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Preface
Despite enormous advances in technology and the accumulation of (financial)
wealth, poverty and unemployment are still rampant in high-income countries.
The unprecedented productivity growth resulting from mechanization, automation, and, most recently, the computerization of work tasks has ensured
that basic human needs can now be satisfied with a fraction of the labour input
that was required two centuries ago. On average, the individual’s standard of
living has increased substantially throughout the industrialized world due to
the reduction in working hours. In the middle of plenty, millions of people still
suffer from unemployment, underemployment and lack of means to participate in the minimum acceptable way of life. These problems are predicted to
intensify with the adoption of new digital technologies, including automation
and robotization. A series of social assistance schemes and employment services have been implemented without significant results in poverty reduction.
Recently, basic income (BI) has become the most popular policy idea to reform
social security systems in keeping with the future needs of automatized and
robotized economies. The aim is to realize a “full activity” society, in which
no one suffers from lack of means and is free to pursue their ambitions and to
put their free time to good use.
Professor of Philosophy and long-time universal basic income (UBI) advocate Karl Widerquist’s chapter in The Palgrave International Handbook of
Basic Income (ed. Torry 2019) discusses the negative income tax experiments
in the 1970s in the United States and Canada. Widerquist (2019, 304–5)
laments that the focus of the 1970s experiments “was not at the effects of
the policy (how much does it improve the welfare of low-income people) but
to one potential side effect (how does it affect the employment hours of test
subjects)”.
The sentence makes perfect sense from a social rights perspective. The main
function of the government is to promote the well-being of those with lesser
means. However, for a social policy scholar, the statement is problematic.
Social policy is about pooling social risks, among which low income is one of
the most prominent. The pooling of risks not only presumes that the group (or
a political entity) possesses extra resources, but it also establishes reciprocities
where individual behaviour is connected to common interests. The behavioural
effects of benefit schemes are not just “potential side effects”.
viii
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BI advocates are adamant that their model would transform societies for the
better. Giving free money to everyone, without any strings attached, provides
its supporters with a compelling vision for a future without poverty. However,
as Abraham Maslow (1966) has noted, when all you have is a hammer,
everything looks like a nail. The frenzy around BI has left one competing
policy idea almost unnoticed. That is participation income (PI), a policy idea
first introduced by the British economist Anthony Atkinson (1996).
Anthony Atkinson (1944–2017) was an Oxford economist with a long
history of research in income inequality and poverty. PI can be defined as
a universal welfare scheme conditional on individuals’ participation in their
country’s economic and social activity (Atkinson 1996). In simple terms, it is
similar to a UBI scheme, with the exception that individuals have to do something in exchange for the money they receive. That “something” is the main
characteristic of PI, namely the participation criterion. What makes PI different from most other social policy schemes is the fact that the criterion goes
beyond traditional labour market participation. The participation criterion can
include individuals who participate in the labour market in a traditional way
and also “those engaging in approved forms of education or training, caring for
young, elderly or disabled, and those undertaking approved forms of voluntary
work” (Atkinson 1996, 2015). However, PI recipients may be exempted from
participation requirements on grounds of sickness, injury, disability, or other
kinds of barriers. PI offers a compromise between advocates of universalizing
income support as a citizenship right and supporters of workfare policies: PI
may be realized by a scheme that resembles workfare or, alternatively, by one
that is barely distinguishable from UBI (Atkinson 1996; De Wispelaere 2015).
The social right perspective of new income support systems has been
dominant in the BI debate. This book takes a more pragmatic approach. The
main argument put forward in this book is that any reform for social assistance
should continue enforcing reciprocity with reduced means-testing. This book
argues that PI would be a more realistic alternative to BI in accomplishing
poverty reduction and strengthening agency among people in vulnerable
positions.
Automation and BI have been discussed on a global level. The context of
this book is limited to the so-called Global North, which includes the rich
democratic nations mainly in Europe and North America. To learn from previous experience this book focuses on countries that have either implemented
PI-type activation measures, or which have completed or tried to complete
a comprehensive BI experiment. The first group of countries includes the
Netherlands, Germany, Denmark and Finland, while the latter group includes
Finland, the Netherlands, Canada, Spain and the United States, which means
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that the Netherlands and Finland get more coverage as countries belonging to
both groups.
This book will develop PI as an alternative to BI, while responding to criticisms against PI.
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1.

Introduction to digital transformation
and social policy

A threshing machine is a piece of farm equipment that removes the seeds
from the stalks and husks. It beats the plant to make the seeds fall out. Before
threshing machines were developed, threshing was done by hand with flails.
It was a laborious and time-consuming job. Mechanized threshing removed
a substantial amount of drudgery from farm labour. The transformation was
not a smooth process. Historical accounts report hordes of farm labourers
destroying threshing machines with saws, hatchets and axes. The farm
labourers who used to spend a quarter of their work input in manual threshing,
burnt barns, sent threatening letters to farmers and demanded higher wages
(McGaughey 2021). The reaction was understandable. The machines made
farm employment more casual and precarious. For landowners, it became
cheaper to hire day labourers than to maintain servants in the house. On a rainy
day, the day labourers were sent home. A similar development is seen today
in the platform economy (PE) where hired employees are being displaced by
day labourers, who sit in their cars or caravans unpaid, whenever there are no
customers or commissioned work to perform (O’Conner 2021).
Those workers sitting in their cars are employed in the PE, characterized by
digitalization and artificial intelligence. The umbrella concept of PE implies
new ways of working, socializing and creating value in the economy through
digitalization. Best-known examples of such platform-based reorganizations
of human activities include the world’s largest online marketplace Amazon,
the social media giant Facebook and the ridehailing app Uber. The vision of
PE is not dominated by foresight on how technology will enable humans to
live in paradise on earth, and where scarcity and poverty will be forgotten,
but rather by predictions of dystopia. Technological unemployment occurs
when an employee has human capital that has no value in the labour market.
No one wants to pay an employee to use his/her skills. Already, John Maynard
Keynes (1930 [2010]) issued a warning in his widely cited essay “Economic
Possibilities for Our Grandchildren”, in which he predicted technological
unemployment that would take away humans’ livelihoods. Keynes suggested
introducing a 15-hour workweek by 2030 to address technological development. Keynes (1930 [2010], 325) defined technological unemployment as
“unemployment due to our discovery of means of economising the use of
1
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labour outrunning the pace at which we can find new uses for labour”. Again,
the question of how to find suitable employment for those whose jobs are
expected to be replaced by machines has become again a pressing issue for
social policy debates.
A new warning was issued by Oxford Professors Carl Benedikt Frey and
Michael Osborne (2017), who estimated that 47 per cent of US jobs were at
risk of automation. The study was not unanimously accepted in the scholarly
field, but it was strong enough to revitalize the old “machine beats man”
debate.
In the context of this book, technological unemployment is defined as the
loss of jobs caused by technological change. Technological unemployment
is closely linked to labour-saving technologies (LST) which assist people at
work and replace human employees. Technology is a key structural factor
affecting the demand for labour. Structural unemployment refers to unemployment due to a change in the demand for specific skills and jobs. Before
modern communication technology, technological unemployment referred to
labour-saving “mechanical-muscle”, meaning machines replacing manpower
and horsepower. The modern notion of technological unemployment concerns
the “mechanical-mind” processes, whereby digital tools take over tasks previously performed by humans. In the industrial context, technological change is
coined as Manufacturing 4.0, which is expected to create benefits and wealth
for the manufacturing companies that are employing automated and robotized
manufacturing systems.
LST comes with a Janus face: on the one hand, humanity is heading towards
an emancipated future where human potential becomes fulfilled as menial
tasks are outsourced to robots, while on the other hand, transformation risks
displacing people from wage labour, leading to the growth of precariousness,
unemployment and inequality (Hyötyläinen 2021). With ever intensifying
economic globalization, technological change will have an impact across the
globe with potential political repercussions. An increase in precariousness,
unemployment and inequality may lead to widespread discontent which is
a breeding ground for xenophobia, populism and political violence.
The dystopian visions have called for social policies to protect people from
the alleged devastating effects of predicted mass unemployment. While scholars still disagree on the scope and rate of changes in the labour market, different models of change are already discussed around the globe. All rich countries
have social policy schemes which support people without gainful employment.
Workers have come to rely on these schemes during times of crises on the
company level (e.g., factory closures) or on the macro level (economic recessions). These schemes include unemployment insurance benefit schemes and
tax-funded social assistance schemes which will be discussed in this book.
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Technological change is not the only factor affecting the future of work. The
COVID-19 pandemic and war in Ukraine have shown how unexpected external shocks can destabilize societies and create disruptions in work and family
life. The pandemic has demonstrated in very concrete terms that predictions of
future threats can materialize. The most prominent of those threats is climate
change, which increases risks and adds significant complexity and volatility
for any future predictions. Climate change and extinction of species have
immediate effects on the physical environment, but they are already impacting
livelihoods as well. Environmental crises can involve complex risks such
as profound disruptions to daily life, livelihoods and employment globally.
Climate change mitigation policies may result in loss of jobs for low-skilled
workers in high emission industries, increased food prices arising from the use
of grains as alternative energy sources (biofuels), increased prices for energy
and transport due to taxes or the ending of subsidy, and relocation of communities due to sea barriers or other physical adaptation (Costella et al. 2021). There
is a need to consider social policies not just as a response to technological
unemployment, but also as instruments for transitioning to a climate-resilient
future, with necessary adjustments in individual and community-level behaviours and attitudes.

SOCIAL ASSISTANCE
Unsurprisingly, politicians, scholars and activists seek solutions for potential
large-scale technological unemployment from unemployment benefit schemes
dating back to the industrial age. These schemes fall into two distinct categories. Insurance-based schemes provide support for eligible members who have
paid contributions to the schemes. The benefits are most often tied to previous earnings allowing workers to maintain their lifestyles and consumption
patterns, while looking for new job opportunities. Social assistance schemes
are tax-financed. They offer flat rate benefits to those who do not qualify
for insurance-based schemes. The higher replacement rate in unemployment
insurance schemes allow the workers to refuse low-paid job offers or work
outside their professional or residential area. The flat rate benefits provide
no such protection. Instead, they come with various benefit conditions and
sanctioning policies. The definition of social assistance is complicated by the
fact that some countries have tax-funded benefits schemes for specific risk
categories, for example, unemployment, sickness, maternity. In this book these
schemes are referred to as social assistance as long as they are tax-funded and
flat rate cash benefits.
This book will focus on the particular group of unemployed who are not
covered through unemployment insurance schemes and who need to rely on
social assistance cash benefits. These people (outsiders) have much higher

Heikki Hiilamo - 9781800880801
Downloaded from PubFactory at 01/10/2023 01:16:52AM
via free access

4

Participation income

poverty risk and their position in the labour market is much weaker than for
those having unemployment insurance (insiders). However, they may not be
directly affected by technological change as much as those who rely on unemployment insurance benefits. In most Organisation for Economic Co-operation
and Development (OECD) countries, social assistance has traditionally functioned as a residual safety net for those cases of need, where there exist
neither a direct entitlement nor an indirect one to social insurance benefits. As
long-term unemployment developed into the main cause for increasing social
assistance caseloads in the 1990s, social assistance turned into a major unemployment benefit scheme for a large number of the non-disabled working-age
population (Lødemel 1997).
The term social assistance is widely used but there is no universally recognized definition for it (Ditch and Oldfield 1999; Eardley et al. 1996a; Lødemel
1997). The difficulties in defining the term are due to, for example, a large
variety in the content of social assistance schemes. A central feature of social
assistance is that it is aimed to “insure” the population against loss of income,
due to unspecified risks. Social assistance is targeted at those who are not able
to make ends meet through the labour market, family and welfare state first-tier
benefits. It is not connected to previous employment or paid contributions. It
is the last-resort in nature.
Social assistance addresses a large mixture of unspecified social problems.
The way these problems are faced and defined differ across countries, but
the population covered by social assistance benefits is more or less the same
(Kuivalainen 2004). In terms of labour market status, the recipients consist of
long-term unemployed people, young unemployed with no work history, and
those people who are outside the labour market due to care responsibilities,
social and health problems, or lack of skills. These groups face multiple barriers to employment and overlapping social risks (disability, sickness, addiction
problems, care responsibilities, lack of skills, etc.). However, the barriers are
hard to address with a one-size-fits-all approach. Social assistance recipients’
employability is also affected by motivational issues relating both to structural
conditions (quality of jobs available, incentives in benefit schemes) and personal circumstances.
Social assistance mirrors the values and morals of the society as social
assistance schemes are set out to control the behaviour of recipients. As
a means-tested benefit, social assistance is bound to penalize personal effort
(Atkinson 1996). In the worst-case scenario, the poverty trap may involve
marginal tax rates in excess of 100 per cent (meaning that work income may
actually reduce net income), in the best-case scenario the marginal rates are
still higher than those levied on the rest of the population. For social assistance,
means-testing takes place on the household level, which also discourages those
out of work from earning income. This is particularly important for young
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people and women. A significant minority of those with incomes below the
social assistance level may not claim the benefits to which they are entitled.
The incomplete take-up may not only imply inadequate information, but may
also reflect deep-seated objections to claiming means-tested benefits. The
objections relate to red tape and tough behavioural conditions imposed on the
recipients.
In some countries social assistance is associated not only with income
maintenance, but also includes individual-based social work, rehabilitation
and training, while in some countries social assistance refers to discretionary
supplementary schemes (Kuivalainen 2004). Whatever the approach, social
assistance is closely connected with relative poverty, which is defined as the
inability to participate in the minimum acceptable way of life in a society. This
notion carries numerous dimensions from access to media to daily diet.
Participation in the acceptable way of life owes, among others, to poverty
researcher Peter Townsend (1979, 6) according to whom
individuals, families and groups in the population can be said to be in poverty, when
they lack the resources to obtain the type of diet, participate in the activities and
have the living conditions and amenities which are customary, or at least widely
encouraged, or approved, in the societies to which they belong.

Poverty means lacking the resources needed to participate in the acceptable
way of life of the surrounding society. However, participation is a broader
concept than consumption. It deals with much wider issues than just the
scarcity of money (Hiilamo and Kangas 2013). Education, health, cultural and
social capital, and so on must be included in the bundle of capabilities needed
for the full and free participation in societal activities (Sen 2009a).
The most common way to measure relative poverty is to define poverty as
a percentage of the population that is below a certain threshold of income. The
measure is also called at-risk-of-poverty. Poverty can also be conceptualized
as social exclusion, that is, people are excluded from the “normal” way of life.
However, the higher the poverty line, the more problematic the comparison
gets, as working poor, that is, individuals with low-paid jobs, are included in
the population defined as poor.
Relative poverty has weaknesses as a yardstick for those people who need to
rely on social assistance. Like other poverty measures it assumes that poverty
(or a status as long-term social assistance claimant) is a discrete condition
that is immediately acquired or eliminated by cross particular income limit. It
does not consider the depth of poverty. Poverty is an interval variable, as the
desperate poor with no income or very low income are worse off than the poor
just below the poverty threshold (Brady 2003). The so-called interval measure
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to poverty adds a weight for the income equality among the poor. Poverty gap
adds information on the depth of poverty.
In most OECD countries, the social assistance is set well below the
at-risk-of-poverty ratio (60 per cent of median income). The level of social
assistance and eligibility to social assistance determine how well the social
security system without labour market programmes will succeed in alleviating
poverty (Kuivalainen 2004). The connection between poverty and labour
market programmes is a dynamic one, where the entrance into the labour
market subsequently increases market incomes, reduces dependency on
means-tested benefits and diminishes the risk of poverty. With data from the
Luxembourg Income Study, Figure 1.1 shows the relative poverty rates for
total population with a 40 and 60 per cent poverty threshold from the early
1970s to late 2010s, in the countries which will be discussed in this book.
Poverty rate has remained at a record high in the United States (US) throughout the period. However, after the Global Economic Crisis poverty rate in
Spain was higher than in the US. Spain demonstrates the most notable increase
in poverty rate. In Canada poverty rate decreased towards the early 1990s
but then started to increase. Poverty rate with 60 per cent poverty threshold
decreased most remarkably in Denmark after the late 1980s. Poverty rates in
Germany, the Netherlands, Denmark and Finland have remained clearly below
the level shown in the US, Spain and Canada. Since the late 1990s poverty
rate has increased in Germany. That is the case also in the Netherlands after
the Global Economic Crisis. Finland is the only country where poverty rate
has been decreasing since the crisis. These figures only measure the share of
population below poverty threshold. They do not indicate how far poor people
on average are from the poverty threshold (poverty gap).

