in better understanding the effects of bounded universality (including its financing) and 
help build more inclusive delivery platforms—all the while unlocking the potential for 
higher coverage. The poverty effectiveness of categorical programs would depend on 
whether and how much age characteristics correlate with poverty, although they will be 
significantly more expensive than poverty-targeted programs. A gradual adoption of a 
UBI does not, however, eliminate core political economy challenges. For instance, piece-
meal introduction may worsen path dependency challenges. Groups that are likely to 
gain from the first forms of a UBI may see its further expansion as a threat and block it. 
Experimentation trajectories are fraught with various risks. They often reflect a political 
bandwagon effect—that is, expressions of “cheap” support across the political spectrum 
with low actual commitment to subsequent larger-scale implementation.

The UBI’s overall design features suggest that it may fit certain configurations of 
societal welfare attitudes and preferences more than others. In many cases, program 
design may reflect historical, philosophical, and moral norms around if and how indi-
viduals are expected to reciprocate public assistance. In some societies, for instance, the 
concept of work constitutes the primary lens through which the exchange of individual 
rights and responsibilities is interpreted—and that is reflected in the choice and design 
of social assistance interventions. The U.S. safety net, for instance, is overwhelmingly 
in kind, focused on families with children and on work (Hoynes and Rothstein 2019). At 
the opposite end of the income spectrum, Ethiopia places a strong emphasis on work as 
well, with its safety net anchored in public works. In other contexts, societal preferences 
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might differ—for example, work may share primacy with other values, such as family 
time or community care, which may lessen expectations of reciprocity via work. In 
Africa, studies have shown that the public acceptability of a universal program hinges on 
how well it aligns with prevailing notions of deservingness (Davis et al. 2016). 

When operating at full scale, implementation of a UBI might be relatively simple 
and streamlined—but getting to that point is easier said than done. We identify core 
delivery elements and processes that serve a mainstream social assistance program, 
and illustrate how these elements and processes should be adapted to operationalize 
a UBI. We discuss pragmatic issues around eligibility, outreach, registration, payments, 
grievance redress, and other program-level mechanisms as well as overarching or foun-
dational issues related to identification, interoperability, and data protection. When 
viewed through an implementation lens, a UBI is based on the same elements as those 
supporting the delivery of other social protection programs. A UBI may offer some sim-
plifications that would enable extension of coverage (broader awareness of the program, 
reduced beneficiary transaction costs, and no complex tests for eligibility and targeting 
processes). But challenges in covering the poor go beyond targeting and encompass a 
range of practical bottlenecks across the delivery chain—which by itself, a UBI cannot 
overcome (Lindert, George, and Rodriguez-Caillava, forthcoming). Moreover, working at 
a universal scale entails challenges of its own. Very few, if any, low- and middle-income 
countries may be ready to have a UBI in its full version implemented in the short term. 
Countries that are the closest to the feasibility frontier are those that may need a UBI the 
least (assuming that coverage of the poor, which is already very high, is the primary goal 
of a UBI introduction).

So where would a UBI be more or less likely to be an appropriate option? Our anal-
ysis, based on both generation of new results and extensive review of the theoretical and 
operational literature, points to some stylized implications for different contexts. These 
could be summarized as follows:

 • Where social assistance provides relatively adequate benefits, substantial cov-
erage, and slight to marked progressivity, policy makers could consider tackling 
specific bottlenecks that hamper eligibility, access, coverage, or delivery within 
the existing system. If a UBI is to be considered, it may have to be motivated by 
objectives other than a poverty-related one (e.g., automation-driven job insecu-
rity, social dividends, etc.).

 • Where coverage is high, but not progressive, a UBI could be considered an 
option, although some vulnerable (age) groups may suffer from the shift.

 • Where social assistance is limited but provided progressively, a UBI would 
extend coverage but also flatten the distribution. If budget neutral, this means 
“less money for more people,” and likely “less at the bottom.”

 • Where social assistance is patchy and flat or regressive, a UBI could be an option 
to expand coverage if financed via progressive income taxation, elimination 
of energy subsidies, or redistribution of windfall revenues. Most low-income 
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countries may not display those financing features; but some middle-income, 
resource-rich countries may do so.

