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Abstract. The article presents the results of the analysis of the practice of
implementation the concept of universal basic income. It is shown that in
estimating the results of a series of experiments in this field, conducted in a
number of countries, it is recommended to abandon the approach based on
the positivist point of view. For a long time, it dominated science in
general and economic research in particular, but it continues to influence
many researchers today. This conclusion should be taken into account in
the formation of the structure and composition of regions' welfare indices.
The research materials are placed in a broad historical context. On the one
hand, this made it possible to more vividly present the prerequisites,
characteristics and consequences of repeated attempts to introduce
universal basic income into the practice of social insurance, undertaken in
different countries of the world (Finland, Canada, Kenya, Iran, India,
USA). On the other hand, to reveal the possibilities and problems of using
universal basic income as a tool to help overcome the dysfunctional
development of certain territories, including mining regions.

1 Introduction

The growth of social inequality in economic theory has traditionally been considered as a
negative externality, which along with environmental pollution (environmental factor), has
a negative effect on the level of welfare. The welfare impact was quantified in an integral
index such as the Index of Sustainable Economic Welfare developed by Daley and Cobb
(ISEW) [1]. It was subsequently modified to the Genuine Progress Indicator (GNI). Both
are widely used in regional welfare practice [2], [3]. According to the Index of Social Well-
being of the Regions, developed on their basis M.Yu. Malkina [4], a number of mineral
regions of the Russian Federation were included in the disadvantaged category: Kemerovo
Region, Komi Republic and others.

The above approach to the study of social well-being is consistent with the principles of
the positivist paradigm that has long dominated in science in general and in economic
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research in particular. However, in response to the work of B. Strumpell [5] and A.
Campbell [6], the term “subjective economic well-being” penetrated the apparatus of
economic research. Subjective economic well-being is determined, for example, by B.
Strumpell as a result of social comparison of a person’s actual status with his claims, needs
and perception of his own position [5] or according to A. Campbell as a financial situation
with reference (typical, similar or authoritative) persons. Our study, based on the example
of the analysis of the experience of introducing a universal basic income, shows how the
practice of carefully following the positivist paradigm inevitably leads to its denial.

2 Materials and Methods

The theory of universal basic income was first proposed by Thomas Payne. In Agrarian
Justice, published in 1797, he pointed out the need to create a national fund in the United
States that would pay £ 15 to all citizens over the age of 21. Justifying the need to pay this
amount, he pointed out that everyone had the right to own the land. However, as a result of
historical processes, the majority of the population was deprived of this right. Therefore,
the payment of a certain amount personally to each citizen at the expense of landowners
was a kind of compensation [7].

Subsequently, this phenomenon was enshrined in the concept of "universal basic
income". Philippe Van Parijs defined the universal basic income as “income paid by the
political community to all its members on an individual basis, without testing needs and
employment requirements” [8]. Fifteen pounds sterling, about which T. Payne wrote,
certainly correspond the above definition of universal basic income. However, its modern
supporters explain the need to pay this income by the fact that it will simplify the
cumbersome state social security system in terms of its functions related to the control of
neediness, as well as reduce the level of poverty and inequality.

Negative income tax is another tool closely related to universal basic income [9].
However, there is a difference between these concepts: the idea of a negative income tax
involves the payment of subsidies if the income falls below a certain threshold. One of the
options for negative income tax was proposed by M. Friedman [10]. It provided for the
payment of subsidies when income is less than a certain threshold value (in this case, the
income received by a citizen, in addition to the subsidy, is also not taxable). However, the
amount of the subsidy decreases proportionally to the increase in income.

3 Results and Discussion

Let us consider in more detail the experiments on universal basic income and negative
income tax, currently being conducted.

Finland. The study of universal basic income was conducted from January 2017 to
December 2018. It was attended by 2,000 randomly selected unemployed at the age of 25-
58 years. The essence of the experiment was to replace unemployment benefits with basic
income. The amount of these payments was 560 euros per person per month and did not
depend on any other sources of income that could appear during the study. The remaining
social benefits (for example, housing allowance, sickness benefit) were preserved in full. It
was impossible to refuse to participate in the experiment, but it stopped if the person moved
abroad, joined the armed forces of Finland or started receiving child care benefits.

