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Abstract 

Based on a systematic literature review, this study applies a meta-analysis technique to examine 

different existing basic income schemes and experiments. Collecting both estimates and research 

specific characteristics of 60 papers, a Weighted Least Squares regression model is used to 

evaluate income and employment elasticities in regard to sample size of the experiments as well 

as program type. While both income and employment elasticities show an average estimate of 

minus 0.01, the inclusion of tax transfers suggests a positive income elasticity of 0.02 and an 

employment elasticity of minus 0.04. 
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1. Introduction 

With the recent Coronavirus pandemic sweeping the world and challenging safety nets worldwide, 

the idea of a basic income may have never been more relevant. Besides health aspects, policy 

makers fear devastating economic consequences, as measures aimed at containing the disease are 

taking a toll on both national and global markets. Amidst raising unemployment and failing 

businesses unable to operate, many countries find themselves on the brink of a recession. Over the 

period of 6 weeks from April to the beginning of May, more than 30 million people have applied 

for unemployment benefits in the US alone, while the UK reported close to 1 million filings over 

2 weeks at the end of March (Jones et al., 2020). 

The crisis seems to affect low-income and hospitality employees hardest, as many professionals 

in other sectors are able to work from their homes (Pressman, 2020). Addressing income and 

wealth inequalities are one of the main arguments for a basic income scheme. As argued by some 

advocates, income grants can provide justice through a fair distribution of both benefits and 

burdens among members of society (Gheaus & Herzog, 2016). Following such reasoning, many 

basic income programs are aimed at mitigating poverty, using various approaches of targeting the 

poor. A trend seen among developing and emerging countries suggests that significant portions of 

GDP are invested into safety net programs, reaching millions of households (Hanna & Olken, 

2018). 

Apart from the universal basic income, paid to every individual citizen regardless of eligibility 

requirements, other proposals range from negative income tax to conditional or unconditional cash 

transfers, as well as wage subsidies (Van Parijs & Vanderborght, 2017). While the US already 

launched its income maintenance projects as experiments in the 1960s, Mexico, Brazil and China, 

among others, have transformed their benefit schemes into ongoing nation-wide programs. With 

the main objective to support poor households, eligibility of benefits is often linked to income, 

which is not readily observed in many developing countries. Given these challenges of identifying 

individuals living below the poverty line in developing countries, some argue that a universal basic 

income scheme would be more favourable (Hanna & Olken, 2018). 

Maybe more relevant in advanced economies are consequences on labour supply due to fast 

technological advancements. Many predict jobs to be replaced by machines and robots in the near 

future, calling for a support system in the form of some basic income plan (Kearney & Mogstad, 

2019). Political movements towards such safety nets are also increasingly seen across Europe, with 

discussions of potential implementations recently held in Scotland, Spain as well as Switzerland 

(Harris, 2020).  
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Despite changing roles of women in the labour markets at least in the Western world, another 

argument commonly mentioned in favour of basic income refers to persisting gender inequality. 

Given a sexist layout of labour, many countries still show low labour participation rates among 

women. Here, the expectation is that a basic income program will specifically benefit women more 

than it will the male population, offering a larger range of employment choices. (Van Parijs, 2000)  

The vast body of literature surrounding such basic income schemes involves multidisciplinary 

research, with interest ranging from economics, to the field of medicine, philosophy, psychology 

and politics. While this study includes findings on educational outcomes as well, the main focus 

lies on the economical side of program and experiment effects. In order to provide a 

comprehensive overview of various basic income arrangements, I conduct a systematic literature 

review focused on studies reporting measured impacts. Based on a sample of 60 research and 

working papers, I perform a meta-analysis regression involving estimates of income and 

employment elasticities.  

Besides providing a common measurement for comparing effects across different studies, these 

elasticities can reveal important insights on the sensitivity of labour markets in relation to basic 

income transfers in some form. Knowledge of the magnitude of such behavioural responses can 

guide policy makers in efficiently designing and calibrating tax and cash transfers accordingly. 

Using a Weighted Least Squares regression model, both income and employment elasticity show 

an average estimate of minus 0.01, while the inclusion of the distinction of program type suggests 

a positive average income elasticity.      

Proceeding this introduction, section 2 provides a brief overview of this paper’s theoretical 

background, followed by a short presentation of the methodology in section 3. While section 4 is 

dedicated to presenting the literature selection, section 5 introduces the statistical model forming 

the base for the subsequent empirical results shown in section 6. Finally, section 7 addresses the 

implications and conclusions of this paper.  

 

2. Background 

Aimed at providing general information, this segment of the paper presents the conceptual 

underpinnings and different implementation schemes surrounding the topic of basic income. 

Despite definitions varying across political principles, I identify some common features of basic 

income programs that are also important in the context of this study.  



 

3 

2.1 Basic Income 

The concept of a basic income is derived from the rather simple idea of providing income grants 

to certain, if not all, members of society. Despite varying labels and applications, Van Parijs (1991, 

1995) linked the main purpose of basic income to social justice. Shaping the debate early on, he 

emphasized the maximization of freedom for all, whereby an income independent of labour 

provides a choice to the most vulnerable members of society in their labour allocation. This view 

is compatible with Milton Friedman’s (1962) proposal of a negative income tax. Here, a tax-funded 

income scheme ultimately redistributes wealth from privileged to unprivileged households.  

In contrast, existing social security and welfare schemes typically include requirements on 

household structure, employment and for example contribution of past earnings to a social 

insurance fund. Thus, in practice the fundamental idea of a basic income as advocated by Van 

Parijs (2000), namely, to be provided unconditionally and regardless of labour supply, remains 

mostly untested. Common objections call attention to the danger of distributing free earnings to 

potentially undeserving individuals. Aside from potentially negative labour supply effects, large 

budgetary costs are discussed opposing basic income support (Van Parijs, 2000).  Evidently, the 

concept of basic income schemes can be interpreted differently, taking various shapes in terms of 

implementation and underlying purpose. 

2.2 Universal / Means-Testing 

Basic income as described above mainly refers to a universal distribution of wealth, meaning that 

benefits are provided unconditionally to all citizens regardless of their status or any other eligibility 

criteria. However, most existing public assistance programs are targeted at the poor population, 

typically identified through means-testing. Here, beneficiaries are deemed exclusively eligible for 

welfare based on some criteria (commonly income). Receiving welfare support is highly 

stigmatized, so that potential recipients often choose not to apply. As evidence suggests, a 

universal income scheme can mitigate such low benefit take-up rates by simply including all 

members of society. (Bidadanure, 2019)  

2.3 Conditional / Unconditional 

Unlike most social safety nets, a universal basic income is provided without any conditions or 

sanctions. Benefits are completely separated from labour supply income and employment 

obligations. Here, the guarantee potentially either accounts for some portion or even cover all 

means deemed necessary to maintain some standard of living. In contrast, conditions commonly 

included in income transfer projects are aimed at excluding free-riders and stimulate certain 
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behaviour. Welfare programs in Europe and the US are often coupled with active job search, while 

developing countries include conditions on school enrolment and attendance, as well as regular 

health care check-ups. (Bidadanure, 2019) 

2.4 Regular / Irregular Payments 

A universal basic income is based on regular wealth transfers. Generally, most welfare systems 

offer monthly allowances, with a few suggesting yearly or weekly payments. An alternative 

approach of a one-time lump-sum payment is for example provided by Ackermann & Alstott’s 

(2000) Basic Capital. They suggest significant stakeholder grants to be distributed to all citizens 

upon reaching adulthood, to be spent or invested freely. However, especially universal basic 

income programs usually seek to ensure economic stability throughout and prevent fallbacks 

below some living standard over longer periods (Bidadanure, 2019).  

   

3. Methodology 

The following section presents the strategic approach of the data collection, as well as a descriptive 

overview of the final literature selection. These form the basis for the subsequent meta-analysis 

regression conducted in section 5. In the context of this paper, that refers to the quantitative 

approach of collecting research findings from multiple studies evaluating basic income schemes 

with the view to program types and delivery mechanisms. Here, general reporting guidelines in 

meta-regression analyses are considered, such as full disclosure of the literature studied, among 

others (Rosenberger & Rost, 2013).  

3.1 Search Strategy 

To begin with, I conduct a general search on the platforms Google Scholar and Umeå University 

Library involving the key words “basic income”, “negative income tax” and “cash transfer 

program”. To ensure a comprehensive perspective, I avoid restrictions in terms of time periods or 

locations and considered a diverse set of different studies. Thus, a variety of empirical settings, as 

well as transfer types are identified, with the aim of including a broad selection of information.  

In the second step, I assess the quality of the chosen research papers, as well as determine the final 

sample by applying certain criteria. Here, I consider only articles of scientific and academic nature, 

including mainly peer-reviewed publications but also working papers of renowned institutions, 

e.g. the World Bank. In terms of method and data, I examine the representative qualities of the 
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study (sample size and standard deviations) as well as the use of a direct measure of the direct 

income policy effect and confine my selection of papers accordingly. 