LONG-TERM UNEMPLOYMENT
People in the labour force can be placed in three categories: employed,
short-term unemployed and long-term unemployed. Social assistance schemes
mainly cater for the people in the third group. The relation between work and
social assistance has been a key element in welfare schemes for a long time
(Lødemel 1997). Ever since the 1990s, the western welfare states witnessed
a pendulum swing from unconditional entitlement to social benefits towards
a greater emphasis on welfare-to-work arrangements. The political discourse
on social assistance schemes has changed from providing “passive” benefits
towards a more “activating” system. The activation strategy tries to get social
assistance recipients into the labour market and pursues short-term training
and job placement as the best way of improving their situation.
Social assistance has two major objectives: prevention of ultimate material
deprivation and promoting social integration (Ditch and Oldfield 1999). The
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Figure 1.1

Source: Luxembourg Income Study, key figures (2021).
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latter aim means preventing social exclusion and marginalization. This function may be viewed in two ways. Positive measures encourage and facilitate
individual growth and social integration (linked to notions of social cohesion,
solidarity and stability), while negative measures try to minimize disincentives
to work and emphasize independent individual responsibilities. The first
approach stresses social services, community work, education and training.
The negative approach is characterized by efforts to restrict entitlements to
benefits.
Across OECD countries the governments have tried to enhance the integration of claimants into the labour market through “activation programmes”
which use financial work incentives, sanctions and active labour market
programmes (Lødemel 1997). However, the caseload reductions have largely
been due to a “creaming off” of shorter-term and better-qualified claimants
(short-term unemployed), whereby among the “stayers” (long-term unemployed) there is now a higher proportion of long-term claimants with severe,
multiple and persistent problems that prevent labour market integration.
Activation programmes have proven inadequate in employing long-term
unemployed people, and in preventing them from social exclusion (Keskitalo
2008). Activation has not been a panacea for all social ills or a “tide that will
lift all boats”. That is especially the case for those who have received social
assistance for a long time, that is, at least two years. This group of claimants
is sometimes called “hard to serve” (or hard to place). They are people of
working age who face multiple barriers to employment. They are not disabled
or have at least initially not claimed public assistance benefits because of
a disability that fully prevents employment.
Long-term unemployment in the age group 20 to 64 was reduced among
the 27 European Union (EU) countries between 2011 and 2020 as the countries were recovering from the Global Economic Crisis (Figure 1.2). The
most remarkable change happened in Spain. However, in 2020 long-term
unemployment was still at a very high level in Spain in comparison with
other European countries discussed in this book. These countries – Denmark,
Finland, Germany, the Netherlands – have experimented, as will be later illustrated, with new policies to tackle long-term unemployment. These policies
emphasize activation of the social assistance recipients and include new types
of social engagement for the long-term unemployed.
The problem with unemployment statistics is that they fail to record those
people who might want to work but are excluded from the standard international definition of unemployment, which generally requires that the person
has been searching for a job within the last four weeks. These people include
those who are not looking for work because they believe no work is available
for them (the so-called “discouraged workers”).
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Source: Eurostat (2021b).

Figure 1.2

Long-term unemployment percentage of labour force in
selected countries, 2011–20

The experiences from a country with the longest experience in welfare-to-work
programmes, namely the US, have proved that even the most successful programmes do little to lift individuals out of poverty, while all but a handful
are associated with no more than modest improvements in employability,
once labour market conditions are considered (Theodore and Peck 2001, 91).
However, evaluation research especially in the Nordic countries underlines
the fact that even in the absence of employment effects, activation may have
positive welfare outcomes for individuals as well as for the society as a whole
(Hanesch et al. 2001, 145).
Long-term social assistance receipt is closely connected with long-term
unemployment. Figure 1.3 shows the share of long-term unemployed (structural unemployment is used as a proxy for long-term unemployment) and
the share of long-term social assistance recipients aged 25–64 as percentage
of total population of same age and in Finland (unfortunately similar data is
not readily available for other countries discussed in this book). The latter
category includes people who have received social assistance for at least ten
months during the year. Structural unemployment comprises people who are
by the official definition difficult to employ. This group include long-term
unemployed, repeatedly unemployed, those becoming unemployed after activation programmes, and those repeatedly circulating between labour market
measures. The categories describe the conditions of people at the margins of
the labour market.1
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Source: Sotkanet (2021).

Figure 1.3

Long-term social assistance receipt and structural
unemployment in Finland, 2008–20

Despite economic recovery since 2008, the dysfunction of labour markets
continues with the new technologies especially replacing those jobs which
still are available for low-educated workers (Simpson 2021). As illustrated in
Figure 1.3, the share of people in the margin of labour markets has increased,
for example, in Finland since 2019. COVID-19 has accelerated the speed of
digitalization and automation in the labour market. The pandemic has also
increased unemployment. Social assistance caseloads have been growing.

PROMISE OF A BETTER FUTURE: UNIVERSAL BASIC
INCOME
While both social insurance and social assistance schemes have been discussed
in the context of technological unemployment, the innovations around the
social assistance schemes have gained more attention. Universal Basic Income
(UBI) dominates the debate by calling for a radical change where the existing
social assistance recipients’ categories (unemployed, disabled, the elderly, and
those caring for a child or a frail family member) would be replaced by a single
individualized income support without means-testing or work requirement
(Torry 2019). The case for basic income (BI) is based on the notion that the
current social security system, designed for an industrial and outdated society,
is dysfunctional in a globalized society where many workers are forced to
function in a short-term capacity.
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BI was mooted in academic circles for decades and had a period of serious
attention in the 1970s, before going under the policy radar for the majority of
the subsequent three decades (De Wispelaere 2016). In the 1970s, the concept
of BI gathered interest from legislators and governments in the US and Canada
resulting in local experiments (Ashenfelter 1978, 1983; Ashenfelter and Plant
1990; Hum and Simpson 2001). As the centrepiece of his welfare reform
programme, President Richard Nixon proposed a negative income tax. The
four negative income tax experiments (Seattle-Denver, New Jersey, Rural and
Gary) in five US states between 1968 and 1980 and in the Canadian province
of Manitoba between 1974 and 1979 were deemed a scientific success in terms
of informing the decision-makers on the effects of experimental interventions
but disappointing for those who hoped they would lead to policy changes.
The results showed that employment fell slightly, although for good reasons
(mothers stayed longer with their children and more time was spent in education) (Greenberg and Halsey 1983).
Once the negative income tax experiments in the US and Canada were determined unsuccessful, the idea of BI continued to float without any intellectual
link to previous experiments, as a political philosophy concept among a small
group of enthusiasts in Europe. The Basic Income Earth Network (BIEN),
founded in 1986, advocates a regular cash payment paid periodically to every
individual within a defined political community, irrespective of the recipient’s
income or wealth and without reference to any prior contributions or work
history, or imposing behavioural conditions upon receipt (Van Parijs and
Vanderborght 2017). In the following, those who promote the BIEN definition
of UBI are addressed as BI advocates.2
After the Global Economic Crisis of 2008, the discussion around BI quickly
grew into a global scene of BI enthusiasts. Also, politicians and business elites
took interest in BI as a remedy against projected mass unemployment resulting
from technological change. For example, Tesla owner Elon Musk noted in
February 2017 at the World Government Summit in Dubai: “I think we’ll end
up doing universal basic income … It’s going to be necessary … There will be
fewer and fewer jobs that a robot cannot do better. I want to be clear. These are
not things I wish will happen; these are things I think probably will happen”
(Fast Company 2017). The same year Facebook founder Mark Zuckerberg said
in his commencement address at Harvard that “technology and automation are
eliminating many jobs” and that “we should explore ideas like universal basic
income to give everyone a cushion to try new things” (McGaughey 2021). The
predictions sound ironic in a world where a busload of billionaires like Musk
and Zuckerberg may own more wealth than half the planet (Forbes 2021). The
very same people who are concerned with the effects of automation, could be
in the process of making half of the labour force redundant with the new technology they own. The strive for social justice dominates BI activists’ discourse
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on BI, while the policy makers are more interested in BI’s alleged positive
effects on employment and income generation. There are strong arguments
both in favour and against for any type of BI, but rather little real-world evidence as to how people would react and behave in real life when they would
get unconditional guaranteed income.
Since 2020, the economic fallout of the COVID-19 crisis has caused unprecedented insecurity and hardship across the world. As one way to deal with the
social protection gaps, many countries implemented emergency basic income
(EBI) as an income support for people in difficult situations: out of work, on
reduced hours, at risk working in unsafe conditions, recipients of targeted
social assistance benefits (lack of income from informal sector), senior citizens
exposed to the danger of the virus and struggling with greater health risks.
The term EBI refers to temporary regular cash transfers with no strings
attached, during, for example, lockdown phases or the duration of the pandemic (De Wispelaere and Morales 2021, 249). Among the global players to
turn to EBI during the COVID-19 pandemic, the Japanese government paid all
citizens 790 euros as a one-off tax-free payment in 2020. The US paid three
Economic Impact Payments (totalling 2,700 euros for low- and middle-income
households between March 2020 and March 2021). South Korea, meanwhile,
implemented an emergency relief payment of 300 euros for all households
in 2020 with a more targeted follow-up payment in 2021. Italy also granted
temporary relief payment (Reddito di Emergenza) for low-income groups.
However, Finland, a country which experimented with BI between 2017 and
2018 (Kangas et al. 2021), did not implement any EBI measures.
EBI offers clear benefits at a time when a significant portion of the workforce is forced to stay at home. It provides support for individuals and families,
as well as small businesses facing economic hardship. EBI covers not only
those in standard employment but also the self-employed, and the precariously
employed. A critical advantage of EBI was that it offered urgent income
support to those with care responsibilities – paradoxically in many cases
deemed “essential workers” (De Wispelaere and Morales 2021). It is a tool that
can target those most vulnerable to the economic crisis, providing – at least in
principle – immediate cash assistance since there are no delays or lags due to
eligibility checks.
EBI was framed not only as a measure to alleviate poverty, but also as
a means to boost the purchasing power to kick-start depressed domestic sectors
of the economy. It was also purported to promote pandemic solidarity by offering a burden-sharing mechanism that compensates those who have lost work
or business opportunities and those essential workers who were continuing to
serve the affected at considerable personal risk (De Wispelaere and Morales
2021). Finally, EBI related to policy responses that promote social and eco-
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nomic resilience and pandemic preparedness. Most of the EBI schemes were
abandoned once the worst phase of the pandemic was over.
The issue of conditionality of income support did not have any relevance
during the pandemic when all social and professional activities were discontinued. The big questions concerning solidarity related to stopping the epidemic
through personal compliance with authorities’ recommendations. Workplaces
were closed and workers fired as if the doomsday predictions of automation
had materialized within a few months. Others argue that the social policy innovations put in place in response to the COVID-19 crisis provided a glimpse
into dynamics of large-scale social changes the ecological crises will bring
about (McGann and Murphy 2021). Apart from posing serious threats and
uncertainties, global crises such as pandemics also present governments with
opportunities to try new and even radical policy options. However, pandemics
and other emergencies rarely lead to major reconfigurations in social policy
(Castles 2010). The BI advocates hope that EBI will create path dependency
towards more permanent BI schemes.

UNIVERSAL BASIC INCOME CRITICS
Given the lack of ideas to reform social assistance schemes among the rich
countries, enthusiasm for UBI appears as a fresh new start. The debate has
sparked many scholarly and popular books, each of which contains arguments
for UBI. Scholarly criticism of UBI as well as alternative proposals have
been few and far between. Professors Lane Kenworthy, Bo Rothstein and Ian
Gough, however, offer profound criticism towards UBI.
Professor Lane Kenworthy (2020, 113–17) from the US, who advocates an
adoption of Nordic-style social democratic capitalism across rich countries,
gives four objections against BI. Kenworthy’s first objection against BI as
a precautionary measure for technological unemployment deals with the role
of government in letting people choose what to do with the help they get from
government. Kenworthy (2020, 114) acknowledges the appealing quality of
this presumption but points to the fact that “a key purpose of government is
to help individuals to do things they should but otherwise wouldn’t, or to do
those things for them”. For example, caseworkers for active labour market programmes help people to develop their skills and find employment. Paternalism
has a place in a good society, Kenworthy argues.
Kenworthy’s second argument touches upon major criticism directed
towards any social assistance scheme that would allow people to opt out of
employment. As suggested above, this is one of BI’s chief virtues for its proponents, a powerful instrument to promote freedom from unpleasant paid work.
Kenworthy points out that a decline in employment rate would have troubling
consequences for a tax base required to pay for generous social schemes and
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government’s other functions.3 The exit option from employment would also
breach the reciprocity norm which is essential for maintaining the legitimacy
of any welfare state. It would also erode support for government policies to
provide jobs and guarantee full employment. Kenworthy’s third argument
aligns with the second: a costly UBI would likely replace some existing public
insurance schemes. That would hurt governments’ ability to allocate resources
according to differing needs and circumstances (and to promote freedom).
Finally, Kenworthy (2020, 114) contends that UBI’s benefits are uncertain,
while social democratic policies, which he recommends, are known for yielding very good outcomes.
Kenworthy emphasizes that his objections concern only the near future. He
is ready to reconsider this position if “machine beats man” in the more distant
future:
In the future, artificial intelligence may advance to a point at which robots are able
to perform complex in-person service tasks – preschool teacher, elderly caregiver,
yoga instructor – the humans do. Robots don’t get sick or show up late for work, so
it’s likely that as consumers we will prefer them over humans. (Some might favor
humans because they’re quirky, but presumably robots can be programmed to have
that feature too). In this scenario there may be few jobs that we’re willing to pay
other humans to perform. A basic income would then be a necessity.

The Swedish Professor Bo Rothstein’s (2017) criticism against UBI resonates
with Lane Kenworthy’s arguments. Rothstein argues that UBI would be unsustainably expensive jeopardizing welfare states’ ability to maintain quality in
essential public services such as healthcare, education and care of the elderly.
Consequently, the middle classes would opt for private services, which would
reduce their willingness to pay for public services, leading to a downward
spiral. Rothstein calls UBI “a death sentence for most universal welfare state
programs”.4 Rothstein also points to the free-riding problem where young
people would take UBI as a government handout supplementing it with
“irregular” income from drug trafficking, prostitution and the like. He fears
that young people could also leave their home countries with UBI and support
themselves with it while “surfing on the beaches of Bali”. Criticism of such
behaviour might lead to a downward pressure on the level of UBI. Rothstein is
also concerned with the exit option from paid work. He argues that the current
argument for technological unemployment is as weak as it was during the
Luddite movement in the 19th-century English textile industry. With ageing
populations, there is, for example, an ever greater demand for care work.
Finally, there is an emerging critique of UBI from the ecological movement.
Professor Ian Gough (2020) from the UK criticizes BI from an eco-social
perspective. According to Gough, BI focuses solely on money income as the
route to meeting basic needs and thereby strengthening the role of money in
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everyday life, privatizing consumption and leaving present social relations
untouched. The calls for BI overlook, for example, the critical social consumption and social investment functions of public health services and public education. Aligning with Rothstein, Gough criticizes BI for ignoring the first part
of Marx’s famous definition, “from each according to their ability” (Gough
2020). According to Gough, “from a human need perspective, participation
in productive and reproductive activities, as well as contribution to collective
welfare, is essential for self-respect, cognitive development, and purposeful
socialization”. Gough does not believe in BI’s capacity to encourage people to
shift some of their time from resource-depleting labour activities to “resource
preserving reproductive activities”. Gough points out a dilemma at the coupling of BI with degrowth where “an expanded and fiscally more demanding
state is superimposed on a shrinking economy”. According to Gough there is
a pressing need for a radical investment strategy to attain a just transition to
a sustainable economy through the decarbonization of production and consumption, climate adaptation programmes, and for social consumption rather
than individualized consumption. Instead of BI Gough (2019) advocates universal basic services which recognizes the multifarious nature of human needs
and the role of collective services alongside money income.
Also, Sophie Swaton (2018) considers BI inadequate to facilitate ecological transitions. BI has a cash dimension only, which according to Swaton
cannot effectively guarantee freedom because it does not provide support for
people’s other needs. Next, BI ignores the value and meaning of work. Work
not only gives people money to live and social recognition, but it also endows
people with an opportunity to express their values in finding meaningful and
self-fulfilling careers. The aims of BI are also confusing regarding the ecological transitions. Is BI about fighting poverty, boosting growth or promoting
environmental activities? Swaton (2018) directs the toughest criticism towards
the individual dimension of BI. According to Swaton, UBI advocates “extol
the virtues of an exclusively individual right with no collective aspect or
common action”.
Despite the uncertainty around technological unemployment as well as
uncertainty around ecological crises and the obvious weaknesses of BI as
a remedy against it, there is an urgent need to reform existing social assistance
schemes. Recent examples of activation policies and BI experiments have
demonstrated these schemes do not currently provide expected results. They
are even less likely to do so in the future.
This book will explore the avenues for participation income to fix the
pitfalls of BI outlined above. Before getting into details concerning participation income models (and necessary amendments to the original idea of
participation income) more information is needed concerning the challenges
a new social assistance programme must stand up against. The next chapter
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will discuss future employment scenarios in rich countries, together with their
social consequences. A special emphasis is given to the role of education. The
following chapter analyses other existing challenges for alleviating poverty
and inequality. After that the current schemes to prevent labour market exclusion in rich countries are analysed. The discussion continues with a review
of lessons learned from recent BI experiments in Finland, the Netherlands,
Ontario and Barcelona. Then the idea of participation income is presented
through previous literature as well as with theories behind the concept. One
chapter discusses criticism of participation income and another new forms of
participation income. Before the conclusions, the elements of participation
income in the social assistance reforms in the Netherlands, Germany, Denmark
and Finland are analysed.

NOTES
1.

2.
3.
4.