 • For a typical low-income setting, a UBI could expand coverage, but is clearly 
financially daunting. Other factors, such as diversity in contexts at the subna-
tional level (e.g., remote areas with little connection to markets, etc.), may also 
suggest the need for design flexibility (e.g., a balance of in-kind and cash trans-
fers, sensible ways to account for children, etc.), thus possibly making the rigid 
design of a UBI less palatable.

The book is structured around seven chapters. 

 • In chapter 1, Gentilini, Grosh, and Yemtsov clarify the definition of UBI, offer 
an overview of the design choices underpinning it, and discuss the correspond-
ing evidence base. The discussion is then extended to key thematic areas that 
trigger interest in a UBI, including changes in labor markets, social protection 
reform, governance of natural resource wealth, and the rights agenda. Finally, 
the chapter reviews lessons stemming from practical experiences, including 
pilot trials and larger-scale schemes.

 • In chapter 2, Gentilini and Grosh put UBI in perspective by comparing it to other 
social assistance interventions. A UBI is often confused with other measures 
such as a guaranteed minimum income and a negative income tax. In Italy, for 
instance, at the time of writing this report, the citizens income program is being 
presented as a UBI while actually being a slightly expanded form of a guar-
anteed minimum income. Similar considerations stem from the United States, 
Finland, and elsewhere. The chapter thus clarifies the analytical and practical 
differences between various options, including benefit and tax-based measures, 
and both wage- and nonwage-oriented schemes. The chapter compares and 
reviews benefit structures and succinctly identifies comparative advantages and 
limitations. It thereby provides thumbnail sketches of other program options 
against which a UBI could be selected.

 • Following the analytical foundations laid out in the first two chapters, chap-
ter 3, authored by Bastagli, examines one of the most contentious quandaries 
and concerns among policy makers: the interface between UBI and work. The 
chapter critically reviews and discusses the arguments and evidence on the 
links between UBI and four work-related outcomes: participation and hours in 
paid work; the conditions of paid work (e.g., whether a UBI would strengthen 
bargaining power); the recognition, valuation, and distribution of unpaid work 
(could a UBI be considered a way of remunerating unpaid work); and formal and 
informal employment. 

 • Chapter 4 generates new analysis and insights from microsimulations. Rigo-
lini, Lustig, Gentilini, Monsalve, and Quan provide evidence on the impacts, 
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costs, and distributional implications of the UBI based on simulations. They look 
at the poverty and inequality impact of social protection systems when income 
support programs are replaced with UBI schemes of various levels of gener-
osity. They do so using household survey data for 10 low- and middle-income 
countries and provide a nuanced explanation of the factors shaping program 
performance. They study the spending and financing sides of UBI for six mid-
dle-income countries using taxation data from Tulane University’s Commitment 
to Equity Data Center.

 • The last three chapters (chapters 5, 6, and 7) examine real-world financial, 
political, and operational issues. Decisions about a UBI should be taken in con-
junction with decisions about its financing. So in chapter 5, Ter-Minassian 
lays out alternative financing options for a UBI. The chapter provides practical 
considerations—a primer—to assess the fiscal space and revenue mobilization 
measures to finance different levels of a UBI. 

 • The political economy of the UBI is discussed in chapter 6. De Wispelaere 
and Yemtsov provide an overview of theories and experiences with political 
economy reforms around the idea of UBI, drawing from existing literature and 
initiatives that are receiving considerable public and analytical attention. The 
chapter specifically examines experiences and issues around political con-
stituencies and coalitions that can affect whether and how a UBI might be a 
politically viable option.

 • Chapter 7 provides a framework for thinking about how to implement a UBI, 
including core requirements across a stylized delivery chain. This chapter, by 
Lowe, George, Grosh, and Gentilini, identifies a number of functions and activ-
ities that would serve a mainstream social assistance program, and illustrates 
how those processes should be adapted to operationalize a UBI in practice. The 
chapter discusses pragmatic issues around eligibility, outreach, registration, 
payments, grievance redress, and other programmatic mechanisms, as well as 
overarching and foundational issues related to identification, interoperability, 
and data protection.

The chapters are complemented by five appendixes. These are an inventory of 
existing or past UBI program design features (appendix A), a structured compilation of 
UBI-related proposals (appendix B), a granular mapping of impacts from design choices 
related to conditionality (appendix C), a technical discussion of the data and methodol-
ogy for the microsimulations in chapter 4 (appendix D), and an annotated bibliography 
(appendix E) dovetailing with the chapter-specific references.
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