The final step involves classifying the final sample of 60 papers into main categories and the 

collection of estimates. As the set of research papers shows a very diverse range of studied 

outcomes of basic income schemes, I collect and group point estimates accordingly, so as to allow 

for meaningful comparisons. While some experiments are centered on labor supply and 

consumption, others highlight effects on education and poverty. Among all relevant coefficients, 

I gather corresponding standard deviations (if available), as well as information on sample size, 

program type and other characteristics. 

3.2 Sample Description 

The diverse sample of research papers includes a variety of different frameworks, ranging from 

small scale pilots to nationwide basic income programs. While a comprehensive overview is 

presented in Table A1 in the Appendix, the following illustration highlights the main 

characteristics among the different studies. The selection comprises 44 Journal articles and 16 

working papers, with publication time frames ranging from 1976 to 2019. Among these 

observational studies, two major channels for income redistribution are apparent: income tax 

policies and cash transfer schemes. While the former framework is mainly observed in countries 

with relatively strong social security systems, the latter is typically seen in developing countries. 

Project funding is also mainly from government institutions, with a few non-government 

organizations providing resources for income pilots targeted at the poor.  

These program types are determined by their underlying purposes. The majority of the selected 

papers focuses on cash transfers aimed at poverty mitigation. Centred around South America, 

Africa and Asia, the sample includes 14 conditional and 13 unconditional benefit schemes. 

However, an income experiment from Finland, as well as other European studies on lottery wins 

and inheritance are also included in the cash transfer group. Shifting focus on stimulating 

consumer spending in times of economic downturn, research in tax system transfers mainly refer 

to North American experiments. More specifically, the chosen tax projects mainly concern the 

large-scale pilots conducted in the US and Canada, commonly summarized under the term of 

“income maintenance experiments”, as well as the attempt to stimulate US consumer spending 

through tax rebates in the 2000s.  

While the common methodological approach is predominantly based on surveys and interviews, 

with some adding administrative data, sample sizes of the studies also range widely from 60 to 
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251,748 observed households. In terms of delivery types, both tax and cash transfers studies 

comprise 27 lump-sum, 23 monthly, as well as 7 mixed payments and other schemes. In addition, 

research data is drawn from five regions across 17 different countries. While 25 of the papers refer 

to experiments in North America, 12 correspond to South American income guarantees, 16 are 

drawn from Asia and Africa and lastly 7 are European projects. Finally, Figure 1 illustrates the 

frequency distribution of papers selected in this study among four main categories. A 

comprehensive statistical description is covered in section 5.  

Figure 1. Sample Illustration 

 

 

 

 

 

 

 

 

 

 

Note: CCT: Conditional Cash Transfer, UCT: Unconditional Cash Transfer 

 

4. Literature 

This section provides a more in-depth presentation of the selected studies. The aim is to provide 

an overview of their contextual setting, experimental design, sample specification and focus of 

analysis. While a more detailed account concerning statistical processes and effects is to be 

presented in the following sections, here a general description of study characteristics and key 

information is sketched. 

As explained previously, the selection of articles and working papers covers a rather wide range 

of experiments varying in scope, implementation as well as purpose, as to provide an asserted 

overview of various income redistribution schemes. Thus, for a more structured presentation, the 

research material is divided into delivery types of tax system and cash transfers. Subgroups are 

formed by experimental background and geographical regions.  
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4.1 Tax System Transfers 

Income Maintenance Experiments 

With the aspiration to examine labour supply responses of participants, the US government 

conducted four different income maintenance experiments in the period from 1968 to 1982.  

Following classical experimental methods, they targeted the low-income population in various 

areas, whereby one group was granted a benefit in the form of a negative income tax, whereas the 

control group did not receive any welfare assistance. While none of the pilots included explicit 

employment requirements, incentives to work were translated into lower reduction rates of the 

benefits. More specifically, rising income would reduce the assigned benefits, but by less than 100 

percent of total earnings. (Kehrer & Moffitt, 1981) 

Despite the common framework, the experiments varied not only in sample size, but also greatly 

in both target beneficiaries and local labour market conditions, as well as treatment approaches. 

Different negative income tax plans were tested, differing in grant guarantee levels, tax rates and 

benefit breakeven levels (Robins, 1985). Information on these experimental results was primarily to 

be obtained through quarterly interviews and additional sources such as hospitals and schools 

(Bawden, 1970).  

Table 1. Income Maintenance Experiments Overview 

Experiment  Year              Duration  Sample Size Max Income For Eligibilitya 

New Jersey     1968-1972 3 years  1,357   150 

Rural    1969-1973  3 years  809   150 

Gary    1971-1974 3 years  1,780   240 

Seattle/Denver   1971-1982  3, 5 years 4,800   325 

a   In percentage of poverty level for four-person household at the time of enrolment 

Source: Robins (1985) 

As the outset of the ambitious social welfare undertaking, the New Jersey/Pennsylvania project 

included only dual headed households, as well as three racial groups (Black, White and Hispanic), 

who were assigned different treatments. Eligibility thereby, was restricted to households with an 

income of 150 percent or less of the poverty level. One apparent limitation in this enrolment 

structure is that only 60 percent of the initial families included in the sample were considered in 

later labour supply evaluations, as marital status was not to change. (Robins, 1985) 
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A substantially smaller sample was examined in the Rural Income Maintenance Experiment, 

which otherwise mirrored the design of its predecessor closely. It included both dual and single 

headed households, with the differentiation of two racial types (Black and White). Its most 

distinctive feature was the focus on rural areas in Iowa and North Carolina. (Robins, 1984) 

Eligible families with an income below 150 percent of the poverty level were further separated in 

the two categories of wage earners and self-employed farmers, and racial groups were analysed 

individually (Blacks and Whites in North Carolina, whereas Iowa only comprised white 

households). (U.S. Department of Health, Education and Welfare, 1976) 

The third experiment conducted in the city of Gary, Indiana, enlisted a higher number of dual and 

single headed households than the ones before, but only included black families. Here, not only the 

eligibility criteria of an income of 240 percent or less of the poverty level was different to the prior 

pilot programs, but also different treatments. For example, various tax rates, as well as a significant 

number of female headed families were tested. (Robins, 1984)  

Finally, the Seattle/Denver experiment, with 4.800 registered households indisputably the largest in 

the mix, enrolled both double and single headed families with a racial composition of Blacks, Whites 

and people of Mexican descent. The target beneficiaries eligible to the program were to have an income 

of no more than 325 percent of the poverty level and an additional set of participants was enrolled for 

a 5-year experiment. (Robins, 1984)  

These prominent income experiments certainly sparked interest in various research branches, 

whereby the literature selection in this paper was carefully chosen due to the consideration of 

mainly economic factors. Drawing from data sets gathered in the experiments, the examined 

studies primarily focused on implications on labour supply responses, as well as statistical issues 

in the evaluation process. While some offer a more comprehensive review of labour supply effects 

in all income maintenance programs, others chose to concentrate on one specific experiment.  

Nonetheless, common variables of interest among these studies are hours worked, employment 

status, as well as income. A prevalent finding is the indication of a negative effect of the income 

maintenance scheme on labour supply of the examined participants across experiments (Kehrer & 

Moffitt &, 1981; Burtless, 1986). While there seems to be no clear pattern between demographic 

groups, a large reduction of up to 5.2 hours worked per week was noted for wives in the Rural 

experiment, and up to 2.6 less weekly hours worked among female headed families in 

Seattle/Denver. Although the effect on husbands’ working hours proved rather small, ranging from 

minus 0.2 to 2.4, the largest reduction of 2.9 hours was again found in the Rural program. Despite 

male participants generally showing the lowest response compared to other groups, these findings 
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may not be as conclusive, since the decrease in hours worked for husbands may have translated 

into a lower probability of them being employed at all. (Moffitt, 1981)  

Robins (1985) identified some interracial variation, indicating a larger response to the experiments 

among Blacks and Hispanics as compared to white families. He described the reduction of hours 

worked to be largest for youth members of enrolled households, as well as larger for wives than 

for female headed families. In addition, guarantee levels in the different transfer programs seem 

to play a role for the labour supply of husbands and female heads, with wives responding more to 

changes in the tax rate scheme. In contrast, a higher benefit-reduction rate may have a negative 

effect on hours worked for males and wives but provoke a positive response for female heads. 

(Moffitt, 1981) 

Here, the interplay of income and substitution effects in regard to the disincentive work impact 

becomes evident. As noted by Greenberg & Halsey (1983), income increases through a negative 

tax program may entail a work-reducing income effect. Gradual phase out of financial benefits 

may also have a negative effect on labour supply via an income-compensated substitution effect.  