The official goal of the experiment was to find out whether universal basic income can
help increase employment and simplify the social security system. However, first of all, this
experiment was aimed at encouraging the employment of the segment of officially
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unemployed people who do not seek to get a job because of the fear of losing
unemployment benefit, which is, on average, just 560 euros.

In preparing the study, several options for its implementation were considered, the
negative income tax model was rejected due to the lack of a population income register. As
a result, the experiment was based on the model of partial universal basic income [11].

The final results of the study will be published in 2019, however, the first preliminary
results of the experiment on the use of universal basic income in Finland have already been
obtained (Table 1).

Table 1. Preliminary results of the experiment on implementing universal base income in Finland.

Estimated parameter Partlclpaflts of the Control group
experiment
IAverage time spent on work during the 49 64 4925
year, days
Proportion of workers (of total), % 43.7 42.85
Labor income per person per year, 4230 4251
Euro
The proportion of people (of the total
number) who assess their own health 55 46
as good, %

The data indicate that no significant changes have occurred: employment and the
amount of income of participants in the experimental and control groups differ a bit.
However, according to the results of the survey, the researchers noted that the participants
in the experiment considered themselves to be more prosperous, they noted a reduction in
stress symptoms, problems with concentration, overall health, as well as a decrease in time
spent on bureaucratic red tape [12].

Canada. The government of the Canadian province of Ontario began to study the
negative income tax in 2017. It took place in the settlements of Lindsay, Thunder Bay and
Hamilton. To participate in the study the residents aged from 18 to 64 years old with low
incomes (34 thousand Canadian dollars per year for a single person, or 48 thousand
Canadian dollars per year for a married couple) were randomly selected. All participants in
the experiment were divided into two groups: the test and control [13].

During the experiment, the following data were evaluated: diet, mental and physical
health indicators, employment, skills and living conditions.

The main goal of the experiment was to assess the economic efficiency of introducing
negative income tax by reducing the cost of maintaining the bureaucratic apparatus.

The initial plan of the study provided for payments for three years. However, in August
2018 the provincial authorities announced a premature termination of the project in 2019,
explaining that the excessive burden on taxpayers.

Kenya. The study of universal basic income was carried out by an independent Give
Directly Foundation in Kenya. Give Directly is an international non-governmental
organization founded in 2009. It studies the effect of unconditional remittances to poor
households in developing countries. [14].

In 2011-2013, a study of unconditional basic income in several villages was conducted
in Kenya. All households were divided into three groups in which payments differed: by
recipient (men or women), by transfer dates (monthly or one-time), by size (large or small).
The purpose of this study was to assess the relative impact of the so-called “unconditional
remittances” on social and economic indicators.

In the course of the experiment, households increased their spending on consumption
(food), on savings (in the form of purchasing durable goods, investing in animal husbandry
and investing in their own employment). The positive results of the study are the lack of an
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increase in the consumption of alcohol and tobacco, as well as the empowerment of
women. [15].

India. In 2011-2012, a universal basic income survey was conducted in Madhya
Pradesh, India, with the support of UNICEF and the Self-Employed Women's Association
of India (SEWA). Each adult was paid 200 rupees per month, each child 100 rupees in eight
villages (later payments were increased to 300 and 150 rupees, respectively). A total of
about 6,000 people were covered. The comparison group included residents of other
villages. The funds were paid individually: first in cash, later to a bank account.

The main goal of the experiment was to evaluate remittances on social and economic
indicators. [16].

During the study, the following changes were observed in people's lives [17]:
improvement of living conditions; improving nutrition, especially for children, which
contributed to improved health and reduced morbidity; increasing school attendance;
improving the conditions of women and people with disabilities; development of own
business (small shops, workshops, etc.); increase in the number of self-employed; reduction
of employment in workplaces with difficult working conditions; debt reduction; increase in
savings.

Those covered in the study consumed less alcohol, which can be explained by a
decrease in stress as a result of an improvement in the material situation [18]. Also, the
researchers noted that the universal basic income scheme in India, due to its transparency
and lack of corruption, may be less expensive than the existing system of subsidies.

The universal basic income has already been introduced in two countries: the United
States (Alaska) and Iran. The main source of payments is oil revenues in Alaska and Iran.

