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Is universal basic income the future?
UBI is eyed by a growing
number of governments
and organizations as the
way to address the loss
of good-paying, steady,
full-time jobs
R. michael
warren
opinion
Global capitalism has a serious problem. Organizations such
as Oxford University and the
Brookings Institute say nearly
50 per cent of today’s jobs are
“at risk” of being computerized over the next 20 years.
At its 2016 annual meeting,
the World Economic Forum predicted a “fourth industrial revolution” that will result in a net
loss of five million jobs over the
next five years in 15 countries.
Across the globe workers
angrily denounce the shortage of
jobs that pay enough to support
decent way of life. The middle
class in many advanced countries
feel they are being hollowed out.
People who feel they have nothing to lose often make self-defeating political decisions. Witness
Brexit in the U.K., Donald Trump
in America and the ascension of Doug Ford in Ontario.
Business, in its own self-interest, is groping for ways to reform
capitalism so its economic proceeds are spread more equitably.
But answers that satisfy all the
stakeholders are hard to find.
Leaders around the world are
trying to balance the push for
austerity, fighting poverty and the
erosion of steady, full-time jobs.
Some governments in this
country are trying to help the
middle class by using the tax
system to redistribute income
and by strengthening our social
safety nets. But income dispar-
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ity persists and populism lurks.
Enter stage left, the universal basic income (UBI).
It usually involves government giving everyone a basic
income regardless of earnings or
whether they are working. The
money ensures everyone has
food and shelter while removing the stigma of public welfare.
It allows the market system to continue delivering economic growth while also providing a meaningful safety net for
those who are impacted by capitalism’s creative destruction.
It is designed to give the unemployed and poverty-level workers
an opportunity to find better jobs,
learn new skills, start a business,
organize for better conditions,
volunteer in their community
or engage in creative pursuits.
The idea of a UBI has been
around for a long time. Its supporters occupy a wide range
of ideologies. It was champi-

oned by civil rights icon Martin
Luther Jr and laissez-faire
economist Milton Friedman.
The International Monetary
Fund, a widely respected institution, has been studying UBI
as a possible way of dealing with
income disparity across the globe.
There are also trials underway in
Finland, the Netherlands, Kenya
and several cities in California.
In Finland, unemployed workers are given the same amount of
money they received from unemployment insurance, but they are
allowed to pursue employment,
start a business or take training
without losing their payments.
One of the most ambitious
experiments is taking place
here in Ontario. The province has launched a $150-million, three-city trial with more
than 4,000 participants.
In Hamilton-Brant, Lindsay
and Thunder Bay, applicants
between 18 and 64 years old and

living on a low income were chosen randomly. It’s a mix of those
working in low-paying or precarious employment or on social
assistance. Participants are able
to opt out at any point. They are
receiving unconditional yearly
income of $16,989 for a single
person and $24,027 for couples,
less 50 per cent for any earned
income. They continue to receive
child or disability benefits.
The experiment is designed
to answer whether a basic
income is a cost-effective way
to improve health, education, housing and labour market participation. The outcomes are monitored monthly.
In 2016, a poll of 1,500
Canadians found two-thirds were
open to the idea of a basic income
as a replacement for other forms
of government assistance. But
that doesn’t mean there is wide
support for a UBI that provides
monthly payments at the level

of the Ontario experiment.
There are two consistent
criticisms of UBI scheme.
First, how is it to be funded?
One estimate puts the cost of a
nation-wide version of Ontario’s
UBI at $76 billion annually.
Some savings would come from
removing much of the bureaucracy needed to administer the
existing, complex social assistance programs. Other savings may come from improved
health, employment, crime
rates and other outcomes.
But that would still leave billions of dollars to be raised from
other sources. It’s not clear how
willing taxpayers would be to
pay more income or consumption taxes to help fund UBI.
The other objection is that giving people free cash will reduce
the incentive to work even
though there is extensive evidence that the poor are not lazy
and unmotivated. Economist
Joseph Hanlon puts it this
way: “Poverty is fundamentally about as lack of cash. It’s
not about stupidity …You can’t
pull yourself up by your bootstraps if you have no boots.”
Studies show UBI increases
labour activity among the
unemployed. It can also provide low-income people with
the financial security to quit
low-paying, unfulfilling jobs
and seek retraining, a better job
or launch a small business.
Whatever party wins the June
7 provincial election should
continue this three-city UBI
trial to completion. The findings are essential to determine
whether UBI is a cost-effective
way of helping the millions of
Ontarians who will be impacted
by a technological revolution
that’s coming at warp speed.
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