Such results are also apparent in the evaluation of the Rural experiment, as the official summary 

report presented negative effects on hours worked of black wives in North Carolina, as well as a 

general decrease of wives’ employment among wage-earners. In comparison, they saw a decrease 

in both output and efficiency, as well as profit (although marginal) among farm operating and 

managing families in Iowa. (U.S. Department of Health, Education and Welfare, 1976) 

As the main interest in these social welfare experiments was placed on labour supply responses, 

resources were primarily allocated to collecting data on income and employment status. Here, 

authorities heavily relied on accurate self-reporting, whereby quarterly interviews with family 

members were supplemented with monthly income reports and tax forms to be submitted 

voluntarily. This system ultimately posed a difficulty, as complementary data provided by 

employers to the Department of Employment Security did not include all types of jobs. In addition, 

incentives to underreport complex income information substantial misreporting of income figures 

was not efficiently restrained. (Greenberg et al., 1981; Greenberg & Halsey, 1983)  

Wage Voucher Experiment 

Along with the negative income tax projects, the US also launched a wage voucher experiment in 

1978, aimed at delivering aid to economically disadvantaged job seekers in Dayton, Ohio. Here, 

two voucher treatments in the form of wage subsidies were tested against one control group, 

offering either tax credit or direct cash reimbursements to potential employers. Among the 808 
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randomly selected participants, only 70 of the voucher groups subsequently found employment, 

whereby even a fewer number of 19 were asked to provide their new employer with the wage 

subsidy certificates. Interestingly, despite the job search of voucher recipients being substantially 

less successful compared to the non-voucher participants, both groups seem to earn similar hourly 

wages on average. (Burtless, 1985) 

With the rather disappointingly low utilization of voucher subsidies on firm side and a large 

number of jobs for both treatment and control groups mainly being minimum pay, the experiment 

was aborted after only 6 months. Consequently, follow-up evaluations and general conclusions are 

greatly compromised, as they give only weak indications on the effect of such wage subsidies on 

employment. Nonetheless, such experiments may provide insights into efficient design of other or 

similar targeted programs. (Burtless, 1985)     

Mincome  

In line with the experimentation of negative tax transfers in the US, Canada put its own welfare 

assistance plan to the test in 1974, with a program labelled as “Mincome”. Again, a guaranteed 

annual income transfer in the form of a negative income tax was applied to study impacts on labour 

supply of low-income households in Winnipeg and rural Manitoba. Thereby, randomly selected 

participants were evaluated in comparison to a control group. Interestingly, this experiment came 

with a twist, as the entire town of Dauphin in the Manitoba region, with about 9.000 inhabitants at 

the time of the experiment, was selected for the treatment. The small city supposedly closely 

portrayed provincial averages and would serve as an appropriate experimental setting for a 

potentially country-wide program. (Calnitsky & Latner, 2017; Hum & Simpson, 1993) 

Over the period of three years, 1.300 households comprising single individuals and families were 

studied carefully. Similar to the US counterparts, the eligibility criteria in the experiment was an 

income cut-off of about 150 percent of the poverty line or less. While the observed decline in hours 

worked among all groups seemed to be rather modest and insignificant, fixed time effects appeared 

large, negative as well as statistically significant for male participants. Conclusively, omitting such 

impacts would imply an overestimation of experimental labour supply response of men. In 

addition, family composition seemed to play an important role, as families with preschool children 

reported a decrease in labour supply for wives, whereas husbands increased their working hours. 

(Hum & Simpson, 1993) 

Shifting the focus from average hours worked to labour participation rates, Calnitsky & Latner 

(2017) presented a different perspective to the Mincome project. They stressed the importance of 
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evaluating both individual as well as community level effects. Social mechanisms surrounding 

basic income schemes, such as stigmatization, labour demand responses as well as power relation 

changes in the labour market come into play, and social interaction effects can be observed when 

the experiment is conducted in a macro setting. Therefore, the Dauphin saturation site in contrast 

to Manitoba’s control and treatment groups provided valuable information about the distribution 

of experimental effects. (Calnitsky & Latner, 2017) 

Internal differences between a pre-experiment base line and post-treatment labour supply showed 

the relatively highest decline in labour participation rate in Dauphin compared to reported figures 

in Manitoba’s control group, with Manitoba treatment fraction situated in the middle. While the 

difference in changes between Dauphin and Manitoba control group was interpreted as the 

experimental effect, the difference in changes between Dauphin and the Manitoba treatment group 

was related to the community effect. As a consequence, a larger portion of the labour supply effects 

in Dauphin were attributed to individual effects (70 percent), with the remaining share accounting 

for social interaction effects (30 percent). Finally, young participants seemed to have a larger 

negative labour supply response, followed by singles and dual headed families showing rather 

modest impacts. (Calnitsky & Latner, 2017) 

US Tax Rebates 

In an effort to stimulate household spending in times of recession, US taxpayers received income 

tax rebates in 2001. Over a period of ten weeks, payments were sent out of up to 300 for single 

individuals and up to 600 US dollars for married couples. Thereby, the timing of the sent pay 

checks was dependant on each individuals’ social security number. The tax rebate scheme 

introduced a new tax bracket of 10 percent instituted for 10 years and up to certain income amounts 

(depending on family status), compared to the previously applied tax rate of 15 percent, as well as 

marginal rates phasing out above specific brackets.  (Shapiro & Slemrod, 2003) 

About two thirds of US taxpayers received rebate payments, whereby a large sample was covered 

by consumer expenditure surveys. Based on monthly interviews inquiring about economic 

expectations as well as family circumstances, Shapiro and Slemrod (2003) report rather low 

spending rates resulting from the reimbursements. Respondents were mostly determined on saving 

and making debt payments, rather than focus on consumption, with only 22 percent reporting to 

primarily spend their rebate.  

Drawing from data from the comprehensive consumer expenditure survey, Johnson et al. (2006) 

identified a significant increase in household spending. With a lagged effect over a period of three 
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months following the rebate, between 20 to 40 percent of the payment were spent on non-durable 

goods, whereby expenditures on food (outside from home), clothing and wellness also showed 

significant responses. Furthermore, liquidity constraints played an important role, as households 

with low income or liquid assets levels seemed to spend significantly more. (Johnson et al., 2006) 

In line with the findings above on dynamics in consumers’ responses, Agarwal et. al (2007) 

observed a similar behaviour among the panel data set of credit card account holders. Following 

the rebate, they saw an initial decline in household debt (due to increase in credit repayments) and 

thus saving, which was later replaced by a spending period. Again, consumers facing no liquidity 

constraints were more likely to use their rebate to pay debts, while consumption was to rise more 

among households with limited access to liquid assets. (Agarwal et al., 2007) 

Adding to the 2001 tax rebates, another fiscal stimulus package was introduced in 2008, reaching 

approximately 130 million US households. Eligibility criteria were set at a minimum of 3,000 US 

dollars of income, whereby payments were phased out with higher levels of earning and more low-

income households were to be targeted. While reimbursement amounts corresponded to the 2001 

scheme, additional payments for parents with children below the age of 17 were included and pay-

check transfers were made both via mail and electronically. Personal saving rates were reported to 

increase, whereas the drop-off in debt repayments was difficult to distinguish specific rebate 

impacts from other economic shocks that occurred around the same time period.  (Shapiro & 

Slemrod, 2009)  

Interestingly, up to 30 percent of the 2008 rebates were spent on consumption goods over three 

months following receiving payment and a significant impact on the purchase of durable goods as 

for example vehicles was recorded. Spending affects appeared to be larger for low-income and 

older participants, as well as greater among homeowners than for renting households. In contrast, 

the long-run spending responses are expected to be rather weak. (Parker et al., 2013) 

Taking a closer look at specific differences in transfer mechanisms, Sahm et al. (2012) provide 

another outlook on the effectiveness of these tax stimuli. Including the 2009 “Making Work Pay 

Tax Credit”, the 2001 and 2008 tax rebates held distinguishable features in terms of their delivery 

and ultimate effects on household spending. Both the 2001 tax cuts and 2009 reductions in tax 

withholding (with retirees receiving a one-time payment) were closely linked to levels of income 

tax and their transfer could be characterized as payment flows. In comparison, the stimulus from 

2008 was a one-time rebate. Based on a consumer expenditure survey, both 2008 and 2009 rebates 

were deemed effective in terms of increasing spending in the short run, while flow of payments 

were associated with lower expenditure rates than one-time reimbursements. (Sahm et al., 2012) 
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Similar findings are provided by four experiments following the 2001 rebates. A survey of 60 

participants in the Boston conducted 6 months after receiving rebate payments highlighted the 

importance of mental accounting and budgeting. Income was more probable to be spent when 

framed as a gain, rather than as a change as compared to one’s prior economic situation. On the 

other hand, the subjects were more inclined to save the rebate when the description was a returned 

income as opposed to a bonus. (Epley et al., 2006) 

4.2 Cash Transfers 

A large share of papers selected in this study are centred around cash transfer programs, which 

have gained global popularity in recent years as countries take to similar measures in their quests 

to mitigate poverty. On average 1.5 percent of GDP are allocated to social welfare programs 

globally and commitment tends to increase over time (Ivaschenko et al., 2018). Since there is a 

great variety of different cash transfer projects, the most prominent examples are presented in more 

detail, while a complementary brief overview of empirical setting and findings is provided. In 

order to clarify the following analysis, these experiments are outlined according to regional areas.   