According to the statistical definitions, the long-term unemployed are those who
have been continuously registered as unemployed jobseekers for 12 months. The
repeatedly unemployed are those who have been unemployed for more than 12
months in the last 16 months, excluding the above continuously long-term unemployed. Persons who become unemployed after activation programmes include
those who within the past 12 months have taken part in a labour market policy
measure, labour market support traineeship or coaching for working life, labour
market training, job alternation as a substitute, rehabilitative work, independent
studies, or work and training try-outs; whose placement has terminated three
months before the day of count; and who are unemployed jobseekers on the
day of the count that month. Finally, persons who repeatedly circulate between
labour market policy measures include those who take part in labour market
policy measures, labour market support traineeship or coaching for working
life, labour market training, job alternation as a substitute, or rehabilitative work
on the day of the count; who within the last 16 months have taken part in some
of the above-mentioned measures which have terminated three months before
the commencement of the measure on the day of the count; and who have been
unemployed jobseekers at least for a total of 12 months or taken part in the
above-mentioned measures within the last 16 months.
The difference between an advocate and an agnostic is that the advocate has
enough evidence for defending her or his positions, while an agnostic continues
to look for more evidence.
Kenworthy’s argumentation ignores the fact that besides income taxation other
ways to finance welfare state could be used (e.g., carbon tax, land tax, Tobin tax).
Rothstein’s argumentation ignores the fact that in many countries, including
Sweden, the middle classes are already increasingly relying on private services.
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The primary issue for technological unemployment is the expected labour
market impact of technological change, which in the modern time, includes
broad and vague concepts such as automation, robotization, increasing computing power, Big Data, the penetration of the Internet, the Internet-of-Things,
online platforms and artificial intelligence (e.g., Acemoglu and Restrepo
2018; Arntz et al. 2016; Autor 2015). The phenomena are also discussed under
several other terms such as, the Fourth Industrial Revolution and the Second
Machine Age. Irrespective of the term used, one school of thought claims that
new technology will displace human labour and this time not just blue-collared
tasks, but also white-collared tasks which will consequently result in labour
market disruptions, while another school emphasizes job polarization both in
terms of wages and employment vulnerability between routine low-skilled and
non-routine high-skilled workers. What is unique this time is that technology
enables the rise of the platform economy and thus the rise of low-skilled but
non-routine manual work. These developments would result in widespread
poverty and inequality.
The discussion around social protection reforms is based on the idea that
changes in the economic environment will generate new welfare needs, which
in turn will lead to reform of welfare states (Wilensky 1975). In terms of its
axioms, this approach is functional. In the literature, it is known as industrialization theory. The theory argues that industrialization as such created the
need for a welfare state (not for an affluent society) when it broke the bonds
between guilds, relatives and families, in other words, the networks that earlier
guaranteed social security. A welfare state is seen as a result of modernization,
not only the logic of industrialization, but also that of modernization explains
its expansion. Economic development, industrialization and modernization
are prerequisites for a welfare state: on the one hand, they create needs, and
on the other hand, resources for serving those needs. Uptake of technology
and its labour market consequences are influenced by intervening institutions:
industrial relations system, politicians and political parties, and possible street
or workplace protests. Social policy is needed to mitigate worse labour market
outcomes resulting from new automation.
17
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THIS TIME IS DIFFERENT – OR NOT?
In assessing the future welfare needs emerging from technological change,
two possible trajectories can be identified (Pulkka 2019). With reference to
the effects of previous technology-induced disruptions, the “this time is different” scenario suggests that progression in digital technologies and artificial
intelligence is exponential and stable. Therefore, it is difficult to foresee the
dynamics of the new demand for labour, harder for current workers to adjust to
it with education, and almost impossible for educational institutions to provide
future workers with the type of skills needed. The scenario implies that without
a major overhaul in policies, the digital economy will cause mass unemployment in the short and long term. The biggest losers will be people with low
education, but the highly educated are also at risk.
The opposing “this time is no different” scenario maintains that in the
wake of technological changes, people have always been able to re-educate
themselves for new jobs and technological change has always created new
jobs. This neo-Schumpeterian scenario acknowledges the fact that while technological change has destructive effects on labour markets, it also has positive
effects. Technology changes people’s lifestyles and creates a demand for jobs
that do not exist today or that currently play a very minor role. However, even
this view comes with the prediction that depending on time lag effects, automation will lead to more evolution of job tasks and short-term unemployment.
The OECD has observed for a long time the development of labour markets
in member states to determine the impact of artificial intelligence (AI) on the
labour market. According to the OECD’s definition, AI is “a machine-based
system that can, for a given set of human-defined objectives, make predictions,
recommendations or decisions influencing real or virtual environments” (Lane
2021). Currently, AI is transforming high-tech industries such as automobile
and assembly, telecoms, transport and logistics, financial services and consumer packaged goods, retail and healthcare. The adoption is still at an early
stage.
The OECD points to three qualities of AI which make it unique as a technology affecting labour markets (Lane and Saint-Martin 2021). First, AI is
a general-purpose technology with potential application across a wide range
of occupations and sectors of the economy. That warrants comparison of AI
with computing, electrification and the steam engine. Second, as opposed to
previous technological innovations, AI can perform some non-routine cognitive tasks. So far, automation has made mostly routine and low-skilled tasks
redundant. With AI’s problem solving, reasoning and perception capabilities
are likely to replace some tasks performed by high-skilled professionals such
as radiologists, lab technicians, engineers, lawyers and actuaries. Third, AI
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brings new opportunities and challenges to the work environment. With AI’s
capacity to collect and process large amounts of data, a data-driven approach to
business processes from recruitment to retention may bring bias and insecurity
to the workplace. Inaccessible algorithmics monitoring workers dominate the
dystopian vision of the workplace.
Is this time different? A newly introduced AI-powered tool can condense,
with natural language processing, even the most complex computer science
papers into a single-sentence summary. Does this mean that fewer research
assistants will be needed in the future? As researchers, we will be happy to use
the tool to avoid the gruelling task of mapping out evidence on a new topic,
while having the suspicion at the back of our minds that these types of applications may completely replace us in the future. Similar examples are abundant
in other fields. However, the OECD literature summarizing the findings of the
impact of AI on the labour market concluded that “this time is not different”
(Lane and Saint-Martin 2021). The summary concludes:
From a theoretical perspective, the impact of AI on employment and wages is
ambiguous, and it may depend strongly on the type of AI being developed and
deployed, how it is developed and deployed, and on market conditions and policy.
However, the empirical evidence based on AI adopted in the last 10 years does not
support the idea of an overall decline in employment and wages in occupations
exposed to AI. While AI is capable of performing some non-routine cognitive tasks,
some bottlenecks to adoption still remain, and many tasks still require humans to
carry them out. Thus, much of the impact of AI on jobs is likely to be experienced
through the reorganisation of tasks within an occupation. Certain groups of workers
may be more capable or better positioned to take advantage of the benefits that AI
brings, use AI in a way that is complementary to their work, and avoid its negative
impacts.

There is and never has been convincing evidence that automation leads to
long-term contraction of employment. The outcome is attributed to compensation effects which happen through
1.
2.
3.

4.
5.

New machines. New jobs are created to build the new equipment that
applied innovation requires.
New investments. The cost savings and increased profits from the new
technology will be invested to create new jobs.
Changes in wages. Technological unemployment may (a) lower wages
allowing more workers to be re-employed at the now lower cost or (b)
increase wages as a result of improved profitability, increased income
leads to more consumption, which in turn encourages job creation.
Lower prices. Technology creates more demand, and therefore more
employment.
New products. Innovation directly generates new jobs (Vivarelli 2012).
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These compensation mechanisms illustrate how technological transformations
do destroy jobs, but they also create and transform them. They also describe
the so-called “Luddite fallacy”.1 Those farm workers who were destroying
threshing machines in the 19th century failed to account for technology’s
capacity to create new jobs. Similar fallacy still exists. To the degree technological change embrace labour markets, there will be both job losses and job
gains but not necessarily in the same locations.
Two of the compensation mechanisms mentioned above – lower prices
and new products – are aptly demonstrated in New York City where yellow
taxi rides have decreased dramatically since the emergence of “ridehailing”
applications, most pronouncedly Uber and Lyft, in 2015. Data from NYC Taxi
& Limousine Commission shows that while the market entry has dramatically
decreased demand for yellow taxis, the overall amount of taxi rides increased
until the COVID-19 pandemic (Figure 2.1).
As Kenney and Zysman (2020) summarize, the e-commerce company
Amazon illustrates the effects of automation on labour markets. The company
has increased sales exponentially (Figure 2.2). Amazon’s business model is
a powerful engine wired with automation and AI. First, clerks in shopping
malls are being displaced by warehouse workers, workers in warehouses are
being augmented or replaced by robots and finally, last-mile delivery drivers
are being converted to contractors. Amazon’s badly paid contractors (drivers
sitting in their cars) compete with other delivery firms where workers are at
risk of losing their jobs. Purchases from Amazon cut revenues from local businesses. Consumer spending and control are transferred from the community to
Amazon’s headquarters increasing spatial inequality. Amazon is also having
an impact on the third-party vendors who sell their products through Amazon’s
platform.
Due to the sheer volume of purchases it processes, Amazon has significant
leverage for extracting a greater share of revenues from its third-party vendors.
The vast expansion of Amazon’s new markets extends pressure on prices and
wages to ever increasing market segments and locations. Initially, Amazon
competed only with bookstores and other online booksellers before starting
to compete with nearly every retailer, online and offline. It has also entered
the book publishing and warehouse business putting downward pressure on
prices and wages. Amazon may decrease local employment and contribute to
a further hollowing out not only of downtown retail, but also suburban shopping centres. The other side of the coin is that Amazon and other companies
utilizing digital technologies create jobs for those who were suffering from
unemployment (Kenney and Zysman 2020).
Amazon’s competitive edge is created through operations that are dominated by automation and algorithmic monitoring to accelerate the pace
of work. This is affecting general labour standards in logistics. According
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Source: NYC Taxi & Limousine Commission (2021), https://toddwschneider.com/dashboards/
nyc-taxi-ridehailing-uber-lyft-data/.

Figure 2.1

Taxi trips per day in New York City by taxi type, 2010–21

to Kenney and Zysman (2020), Amazon separates its workforce between
a salaried white-collar elite employed in offices and a far larger number of
temporary workers, labour contractors of all kinds and full-time workers who
are employed in gruelling algorithmically monitored conditions. The result
of Amazon’s unrelentingly push for greater automation in every facet of its
businesses means that employment is temporary everywhere. It is necessary
to emphasize that this is happening in the context of weak labour market
regulation, which means that the development may not be similar in more
coordinated market economies.
As the example of Amazon illustrates, short-term creative destruction and
ensuing technological unemployment is inevitable if there is no political
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Source: Statista (2021).

Figure 2.2

Annual net sales revenue of Amazon from 2004 to 2021 (in
billion U.S. dollars)

will for developing labour market regulation. In other words, there will be
a simultaneous increase in technological employment and unemployment.
Both exit and entry rates to the labour market change with economy, industry
and company-level variation. Changes are likely to increase inequalities with
some companies and some workers seizing the new opportunities while others
are left behind. Technological change will also create new forms of work,
the platform economy being the most visible example. The jobs may provide
opportunities for low-educated workers. Meanwhile groups that were well
protected can suddenly be exposed to social risks. New social policy measures
need to not only address those workers who will be replaced by technology,
but also those workers active in the new types of employment in the platform
economy and other types of new forms of work.
McGaughey (2021) emphasizes that technological transitions are slow,
allowing time for adaption. The rise of the automobile industry drove the US
population of horses down from 26 million in 1915 to 19 million by 1930, and
3 million by 1960. The number of horses decreased by 88 per cent, but this
development took 45 years to happen. Similarly, driverless cars are not likely
to take over any time soon. It is also worth noting that hundreds of thousands
of people die in avoidable traffic accidents and that many drivers suffer from
stress, loneliness and monotony. Driverless cars provide an opportunity to
humanize work, if drivers are redeployed with an income guarantee.
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ROLE OF EDUCATION
Digitalization is believed to permeate the world of work with far-reaching
effects on demand for skills. The crucial question is which skills will be
needed more and which less in the future? With new types and forms of robots,
physical and manual skills are likely to become less important if not obsolete.
A significant transformation will concern the division of tasks between digital
technologies and human workers. As automatable tasks will be undertaken
by new technologies (e.g., robots, algorithms), social and creative skills will
increase in importance. The changes will occur on the company level where
company strategies determine whether new technology is used to replace as
many human tasks as possible, or if the augmentation approach is chosen
whereby technologies are used to complement and enhance the skills of human
workers (Kohlgrüber et al. 2021).
The employment rate among people between 25 and 64 years with low
education (less than primary, primary and lower secondary education) has
stagnated despite the economic recovery after the Global Economic Crisis
(Figure 2.3). Among the European countries discussed in this book, two
groups emerge, males in Finland have clearly lower figures than other countries. Other countries are on a par or above the EU-27 average. Germany and
the Netherlands have improved slightly. For females, the employment rates
are well below 50 per cent in Spain and Finland, while in Denmark the rate is
just below 50 per cent. The trends demonstrate that people with low education,
especially females, have very poor chances of being employed.
Given the scope of the digital revolution, it is obvious that a broad range
of skills will be needed in the future. They include some general skills such
as digital, personal, social and methodological skills. Some skills, sometimes
called occupation-specific skills, are tied to specific professions. As technological change embraces different industries and companies, there is a continuous
need for upskilling. Upskilling and reskilling will help the workers to adapt to
new ways of organizing tasks and the emergence of new ones. New skills will
enable them to face potential job losses and navigate transitions to new jobs.
Policies and institutions can play a key role in ensuring that all workers can
successfully navigate a changing labour market. It is most likely that demand
for low- and intermediate-level skilled workers will decrease because their
tasks are more at risk of automation. This is bound to increase skill polarization
and inequality in the labour market.
For the “this time is not different” scenario, the time lag effect between the
displacement of tasks and the creation of new tasks (reinstatement effects) due
to automation is an important factor. The degree of labour market disruption
depends on new tasks and new skills (Acemoglu and Restrepo 2018). New
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Note: * Less than primary, primary and lower secondary education (levels 0–2).
Source: Eurostat: EU Labour Force Survey (2021a).

Figure 2.3

Employment rate percentage for low-educated females and
males, 2011–20

tasks tend to require new skills. But to the extent that the workforce does not
possess those skills, the adjustment process will be hampered. Even more
ominously, if the educational system is not up to providing those skills (and if
we are not even aware of the types of new skills that will be required so as to
enable investments in them), the adjustment will be greatly impeded. Another
factor that influences labour market outcomes concerns changes in skill premiums and the associated inequality in wages and employment security.
During technological transformations, labour market success more than
ever depends on human capital. With the emergence of the knowledge-based
economy, the focal points of public policies are cognitive and non-cognitive
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skills developed in early childhood (Heckman and Masterov 2007). Early
cognitive skills establish the foundation for learning throughout a person’s
life. This is ever more important with the view of the expected need to adopt
new skills and tasks in the future. The cognitive and formal qualifications
acquired during childhood and youth are intended to meet the skill demands of
the labour market, where returns are also given in monetary form in terms of
revenue to the exchequer and various insurance and saving schemes (Hiilamo
and Kangas 2013). The educational system is crucial for explaining to what
degree the parental background is inherited. Maintaining educational equality
is a challenging task given the fact that educated families often tend to go to
schools with the best reputations for their children. Technological change may
require more fiscal inputs as well as policy reforms to guarantee equal opportunity in education.
To fight back against the automation trend, there should be a general
transition to higher-skilled jobs, with the number of low-skilled jobs decreasing. The transition is facilitated by the same tools which called for change.
Digitalization comes with improved access to (online) education and training.
Among other tools, Massive Open Online Courses (MOOCs) available for
anyone to enrol for free, provide resources independent of time and place
of learning. Digital tools may also augment or even replace some highly
sophisticated general skills such as language skills. That will enable migrants
and low-skilled workers to get and keep jobs without many years of training.
However, the use of the online education opportunities and other digital tools
require access to computer hardware/fast Internet connectivity as well as basic
digital skills to use these tools. The digital exclusion or the digital divide is
a question of both material resources and quality of basic education.
However, both MOOCs and early childhood education and care may favour
socio-economically privileged groups. Simpson (2021, 134) calls for investments in postsecondary education and training in mathematics, life sciences
and analytical reasoning to produce the skills workers require to thrive in
middle-skilled jobs of the future. However, for those already in the margins
of the labour market activation policies connected with income support programmes play a major role.

SUMMARY
The fear of tomorrow is widespread. It is believed that the displacement of
low-paid workers would sustain poverty amidst plenty (Simpson 2021, 297).
However, the doomsday predictions of technological joblessness do not get
support from economic theories or past experiences. Technological change
will most likely increase job displacements with low-educated workers taking
the hardest hits, even if the platform economy may provide new jobs for
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low-educated workers. The technological change is likely to have immediate
effect on short-term unemployed workers. However, some of them will turn
into long-term unemployed. The changes call for policies which promote
human capital investment especially among long-term unemployed and the
young people not in education, employment and training.

NOTE
1.

In 1779 an apprentice named Ned Ludd was claimed to have smashed machines
in Leicester after being whipped for vagrancy (McGaughey 2021).
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Other existing challenges

The innovations around income support schemes are relevant not only with the
view of future technological transformations but also as a response to already
existing problems and challenges. Functional theories for development of
social protection are based on the idea that once a need is identified there will
be a response to this need. The weakness of functional theories is that they do
not provide an answer to the question of how needs are met, in other words,
how social needs change into social policy schemes and social rights (van
Kersbergen 1995, 12). Conflict theories emphasize conflicts between different
social actors in shaping the welfare state. According to these theories, welfare
states are born against a background of conflict and the resulting power struggles (Korpi 1978). The division of social power essentially determines how
social welfare will be distributed.
Different authors emphasize the role of left-wing parties (Korpi 1978, 1983),
the middle class (Baldwin 1990), agrarian parties and agrarian–urban alliances
(Castles 1978), and civil servants and women’s organizations (Skocpol 1992,
1995; Skocpol et al. 1985). The conflict approach is relevant if we adopt the
“this time is different” approach with a prediction of mass unemployment. To
the degree that robots and computers will replace human labour, the displaced
persons will constitute a powerful enough political group to demand action.
However, in case there will be only temporary and regionally limited waves
of unemployment, as argued above, the negative changes will concern only
a minority group of the population, which will not have the influence to push
through radical social security reforms. The fact that evidence points to the
“this time is no different” scenario emphasizes the need for reform which will
generate support from a larger constituency, not directly affected by technological unemployment.