Iran. The government of Iran introduced in 2011 a universal basic income for all
citizens of the country. Its application was the result of the ongoing reform of the subsidy
system [19], which was aimed primarily at eliminating non-market pricing principles and
improving the efficiency of the economy, as well as a more equitable redistribution of oil
rent [20].

The program included several stages, during the implementation of which subsidies to
producers of goods, suppliers of services were reduced and prices for subsidized goods and
services increased. At the same time, every citizen of Iran was paid a universal basic
income as a compensation for price increases. The outcome of the program was to be a
complete cessation of subsidies for goods and services. However, during the reform period,
prices for subsidized goods increased significantly. For example, the price of bread in 2012
increased by 2 times, for diesel fuel by 9 times, and for some goods the price increase
reached 2000%. Consumption of goods and services fell by 10-30% simultaneously with
the rise in prices.

Conducted few studies had not revealed a significant change in the labor market as a
result of the implementation of the program [21].

The USA. The United States of America became the first country in the world to start
paying its citizens a universal basic income. However, it happens just in one state. The
government of the state of Alaska took the initiative to accumulate a portion of oil revenues
in a separate fund, which was called the Alaska Permanent Fund in 1976 [22]. Every year,
it is replenished with deductions in the amount of 25% of then royalties received by the
state (rental payment of oil producing companies for the right to develop natural resources).
This represents about 10% of the state’s total oil revenues, as the lion’s share is taxed. The
fund’s assets are invested in stocks, bonds, real estate, etc. The profit of the fund is
distributed in the form of dividends between residents of the state.

Despite the fact that dividends have been distributed for a long time, official studies on
the impact of payments on socio-economic indicators, as well as on the labor market, have
not been conducted [23]. However, universal basic income programs have support of the
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population. More than 95% of the population in Alaska have filed applications and receive
universal payments.

The analysis shows (Table 2) that of the six countries for which information was
collected on the practice of applying the concept of basic income, only one country in the
USA (Alaska) does not have data on its impact on the population. In two countries (Kenya,
India) the results obtained coincide with the goals set. Only side effects in two countries
(Finland, Iran) achieved covered by the concept of "subjective well-being".

Table 2. The purpose and results of the introduction of universal basic income in different countries.

The official goal of Achievment the Achievement of side
Country .
the program official goal effects
Reduced stress;
Finland Increase No A sense qf greater
employment well-being and
health
Reducing the cost
of maintaining a . No .
Canada . (significant increase in No
bureaucratic burden on taxpayers)
apparatus pay
Assess the effect of
unconditional ,
. . Women's
Kenya income on social Yes
. empowerment
and economic
indicators
Assessing the
impact of Decrease in
India remittances on Yes incidence; Increase
social and economic school attendance
indicators
Iran Fair I‘edl'Stl‘lbutIOI‘l No Stress reduction
of oil rent
The USA Fair redistribution
(Alaska) of oil rent No data No data

If we exclude from the data information about Alaska, on which no studies were
conducted, then the results coincided with the intended purpose and both of them
correspond to a positivist approach to understanding social well-being in 40% of the
analyzed countries. However, the results achieved correspond to an understanding of well-
being as a subjectively perceived phenomenon in 80% of these countries (see Table 1,
column 4). All the above confirms that integral indicators of well-being, based only on
objective indicators, report only half of the truth. [24, 25].

3 Conclusion

Based on the first results of the experiment on the implementation of universal basic
income in the practice of Finnish social services, a number of researchers propose to
interrupt it, as it did not have positive results. However, based on the position advocated in
this article, such a conclusion is valid only if we consider the results of the experiments
conducted in this field exclusively from a positivistic point of view.

Our analysis of the practice of introducing basic income shows how an attempt to
approach the improvement of well-being, considering it solely as an objective phenomenon,
unexpectedly confirmed the important role of subjective component that plays in it. This
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conclusion is of particular interest of our previous research of single-industry mining
regions [26, 27, 28], as well as the rating calculations presented by the Regional Research
Foundation “Regions of Russia”. The results show that residents of single-industry towns in
general, and the cities of Kemerovo Region (Novokuznetsk, Prokopyevsk) that are closing
the rating, in particular, are least satisfied with the social aspects of life and their
perception, which is, as it is known, personally loaded.
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