North America  

Based on revenues made through large oil reserves on state-owned land, Alaska was fortunate 

enough to create a wealth deposit for future public needs. Here, 25 percent of the royalties were 

allocated to the Alaska Permanent Fund, with first payments made to residents in 1980. These 

dividends were distributed equally every year without any prior or subsequent conditions, except 

for residency requirements. Depending on the oil proceeds as well as investment strategy and 

administration, payments could vary between about 300 US dollars to over 1.500. (Berman, 2018; 

Hsieh, 2003) 

With the focus on the Native Alaskan population, Berman (2013) investigated the impacts of the 

dividend program in the context of poverty rates among indigenous households. Based on 

information drawn from the American Community Survey, a data set for the years 1990 and 2000, 

as well as for the period between 2005 to 2015 was obtained. Statistics about race, family relations, 

as well as earnings and poverty rating were collected from about 8.000 households every year. The 

results of his study suggest a considerable impact on poverty among Native Alaskans achieved by 

the dividend payments over the years, although diminishing in magnitude. In 2000, 12.4 percent 

of the rural indigenous population was lifted out of poverty, whereas the years of 2011 to 2015 

showed an impact of 6.1 percent. Here, elderly Native Alaskans showed the greatest poverty rate 

reduction in response to the Permanent Fund, with a decrease of 59 percent over from 1990 to 
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2015. Independent from household type, overall poverty rates were on average expected to be 

generally higher without dividend distribution (Berman, 2018). 

Taking a more general stance, Hsieh (2003) set out to examine potential changes in consumption 

patterns following the Alaskan fund distributions. On the basis of the Consumer Expenditure 

Survey between 1980 and 2001, with roughly 80 households interviewed quarterly every year, a 

final sample of 800 families was selected for the study. Here, no evidence for substantial changes 

in household expenditure, nor differences in seasonal consumption behaviour or liquidity 

constraints compared to other US states was found. Although, Alaskan residents were reportedly 

greatly sensitive to income tax refunds, they seemed to smooth their payments from the Permanent 

Fund. Ultimately, these findings indicate different impacts of anticipated, large income changes 

on households’ consumption decisions, as well as the importance of transparency in fiscal policy 

effectiveness. (Hsieh, 2003) 

In contrast to the Alaskan case, other researchers have aimed their attention at situations similar to 

a basic income guarantee. Kaplan (1984) examined 576 lottery winners across 12 US states, with 

prizes of up to 50,000 to millions of US dollars. Questionnaires were sent out in 1984, whereby 

about 50 percent of individuals had already won before 1980. While the main focus was to 

investigate winners who received their prize in instalments of 5,000 to 10,000 US dollars per year, 

other levels of winners were included in the sample, with 139 respondents reporting a win in the 

million US dollar range and more. Suggesting labour supply changes to be dependent on the 

amount of money won, this study showed that 23 percent of million-dollar winners quit their job, 

while prizes of 50,000 US dollars and less showed no impact on work behaviour. Regarding effects 

on consumption, 37 percent of winners reportedly invested in bonds as well as real estate, as 23 

percent of the prize money was spent on housing (Kaplan, 1987).  

A comparable study of 496 lottery winners in Massachusetts analysed the effect of the wealth 

shock on income, consumption as well as saving patterns. The sample comprised Megabucks 

winners between 1984 and 1988, with an average win of about one million US dollars which was 

be transferred in annual instalments. For the purpose of comparison, winners of one-time prizes 

within the same lottery ranging from 100 to 5,000 US dollars were also included. The results 

implied a reduction of labour earnings with a marginal propensity to consume leisure of 11 percent. 

Here, individuals between the ages of 55 and 65 showed the strongest response in labour earnings 

among all age groups, while the savings rate of the lottery win was estimated at 16 percent. (Imbens 

et al., 2001) 
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Similarly, Joulfaian & Wilhelm (1994) investigated impacts of inheritance on labour supply based 

on two datasets covering the years of 1980 to 1982, as well as 1985. A Michigan Panel study 

provided information on 2,067 male headed households between the ages of 25 and 60, of whom 

21 percent had already inherited an average of about 12,800 US dollars. As a complement, data on 

income tax returns transferred from decedents to their heirs was taken from the Estate-Income Tax 

Match dataset, including gross estates of a minimum of 300,000 US dollars. Here, the data file 

comprised observations of 1,850 adults and 3,885 children. The findings indicated no large work 

reductions as a response to inheritance for men or for married women, with an estimated 

inheritance elasticity of minus 1 percent in regard to hours worked. While family earnings dropped 

one year after the receipt of inherited money, household consumption increased to a small degree 

the year of inheritance (Joulfaian & Wilhelm, 1994). 

South America 

With first introductions in Brazil and Mexico, Latin America served as an example for conditional 

cash transfer programs around the globe. Emphasizing poverty alleviation, as well as human 

capital accumulation in the long run, conditions were set in terms of educational outcomes and 

preventive health care check-ups (Sewall, 2008).  

Integrating four initial cash transfer projects into one unified program in 2003, Brazil’s Bolsa 

Familia reached up to 11.1 million poor households by the year of 2006. Here, monthly conditional 

cash grants were provided to families with monthly per capita earnings below 68 US dollars and 

children of up to 17 years of age, as well as to pregnant women. Subsequent to registration in the 

program, beneficiaries were required to ensure a school attendance rate of 85 percent, keep 

immunization of children up to 6 years old updated, as well as visit health care centres regularly 

in the case of pregnancy or breast-feeding.  In contrast, cash transfers targeting the extremely poor, 

with monthly per capita income below 34 US dollars, were made unconditionally and regardless 

of family composition or pregnancy status. (Soares et al., 2010) 

More specifically, payments to the poorest 5 percent of the participants accounted for up to 10 

percent of their total earnings. Income inequality was significantly reduced, with a decrease in 

Brazil’s Gini coefficient of 4.7 percent by 2005. While no effect on aggregate household 

consumption was found, shares of earnings spent on food, education and children’s clothing 

increased. Despite conditions of health care visits, expenditure on children’s health seemed to be 

unaffected by the cash transfers. In contrast, school attendance rates among treated households 

increased substantially with a 3.6 percent lower likelihood of skipping school and a 1.6 percent 

lower probability of dropping out relative to the control group. For adults, labour market 
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participation rates were 2.6 percent higher for individuals receiving the cash grants compared to 

the control group. Within the treatment group, women showed 4.3 percent higher participation 

rates relative to men. (Sewall, 2008; Soares et al., 2010) 

Similarly, Mexico’s Oportunidades was an expansion building on its predecessor program 

Progresa, which was first introduced in 1997. By 2013, the project included about 6 million 

households in its cash transfer scheme across all 31 states. Monthly benefits amounted up to a 

maximum of 146 US dollars, contingent on school attendance and regular health check-ups. In 

addition, nutritional supplements were distributed to children under 5 years of age, as well as 

pregnant women. Beneficiaries remained in the program for up to three years until a follow-up 

interview was conducted to confirm eligibility requirements based on a predefined poverty line. 

(Parker & Todd, 2017) 

School enrolment rates showed a positive effect primarily among students transitioning from 

primary and secondary school, with an increase of up to 5 percent for boys and up to 10 percent 

for girls, along with lower drop-out rates. Accordingly, labour force participation rates among 

children was significantly reduced, with the largest decreases noted for boys of up to 25 percent, 

among both paid and non-salary labour. Here, the base line interview conducted before the receipt 

of cash payments reported an average of more than 50 percent of twelve-year olds to take part in 

labour activities. In comparison, labour supply participation rates for adults seemed to be 

unaffected by the program in the short-term. (De Brauw & Hoddinott, 2011; Parker & Todd, 2017) 

 

Kugler and Rojas (2018), however, noted significant long-term impacts on employment and work 

hours. Adults receiving the cash transfers displayed on average a 36.6 percent higher likelihood of 

employment, as well as 6.6 percent higher probability of having a contract. Moreover, they worked 

on average 9 hours more per week and earned 5 pesos per hour more compared to adults in the 

control group without any income grants (Kugler & Rojas, 2018). 

Long-term consumption patterns 5 years after the cash transfer were 5.6 percent higher for 

treatment households compared to control group estimates. Here, funds obtained via the program 

were mainly used for agricultural investments as well as reducing debt, while a higher willingness 

to take risks increased the likelihood of self-employment (Parker & Todd, 2017; Rawlings & 

Rubio, 2005). 