CHANGES IN THE LABOUR MARKET
Low birth rates and ageing populations are shifting the dependency ratios of
young and older adults to people of working age across the rich countries.
Consequently, the long-term sustainability of the welfare state is under pressure and the importance of integrating as many people as possible into the
labour markets is emphasized. This means that long-term unemployed and
especially young people not in education should be employed as quickly as
27
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possible and that those without education should start towards one as soon as
possible – provided they are able to do so.
Significant changes are already happening in the labour market. From the
employees’ point of view, the main problem in the labour market is not the
threat of unemployment but the low quality of jobs. Automation is not about
substitution of employment, it is about augmentation of employment. Wages
have risen very little in recent years. Indeed, many workers fear that wages
will fall, as has already happened in many areas. A study by Acemoglu and
Restrepo (2021) demonstrated that between 50 per cent and 70 per cent of
changes in the US wage structure over the last four decades are accounted for
by the relative wage declines of worker groups specialized in routine tasks in
industries experiencing rapid automation.
Changes in work organization and the application of technology have made
many jobs more boring than before. Many feel that they are only an extension of the machine at work. For some the dystopian vision of future labour
markets is already a reality. In the US the wages for workers without college
education have fallen in real terms leading to polarization of the labour market.
Middle-skill jobs for non-college workers have been replaced by low-skill and
low-paying jobs (Simpson 2021, 97). A similar development, also referred to
as skill-biased technological change, has occurred in Europe. New technology
will create new jobs but only for skilled workers. Those with the lowest skills
have to be satisfied with low-paying jobs or no jobs at all.
The predicament with low-paying jobs does not only relate to thin pay
cheques. Low-paying jobs also often lack the stability and security of regular
employment. They involve, for example, involuntary part-time and temporary
work, as shown in the Amazon case. Traditionally manual workers were able
to rely on labour unions to promote their interest. However, unionization has
decreased over the last decades all over the world.
The share of wages in gross domestic product (GDP) has decreased as the
share of capital has increased. Statistics show that until the 1970s, wages grew
in different countries at about the same rate as productivity growth. Since then,
the situation has changed and wages have clearly lagged in comparison with
productivity. In addition, wealth is more evenly distributed. The richest share
of capital ownership is growing in all OECD countries. Meanwhile, the value
of human capital, that is, human labour, is declining (Susskind 2020).
The COVID-19 pandemic, with lockdown measures such as school and
business closures, has created new kinds of needs for social protection and
exposed gaps in the existing social protection networks. Adaptation to the
effects of the pandemic has caused rapid social security responses throughout
the world. New measures to fill in the gaps have appeared not only to ensure
the immediate economic well-being of citizens, but also to guarantee positive
transitions throughout the crisis and to enhance the trust of the citizens. Despite
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the global scale of the problem, the responses have been mainly national and
global coordination has been weak (see e.g., Amat et al. 2020) except for
health and medical research, whose success was immense (the international
research community was able to develop effective vaccines against COVID-19
in less than a year). It is still possible that the policy measures adopted during
the pandemic will create path dependency for future social policy reforms
(e.g., Seemann et al. 2021).

IMPACT ON YOUNG PEOPLE
The question of technological unemployment has special relevance for young
people without secondary education who confront the risk of marginalization
throughout their lives. Young people with experience of unemployment at an
early stage in their career face a longer time horizon until retirement, thereby
making the long-term scarring effects particularly severe (Nilsen and Reiso
2014, 37). Without necessary work skills and experience, young people may
not find a place in paid work or in entrepreneurship and may become socially
excluded.
Young people who do not meet the challenge to become workers and consumers in the globalized capitalism are referred to as not in education, employment or training (NEET young people). The NEET concept found its origin in
the UK as a result of changes in benefit regimes during the late 1980s, which
denied school-leaving British youths between the age of 16 and 18 eligibility
for unemployment benefits. This resulted in the need to find a new indicator to
capture those youths in the age group who were vulnerable to the risks of social
exclusion. By the late 1990s, NEET was firmly established as a term to be used
in referring to workless youth, whereby it replaced the term “Status Zero”,
which researchers and government officials had used a few years earlier to
identify young people who were experiencing difficult transitions. NEET soon
gained popularity beyond its initial consolidation in the UK, after the onset of
the Global Economic Crises (Holte et al. 2019).
Apart from the Netherlands and Germany, the share of young people
between the age of 20 and 24 not in education, employment or training has
remained well above 10 per cent in the countries discussed in this book (Figure
3.1). However, it is necessary to emphasize that NEET status for a single year
is not predictive of youth’s future labour market chances. The risks accumulate
only if the NEET status is prolonged (Holte et al. 2019).
The NEET group includes young people with low levels of education,
young people whose parents have low levels of education, and those with an
immigrant background. Irrespective of technological changes in the labour
market, NEET young people face a heightened risk of falling outside the
labour market and “society” the longer their NEET status lasts. If the NEET
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Share of young people between the ages of 20 and 24 not in education, employment or training, 1999–2020,
selected countries and OECD average

Source: OECD (2022).
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status is prolonged, the NEET young people may become dependent on social
assistance. However, it is important to note that the future orientation and
probabilistic conceptualizations in this type of youth research do not necessarily correspond well with the experiences of the people concerned. In any
case, many countries have expressed their urgent need to develop policies to
reduce the number of long-term NEET young people. This emphasis will be
heightened should technological change increase unemployment among less
educated youth.
Although education, employment and training are central for keeping pace
with technological change, technological unemployment may also concern
young people beyond the NEET concept. The concept is “too narrow” to deal
with contemporary youth vulnerability (Furlong 2006, 566). Going beyond
NEET considers “underemployment”, low pay, precarious jobs and the situation of the working poor, which are already distinctive features of the new
globalized condition of “limited opportunity structures” that are increasingly
uniting “the more and less disadvantaged in the experience of underemployment” (MacDonald 2011, 439).
The critics of the NEET concept direct attention to two other groups:
graduate youths who suffer from un- and underemployment, and the so-called
“missing middle” – working-class young people who neither follow NEET
nor educational pathways, but who nevertheless remain vulnerable to the risks
of social exclusion due to their precarious labour market position (Holte et al.
2019). A panoramic view would consider not only the missing middle, but
also the insecurities and risks facing well-educated young people, for whom
fast-track transitions from tertiary education to secure graduate employment is
no longer the case. Technological change will be levelling the playing field by
affecting a wide range of young people. Effectively, this means the correlation
between education and training, on the one hand, and employment especially
of a more secure and life-sustainable kind, on the other hand, seems increasingly uncertain.
This emphasis on the heterogeneity among young people should not be
taken as discounting the fact that being NEET can delay or obstruct individual
young people’s transitions to adulthood as workers and taxpayers who live
good lives. The NEET status not only hinders access to the various social
rights that are tied to paid employment, but also comes in the way of establishing independent living and attaining other markers of adulthood.

CLIMATE CHANGE
Technological change is not the only factor to be considered for the future of
work and the need for reforms in social protection. Climate change presents
a significant challenge to the whole of humanity and the planet (Costella et al.
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2021). Climate change increases risks and adds complexity and volatility for
any future predictions. There are detailed models to track changes in emissions
and global temperatures, but it is far more difficult to predict specific larger
socio-economic changes following from them. Climate change can involve
complex risks such as profound disruptions to daily life, livelihoods and
employment globally.
The most visible impacts so far concern more frequent and intense extreme
events (e.g., heat waves, droughts, floods), but also more gradual changes to
the environment (e.g., desertification, sea-level rise, loss of biodiversity) can
be seen. With global average temperatures already at 1°C above pre-industrial
levels and rising, these trends will likely worsen significantly. The changes
have immediate effects on the physical environment, and are already impacting livelihoods as well. Farmers are first in the line. The planet is facing global
reductions in yields of staple crops, loss of rangeland livestock and reductions
in food availability.
As the climate crisis worsens, natural resources like clean air, water and
sand could become scarce with negative effects on industries that rely heavily
on natural resources. Water-reliant sectors such as agriculture, food processing
and manufacturing may need to struggle to maintain access to these resources.
Extreme weather conditions affect the tourism industry. These changes denote
large shifts in employment patterns. Climate change may transform large areas
into being inhabitable for humans. Millions of people may be displaced globally, which may have deep impact on labour markets.
Climate change mitigation policies will also have negative social and economic impacts in the short to medium term, something that has not been significantly addressed in social policies. Consequences of the green Transition
include loss of jobs for low-skilled workers in high emission industries,
increased food prices arising from the use of grains as alternative energy
sources (biofuels), increased prices for energy and transport due to taxes or the
ending of subsidy and relocation of communities due to sea barriers or other
physical adaptation (Costella et al. 2021). Increases in prices are likely to hurt
particularly those people with low income. These effects may also increase
regional inequalities.
Technological innovations can surely facilitate transformation towards
ecologically more sustainable societies. However, the climate emergency
calls into question the productivist foundation of the welfare state. The critical
notion is that even if economic growth could be decoupled from emissions,
this is unlikely to happen fast enough to stop global warming within the
one-and-a-half to two degrees threshold required to avoid catastrophic climate
change (Hirvilammi 2020). This means degrowth strategies will not be enough
without a plan for structural political economic changes to facilitate eco-social
reconstruction. All welfare state regimes aim to promote employment and eco-
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nomic growth. The workfare-oriented liberal welfare regimes enforce participation in employment as a moral obligation, while the so-called “capacitating”
or “enabling” welfare state models reposit social policy as a productive factor,
which mobilizes human resources and stabilizes economic activity. Both
regime types rely on the dividend of future productivity growth to underwrite
increases in welfare spending.
The future challenges call not only for a functionalist approach but
also for utopian thinking. There is a fledging literature on new models of
“post-productivist” (Fitzpatrick 2004), “sustainable” (Hirvilammi and Koch
2020) or “eco-social” (Koch 2018) welfare state, which would not focus on
productivity and economic growth, but instead be built upon an architecture
of sustainable well-being and care. Post-productivism implies the promotion
of personal autonomy rather than the pursuit of permanent economic growth
while emphasizing labour as an intrinsically positive human activity (Pinto
2020). However, the role of social policy in enabling transitions towards a sustainable political economy remains as a strand within the broad literature on
decarbonization and sustainability (McGann and Murphy 2021). As for social
protection in general and income support in particular, the concept of sustainability is appraised in fiscal rather than social or ecological terms (Stamm et
al. 2020). The few exceptions include proposals for UBI (Pinto 2020) and
eco-social participation income (McGann and Murphy 2021) and ecological transition income, a form of participation income (Swaton 2018). Both
eco-social participation income and ecological transition income are based on
concerns that BI might not accelerate an ecological transition.
There is a need to consider social policies also as an instrument for transitioning to a climate-resilient future with necessary adjustments in individual
and community-level behaviours and attitudes. Social policies may help to
incentivize such behaviours. There are especially important households and
communities with limited resources. Payments for ecosystem services (PES)
can be used to incentivize deforestation and sustainable small-scale fisheries,
for example (Costella et al. 2021).

SUMMARY
The economic forces that shape the adoption of new technologies and the
use of labour are unlikely to meet the challenges expressed above and reduce
poverty and inequality without policy intervention. Young people with no
employment, education or training face the most severe risks. For sure current
policies will fall short in responding to the need for ecological transition which
could also introduce new poverty risks. Preventing large-scale poverty calls for
new models for social security. Even if all agree that there is a need for radical
reforms in welfare state policies, that will not automatically lead to action.
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Conditionality and unconditionality
as strategies to prevent labour market
exclusion

What do we know from history about the effectiveness of earlier policy
interventions to fight against long-term unemployment and poverty? From the
1970s onward until the COVID-19 crises, social policies on both sides of the
Atlantic were dominated by programmes where payment of unemployment
and social assistance benefits was made conditional upon participation on job
promoting activities such as training, rehabilitation and work experience or on
unpaid or low-paid work. The trend during the 1980s and 1990s was towards
the application of more work conditions (Simpson 2021, 115). This approach
was very much dominated by a neoliberal economic thinking.
There are two competing theories that have been used to explain the transition to work among social assistance recipients (e.g., Dahl and Lorentzen
2002, 2003; Gustafsson et al. 2002; Walker and Shaw 1998). According to the
“passivation” theory, the receipt of social assistance affects behaviour, resulting in a decline of energy levels, work motivation, capabilities and morale.
Assistance recipients tend to prefer living on welfare without making efforts
to find work. According to the “selection” theory, in turn, the welfare clients
most capable of work leave social assistance more quickly while the remaining
clients are those who have more problems and fewer qualifications. According
to this theory, welfare clients do not stay on social assistance for prolonged
periods of time because the receipt of social assistance prevents them from
moving to work, but because they already had a poorer employability than
other assistance recipients before they started to receive assistance.
The doctrine of incentive approach underscored in the neoliberal economic
thinking is based on “passivation theory”. It goes back to the economic theory
of labour supply. Seeking or accepting work and other ways of increasing the
work effort are associated not only with earned income and social security, but
also with leisure time, the value of which is determined based on the benefits
that individuals derive from it. The smaller the benefit derived from work in
relation to that obtained when unemployed in terms of income and leisure, the
smaller the incentive there is for the unemployed person to move to work or for
the employed person to increase their work effort.
34
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When discussing the role of incentives in social assistance, it is useful to distinguish between positive and negative incentives. Positive incentives include,
among others, disregarding income from work in granting social assistance,
considering costs caused by employment in granting assistance and granting
an extra bonus to assistance recipients who move to work or participate in
activation measures. Negative incentives (or sanctions), in turn, are designed
to have a negative effect on assistance recipients’ status if they do not make
any active efforts to find work. This may take place by a threat of reduced
assistance, for instance. Work obligation, in turn, can be seen as a positive or
negative incentive. On the one hand, it makes social assistance conditional and
guides social assistance recipients’ behaviour by sanctions. On the other hand,
the work obligation can be interpreted as a right to labour market participation.
In 1992, the OECD ministers gave the organization a mandate to analyse the
causes and consequences of high and persistent unemployment and to propose
effective remedies to deal with the problem. The OECD expressed the need for
an urgent shift from passive to active labour market measures. Within the EU,
similar concerns have been expressed in the common European Employment
strategy since 1994. Like the OECD, the 1994 Essen European Council
emphasized the need to examine the combined effects of the tax and income
transfer systems on the job creating process (Chassard and Bosco 1998). In
1995, the Madrid European Council recommended that the social protection
system must never function as a disincentive to seeking work. This marked
an important shift in the discourse, as a direct link was drawn between social
protection and employment, and the social protection system was given a role
in promoting labour market participation. This was followed up in the 1997
Luxembourg and Amsterdam Councils, where the task of promoting employability was given priority. It was argued that efficiency and equity gains were
to be achieved by turning benefit systems into proactive systems seeking to
improve the employability of workers.
The EU decided to encourage national governments to integrate their
systems of education, taxation and income support, and to effectively involve
all the relevant players (including employers and non-governmental organizations), especially at a local level. All social transfers were to be examined
to see whether they could be used more effectively in promoting rehabilitation, reintegration, training and work experience. According to the 1999
Employment guidelines, each member state was expected to significantly
increase the proportion of persons benefiting from active measures to the
average of the three most successful member states, or at least 20 per cent of
the unemployed. The guidelines did not call for an increase of overall expenditure but rather a restructuring of expenditure, a reform of benefit and taxation
systems, and a move from passive income support measures to proactive
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policies to maximize the return on existing budget outlays. The Employment
Guidelines for 2002 stated:
stemming the flow into long-term unemployment is an essential prerequisite for
tackling the scourge of unemployment, otherwise the skills of those becoming
unemployed become obsolete, and even the will to work can fade. The preventive
approach requires early intervention at the level of the individual and the aim must
be an effective and rapid integration of the individual concerned into the labour
market. (Council Decision 2002/177)

Since the early 1990s, the reforms of social assistance schemes in OECD
countries were aimed at integrating unemployed people into society through
paid work, relieving the financial burden of social security, redefining the relationship between the state and individuals (reciprocity, social responsibilities),
and making work more attractive than welfare. The schemes were clearer than
before, geared to eliminating poverty traps and developing financial incentives
and activation measures (Clasen et al. 2001).

SOCIAL ASSISTANCE RECIPIENTS
A range of structural factors including access and quality of education,
regional differences, economic crises, firm characteristics, and discrimination
of unemployed people in recruitment play a role in long-term unemployment
and in the need for social assistance.
In general, social assistance recipients have poorer chances of getting a job
than those on contribution-based unemployment benefits. The composition
of social assistance clientele differs across countries. Labour market-related
factors are important. They include wage level, particularly the existence and
level of minimum income as well as supply and demand for short-term labour
and atypical work contracts. Additionally, the eligibility for social insurance
benefits and the level of these first-tier benefits can play a role. If contributory
programmes are difficult to access or if the level of social insurance benefits is
low, more people need to rely on social assistance.
Also, the functions and practices of other welfare institutions influence the
composition of the social assistance claimants (Kuivalainen 2004). Healthcare,
care for the elderly and childcare are key institutions which are relevant in this
context. Besides social assistance benefits, disability benefits may play a key
role because social assistance recipients are often channelled into them. Some
countries are efficient in removing temporarily or permanently disabled people
from social assistance into disability benefits, while in some countries social
assistance claimants are not fully covered by healthcare or disability benefits.
Demographic changes also impact the composition of social assistance recipients. The breakdown of traditional family type with the increasing number
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of single parent households relates with the need for last-resort help. Single
parents are the most common group of social assistance recipients.
The similarities in the profile of social assistance recipients in the countries
outweigh the observed differences. The situation of most long-term social
assistance recipients is mostly characterized by several intersecting problems,
which in combination, manifest their status as excluded from the labour market
leading to further social marginalization. Individual situations are complex
and unique, which is why one needs to be careful when talking about “typical
barriers”. Long-term social assistance recipients often lack basic work skills,
including the ability to work regularly, cooperation, punctuality, working
under time and quality pressure, and soft skills. They also tend to have low
education and qualification levels, and no or only little work experience. Their
work attitude is usually defective, which goes together with low motivation
in the face of an unpromising future in the labour market. Immigrants have
language problems and are often illiterate. It is also very frequent that health
and mental health problems are prevalent (which are often not severe enough
to qualify the individual for disability benefits). Psychological disorders
(including depression, mood disorders, anxiety disorders) are very common,
as well as drug and alcohol addiction. Family problems are widespread, particularly domestic violence, sexual and physical abuse, as well as child-related
problems. Along with psychological conditions, such problems are usually
hidden and very difficult to identify. This may explain why some countries do
not mention them.
The barriers to employment among social assistance recipients may also
include a range of relatively uncommon conditions: criminal histories or
ongoing (criminal or civil) legal entanglements, involvement with the child
welfare system, and serious learning disabilities. Individuals may also deal
with other personal or family challenges including language barriers, protracted caretaker responsibilities of children or other family members with
chronic health or behavioural problems. All in all, social assistance recipients
can be characterized by lack of human capital (e.g., language barriers, low
education, poor work history) and lack of social capital (e.g., inability to communicate, aggression). The description above demonstrates that technological
unemployment is unlikely the primary cause for long-term unemployment and
long-term social assistance recipiency, although the long benefit careers may
originate from technological change.
Barriers to employment among social assistance recipients can be localized
within three dimensions: the quality and severity of the problems, the quantity
of problems, and the duration of the problems. Among social assistance recipients, some face more severe barriers than others. Multiple difficulties do not
just add up, rather, they re-enforce each other, thereby worsening the chances
for reintegration into the labour market. In some cases, barriers to employment
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represent chronic conditions, which may be treated or controlled but not fully
cured. Low qualifications and long-term unemployment reinforce each other,
and low-skilled people without secondary school education do not have good
chances in the activation system either, because those who are easiest to
employ are the first group to be targeted.
As the focus of this book is on social assistance programmes it is necessary
to emphasize that the description above only focused on the individual dimension of social assistance recipiency. A range of structural issues and economic
conditions influence the social assistance clientele. They include, among
others, family structure, access and quality of education, labour market structures, regional differences and economic crises. Even an accurate description
of social assistance recipients’ profile at cross-section may overshadow the
fact that public policies can help people to escape poverty.

WORKFARE
Basically, there are two approaches to support people at the margins of the
labour market: conditional support and unconditional support. Conditional
support attaches more or less stringent obligations on labour market-related
social benefit and service recipiency and the fulfilment of these obligations are
enforced by sanctions (Bonoli 2013; Buss 2019; Deeming 2015; Fossati 2018;
Knotz 2018). Social policies are aimed at accelerating labour market integration (Bonoli 2013), stress self-reliance and personal initiative (Fossati 2018),
and expect contributions to the economy or society, even when receiving
benefits (Deeming 2015). Unconditional support comes with no behavioural
conditions. Unconditional support can be universal (to all) or targeted (to those
who need it), while conditional support is always targeted.
Attaching conditionality to labour market-related social benefits and services was initially most prevalent in liberal welfare states like the UK and
the US (King 1995). However, it has now spread to other welfare states
including the Nordics; it first occurred in Denmark in the late 1990s (Torfing
1999) before materializing in the other Nordics (see also Kananen 2012). The
“tough” conditionality option implies the use of financial pressure and/or
legal obligation to reduce the level and duration of benefits or tightening the
conditions for entitlement to financial support, while the “soft” option comes
with a less punitive approach, where individual rights to access activation
programmes and financial incentives are emphasized. However, the soft option
may also include benefit cuts for those who refuse to participate in activation
programmes.
The tough conditionality is called workfare, while the soft conditionality can
be referred to as activation. Workfare means the obligation to work without
a wage in exchange for social assistance. Social assistance recipients are
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required to “work for their benefits”. Those who fail to fulfil workfare conditions may see a considerable reduction in their benefits, or may lose them completely. In this case, conditionality leans heavily on a Schumpeterian Workfare
State paradigm, which focuses on shifting people from welfare to work (Jessop
1993; Kananen 2012). In contrast, activation refers to the increased conditionality and sanctioning of benefits and their recipients, to incentivize active work
searching and attendance of trainings as well as job interviews.
Workfare is simply a method for making life on benefits as unattractive as
possible (Andersen and Svarer 2007a; Besley and Coate 1992). It is clearly distinct from spending on active labour market policy (ALMP) measures, which
refer to expenditures on policies that help or incentivize the unemployed to
find jobs, for instance, employment incentives, direct job creation programmes
and funding training schemes (Vlandas 2013).
Workfare was developed originally in the UK, the US and Australia. The UK
pioneered in activation policies, which later led to the introduction of workfare programmes in European welfare states. The workfare ethos was present
already in Tony Blair’s Third Way but became more visible in the Conservative
Party politics. In 2008, the Conservatives in the UK who were the opposition
at the time, announced that they would not allow anyone to claim unemployment benefits over a long period of time, for “doing nothing” (Conservative
Party 2008). In 2013, the UK Chancellor of the Exchequer George Osborne,
presenting the new Community Work Placements Programme, reiterated that
“there is no option of doing nothing for our benefits, no something-for-nothing
anymore” (Hiilamo et al. 2017a, 45).
This rhetoric found its way into formal UK government documents as well.
The Employment Committee indicated its support for workfare measures,
declaring it appropriate to expect reciprocal activity from benefit recipients
on contractual grounds. The UK government’s guidance on Mandatory Work
Activity (MWA) stated that “there is no work experience element for the
MWA scheme; instead, there is a work placement for community benefit”.
This suggests that the primary aim of workfare is not to contribute to the
claimant’s chances of finding a regular job, but rather to coerce him or her into
a reciprocal act for the benefit of the community (Hiilamo et al. 2017a, 45).
A study of 25 European welfare states by Eleveld (2016), showed that
the Global Economic Crisis of 2008 prompted welfare states to cut the
expenditures on enabling instruments, and to opt increasingly for work-related
sanctions (i.e., sanctions that are imposed on recipients who fail to comply
with activation measures). Those who fail to fulfil these conditions may
see a considerable reduction in their benefits or may lose them completely.
Eleveld (2016) concluded that the socio-economic situation in countries that
had adopted harsh work-related sanctions reinforced the risk of violation of the
right to minimum means of subsistence. The study recommended the construc-
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tion of a system of social assistance benefits on which work-related sanction
only affects a basic component of social assistance benefits without touching
components pertaining to children, paternity, rent, heating and a partner.

ACTIVATION
Activation can be defined as measures aimed at increasing the independence
of benefit recipients and decreasing the benefit caseloads (Ditch and Roberts
2002, 23). The purpose of activation is to facilitate the transition to work in
a variety of ways. This can be done by negative or positive incentives, or to put
it more simply, by sticks and carrots. Activation can include financial incentives and/or other measures, such as service targeting. Positive incentives can
be monetary or non-monetary. Monetary incentives motivate assistance recipients to take up work by offering economic benefit, while non-monetary incentives offer social support and tools (such as qualifications) for job-seeking.
The central idea of activation is to rely on active labour market programmes.
The ALMPs are expensive whereas workfare in a strict sense is really
a cost-saving approach. Since the 1950s, the governments have designed
ALMPs to improve both labour demand and supply through job brokerage,
job subsidizations and training measures. ALMPs have generally focused on
reducing unemployment through public measures, in contrast to passive labour
market measures such as unemployment compensations (Clamfors et al. 2002;
Hvinden 1999). In OECD statistics, ALMPs include all social expenditure
(other than education) aimed at improvement of the beneficiaries’ prospect of
finding gainful employment, or to otherwise increase their earnings capacity
(OECD 2002). ALMPs contain policies such as lifelong learning, investing
in skills and training, and personal career coaching. As a government budget
category, ALMPs comprise spending on public employment services and
administration, labour market training, special programmes for youth when
in transition from school to work, labour market programmes to provide or
promote employment for unemployed and special programmes for the disabled. Bonoli (2010) has developed a telling typology of four different types
of ALMPs: incentive reinforcement, employment assistance, keeping jobless
people occupied, and human capital investment.
Depending on the overall activation framework, the mix, duration and
binding nature of activation components vary across countries. Subjecting
clients to this approach usually implies the enforcement of binding “contracts”
or “agreements”. They can include elements of social reintegration strategy
where those with multiple obstacles for the labour market first need to reach
a level where they can successfully solve or relieve their individual problems
and participate in social life. Social activation can be a prerequisite for ALMPs,
but it is not a part of labour market activation, as it has different objectives
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and can be an end for people who may never be successfully integrated into
the labour market. Social activation may include voluntary work, social integration projects, work habituation programmes and targeted programmes for
example, for ex-offenders, drug addicts, ex-psychiatric patients or immigrants.
Activation policies challenge the goals of social work where the traditional
idea is that social work should concentrate holistically on clients’ life situations and welfare. The critics of the activation approach claim that the work
orientation and active citizenship conditions arose from neoliberalism and
communitarianism. Activation is justified through a reciprocal act of participation in ALMP measures, but it is conventionally implemented through
paternalistic frameworks that treat social assistance claimants as passive if not
deviant “policy subjects” who must be “re-subjectificated” (Whitworth and
Carter 2014, 110) or “recommodified” through case management and targeted
sanctions. The disciplinary context may not give claimants many opportunities
to exercise agency and have influence on the content of services (Lindsay et
al. 2019, 650). However, there is a large variety across countries in terms of
contents of labour marked programmes attuned to the long-term unemployed.
Whereas ALMPs and passive spending on labour market policies such as
unemployment benefits tend to be correlated, the unemployment benefit
generosity and activation are separate dimensions. Many European countries
have increased activation over the last few decades, and not just the Nordic
countries with high unemployment benefit coverage (Vlandas 2020).
Since the early 2000s ALMPs have been discussed in the context of the
social investments paradigm, which aims to support human capital development throughout the life-course (Bengtsson et al. 2017). The paradigm entails
investing in the capabilities of the current and future labour force to ensure the
financial sustainability of the welfare states. In term of activation, the social
investment paradigm tries to direct the spending away from passive benefits
and incentive reinforcement (measures that aim to strengthen job incentives,
such as increased benefit conditionality, reduced period of entitlement to
unemployment insurance, less benefit generosity, hardened sanctions in cases
of non-compliance or tax incentives) towards measures which emphasize
upskilling through training. An eight-country study by Bengtsson et al. (2017)
showed that from the early 2000s to the time after the Global Economic Crises
in Denmark, Sweden, France, Germany, Italy, Spain, Lithuania and Poland
there was little evidence of increased orientation towards ALMPs which
focus on upskilling. Incentive reinforcement and employment assistance, that
is, measures focusing on entry into the labour market, grew in importance.
As a conclusion, Bengtsson et al. (2017) warned that the social investment
paradigm could be lost in transition if the trend would continue as the eight
countries were taking steps towards a neoliberal version of workfarism.
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A study by Seemann et al. (2021) compared the labour market and social
policy measures introduced in light of the COVID-19 crisis in Denmark,
France, Germany, Italy and the UK between March 2020 and January 2021.
The results showed that although extensive temporary protection instruments were introduced for both individuals in “standard employment” and
“non-standard workers” they did not bring about instantaneous changes to the
welfare states in question. Instead, the measures were overwhelmingly temporary in nature and left the ordinary welfare state structures unchanged. The
measures stand out because of their scope, but not because of their normative
and legal basis in the welfare state. Seemann et al. (2021) predicted that the difference between those who are covered by regular social protection in standard
employment and those who are not (“non-standard workers”) will once again
become visible when the extraordinary measures expire. In short, this means
that the extraordinary measures undertaken during the pandemic are not likely
to aid in easing the predicament of those relying on social assistance as unemployment benefit.

WORKFARE AND ACTIVATION OUTCOMES
There are at least two types of activation effects (Kvist 2001). Motivation
effect relates to people’s job search just before they get entitled or are obliged
to activation measures. Qualification effects measure the effects of having
participated in an activation scheme. Participation in labour market activation
can have a large motivation effect for some groups of unemployed, but not for
others.
The general problem in analysing the degree of workfare as opposed to
activation in different welfare states results from the fact that income maintenance schemes are mostly regulated and thus highly standardized at national
level, while activation policies are most often decentralized and therefore
heterogeneous. There are great differences in eligibility for social assistance
across countries. Also scope for street-level discretion varies extensively,
which in turn means there is a huge difference between activation policies
on paper versus on the ground. Four countries in Europe stand out with their
innovative approach to reduce the caseload of social assistance recipients.
The Netherlands, Germany, Denmark and Finland have been forerunners in
developing activation schemes for long-term unemployed.
With special emphasis on social assistance recipients, the Netherlands has
introduced the idea of “participation society” which denotes a gradual change
from the classical welfare state to a participation society where everyone who
is able is asked to take responsibility for their own life and environment. As
a response to high unemployment rates at the beginning of the 2000s, Germany
introduced the so-called Hartz-reform package between 2003 and 2005. The
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package is internationally considered as the largest labour market reform in
post-war history. Since the beginning of the 1990s, Denmark has implemented
a series of labour market reforms indicating a shift from passive to active
labour market policies. These policies were coined as “flexicurity” and gave
Denmark a reputation of being a forerunner among all the OECD countries
in tackling unemployment among those at the margins of the labour market.
Finland has experimented with new policies, a municipal full employment
model, inclusive social security pilot and basic income experiment. These
country cases will be reviewed in more detail in Chapter 7.
Both the workfare and activation approaches come with much rhetoric, but
a shift towards a labour market activation of social assistance clients has not
produced consensus concerning the outcomes of these programmes (Hanesch
et al. 2001). The major issue is whether these measures help people into work
or at least increase their well-being, or are simply instruments of social control
and “parking slots” for participants. Especially the well-being of participants
is an often neglected outcome. When it comes to enforced participation in
ALMPs, the question is whether it provides a way to activation by increasing re-employment or whether there is a risk of increased labour market
discouragement.
Historical evidence from the US and the UK, where workfare was first introduced, indicate that complicated and precarious life situations, in combination
with a lack of job opportunities, prevent the transition to the labour market
(Bane and Ellwood 1994). After reviewing evidence from the first 30 years of
active experimentation with workfare programmes in the US, Theodore and
Peck (2001, 91) conclude that there are no easy answers or quick fixes. Walker
and Shaw (1998, 232–8) argue that social assistance did not lead to a permanent lifestyle in the UK, thereby rejecting the passivation theory. Incentives
are of no importance as the social security system is too complicated to allow
comparisons between potential income levels when unemployed or employed.
Accordingly, Walker and Shaw (1998) conclude that the selection theory is
more adequate in explaining long-term welfare recipiency than the passivation
theory.
Gustafsson et al. (2002, 224–8) analysed monthly receipt of social assistance over a period of 42 months in eight European cities. The data gathered
did not indicate clearly in any of the cities that exiting social assistance would
become more difficult if assistance is received for a prolonged period. Dahl and
Lorentzen (2002) studied moving to work among nearly 84,000 Norwegian
social assistance recipients in 1992–98. According to their findings, the
likelihood of moving to work was at first higher, then remained steady, and
finally started to decline. The findings thus did not support the passivation
theory, according to which the decline in the likelihood of moving to work
should have been even. Further, Leisering and Leibfried (2001) demonstrated
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for Germany that social assistance recipiency does not result in the clients
becoming more passive.
However, financial incentives are largely positive from the point of view
of social assistance recipients: the enhanced fairness (one got some economic
benefit from working), ensured fair treatment in the country (the reform made
local disregard of practices more uniform), and improved incentives (the more
extra income, the greater net income). A study by Hiilamo and Kautto (2009)
in Finland concluded that improving incentives involves a careful balancing
between different socio-political ideologies. Even minor income from work
ensures that the recipient household is somehow attached to the labour market
and is not as dependent on social assistance as households with no work
income. It can be assumed that the receipt of even minor income from work
provides people with better opportunities to increase their income and leave
social assistance than no work income.
The general problem with activation programmes for social assistance
recipients is that their initial effectiveness in terms of labour market entry
seems to be rather low, in contrast to a potentially high fiscal cost (Card et al.
2018). That is the case with the human capital development approach where
substantial “front-end” investments are made to remove barriers to employment and to offer the participants a broader range of jobs. Labour force participation-orientated programmes may succeed in the short term to reduce the
social assistance caseload without increasing public expenditure, but they may
do so at the cost of increased social exclusion and greater public expenditure
in the long term.
Another problem in evaluating the effectiveness of activation programmes
is that the goals and aims of the programmes differ greatly across countries
(Hanesch et al. 2001, 144). Even if the outcomes can be contrasted with
known goals, the question remains whether the observed effects (e.g., decline
in the social assistance caseload or an increase in the number of transitions
into the labour market) are actually a result of the activation measures or are
a consequence of a mix of external factors including changes in labour market
conditions.
The causation issue has been addressed in randomized trials. A meta-analysis
of 65 randomized trials on workfare programmes between 1980 and 2005
showed no long-term employment effect of interventions in areas where jobs
were relatively unavailable (Card et al. 2015). Programmes that provided
childcare support were more effective than those that did not in the short and
long term. The availability of jobs as well as such supports as childcare that
enable their access seem to be key elements of welfare-to-work programmes
that work. Again, in the aftermath of the Global Economic Crisis of 2008, the
traditional workfare measures proved inefficient in struggling with long-term
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unemployment and high rates of young people not in education, employment
or training (NEET).
Another meta-analysis studied a sample of 207 studies providing 857 separate estimates for probability of employment after ALMP participation (Card
et al. 2018). Both experimental and non-experimental studies between 1980
and 2014 by year of programme start were included in the meta-analysis. As
specific programme types the review covered training, job search assistance,
private subsidy and public employment. Most studies focused on registered
unemployed, only a limited number of studies analysed the long-term unemployed and disadvantaged people. The greatest number of studies were conducted in Germany and Denmark. The research also demonstrated that ALMPs
have become more nuanced over time. New programmes are targeted to specified groups, for example, refugee immigrants. They also lay more emphasis
on soft skills (e.g., social skills and self-confidence) and involve employers.
Card et al.’s (2018) results showed average impact close to zero in the short
run, but the results become more positive 2–3 years after completion of the
programme. The time profile of impacts varied by type of ALMP programme,
with larger average gains for programmes that emphasize human capital
accumulation. Also, programmes given private subsidies were effective,
especially in the long run. Programmes focusing on job search and counselling
had no effect. The same goes for public employment subsidies. Among the
target groups there was no effect for disadvantaged people, and the effect was
negative for young people and older workers. ALMPs had larger impacts in
periods of slow growth and high unemployment. What is most relevant for the
argument put forward in this book is that there was systematic heterogeneity
across participant groups, with larger impacts for participants who enter from
long-term unemployment. This speaks for potential gains from matching
participants and programme types. This can be achieved, for example, through
expanding the range of activities included in ALMPs and allowing the claimants to have their voice heard while assigning them to different programmes.