Focusing on Oportunidade’s long-term impacts, Gertler et al. (2012) examined long term living 

standard of 506 rural villages spread across 7 Mexican states. Among these, 320 were assigned to 

treatment, while the remaining 186 communities represented the control group. Based on data 



 

17 

mainly obtained from official rural evaluation surveys between 1998 and 2000, they noted 

significant impacts of the cash transfers in terms of asset ownership and entrepreneurial activities. 

Treatment households with no agricultural assets at baseline were 24.3 percent more likely to 

acquire draft animals and showed a 3.3 percent increase in micro-enterprise participation relative 

to controls. In 2003, treated household per capita consumption demonstrated an increase of 5.6 

percent, while agricultural income was raised by almost 10 percent after 18 months of the benefit 

receipt. 

Following Mexico’s example, the Familias en Acción Program sought to provide subsidies in 

education, food and health care to poor Columbian families. Introduced in 2002, the conditional 

cash transfer comprised monthly grants of up to 12.30 US dollars for schooling and 20.45 US 

dollars for nutrition made to 340,000 eligible households. Interviews, covering 11,500 families in 

2002 and 10,742 families the following year, showed positive effects on school enrolment with up 

to 7 percent increase among treatment individuals. However, a reduction of up to 13 percent in 

domestic work activities among children in the treatment group was only observed in urban areas. 

In addition, average household consumption increased by 15 percent since the start of the program. 

While consumption shares remained mainly the same, families appeared to shift to purchasing 

food with higher nutritional qualities (Attanasio et al., 2004, 2010; Attanasio & Mesnard, 2005). 

Nicaragua implemented its own 5-year Social Safety Net program in 2000. Again, benefits were 

provided to 42 impoverished, rural localities conditional upon school attendance and health check-

ups. Cash payments for food transferred every other month amounted to 224 US dollars per year, 

while grants for school and school supplies were a total of 133 US dollars at the start of the project.  

In line with estimates from Mexico, surveys covering 1,359 households suggested a lower 

probability of young boys in the treatment group participating in labour market activities as well 

as hours worked. Households expenditure also increased among families receiving cash grants 

compared to control groups, predominantly spent on food and nutritional items. (Abhijit et al., 

2017; Alzúa et al., 2010; Dammert, 2009) 

Finally, the Honduran Family Allowance Program, launched in the early 1990s, received a make-

over in 2010. Under the new Bono 10,000 Treatment, conditional cash transfers of up to 500 US 

dollars annually were distributed to 150 poor villages, with an equal number of villages in a 

corresponding control group. Requirements were set in terms of regular health care visits for 

children, as well as school enrolment and 85 percent school attendance. Interviews of 4,416 

households showed a 9 percent higher per capita consumption and 12.4 percent larger income per 

capita among treated families. In contrast, control-group poverty rose to be 3 percent higher 
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compared to cash transfer participants. Conditionality attached to these payments also appeared to 

significantly affect education, with an up to 11.7 percent higher probability of school enrolment 

among the poorest children in the treatment group (Benedetti et al., 2016). 

Africa 

In recent years, Africa has also seen growing interest among policymakers and organizations to 

take to alternative approaches in supplying efficient safety nets to their poor. Different 

experimental settings ranging from conditional to unconditional cash transfer programs sparked 

research focusing on education, health as well as consumption effects and the role of delivery 

mechanisms (Garcia & Moore, 2012).  A two-year experiment involving 2,284 adolescent girls in 

Malawi sought to examine impacts on education following the introduction of a cash transfer 

program in 2007, with both conditional and unconditional features. A mix of survey and 

administrative data as well as qualitative interviews documented a larger decline in school 

dropouts as well as higher English reading test scores for the treatment group. School attendance 

was estimated 0.8 percent higher for conditional transfer recipients relative to the control group, 

while impacts among unconditional transfer beneficiaries were insignificant. Overall, payments 

coupled with a condition of school attendance outperformed unconditional transfers. (Baird et al., 

2011) 

Aker et al. (2016) also addressed the key component of logistical delivery issues, as they examined 

the impact of electronic transaction systems using mobile phones, as opposed to payment in postal 

envelopes. In response to a Nigerian drought and food crisis in 2009/10, monthly unconditional 

cash transfers were distributed to 96 Nigerian villages with female beneficiaries as the main target 

group. The main provider- an NGO called Concern Worldwide, launched two treatments involving 

postal and mobile phone cash payments of about 45 US dollars per month for a total of 5 months. 

Here, households in the mobile treatment group to purchase more diverse kinds of food, as well as 

more energy and protein rich nutritional items relative to the postal group. In contrast, the two 

groups did not differ in regard to their expenditure on health, clothing and school fees. Ultimately, 

the experiment suggested the use of mobile delivery systems to potentially reduce cost for both 

providers and recipients. 

Kenya has launched three different cash transfer projects, namely the Hunger Safety Net Program 

as well as payment schemes targeting orphaned and vulnerable children and the elderly (Ikiara, 

2009). With the aim of reaching 300.000 households, the Orphaned and Vulnerable Children 

Program launched in 2004 provided monthly cash transfers to residents of up to 17 years of age. 

Positive responses to the grants were reported on consumption of home-grown food, acquisition 
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of livestock, as well as labour shifts to non-farming sectors. While female participants enjoyed 

greater flexibility in their labour allocation decisions, with an increase of 7 percent in non-farm 

enterprise, estimates for male-headed households showed an 11 percent decrease. Wage labour 

participation seemed to be reduced by 20 days per year for adults, while child labour on own farms 

reportedly decreased by 12 percent. (Asfaw et al., 2014) 

Jensen et al. (2014) took the opportunity to compare Kenya’s Hunger Safety Net Program with the 

subsequent launch of a specific livestock insurance. Starting in 2009, participants in 200 locations 

received unconditional cash payments of about 29 US dollars every 2 months over the period of 2 

years. The insurance package introduced later offered security to households entitling them to 

indemnity payments at mortality rates greater than the 15 percent contractual strike rate. Covering 

5 divisions in Northern Kenya, about 41.9 percent of the 924 households surveyed in the study 

reportedly purchased the insurance.  

Although both projects reportedly benefitted participants, they found no evidence for explicit 

interaction effects between the two. While the cash transfer seemed to increase probabilities of 

households to maintain mobility and improve child health, the insurance appeared to have an 

augmenting effect on household expenditure as well as income. Insurance coverage permitted an 

increase in livestock sales, as insured households seemed to time their sales more effectively to 

generate more revenues. Overall, on a per unit of expenditure basis, the insurance package showed 

the larger impact of the two programs. (Jensen et al., 2014) 

In contrast to the government led initiatives, a large-scale and unconditional cash transfer program 

was launched under the direction of an organization called “GiveDirectly” in 2011. The 

experiment was randomized on both village and household level, as well as in terms of gender, 

timing and magnitude of the payments. Thereby, 285 of the total 503 included households received 

monthly payments, while the remaining 218 were provided with a lump-sum transfer. Both 

delivery transfers amounted to a total of 404 US dollars. Adding another dimension, effects were 

also examined in terms of payments being made to women or men and comparing small versus 

large transfers, while psychological wellbeing was measured through Cortisol levels. (Haushofer, 

J. & Shapiro, J., 2013, 2013, 2016) 

As documented through two specific surveys, overall nondurable expenditure increased by 35.66 

US dollars, while monthly household revenues were raised by 16.15 US dollars relative to control 

group estimates. Asset holdings showed an increase of 279 US dollars, translating to a 58 percent 

increase over the control group mean. Despite no evidence of significant effects on education or 

health issues, an increase in mental wellbeing was noted among the treatment group. Lastly the 
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monthly treatment was associated with fewer expenditures on expensive assets and higher 

likelihood of improving food security, while lump-sum transfers seemed more likely to be spent 

on durable goods. (Haushofer, J. & Shapiro, J., 2013, 2013, 2016) 

In 2009, a cash transfer experiment in Uganda sought to support its war-affected people with a 

package of 150 US dollars combined with a week of business skills training and continuous 

guidance. Initiated by the Association of Volunteers in International Service, 1,800 mainly female 

participants with very poor living conditions received support to found small businesses in the 

retail and trading sector. Here, half of the treatment group was offered the opportunity to start an 

additional, three day training some months after the grants. (Blattman et al., 2016) 

Sixteen months after the start of the program, labour supply shifted to nonfarm occupation. 