BASIC INCOME AS A SILVER BULLET
Societal disruptions may create windows of opportunity. After the Global
Economic Crisis of 2008, new radical ideas, including guaranteed minimum
income for all or universal basic income (UBI), were considered more realistic
because the context had changed suddenly and completely. UBI was presented
as an alternative to workfare and activation policies, which always come with
behavioural conditions. The grim predictions for automation and artificial
intelligence destroying jobs contributed to UBI’s popularity.
The UBI proposal contrasts the misogynistic notion of all people as potential
free-riders and social security abusers. As opposed to workfare policies, UBI

Heikki Hiilamo - 9781800880801
Downloaded from PubFactory at 01/10/2023 01:16:52AM
via free access

46

Participation income

is built upon the conviction that unemployed people know what is best for
them and that without obligations and sanctions, they will be more equipped to
navigate the labour market. As unemployed people can keep the money they
receive from basic income even if they get a job, UBI comes with significant
initial incentives for work. However, with progressive taxation, the incentives
will soon disappear if incomes rise and other adjustments are not made.
As a social innovation, UBI as all other BI variants continues to be ridden
with conflicting goals and expectations. Self-employed and entrepreneurs
see UBI as the support structure for the age of precarious work and sharing
economy and platforms. Economists and technologists see it as a possibility to
sustain middle classes in the wake of automatization. Social engineers discuss
UBI as a new way of reprogramming fiscal and economic activities of the state
to address the needs of people affected by globalization. Environmentalists
see it as a way to root out poaching and illegal harvesting of wildlife in poor
countries, and to reach well-being within the boundaries of the planet in rich
countries. Neoliberal thinkers support UBI as a replacement for a costly and
complicated network of social benefits.
The US economists Milton and Rose Friedman noted in their book Free
to Choose (1980, 120): “reform the present welfare system by replacing the
ragbag of specific welfare programmes with a single comprehensive programme of income supplements in cash – a negative income tax linked to positive income tax”. On the other extreme of political thinking, UBI is advocated
as a step to liberate workers through offering an exit option from unpleasant
jobs, and as a strategy to collectivize private property. The Basic Income Earth
Network (BIEN) definition of UBI does not point to a specific policy model;
it does neither discuss the level of the benefit nor its relationship with existing
benefit schemes. This allows very different groups to join the UBI bandwagon.
BIEN’s idea is to build up a grand coalition of UBI supporters.
Besides economics much of the current discussion on UBI emerges from
political philosophy. While the American basic income movement in the 1970s
focused on poverty reduction and was dominated by economists, the European
basic income movement of the 1980s emphasized human rights (Simpson
2021, 290–1). The key figures of the movement including Philippe van Parijs
and Karl Widerquist have a background in political philosophy (although both
of them also have degrees in economics). The negative income experiments
in the US and Canada in the 1970s were concerned with the labour supply
effects of basic income and its capacity as an instrument in the “war against
poverty”. Originally the European basic income debate presented UBI as a key
tool for allowing people to enter the labour market. However, in the 2010s
the argument shifted towards reducing or eliminating the link between social
protection and income from work. The exit option from the labour market
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is crystallized in the title of Karl Widerquist’s (2013) book Freedom as the
Power to Say No: Independence, Propertylessness, and Basic Income.
The main problem in implementing any type of BI is how it would articulate
with wider existing systems of social security, including which programmes
it is intended to complement or replace (De Wispelaere and Stirton 2007).
Before any type of BI is payable to claimants, the agency responsible for
delivering BI needs to know how BI is affected by any existing public transfer
and service system. In terms of policy outcomes of BI experiments, there is
also a need to evaluate the role of public and private services. All welfare
states acknowledge, although with great variety in emphasis, that in becoming
an active member of a society one needs, beyond monetary compensation,
affordable high-quality education, access to healthcare, and a variety of social
services and some policies to facilitate the transition to labour markets.
The BIEN definition of UBI may function on a global level as an ideal
type of social transfer, replacing social assistance but when it comes down to
a specific national or local context, it is bound to lose grip. Context matters
for any social program. That is especially the case with countries which have
already developed social assistance and/or social insurance benefit schemes.
Also, labour market regulation and socio-economic structure of the population
matter. The is no one-size-fits-all solution. The UBI advocates in BIEN bypass
almost entirely the variation in welfare states and welfare state development
around the world. Paradoxically it is the most developed welfare states that
may find it more problematic to introduce a UBI. If any BI scheme would
replace existing benefits schemes, it would mean a radical demolition of the
welfare state where social insurance benefits are the major tool for alleviating
social risks. However, if BI would be used to replace only existing flat rate
benefits (social assistance benefits) while extending the coverage to those
groups not currently protected by these benefits, the step would perhaps not
be a radical one. The first model would cancel the contributory principle
from social protection, while the second model would only expand the role of
tax-funded social assistance. The first model would be path-breaking by fundamentally shifting the logic of providing welfare. The second model would
not do that. Of course, between the two extremes there are moderate positions
which may allow incremental reforms towards UBI.
Theoretically, there may exist varieties of UBI within the five core parameters (individual benefits, paid to all, paid regularly, no means-test, no behavioural conditions), for example, with regard to payment level and funding
mechanism, but the advocates of UBI also tend not to budge on any dimension.
The orthodox definition may have validity for practical implementation in
developing countries with no existing social security networks, for example,
in India and Namibia (Davala 2019; Haarman et al. 2019). That is not the case
in any rich country struggling with caseloads of social assistance claimants.
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The one theme uniting all UBI advocates concerns promotion of freedom.
That goal is ever more important with the view of possible widespread technological unemployment. UBI is argued to promote freedom for all by providing
the material resources that people need to pursue their aims. Most notably, UBI
represents a new type of claim. Unlike existing programmes, the entitlement
is not based on need but on citizenship (or a membership of a certain political
community). This is a major departure from charity-based ideology which still
overshadows many existing social assistance schemes. UBI may be taken as
a sign of moral progress towards a more equal and just political community.
However, it is important to point out that a tax-funded income support scheme
may rely on the citizenship claim without including all the qualities of UBI.
The political community may, for example, pay out income support based on
membership but still attach a behavioural condition to it.
UBI advocates argue that if technology is bound to make work more
scarce, unpredictable or precarious, UBI would give people a base level of
income to live on. The stability offered by UBI would prevent those affected
by technological unemployment from ending up just as angry and desperate
as the machine-breakers of the 1830s. The validity of this statement is questionable since no country has ever implemented UBI. The scheme might have
system-level effects which are difficult to predict. Some of them could be
counterproductive. The dystopian vision is an even sharper divide than today
between those who are getting basic income (outsiders) and others (insiders)
who are getting everything else.
UBI debate aligns with the long-standing debate on the effect of the
Speenhamland system which was intended to mitigate rural poverty in
England and Wales at the end of the 18th century and during the early
19th century. In 1795, a meeting of poor law magistrates in Speenhamland,
Berkshire, had decided not to implement a minimum wage but instead start
to pay unemployed people, and the working poor, a relief. The law aimed
to alleviate the distress caused by high grain prices through a means-tested
sliding scale of wage supplements. The employers allegedly used the parish
subsidies as an excuse to cut wages. An early evaluation in 1834 by the Royal
Commission into the Operation of the Poor Laws claimed that the system
allowed employers, including farmers and the nascent industrialists of the
town, to pay below subsistence wages, because the parish would make up the
difference to keep their workers alive. The great economist David Ricardo
argued the system created a poverty trap where the poor would work less, and
food production would fall. Karl Polanyi called the system “fool’s paradise”.
Some historians, most recently Rutger Bregman (2016), dispute the notion that
the Speenhamland system increased poverty. They argue that the system of
poor relief was an insufficient remedy to the problems of the age rather than
a contributor to them.
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UBI advocates believe the exit option given by UBI would increase lowest
wages since the employer would need to compete for workers to carry out the
unpleasant jobs people would no longer be forced to do (Birnbaum and De
Wispelaere 2021). UBI opponents claim that UBI would have the opposite
effect: it would press down wages. Evidence from the tax credit schemes
suggest that employers have reduced wages somewhat for recipients of the
top-up, with a spill-over effect on to those who weren’t receiving the benefit
(Simpson 2021). However, historical analysis of the Canadian Mincome basic
income experiment found that the programme increased wages (Calnitsky
2020).
An even more important possible system-level effect concerns solidarity
and social trust. Social trust is also important for the development of any
type of remedies against possible disruptions in the labour market. If UBI is
implemented as a safeguard against the risks of automation, it should be a sign
of and be based on trust. In turn, the recipients’ trust in society is reinforced
by the fact that society is prepared to entrust them to use the money for good
purposes. The relationship between society and the recipients is thus based
on reciprocal trust. Again, UBI critics argue that UBI is a breach against the
reciprocity norm. According to Rothstein (2017), the fundamental error with
UBI is unconditionality:
if people are going to continue to pay taxes for the welfare of others, several conditions must be met. One of them is the principle of reciprocity: people contribute
productively to the common good as far as they can. The main body of the welfare
state was never built on altruism but on reciprocity. Breaking with this principle is
most likely to lead to the dismantling of the type of broad-based social solidarity that
built that welfare state.

UBI is also proposed as a remedy against climate change and extinction of
species (Pinto 2020). Philippe Van Parijs did not mention ecological dimensions of UBI in his seminal Real Freedom for All (1995). However, Van Parijs
(2013) has later argued UBI might promote activities within the “autonomous
sphere”, where the ecological impacts are less severe than in the market and
state spheres. Here “autonomous sphere” denotes productive activities where
products are neither sold on the market nor commissioned by a public authority. Apart from the direct effect of reducing activities which are harmful for the
environment the financing mechanism of UBI (e.g., carbon tax) could bring
about positive ecological impacts (Howard et al. 2019).

SUMMARY
The history of workfare policies teaches us that imposing sanctions and forcing
people to take up any work to “pay” for their benefits does not alleviate the
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predicament of long-term social assistance claimants. On the contrary, tough
conditionality deepens poverty and reduces well-being. Also, implementing
conditionality comes with a lot of bureaucracy. It is difficult to enforce
claimants’ commitments. Meanwhile, there is evidence that soft conditionality
with ALMPs may help long-term unemployed to find new jobs and escape
poverty – at least in the long run. The fact that ALMPs increase the likelihood
of employment among long-term unemployed has major welfare implications.
Unemployed workers suffer through the want of work. There are clear welfare
gains available from increasing employment in those groups that want to work
but cannot find employment. Low-skilled people without secondary school
education do not have good chances in the labour market. Low qualifications
and long-term unemployment reinforce each other. UBI holds promises for
solving a wide range of problems related to means-tested benefits. If these
promises can be fulfilled is an empirical question, which will be explored in
the following chapters. If and when well-timed and targeted ALMPs help the
long-term unemployed to find employment in the long run, that is a fact which
cannot be ignored in any social policy reform which aims to tackle future
challenges.
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Lessons from basic income
experiments

Since the late 1970s evidence-based policy, a practice that first emerged in
medicine has seen a major expansion in social policy (Baron 2018). The
idea ties well with the context of mature welfare states, which have already
introduced programmes to cover traditional social risks (unemployment,
sickness, work injury, disability, old age). The incremental policy changes are
unlikely to result in any blockbuster effects, which would be easy to see before
and after (e.g., administering penicillin). Nowadays, the widely used golden
standard in pharmacological medicine consists of two core elements: the use
of rigorous research methods especially randomized controlled trials to study
“what works”, and decision-making which is based on the obtained evidence
(Baron 2018, 40).
Any new social assistance scheme is a highly complex system-level intervention that could have very unpredictable effects. The empirical world often
does not behave as expected. In the US, “Scared Straight” was intended to
reduce teenage crime by taking young offenders to adult prisons and introducing them to prisoners to demonstrate the negative effects of getting involved
in crime (Gibson 2021). It was believed that this would scare off young people
so that they would stop committing crime. However, an evaluation study randomly allocating young people to intervention and control groups showed that
crime was much higher in the prison visitors group. Similarly, infant simulators, otherwise known as robot babies, were used in the UK to reduce teenage
pregnancy since 1993. In the scheme, teenage girls were given a realistic baby
doll which cries, needs its head supported, and wakes up in the night, for
a week. The aim was to make teenage girls understand how difficult it is to care
for an infant and for this reason avoid pregnancies. Contrary to expectations,
those girls in the infant simulator scheme were more likely to have given birth
or had an abortion than those who were not enrolled in the scheme.
The previous discussion on basic income (BI) and its modifications was
carried out mostly on a theoretical level, where the debate focused on which
conditions are imperative and which optional. As a result of reinvigorated
interest in BI, several countries have embarked on experiments with BI
(McFarland 2017). Between 2017 and 2018, the Finnish state ran an experiment with BI. There are ongoing recalled and planned BI experiments among
51
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others in Germany, Canada, India, Kenya, the Netherlands, Scotland, South
Korea, Uganda and the US (McFarland 2017). The experiments demonstrate
that BI has become a serious political proposal and is no longer a “philosophical pipedream” (Van Parijs 2013).
What makes the BI experiments interesting is the fact that they have tackled
these issues on practical terms. For practical purposes, the experiments have
given up one or more of the UBI’s core features to allow for a modified version
of BI. For example, the negative income tax experiments relaxed the condition
of payment for everyone (payment only received once a claimant fell below
a specified income threshold), while the experiment in Finland was targeted
only for unemployed persons. The word “experiment” is being used here the
way it is in the social and biomedical sciences, where study participants or
a cluster of them are randomly assigned to at least two groups and at least one
of the groups is a treatment group receiving BI, while at least one is a control
group not receiving BI.
Before discussing participation income (PI) as a model for future needs of
social assistance, it is useful to review recent BI experiments which have produced empirical results. The focus is on larger-scale experiments in Finland,
the Netherlands, Canada (Ontario), Spain and the US. The very small experiments, for example, BI lotteries, which have mostly served as demonstration
projects are ignored. At first, negative income tax studies and studies on the
Alaska Permanent Fund are reviewed.
The early interest in BI as an instrument in the war against poverty resulted
in large studies of negative income tax in the US and Canada in the 1970s.
The experiments provided income top-ups to low-income families which were
unconditional and covered subsistence, but withdrawn gradually if families
earned money. The original idea was to test if the widely expected negative
effect on labour hours would be small enough to keep the scheme sustainable
as a remedy against poverty (Widerquist 2021). Estimates for the reduction
of hours worked, averaged across the four experiments, ranged from 5 to 7
per cent, which was indeed less than expected before the experiments were
concluded (Simpson 2021, 71, 74). A similar but somewhat smaller effect
was found also in the Canadian experiments (Simpson 2021, 218–19). In the
absence of universal access to paid maternity leave, childcare and elderly care,
these results may be linked to a preference for unpaid care work over paid
work. Indeed, female heads or double-headed families reduced working hours
the most.
Although the results were supportive of negative income tax the opponents
of opponents of redistributive schemes seized on the labour market findings
and changed the narrative, portraying any decline in labour hours as unacceptable (Widerquist 2021). After reviewing non-academic articles on the
experiments, Widerquist (2005) argues that the limitations of the experiments
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in terms of demand response and subsequent labour market response were
poorly understood. Widerquist (2021) laments that most journalists, politicians
and citizens discussed the results by focusing on differences in labour hours
between the control and experimental groups as if it were a straightforward
representation of the population as a whole, when in fact the effect on the
entire population would likely have been a small fraction of the effect on the
subgroup that was sampled. Also, Simpson (2021, 78) argues that the experiments lacked a full cost–benefits analysis where the equity gains would have
been contrasted with the efficiency costs.
The negative income tax experiments in the US and Canada were conducted very carefully and produced massive data (Simpson 2021). Due to
shifts in political priorities, a large part of the data has remained unanalysed.
Health economist Evelyn Forget and sociologist David Calnitsky revisited the
experiment data more than three decades after the experiment was completed
in 1978. In her paper entitled the “Town with No Poverty”, Forget (2011)
found that Mincome in Manitoba improved health outcomes dramatically.
During the four years of the experiment, the hospitalizations declined by
8.5 per cent mainly due to fewer alcohol-related accidents and mental health
problems. Forget attributed that to added income security provided by BI.
Calnitsky (2016), on the other hand, demonstrated that the recipients viewed
Mincome positively in comparison with existing welfare schemes as it was
associated with less stigma and shame. These studies revived the interest in BI
experiments. However, a re-analysis of the experiments in the 1970s showed
that beyond labour market outcomes, guaranteed income was associated with
positive effects on low birth weights, homeownership, health and academic
outcomes (Forget 2011; Hanushek 1986).
Since 1982, the Alaska Permanent Fund (APF) has invested the profits from
the Alaskan oil industry and distributed the dividends with varying levels to
all Alaskan citizens (Gibson 2021). The annual dividends are not affected by
other income, but their amount falls well below subsistence level. However,
they are substantial for low-income households for whom the dividends may
account for up to 20 per cent of household income. Researchers have employed
innovative study designs to compare a range of outcomes in Alaska with other
US states. The added value of the Alaska case is that since APF is paid to the
whole population, it can provide some evidence on spill-over and macro-level
effects. The studies show a small effect on male employment with small
increases at times, because people tend to consume a lot when they receive the
APF. There is also a modest increase in inflation.
Besides the negative income experiments in the US and Canada in the
1970s, the discussion on potential effects of various BI proposals remained
hypothetical until the second decade of the new millennium. Some confusion
also related to the difference between the old and new interpretations of the
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experiments in the 1970s (Forget 2011; Widerquist 2005). Did the experiments
in the 1970s produce negative or positive results? The discussion on the potential beneficial results from these experiments was towards the 2000s fuelled
by new orientation towards human rights and political philosophy in the BI
movements. The arguments for BI shifted from poverty reduction to reduction
of inequality through redistribution of inherited wealth.