Employment and cash income raised significantly in both the group with standard start-up phase 

and the one receiving supplementary coaching. Monthly cash earnings among treated individuals 

rose by 66 percent, whereas monthly nondurable consumption increased by 29 percent relative to 

control group individuals. By the end of the program, 79 percent of the treated households 

reportedly had a nonfarm enterprise- double the figure observed among controlled families. In 

addition. beneficiaries who received the additional training reported double the earnings, 

suggesting the formation of cooperative relationships among participants in this group. (Blattman 

et al., 2016) 

Finally, a study on South Africa’s child support in the form of unconditional cash payments 

revealed insights on the effects on household income and consumption patterns. Implemented in 

1998, the grant reached about 6 million children up to the age of 17 in 2005, with payments of 

more than 2,000 Rand per year per child. Eligibility requirements were set in terms of a maximum 

income of 13,200 Rand for rural areas and 9,600 Rand for urban regions. Utilizing data from 

income and expenditure surveys conducted in 2000 and 2005, a final sample of 36,419 households 

was selected. While the results suggest that none of the cash payment is saved, the marginal 

propensity to earn out of the unearned income was estimated at about minus 0.3 and the marginal 

propensity to consume lied at about 0.7. (Bengtsson, 2012) 

Asia 

Despite times of economic growth, many Asian countries struggle to provide adaptive safety nets 

to their poor, as well as to mitigate inequality. In the context of a minimum living standard 

guarantee, China launched the Dibao Program as an unconditional cash transfer provided to 

households below some specified income threshold. With its rural beginning in the 1990s, the 



 

21 

project has since expanded to cover up to million 50 individuals across the nation by 2011. 

Payments and eligibility were determined on municipality level, while the average grant amounted 

to an annual 1,900 Yuan per person as of 2015. (Golan et al., 2017)  

Based on both survey and administrative data comprising about 8,000 households between 2007 

and 2009, benefits had rather small impacts on the poverty gap. However, out of the 11 percent of 

recipients that had an income below Dibao threshold (set at municipal levels), more than half 

reported their income to have been raised above it in 2009. (Golan et al., 2017)     

Similar findings were also presented by Chen et al. (2006), who used information from the Urban 

Household Short Survey conducted in 2003/4. A sample of 76,000 households from 35 large cities 

showed the program’s rather small impacts on poverty. The fraction of families with income falling 

below the Dibao thresholds decreased from 7.7 to 7.3 percent following the benefits. Here, the 

average threshold across cities was set at an annual income of 2715 Yuan per year. Overall, despite 

a reduction of only 12.1 percent of the aggregate poverty gap, Dibao was found to have performed 

strongly in targeting the poor. The share of grants provided to the poorest households among the 

sample was estimated at 64 percent (Chen et al., 2006).   

Shifting focus on household consumption patterns, Gao et al. (2010) examined Dibao data utilizing 

the CHIP urban survey on 6,835 households across 77 cities. The final sample included 240 

recipients and 240 non-recipients. Following the cash grants, treated families’ total expenditure 

increased by 267 Yuan per capita per annum, suggesting that they on average spent 97 percent of 

the income guarantee. Specifically, more than 80 percent of the spending increase was attributed 

to investments in education and health, while almost 10 percent were allocated to transportation. 

Miscellaneous spending per capita increased 28 percent relative to non-beneficiary households. In 

contrast, no significant impacts of the program on food expenditure was identified. 

Directed at the poor and rural region of Bahir in India, the Rural Employment Guarantee Scheme 

was implemented in 2006 based on state government funding. Households were given job cards 

upon registration, so that applications of seeking work could be made. Stating both preferred time 

and duration of the employment, the information was then processed by the block office with a 

guarantee of job offers 15 days later. If no suitable employment was found, applicants were entitled 

to unemployment benefits. Two surveys carried out in 2009 and 2010 evaluated 150 villages 

involved in the program across all 38 of Bihar’s districts. While under idealized conditions the 

project was suggested to decrease poverty rates by at least 14 percent, it did not live up to the 

expectations. Despite about 4.7 million households being offered employment, the poverty gap 

reduction lied at only 1 percent in 2009. In order to reach its full potential, substantial investments 
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are required to strengthen administrative capacities and effectively match both supply and demand 

side of the labour market. (Dutta et al., 2014) 

Chakravorty & Bedi (2019) analysed another employment program in Bahir, which offered job-

training in both general and English skills, as well as industry specific courses. Launched in 2014, 

training sessions were held over a period of 3 to 12 months, mainly targeted at the poor youth. By 

2016, the project had reached about 270,000 individuals in 568 districts. A survey based on a 

sample of 526 observations suggested an initial increase in employment rates of 29 percent of 

trained participants. However, 2 to 6 months following the completion of the courses, the 

employment impact dropped to zero. Cultural issues such as caste-discrimination, as well as too 

low wages relative to living costs seemed to offset the program’s positive effects.  

With funds provided by UNICEF, two other Indian pilots in terms of basic income benefits were 

launched in 2011. Eight villages in the region of Madhya Pradesh, as well as one other tribal village 

received monthly cash transfers of up to 300 Rupees for adults and 150 Rupees for children. In 

comparison to control villages, nutrition and health seemed to improve among treated households. 

Six months following the start of the program, 78 percent of both pilot groups reported the income 

grants to cover their necessary food expenditure. School enrolment among girls was 30 percent 

higher for treatment villages, while child labour was reduced by 20 percent. Small-scale 

agricultural investments suggested a shift from wage labour to self-employment in the farming 

and business sectors, with 21 percent of the treatment group showing an increase in income-

generating work or production as opposed to only 9 percent of the control households. Such 

difference in labour supply were also noted in a 32 percent higher likelihood of working more 

hours for individuals receiving the income grant. (Jhabvala et al., 2014) 

Focusing on child-specific conditional cash transfers, Cambodia’s Scholarship Program reached 

up to 26,537 applicants in 2005. One and a half year after the application phase, a random sample 

of 3,453 households in five different provinces were interviewed. Significant effects on school 

enrolment of up to 20 percent compared to non-participating children were noted, as well as a 

reduced likelihood of income-generating labour activities and a slightly increased probability of 

engaging in non-pay work (although for fewer hours). While boys were 12 percent and girls 9 

percent less likely to work for earnings, both groups tended to spend up to 8 hours more in school 

than children in the control group. (Ferreira et al., 2009) 

Around the same time in 2005, Indonesia launched a temporary unconditional cash transfer in 

response to inflationary pressures. Payments of about 30 US dollars were distributed per quarter 



 

23 

to poor households, with the total grant accounting for about 15 percent of their average yearly 

expenditure. Based on data obtained from the National Socioeconomic Survey, a sample of 9,048 

households covering the years 2005 to 2006, as well as a subset of 7,016 of observations for 2007 

were selected. Overall, recipients spent on average more than half of the guarantee, whereas 

beneficiaries who had not yet received their entire disbursement demonstrated lower expenditure 

growth relative to the ones with the full transfer and non-recipients. (Bazzi et al., 2015)  

However, this discrepancy vanished after some months following the receipt of the complete 

payments, while recipients of the full amount and non-beneficiaries did not significantly differ in 

terms of expenditure growth rates to begin with. These findings are line with results from the 

Alaskan Permanent Fund, as they suggested low sensitivity of household expenditure patterns in 

response to regular cash transfers. Lastly, this study highlighted the importance of incorporating 

household expectations in fiscal policy decisions. (Bazzi et al., 2015) 

Europe  

Europe’s first nationwide basic income scheme was just recently implemented in Finland between 

2017 and 2018. A random sample of 2,000 unemployed individuals between the ages of 25 and 58 

received monthly payments of 560 Euros without any conditions attached. In comparison to a 

control group of 173,000 persons, employment, income as well as wellbeing were examined.  

During the pilot’s first year, no effects on the employment status were found. However, treated 

individuals’ annual days in employment exceeded the ones among the control group by half a day, 

and earnings from self-employment was noted 1 percent higher with basic income. In contrast to 

the labour supply findings, participants reported higher satisfaction and health conditions, along 

with greater confidence in their future and financial security. (Kangas et al., 2019) 

As empirical evidence in line with Finland’s experiment of guaranteed income schemes is still 

limited in Europe, some researchers in the field took to alternative measures. Marx & Peeters 

(2008) use the case of the Win for Life lottery in Belgium as a proxy for a hypothetical basic 

income situation. The instant scratch game offered prizes ranging from small wins of 5 to up to 

2,500 Euros, as well as life-time monthly payments of 1,000 Euros. A mail survey reaching 84 

respondents out of total 189 winners suggested no extreme impacts of a basic income program, 

with only few cases of changes in employment status or working hours. Despite the study’s 

interestingly innovative approach, the rather small sample size presented a great limitation for any 

substantial conclusions to be made in respect to actual income guarantees.  
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A similar framework was applied for Swedish lottery winners and their spouses with a larger data 

set comprising 251,748 individuals from three different lotteries. The first sample was drawn from 

prize-linked savings accounts between 1986 and 2003. Thereby, banks offered randomly awarded 

odds (multiple of winners account) and fixed prizes rather than interest payments. Suggesting the 

system’s popularity, over 2 million accounts were registered in the 1980s.  The second sample 

involved the Kombi Lottery with monthly subscription tickets between the period of 1998 to 2010.  