WHY BASIC INCOME WOULD WORK?
There are at least four theoretical arguments for any BI variant to work better
than existing social assistance schemes for those suffering from poverty
(Muffels 2021). First, poverty may have an influence on the “mindset” or
mental state of people. This insight is based on the evidence that scarcity and
stress due to poverty reduce people’s cognitive resources (Mani et al. 2013).
If fulfilling conditions for social assistance take up a large part of people’s
already strained cognitive resources, there is little room for important and
cognitively challenging tasks such as retraining for another job, maintaining
a social network or actively looking for paid work (Groot et al. 2019).
Second, behavioural economics suggest that the underlying values for
labour market behaviour and social security include reciprocity (“tit for tat”)
and trust. Reciprocity means that individuals tend to reciprocate an experience
of good treatment or the receipt of trust (an investment in social relationships)
by, for example, making an extra effort (positive reciprocity). Similarly, the
opposite is true if people are treated badly or confronted with mistrust (negative reciprocity) (Fehr and Schmidt 2003).
Third, psychological motivation theory suggests that extrinsic stimuli can
crowd out intrinsic motivation (Frey and Jegen 2001). According to this
theory, intrinsic motivation can be enhanced by giving people a choice over an
activity, rather than having a small set of predetermined alternatives which are
employed as means of control (Groot et al. 2019).
The fourth insight relates to Amartya Sen’s “capability theory”. Sen
(1999) defines a “capability” as what people are effectively able to do and
be. Capabilities allow people to choose the kind of activities in life they
value the most. The capability approach emphasizes the importance of giving
people freedom to choose from different types of activities to participate in
a community.

FINNISH BASIC INCOME EXPERIMENT
In 2015, Finland, a country known for a comprehensive welfare state model,
surprised the world with the announcement of a BI field experiment. The
fact that a country representing the Nordic welfare model with a top-ranking
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placement on almost all human development outcomes (Kenworthy 2020)
would experiment with BI added undeniable credibility to the proposal. More
astonishingly, the experiment was to be implemented by a centre-right coalition. Previously, BI had enjoyed support mainly among green and radical left
parties.
The main goal of the experiment was to study if BI would increase employment among long-term unemployed. That reflected a major shift in policy
context. In the 1980s, BI was discussed in Finland as a policy programme to
reduce the supply of labour through sabbatical leave, job-sharing and civil
society activities (Perkiö 2020). During the 1980s, Finland had a young population with high participation rates, while in the later decades, Finland has
been overshadowed by a high rate of unemployment and an ageing population.
Before the early 1990s, all long-term unemployed people in Finland were entitled to a place in subsidized employment where they were able to renew their
right for earning-related unemployment benefits. That policy was gradually
removed and replaced with sanctioning policies in the later part of the 1990s.
In 2015, BI was introduced as an innovation to incentivize young unemployed
with no work history and the long-term unemployed to take up jobs.
The Social Insurance Insitutution of Finland (Kela) was responsible for the
design of the BI experiment (Kangas et al. 2021). The experiment was preceded
by a report including a literature review and microsimulation calculations, but
no exploratory field study was conducted prior to the experiment (Kangas and
Pulkka 2016). The experiment was launched by passing a law which legislated
the procedures and parameters of the experiment (Laki perustulokokeilusta
1528/2016). Kela also implemented the experiment.
The Finnish BI experiment generated vast international attention. It was
the first statutory nationwide randomized field experiment on BI and the first
rigorous study on BI since the North American experiments in the 1970s.
However, contrary to a common misunderstanding, the experiment did not
study universal basic income (UBI), but partial BI. The experiment was targeted at young and long-term unemployed. The experiment group consisted
of 2,000 people who were randomly selected from a pool of individuals
between the ages of 25 and 58, and who were receiving a flat rate unemployment benefit from Kela in November 2016 (about 130,000 individuals
nationwide). Participation was mandatory. The flat rate unemployment benefit
programme is designed for young people who enter labour markets with no
work history and for those long-term unemployed who have exhausted their
right for a higher earning-related unemployment compensation. These meant
the participants faced barriers for employment in the open labour markets. The
partial BI payable during the experiment was called perustulo which translates
as BI. The government of Finland cannot be blamed for the fact that the international discussion around the experiment of UBI, was completely blown out
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of proportion. It merely reflected the difficulties to discuss diverging social
assistance schemes on a global level.
In the Finnish BI experiment, the sum of 560 euros per month was paid to
a randomly selected group of 2,000 unemployed Finns on a flat rate unemployment benefit. This cash sum replaced the existing flat rate unemployment
benefit and the payment was continued even if members of the experiment
group took up jobs. The existing benefit was exactly the same level as BI , but
the difference was that the BI group was able to keep all the extra money they
earned below 300 euros a month (300 euros is the monthly amount of income
disregarded for unemployment benefits; after that every extra euro from work
reduced unemployment benefit by 50 cents). An additional advantage for the
participants was that they did not need to report their incomes to the employment office, which reduced bureaucracy and the insecurity caused by fluctuating benefit levels. Another important difference was the absence of sanctions.
The BI group did not risk losing their benefit if they refused to participate in
active labour market policy programmes.
The rest of the unemployed in Finland who received a flat rate unemployment benefit at the end of 2016 formed the control group. Since the group
getting the experiment “treatment”, that is, the 560 euros a month net sum,
was similar to the control group in all relevant background characteristics, the
experiment mimicked studies in natural sciences and medicine. The idea was
that if there were any differences between the treatment and control group after
the experiment, that would establish a causal loop.
The experiment needs to be understood in the specific Finnish policy context.
The great majority of scholars and activists discussing the BI experiment in
Finland have failed to recognize the degree to which the existing legislation
in Finland already resembles BI. Section 19 in “The right to social security”
in The Constitution of Finland, which entered into force on 1 March 2000,
states that “those who cannot obtain the means necessary for a life of dignity
have the right to receive indispensable subsistence and care”. In practice, this
means that every legal resident in Finland is entitled to a guaranteed minimum
income (a basic amount of social assistance). On top of that comes assistance
for housing and healthcare costs. If a non-disabled person refuses to participate
in active labour market policy measures, the basic amount of social assistance
can be temporarily reduced by 20 or 40 per cent for the duration of a maximum
two months. This means that in Finland, there already exists a non-conditional
benefit scheme with 300 to 500 euros per month, with extra money for rent (up
to 700 euros per month in Helsinki in 2021). Furthermore, there is no time limit
for the payment of flat rate unemployment benefit in Finland.
As argued by Simpson (2021, 113), Finland and other Nordic countries
could institute a BI simply by dropping all work and other conditions associated with the receipt of social assistance or flat rate unemployment benefit.
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The only remaining condition would be an income test like a negative income
tax. That would be, of course, very much against the current practice where
all claimants are obliged to register at the employment office, unless they are
exempted due to disability or illness, for example.
It is also important to emphasize that in Finland, social assistance is granted
as a subjective right through a national agency, Kela (Social Insurance
Institution of Finland), without any involvement of social work professionals. Most of the applications are processed online. There is no asset test for
housing benefit or any of the flat rate non-contributory benefits against social
risks (unemployment, illness, disability, old age, birth of a child or the loss
of a provider). This means that all persons in the mentioned risk categories
already have an unconditional basic benefit without means-test. Because children already have universal cash child benefit (UBI for children), the specific
context of the BI debate concerns the category of work-able persons without
sufficient income.
In a nutshell, the aim of the Finnish BI experiment was to test if the carrot
works better than the stick in encouraging long-term unemployed citizens to
find new job offers, and to seek income from entrepreneurial activities. In
essence, the experiment analysed three interlinked mechanisms in the Finnish
public social services system.
1.

2.

3.

In the existing regime, unemployed individuals are required to participate
in active labour market policy measures. Those who refuse to participate
lose their unemployment benefit for two months and may also face
a reduction in social assistance, the last-tier income support system in the
country. In the experiment, the BI recipients were not obliged to participate in such measures and faced no sanctions.
In Finland, as elsewhere, the minimum income benefits are means-tested.
This means that income acquired from work is deducted from
government-sponsored benefits. Those who received BI during the experiment were able to keep all the extra income from work without having to
risk losing one euro of the BI amount.
The recipients of BI did not need to report their incomes to the employment office or to participate in active labour market policy measures. This
reduced bureaucracy and insecurity caused by fluctuating benefit levels.

Basic income comes with the idea that unemployed people know what is
best for them, and that without obligations and sanctions, they will be more
equipped to navigate the labour market. As people can keep the money they
receive from BI even if they get a job, the programme comes with significant
benefits. As described above, the BI experiment in Finland was presented as an
alternative to workfare policies which require claimants to participate in active
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labour market programmes, such as training and subsidized work. Those who
do not participate may face sanctions, such as the termination of their benefits.
Implementation Problems
The Finnish BI experiment faced serious roadblocks (Kangas et al. 2021).
The experiment budget to pay out BI was 20 million euros but ominously, the
benefit cost saved through the BI payments was not considered. This means
that government’s net cost would only increase if there would be more BI
payments than flat rate unemployment benefit payments. The scenario was
against the tested hypothesis, that is, BI would encourage the recipients to
work more which would reduce benefit costs and increase tax revenues. The
cameralistic interpretation of the experiment budget forced the research group
to suffice with only 2,000 people in the experiment group whereby the ideas
for oversampling of a particular region and including freelancers could not be
realized. The aim of oversampling was to study the “spill-over” effects of BI.
For instance, BI could increase consumption, which could add to the number
of jobs available. This could in turn force employers to increase wages, which
could then have unpredictable economic effects at the macro level. Planning
of the Finnish BI experiment was also delayed so that when the actual work
got started, the research group had only 1.5 months to write the legislation and
start implementation of the experiment.
Another problem was that the research design did not allow the study of
the effects of different components (elimination of means-testing, reduction
in bureaucracy and elimination of obligation to participate in active labour
market programmes (ALMPs)) of BI. An additional weakness of the research
design was that child supplements were not incorporated in the design. In
Finland, unemployment benefit comes with a child supplement for each child,
up to three children (maximum amount around 10 euros per day). This means
that if a person in the experiment group was eligible for child supplement
to unemployment benefit, he or she had to apply for that from the Social
Insurance Institution and was returned to the old system with its sanctions
attached to ALMPs’ participation.
The limited scope of the Finnish BI experiment was also reflected in the
choice of outcome measures, which mostly relate to labour market outcomes.
The main outcome was the difference in employment rates (days worked and
income from work) between the treatment (BI) and control groups. Since
Finland has extensive register data on health and well-being, it would have
been possible also to study, for example, expenditure on medication, healthcare usage and income variation. However, these outcomes were not discussed
in the law detailing the experiment or in the official policy documents.
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Kela, the organization designing and implementing the experiment, did not
approach the study participants before the experiment to conduct surveys or
qualitative interviews. This means there was no baseline survey available. To
avoid observer effects, Kela announced that it was not conducting interviews
or questionnaires during the experiment.
Acknowledging the limitations of the experiment, the research team recommended expansion of the experiment in future years (Kangas et al. 2017). The
expert group which designed the initial experiment underlined that to produce
more reliable and generally applicable information, a series of experiments
would be needed to study the preconditions for the reform from a variety of
perspectives and at the level of various population groups. There were plans to
introduce a new experiment in 2018 with a wider treatment group consisting of
self-employed, freelancers, small-scale entrepreneurs, and other small-income
receivers. An experiment with negative income tax launched in 2019 was also
proposed. That could have been built on the national income registry, which
was introduced in 2020. In August 2017, the government decided not to invest
in any new BI experiments. However, the new government which took over in
2019 included a negative income tax experiment in its government programme
(although the English version of the government programme spoke about a BI
experiment). In 2021, the idea of a negative income experiment was scrapped.
Instead, the Ministry of Finance started to prepare a proposal on work tax
credit.
The biggest drawback of the Finnish BI experiment was that a new sanction
regime (activation model) was implemented in 2019, which invalidated the
research setting for the second year. Due to the activation model, the effects of
the second year of the experiment cannot be separated from the effects of the
activation model.
Results
When the long-awaited results from the two-year Finnish BI experiment
were finally released in May 2019, almost 1.5 years after the experiment was
concluded, they cast serious doubt on popular beliefs on BI and employment.
The verdict was that there was very little difference in employment or earned
income between the experiment and control groups (Kangas et al. 2020).
Average number of days of employment between November 2017 and October
2018 was 78 for the BI group, while the corresponding figure for the control
group was 73. Over the first year of the experiment, there was no difference
between the groups. In the second year, the BI group worked five days more,
but the difference cannot be attributed to BI alone. Due to the activation model,
the effects of the second year of the experiment cannot be separated from the
effects of the activation model. In the case of very low-paying jobs, the control
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group worked as much as the BI group. The research group concluded that
the huge carrot included in the BI model did not actually work in increasing
employment.
Ever since the preliminary results of the Finnish BI experiment were reported
to show positive employment effects, some BI advocates have remarked that
there were no negative effects either. However, the aim of the experiment was
not to study whether non-conditional cash transfer would reduce employment
because of guaranteed BI. For that purpose, other population groups such as
freelancers and low-paid workers should have been included in the trial.
More surprisingly, the results from the final Finnish BI experiment report
revealed that many members of the BI group did not want to abandon employment services and active labour market policy measures. They were in no
way obliged to register at the employment office but a great majority of them
decided to do so. The share of people among the BI group who were registered
in the employment office was at most only 17 per cent lower than among the
control group. The research group concluded that most of the BI group did not
have a problem with the conditionality of employment services.
It is possible that the old administrative practice at Kela encouraged BI
recipients to register. There was also an incentive to participate in ALMPs
since the participants were given a nine-euro top-up benefit for the days they
participated in the measures. All BI recipients with children were able to get
child supplement for unemployment benefit, if they registered at the employment office. However, a large share of those BI recipients without children
registered at the employment office.
The final report of the Finnish BI experiment also discussed the survey
results showing that the BI group had clearly higher subjective well-being
across a large variety of measures.
According to subjective evaluations, BI recipients experienced significantly
fewer problems relating to financial situation and depression (Figures 5.1 and
5.2). The average score for life satisfaction with life was 7.3 for the BI group,
while the corresponding figure was 6.8 for the control group (scale from 0 to
10). However, the results on subjective dimensions are not as reliable as the
register-based results on labour market effects. First, the experiment did not
include a baseline survey. We do not know if people’s subjective assessments
changed after they started to receive BI. Positive effect could be due to attention created by the study itself. The positive evaluation may not relate to BI as
such, but to public debate around BI and to the fact that people were members
of a selected group.
Second, the survey was carried out in late 2018 when the newly implemented and heavily criticized sanction scheme was in place. Finally, it also
needs to be considered that the response rates in the survey were low (31 per
cent in the experiment group and 20 per cent in the control group). Due to the
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Source: Kangas et al. (2020).

Figure 5.1

Self-perceived financial situation at current household
income, percentage of respondents

Source: Kangas et al. (2020).

Figure 5.2

Self-perceived depression, percentage of respondents

problems related with the survey, the research group concluded that it is not
possible to determine if the positive results can be attributed to BI.
The primary aim of the experiment was not to study the effects on well-being
beyond employment. This explains the absence of a baseline survey. This is
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a major weakness since well-being effects are at the core of the global BI
debate. However, the survey results were interesting enough to retain interest
in BI, especially among those who see BI more as a social justice issue than an
instrument for activating the unemployed.
Despite the shortcomings, the Finnish BI experiment had important
take-home messages. The experiment demonstrated that the problems that
young and long-term unemployed individuals experience in finding work do
not relate to bureaucracy or financial incentives. Similarly, the results showed
that financial incentives for employment and reduction of benevolent bureaucracy should not be used as selling points for BI. The results also called into
question the punitive workfare policies based on the deterrent effect of unemployment services. This notion gives room to develop employment services
and cash benefits based on mutual trust between the claimants and the policy
makers.