Prizes vary greatly, with monetary wins from 5,000 to up to 1 million Swedish Crowns and other 

products. Finally, the third sample referred to the Triss Lottery, offering two types of scratch ticket 

wins: lump-sum and monthly payments. While the lump-sum prize ranged from 50,000 to 5 

million Swedish Crowns, the monthly instalments ranged from 10,000 to 50,000 Swedish Crowns 

paid from 10 to up to 50 years. (Cesarini et al., 2015) 

Here, Cesarini et al. (2015) found an immediate and lasting income response to the change in 

wealth. Over the course of 10 years following the win, pre-tax labour earnings declined by 1 

percent each year, as both winners and their partners reduced their labour supply. Interestingly, 

they identified no heterogeneity among responses in terms of differences in gender or age, as well 

as a stronger impact on the winning individual’s than on his or her household’s income. Basing 

his analysis on the Swedish Kombi and Triss lottery as well, Larsson (2011) sent out surveys in 

2005 to 733 winners between 1994 and mid-2005. Half of the actual 420 respondents had won a 

lump-sum prize, while the other half received monthly payments for 10 to 25 years. These wins 

ranged from 500,000 to 7.5 million Swedish Crowns. While results indicated a higher consumption 

among both groups, lump-sum winners were more likely to save and invest most of their prize 

money, whereas winners of monthly instalments prioritized expenditure on leisure. 

Taking a similar approach, Lindh & Ohlsson (1996) used data from the Swedish Level of Living 

Survey from 1981 to examine effects of unearned income on self-employment. The sample 

comprised 4,402 individuals, of which 21 percent had won the lottery and about 42 percent had 

received an inheritance. In addition, a share of 8.3 percent was registered as self-employed. Their 

findings suggested a lottery win to increase the likelihood of self-employment from 0.071 to 0.114, 

while an average inheritance of 76,700 Swedish Crowns increased that likelihood to 0.094. In 

respect to gender, the probability of self-employment was lower for women.  

Adding to lottery winners’ employment behaviour, a study conducted in 2005 by Fruaker & 

Hedenus (2009) shed new light on work decisions following the receipt of sudden wealth. They 

also derived information on the Swedish Kombi and Triss lotteries from survey of 420 winners 

between 1994 and 2005. Again, the individual prizes in the sample ranged from 500,000 to 7.5 
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million Swedish Crowns. While 28 percent of respondents either quit work or reduced their 

working hours, about 24 percent chose to take unpaid leave, and the remaining did not change 

their labour supply. Although the lottery win did not imply general work disincentives, labour 

supply decisions greatly depended on the amount of money won.  

Lastly, comparable research on the labour supply effects of lottery prizes was done by Picchio et 

al. (2017), using a dataset on lottery winners as well as on employment statistics in the Netherlands 

between 2005 and 2008. The Dutch State Lottery offered small prizes in the range of 5 to 1,000 

Euros and larger wins between 10,000 to 1 million Euros, with about half of the bets placed through 

monthly subscriptions. Covering 13,391 individuals, their analysis suggested a negative labour 

supply response, starting with an estimated effect of minus 0.116 percent in at the time of the win, 

which increased the following years. In contrast, no evidence was found on the effect on the 

probability of employment.  

 

5. Statistical Analysis 

In this section, a description of the analysed variables is provided, along with motivation of their 

selection. These tie in with the basic income effects already briefly presented in the literature 

review. Limitations of the meta-analysis at hand are also identified and the statistical model 

specification is presented. Finally, some expectations are briefly discussed.  

5.1 Descriptive Statistics 

As the focus points of basic income policies vary from poverty mitigation and alleviation to 

consumption stimuli, the selected papers also differ greatly in regard to which outcomes are 

analysed. With the ambition to analyse effects of various basic income schemes on labour supply, 

consumption and educational outcomes, the initial systematic literature review allows me to 

identify a diverse set of both dependent and independent variables. With the variation in both 

independent and explanatory variables among the papers selected in mind, I seek to provide an 

overview of different impacts studied. 

These estimated treatment effects can be summarized under the main categories: Employment, 

Income & Consumption, Education as well as Poverty & Targeting. Table 2 shows a summary of 

these dependent variables found among the literature selection in this study, along with the number 

of observations. It is apparent that predominantly basic income impacts on labour supply, earnings 

and consumption are examined using a variety of outcome measures. In order to perform a 
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meaningful meta-analysis, the most frequently studied treatment effects of income and 

employment elasticity are chosen, with 17 and 9 observations respectively.  

Table 2. Summary of Effects  

Employment   No. of Obs. Income, Consumption & Expenditure No. of Obs. 

Employment Elasticity 9 Income Elasticity 17 

Probability of Employment 2 Marginal Propensity to Earn 1 

Probability of Self Employment 2 Labour Earnings 1 

Fraction Placed in Jobs 2 Spending Rate 3 

Fraction that Quit Employment 1 Consumption Rate 3 

Fraction Self-Employment 1 Fraction of Rebate Spent  5 

Days in Employment  1 Expenditure Rate 2 

Difference in Quitting Employment  1 Expenditure in US dollars  4 

  

Probability of Saving Most of Lottery 

Win   
1 

    
Education No. of Obs. Poverty & Targeting No. of Obs. 

School Enrolment 3 Poverty Rate 1 

School Attendance 1 
Impact on Poverty Measure on Poverty 

Gap  
1 

Hours of Schooling 1 
Change in Probability of Receiving 

Benefits 
1 

 

 

Both income sensitivity and labour supply effects are mainly thematized in the negative income 

tax studies, as well as European lottery experiments. Here, income elasticity refers to the change 

in labour supply (commonly captured in terms of hours worked), while employment corresponds 

to the change in employment rates induced by the change in income. More specifically, income 

elasticities are estimated at an average of minus 0.03, ranging from minus 0.14 in the 

Seattle/Denver to only 0.002 in the Rural income maintenance experiment. Employment 

elasticities show a mean of about minus 0.031, with the smallest impact of minus 0.076 in the 

Dutch Lottery experiment to up to 0.01 reported in a case of the New Jersey and Seattle/Denver 

negative tax experiments.    

Regardless of the various effects studied, a set of different key characteristics among the initial 

sample of 60 papers is also included in Table 3. These features may explain some differences in 

the estimated effects across the sample and provide interesting insights. Complementary to earlier 

descriptions in section 3, I note an average sample size of 16,262 households, with a rather large 

standard deviation of 45,503, spreading from the smallest sample of only 60 observations 

regarding the 2008 consumption stimulus in the US to the largest of 251,748 included in a Swedish 

Lottery experiment. While the research publication year is on average in 2006, it ranges from the 
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earlier papers on the US negative income tax experiments starting in 1976 to studies focused more 

on cash transfer schemes as recent as from 2019.  

Program and delivery type, as well as funding background and geographical locations are also 

expected to be important in explaining variability across studies and their estimated effects. Here, 

about more than half of the experiments refer to cash transfers of some kind, while the remaining 

are centred around the tax system. Regardless of program type, 50 percent of the income benefits 

are paid in a lump-sum, followed by 30 percent of monthly transactions and some mixed and other 

delivery types. The majority of projects is government funded, with a share of 78 percent, while 

11 percent concern commercial undertakings in the gambling and lottery sector. A small share 

coded as private refers to the studies examining wealth shock impacts due to inheritance. As 

mentioned earlier, the geographical location shows about half of the included experiments are set 

in North America, with the remaining about evenly distributed across South America, Africa, Asia 

and Europe. 

Table 3. Descriptive Statistics          

Dependent Variables   Mean     Std.Dev.       Min  Max 
 

Income Elasticity   -0.0382     0.04                  -0.14             0.002   

Employment Elasticity   -0.0371     0.02      -0.076          -0.01  

 

No. of Observations: 32 
 

Study Characteristics      Mean      Std.Dev.       Min  Max 
 

Sample Size                     16,262      45,503      60              251,748  

Square Root of Sample Size  82.06      95.56      7.75  501.75 

Year of Publication   2006      12.09      1976 2019             

Time Setting     1995      14.45      1968 2017   

Program Type 

     Tax Transfer   0.41      0.5       0  1   

     Cash Transfer     0.56                  0.5       0              1 

Delivery Type 

      Lump-Sum    0.5      0.53       0              1   

      Monthly    0.35      0.48       0              1   

      Mixed    0.1      0.31       0  1   

Funding 

     Government    0.78      0.42       0  1  

     Non-Government   0.09      0.29       0  1   

     Commercial    0.12      0.33       0    1   

     Private    0.02      0.12       0  1  

Geographical Region 

     North America   0.5      0.5       0  1  

     South America   0.15      0.36       0  1   

     Africa    0.13      0.34       0  1  
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     Asia     0.12      0.35       0  1   

     Europe    0.1      0.31       0  1   

 

No. of Observations: 60 

5.2 Limitations 

Consequently to aiming at providing a broad evaluation of different basic income programs, a very 

heterogeneous set of impacts is discovered, limiting comparisons of one single treatment effect 

among the papers. Thus, the sample in focus is reduced to between 5 to 17 observations, which 

needs to be kept in mind when assessing this study’s results. In addition, measurement 

inconsistencies pose a difficulty, as the dependent variables differ in regard to time periods and 

units across the sample and are not easily converted.  

As the basic income projects included in the study mainly refer to large-scale government 

initiatives, with both implementation and evaluation funded and often conducted by governmental 

institutions, some research papers analyse the same experiments. As a result, the estimation 

impacts may in practice not be statistically independent across all studies. Lastly, standard errors 

are typically also collected in meta-analyses, for the purpose of weighting the specific program 

effects (Greenberg et al., 2003). These are not always reported in the context of this study, so that 

the sample size is used as the main indicator of degree of accuracy across estimates.  

5.3 Model 

With the limitations of this meta-analysis in mind, a simple regression model is chosen to 

determine the precision of the estimated effects. Here, the four independent variables are 

separately regressed on the corresponding sample sizes.   

The meta-regression model is specified as follows, 

Yi = α + βXi + εi 

where Yi represents the i-th estimated treatment effect of the respective basic income experiment, 

α denotes the intercept, Xi refers to the sample size defined in square root and εi is the error term. 

The expected relation hereby is that a larger sample size produces a more precise estimate, while 

the constant term identifies the average treatment effect apparent among the studies selected.  

As a second step, this model is adapted as follows, 

Yi = α + βXi + βZi + εi 
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where Zi covers some study- and experiment-specific characteristic.   

For the purpose of increasing efficiency, meta-analyses typically apply a Weighted Least Squares 

estimation rather than OLS, as the variances of the gathered estimates in the model often are 

heteroskedastic. Here, the inverse of the square root of the sample size can be used as analytical 

weight. Larger sample sizes therefore translate into larger weights and ultimately indicate 

increased quality of the estimates. In the context of this study, this regression method is also well-

suited as I am dealing with a very small dataset and data points of varying quality.  

5.4 Expectation 

The main interest in this meta-analysis is to describe potential patterns among basic income 

programs, as well as examine the variability of estimates across studies and experiments. The 

statistical analysis hereby serves as a tool to provide more insights on the quality of the effects 

predicted in the selected literature and average estimates. With a simple model regressing the 

treatment effects on income elasticity and employment rate on the rooted sample sizes of the 

experiments, I expect larger sample sizes to relate to more precise estimates.  

Illustrated in the scatter plot in Figure 2, the intuition is that the standard error decreases with 

larger sample sizes. Again, to be kept in mind is that observations in the context of this paper are 

very limited and standard errors are not reported for all studies to begin with. Moreover, the 

research papers reporting income elasticities and employment rate effects do not vary greatly in 

terms of sample sizes, as they mainly refer to the same negative tax experiments conducted in the 

US. Hence, the graphical pattern depicted below is not very informative. However, standard errors 

ranging from 0.01 to just below 0.1 are noted, with sample sizes between 809 and 13391.  

Figure 2. Standard Errors vs. Sample Size 
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6. Results 

In the following section, I present the regression result of the two different model specifications 

discussed above. Thereby, a Weighted Least Squares method is applied, showing average effects 

regarding income and employment elasticities across the papers selected. While the simple 

regression involves only the root of the sample size, the second includes program type in the form 

of tax of cash transfers.      

6.1 Simple Regression 

As presented in Table 4, the average treatment effect among the papers collected shows an 

elasticity of minus 0.01 for both income and employment. Although small and statistically 

insignificant, the rooted sample size seems to also have a negative impact on both estimated 

treatment effects. Coupled with rather low standard deviations these findings reflect a consensus 

among the papers centred around the negative income tax experiments, as well as findings from 

studies on inheritance. As described earlier, these predict mainly negative impacts of a basic 

income scheme on labour supply (Burtless, 1986; Hsieh, 2003; Joulfaian & Wilhelm, 1994; Kehrer 

& Moffitt, 1981).      

Table 4. WLS Regression Results – Simple  

Income Elasticity   Coefficient   Std.Dev

 

Constant    -0.01349   0.00051 

Rooted Sample Size   -0.00051   0.02281 

R2     0.0634     

F     2.94 

Obs.     17 

Employment Elasticity   Coefficient   Std.Dev.

 

Constant     -0.01278   0.01288 

Rooted Sample Size   -0.00046   0.00027 

R2     0.2954  

F     43.51 
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Obs.     9 

Despite the critical view of policy makers on such work-reducing effects, Van Parijs (2000) points 

out the importance of human capital and the opportunities offered through labour-independent 

income. Workers can choose to get more training, become self-employed, pursue more gainful 

employment or just allocate more time to care for their families. While the income elasticity and 

employment rate estimates presented refer to the entire samples, varying behavioural responses 

across subgroups are noted in some research papers. In the negative income tax experiments, total 

income elasticities are estimated to be lower for husbands than for wives, while they seem 

generally negative for female headed families (Burtless, 1986; Kehrer & Moffitt, 1981; Robins, 

1985). Similarly, labour supply reductions in the case of inheritance appear to be larger for women 

than for men (Joulfaian & Wilhelm, 1994).  

6.2 Including Program Type 

As the main distinction across the literature selected in this study, program type is added in the 

second regression in terms of an indicator variable. Here, tax transfers are included, and cash 

transfers omitted as to avoid multicollinearity. Additionally, dummies for other characteristics 

collected are excluded, as they exhibit some degree of relationships among them. Especially in 

regard to meta-analyses, variation among explanatory variables is essential if they are to contribute 

any additional valuable information to the model (Grennberg et al., 2003). 

In contrast to the first regression, the average treatment effect in terms of income elasticity is now 

estimated with a positive coefficient of 0.02, with a lower average impact of minus 0.04 if the 

study refers to a tax system transfer. The impact of the rooted sample size remains negative and 

small. Employment elasticities still show a negative but somewhat larger average of minus 0.04 

compared to the previous model, with a remaining modest negative effect of the rooted sample 

size. Contrary to income elasticity, the impact of a tax system program is estimated at a by 0.02 

higher average value compared to cash transfers.   

Given the larger standard deviations of the average effects (especially regarding income elasticity) 

as indicated by the constant, the inclusion of program types seems to also lead to greater variation 

across estimates. The results suggest that a tax transfer has a lower effect on income elasticities, 

but larger influence on employment elasticities compared to cash transfers. However, it must be 

noted that in regard to income elasticities, only two of the observed studies examine cash transfers 

in the case of Alaska’s dividends and a case of inheritance, while employment elasticity predictions 
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include only one cash transfer on based on a lottery experiment. In addition, the presented 

estimated effects are rather small and statistically insignificant. 

Table 5. WLS Regression Results – Program Type 

Income Elasticity   Coefficient             Std.Dev.   

                                                                               

 

Constant    0.01909   0.32446   

Rooted Sample Size   -0.00054   0.00049 

Tax Transfer    -0.03575   0.02601 

R2     0.1747 

F     1.48 

Obs.     17 

Employment Elasticity   Coefficient             Std.Dev.                         

                                          

 

Constant    -0.04179   0.05856  

Rooted Sample Size   -0.00029   0.00044 

Tax Transfer    0.02258   0.04435 

R2     0.3246 

F     1.44 

Obs.     9 

 

 

7. Conclusion 

This study applies a simple meta-analysis technique to provide insights on income and 

employment elasticities in the context of basic income schemes. The approach is based on a 

systematic literature review including 60 research papers collected from various sources, mainly 

peer-reviewed journals and working reports in the field of economics. Generally, there is some 

consensus on disincentive labour supply effects, with employment elasticity predominantly 

estimated to be negative, while income elasticity predictions are positive when the distinction of 

program type is included.  
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Despite being limited by a small sample size, some conclusions can be drawn from this study. 

Elasticity estimates may be sensitive to the basic income context and a more detailed analysis can 

reveal different responses depending on the subgroups examined. As described in the literature 

section, the information on different income guarantees is vast and diverse. Hence, it is important 

to consider basic income effects in a wider socio-economic context, as well as the scientific 

approach used to examine them. Ranging from pilot projects to nationwide programs, I identify 

various characteristics of both the research papers and the experiment studied. The main features 

can be structured in terms of purpose, program and delivery types, funding, as well as geographical 

area, whereby the underlying data sets are mostly obtained through surveys.   

With the central distinction of tax system and cash transfers, I note that the proposal of a negative 

income tax as well as ta rebates as basic income scheme is mainly seen in North American 

experiments. The interest here lies on labour supply and consumption effects. In contrast, cash 

transfers are mostly implemented in developing countries with the focus on educational and health 

outcomes. However, a comprehensive goal in the context of income grants seems to be the 

mitigation and alleviation of poverty and social welfare.  

Although the high diversity of the different papers allows me to provide an overview of different 

basic income experiments and effects, it limits the extent to which a comprehensive meta-analysis 

can be conducted. Thus, further research in this field may concentrate on collecting data on a 

specific treatment effect and different model specifications such as a mixed-effects, as well as 

Tobit or Probit regression framework can be applied. Finally, to examine variability across 

estimates, additional analysis in terms of reporting bias and estimation techniques can be taken 

into account.  
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