TRUST EXPERIMENTS IN THE NETHERLANDS
The Netherlands introduced a major basic security overhaul through the
passing of the Dutch Participation Act 2015, which was to serve as the Dutch
minimum income system for people furthest away from the labour market. The
principal idea behind the Participation Act was that everyone should have the
opportunity to participate fully in society, preferably through a regular job (see
more detailed discussion in Chapter 9).
Under the Netherlands’ decentralized model, the municipalities were given
large degrees of freedom to implement the Act. Most importantly, while
benefit levels are nationally determined by indexing payments to minimum
wages, municipalities have the power to decide which participation requirements are required and how they should be enforced (Groot et al. 2019). There
was large variation in the municipalities’ orientation. Some relied on workfare
policies with strict monitoring and sanctions, while others applied a model
where claimants’ preferences and agency were emphasized.
Despite the lofty aim of the Act, benefits conditions and sanctions included
in the Act were criticized for crowding out individuals’ intrinsic motivation
to perform such tasks (Muffels 2021). In addition, deprivation and fear of
losing benefits were hypothesized to engender a scarcity mindset that impedes
rational decision-making. The Dutch municipalities decided to compare the
effectiveness of current “workfare” policies with a more lenient way of supporting people on social assistance (Muffels 2021). Article 83 in the Act allows
municipalities to implement two-year experiments with the option to reduce
means-testing of the benefits. Six municipalities decided to implement the
experiment under the Participation Act. Four other municipalities made use of
other existing laws to launch similar experiments.
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The exact design of the experiments differed from one municipality to
another, but all included a treatment group with the elimination of job-seeking
conditions. The first experiment in Tilburg started in December 2017. With
a total number of 5,000 participants in ten experiments the Dutch randomized
controlled trial experiments were one of the biggest experiments in social security ever conducted worldwide, even slightly larger than the BI experiments in
the US or Canada in the 1970s (the Finnish statutory BI experiment had 2,000
participants in the experiment group).
In the Dutch experiments, randomly selected welfare recipients (who agreed
to participate) were assigned either to a control group or to various treatment
groups. Roughly three types of experiments were conducted, granting an
exemption from the labour and reintegration obligations in social assistance:
(‘A’ – the self-management or exemption group) and/or a higher release for
additional earnings next to social assistance; (‘B’ – the earnings release group)
and/or more intensive guidance to work; and (‘C’ - the tailor-made supervision
group) (Muffels 2021). These are further explained below:
A. The idea of the self-management or exemption group was that beneficiaries need to learn how to self-manage their re-entry into work. The participants were exempted from the existing application and reintegration
obligations. In the city of Tilburg, they were given an additional work
bonus when they found full-time work.
B. The idea in the earnings release group was that if the beneficiaries found
paid work, the additional earnings of participants in this group were
taxed at a rate of 50 per cent instead of 75 or 100 per cent in the standard
case (but up to a maximum of about €200 per month only, the income
ceiling of which was not changed). They were to some extent, exempted
from the application and reintegration obligations except for the city of
Wageningen where they got the standard treatment. The earnings release
group was in operation only in the six municipalities where the experiments were based on Article 83 of the Participation Act.
C. Participants in the tailor-made supervision group got extra support
through tailor-made supervision and intensive mediation. They had more
frequent contact with their caseworker (five to six times a year) and the
treatment of the client was demand-driven instead of supply-driven,
meaning that participants could decide on the content of the treatment to
a large extent.
The Dutch economist Ruud Muffels (2021) calls the project “trust experiments” since the design of the experiment groups was based on rendering
trust and autonomy to people, on the one hand, and more intensive mediation
and tailored support to the welfare recipient, on the other. While the existing
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benefit regime involves many benefit conditions and strict controls, the new
approach was built on putting trust in people’s intentions, paying tribute to
their intrinsic motivation, giving more autonomy and freedom of choice,
intensive mediation, and support as well as rewarding people’s initiative in
finding work by more generous earnings release conditions. However, unlike
the Finnish BI study, the benefit remained means-tested and household-based.
In addition, access to benefits was not unconditional in the sense that in return
for the wavering of the liabilities, participants had to be committed to and
put effort into the treatment to make it a success. In some cities, they were
also asked to sign an agreement in which rights and duties were stipulated.
However, the job search obligations were less strict than in the regular treatment, where they were strongly based on workfare principles. The hypothesis
was that this would put less stress on people and allow them to search for better
job matches and sustainable employment.
The treatment groups were compared with the control group (invited to
participate in the experiment, but no change in treatment) and the so-called
reference group (not invited to participate in the experiment) with respect to
outcomes such as labour market participation, debt, health and life satisfaction
to a control group composed of individuals not selected for the experiment.
The primary outcome measure for the experiment was the outflow into
full-time employment (i.e., working more than 27 hours a week) but also
outflow into part-time employment was studied. The secondary or non-work
outcome measures included subjective well-being, subjective health, mental
health, perceived capabilities, social trust, self-efficacy in finding work, social
networking and income and deprivation poverty reduction.
Results
The Dutch Ministry of Social Affairs and Employment asked CPB Netherlands
Bureau for Economic Policy Analysis to evaluate six experiments (West et al.
2021). A thorough review determined that relieving beneficiaries of their obligations had no negative effect on the job finding rate from social assistance,
when compared to the initial situation. Meanwhile, more job search assistance
and more opportunities to earn income next to welfare benefits sometimes
led to a higher outflow to part-time jobs. In many municipalities, however,
the results were surrounded with much uncertainty. The problem was that the
municipalities had too many different interventions with not enough participants to be able to make more precise conclusions.
The evaluation report found no statistically significant effect of the exemption from the labour and reintegration obligations in social assistance on the
outflow to work in any of the municipalities (West et al. 2021). However,
the difference with the baseline for some of the participants was probably
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not large, and the estimates were rather inprecise. More intensive job search
assistance had no effect on the outflow to full-time work, but sometimes had
a positive effect on the outflow to part-time work. For all municipalities, the
evaluation report found no effect of more intensive job search assistance on
the outflow to full-time work. Only in Utrecht was there a positive effect on
the outflow to part-time work (at a significance level of 5 per cent); 16 months
after the start of the experiment, 20 per cent of the treated group in Utrecht
worked more than 12 hours a week, compared to 12 per cent in the control
group (West et al. 2021.)
Reduction of means-testing, that is, allowing additional earnings next to
social assistance, had no effect on the outflow to full-time work, but sometimes
had a positive effect on the outflow to part-time work. The result was attributed
to the fact that participants were not allowed to earn more than 200 euros (net)
per month in addition to their benefit. Only Utrecht had a positive effect on
the outflow to part-time work (at a significance level of 5 per cent). In some
municipalities, the effects could not be interpreted directly as the (sole) effect
of the intervention since the control group (invited to participate in the experiment, but no change in treatment) showed different results after the start of the
experiment than the so-called reference group (not invited to participate in the
experiment). Due to data limitations, it was not possible to determine whether
the experiments influenced the outflow to self-employment.
The University of Tilburg analysed five experiments (Muffels 2021). As
for employment effects, they found either insignificant effects or in the case
of Tilburg, even negative effects when experiment groups were compared
with control groups (Table 5.1). The only positive and significant employment
effect was found for the self-management group in the city of Apeldoorn.
The results concerned only people with a short duration on welfare benefit
receipt and the extra support treatment group for people who were no longer
in welfare. The University of Tilburg study also showed that both experiment
group and control group differed from the so-called reference group (people
not invited to participate in the experiment), indicating a selection effect.
The University of Tilburg also studied non-work outcomes, which were
more in line with their expectations (Muffels 2021). Most of the effects were
non-significant, but in various cities, some outcome measures were positive
and significant. Most positive effects were found in Tilburg with the extra
support group on self-efficacy, on subjective well-being, on freedom of choice
or capabilities, and on subjective health. Finally, in three cities (Tilburg,
Wageningen and Apeldoorn), the study group found positive effects of the
self-management and the extra support treatments on reducing income or deprivation poverty. The evaluation group attributed the lack of strong evidence
on non-work outcomes to the fact that non-work outcome measures such as
subjective well-being, social trust and mental health tend not to change easily.
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In the evaluation process the most positive results were found where the caseworkers fully embraced the intensive support treatment which was considered
to be a very successful treatment by most of its informants because there was
now more time and space for having an open communication with people on
welfare benefits, and for giving attention and tailored support. The caseworkers expressed the view that it takes a long time to build up a trust relationship
with people, but once it is achieved, they tend to become more cooperative and
willing to act.
The principal investigator for University of Tilburg Ruud Muffels’s (2021)
main conclusion was that a treatment with more personal attention and
tailored support to the most disadvantaged people improves the quality of
service delivery. Equally importantly, it also enhances the job satisfaction
of the caseworkers. It takes time to improve social participation, social trust
and subjective well-being and health among people who have been on social
assistance for a long time.
The primary aim of trust experiments was to increase the number of people
fully exiting out of social welfare benefit through reintegration into full-time
paid work. Although the work chances for social assistance recipients are poor,
it was expected that the experiments would result in an additional outflow of
10 per cent (Muffels et al. 2019). The results were disappointing since no clear
conclusions could be drawn in the evaluation study. Another issue affecting
the employment outcomes is that on average about half of all social assistance
recipients in the Netherlands are unable to work (de Ruig 2021).
The municipalities involved in the experiments were expecting that they
would contribute to improving the social participation of their clients and/or
their health and well-being.
A study by Edzes et al. (2021) investigated a combination of interventions
for that purpose: exemption from reintegration obligations, intensification
of counselling and earnings release of extra earnings. They found small, and
sometimes positive effects, especially for self-reliance and confidence, but the
picture was not clear-cut. The small numbers of participants in the experiments
as well as their relatively short duration made it difficult to find statistically
significant effects.Moreover, the recruitment procedure of participants was
only in the Dutch language. Non-western immigrants make up over 10 per cent
of the Dutch population, but almost 50 per cent of the social assistance benefit
recipients. 

BARCELONA EXPERIMENT IN SPAIN
With co-funding from the European Social Fund, the city of Barcelona conducted an experiment combining guaranteed minimum income and active
social policies in Barcelona’s deprived urban areas (Nou Barris, Sant Andreu
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and Sant Martí) between October 2017 and the end of 2019. The experiment was called B-MINCOME experiment, since it combined a guaranteed
minimum income and active social policies (Riutort et al. 2021). Altogether
the experiment studied 11 different modalities, the B-MINCOME modality
which included non-conditional and unlimited income transfer resembled a BI
proposal, while the rest of the modalities were associated with more traditional
minimum or guaranteed income schemes.
The objective of the B-MINCOME experiment was to test the effectiveness
and efficiency (in relation to the cost of its implementation) of a set of innovative and comprehensive policy measures to fight poverty and social exclusion
in Barcelona’s deprived urban areas. The new measures combined a varying
level and conditionality of monetary transfer, the so-called Municipal Inclusion
Support (Catalan acronym: SMI) with four active social and labour inclusion
policies: training and employment; entrepreneurship in the social, solidarity
and cooperative economy; housing renovations for renting rooms; and community participation. The Municipal Inclusion Support (SMI) is a “social
emergency” economic benefit that complements the income of the people in
the household and guarantees a basic threshold established by the project. This
threshold was calculated as the sum of basic needs and housing needs. The
project team considered B-MINCOME as the most comprehensive evaluation
of a public social policy project carried out so far in Spain.
The experiment was more limited in scope than the experiments in Finland
and the Netherlands. The experiment was set to target 1,000 vulnerable
households living in ten neighbourhoods with the lowest disposable family
income in the city. To be eligible, a household had to have at least one member
between the ages of 25 and 60, and who was in receipt of benefits from the
city’s Municipal Social Services. The households were selected to receive
a maximum cash transfer of €1,675 a month (Laín 2019).
To collect the sample of 1,000 households, the project group identified
5,000 potential participating low-income households. A total of 2,525 applications were received, of which 1,527 met all the requirements. By means of
a stratified random draw, 1,000 households were selected to participate in their
corresponding active modality (treatment groups), 383 households to participate passively (control group), while 144 were kept as reserve households to
replace those unwilling or unable to participate. Altogether, 11 participation
groups were created, including ten different treatment groups and one control
group.
The treatment groups were structured according to four participation
modalities:
A.

Conditional: receiving the SMI was conditional on mandatory participation in the assigned active policy.
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B.

Non-conditional: receiving the SMI was not conditional on mandatory
participation in the assigned active policy.
Limited (withdrawal): any variation in the household’s computable
income entailed a proportional variation, positive or negative, of the
initially estimated SMI.
Unlimited (or partially limited or withdrawal): the change in the household’s income only entailed a partial change in the SMI, it was reduced
by 25 per cent for the first 250 euros net monthly income earned above
the initial SMI, and by 35 per cent for income above 250 euros.

C.
D.

In combination with the SMI transfer, some participants were selected to participate in four different active policies:
A.

B.

C.

D.

Training and employment policy: this sought to improve employability
and access to the labour market through a combination of training and
12-month employment plans carried out in the neighbourhoods. The
training was a 340-hour certified professional development course, 60
hours of continuous training during the employment plan, and once
completed, 80 hours of training and job orientation. The employment
plan implemented 22 projects in partnership with social entities.
Social entrepreneurship policy: the aim was to familiarize participants
with the social, solidarity and cooperative economy as an alternative to
the traditional labour market, combining training and the promotion of
collective entrepreneurship projects. Six projects were developed, and
15 collaborative stays were carried out with entities in the sector.
Policy of aid for the refurbishment and rental of rooms: the aim was to
encourage participating flat owners to permanently rent out a room in
their home, after refurbishing it, to obtain additional income to improve
their disposable family income.
Community participation policy: this promoted the involvement of
participants and their families in the social and community life of their
neighbourhoods by creating spaces for participation, group cohesion and
identification of needs to generate shared projects.

All participants were selected in one of the different active policy modalities,
but not all beneficiaries actively participated in them. According to the percentage of selected households that actively participated in the inclusion policies that were implemented (training and employment, social entrepreneurship
and community participation), the project group observed that those who did
so in the conditional modality tended to participate more actively and continuously. The project was analysed with quantitative and qualitative methods
by using administrative records (Social Security, Spanish Tax Agency, etc.),
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three surveys (before the start, in the middle and at the end of the project) and
ethnographic monitoring of some of the participating groups and households.
The evaluations carried out on the individual level during the project
confirmed that the B-MINCOME project contributed significantly to the
reduction of severe material deprivation and food insecurity among the participants (Riutort et al. 2021). In addition, some significant improvements were
observed in terms of housing insecurity. The B-MINCOME had also a positive
impact on people’s subjective well-being. The participants did not suffer from
feelings of financial uncertainty as much as before. The first year led to a significant increase in the degree of life satisfaction expressed one year after the
start of the project. In the second year, the level of satisfaction was still higher
in the treatment group than in the control group, but at a lower magnitude
than that identified in the first year. The control group members did not show
any significant changes in self-perceived health or in the likelihood of having
serious health problems.
The employment outcome did not produce expected results (Riutort et
al. 2021). Participation in B-MINCOME’s active policies did not stimulate
economic entrepreneurship, nor had any increase in the probability of finding
quality work. The project reduced participation in the labour market. For some
households, the participation in the project provided a chance to gain economic
independence and to be able to plan for a more autonomous future, while some
did not manage to get out of economic and housing precariousness. The project
group concluded that the results in terms of labour activation were neutral or
even negative in the short and medium terms as with most similar experiments
and policies. They attributed the result to the so-called “lock-in effect” relating
to the vulnerability of the participants.
According to the final report, the B-MINCOME project generated significant, positive results in community involvement among the project’s
participants (Riutort et al. 2021). The project increased the probability of
participating in a group, organization or community initiative, although the
impact evaluation only allows for the significance of the effect to be contrasted for households in the conditional modality. The participants developed
a better awareness of the area and its community assets and a greater interest
in getting to know and work with local entities. Like the Dutch experiments,
the B-MINCOME project promoted new ways of working in social services,
which include innovative strategies for public/customer services. While the
project showed to be effective in improving material conditions for households, it was not possible to determine if it was cost-effective due to the limited
duration of the project (23 months). The small sample size and many different
treatment groups placed a severe restriction on the reliability of the estimated
effects of the experiment; there were very few statistically significant results.
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The project group concluded that the strategy of combining active policies
with a monetary transfer policy turned out to be very successful (Riutort et al.
2021). Unlike the usual conditional income policies, the project allowed for the
maintenance of a combination of active and passive policies which do not stigmatize recipients. Surprisingly, the conditional guaranteed minimum income
group (similar to participation income as will be later demonstrated) showed
slightly more positive results. According to the project group, the people in
this modality (precisely by participating in the policies) extended their social
relationships and their awareness of public and community resources in their
neighbourhoods, and had the opportunity to participate in collective projects,
deciding and debating collectively. However, the project group warned that
it would be simplistic to maintain that “obligating” someone to participate in
a policy would bring positive results without considering the components of
that policy (Riutort et al. 2021). Finally, the project group emphasized that the
project was designed and implemented in a very specific area of Barcelona, the
Besòs Axis. Consequently, the results cannot be extrapolated to the whole of
Barcelona, Catalonia, Spain or even another country.

ONTARIO EXPERIMENT
In June 2016, the Ontario government led by the Ontario Liberal Party
established an Income Security Reform Working Group, with the task to
build a multi-year plan to reform social assistance within the broader income
security landscape. At the same time, the government asked a former chief of
staff to Ontario Premier and Canadian Prime Minister Hugh Segal to produce
a discussion paper on the BI experiment. Segal published in November 2016
a detailed plan “Finding a Better Way: A Basic Income Pilot Project for
Ontario” (Segal 2016). Segal emphasized BI as a possible way to reduce the
cost of poverty, not only welfare and disability payments, but also healthcare
and economic performance.
The province government invited Ontarians to share their feedback on
the design of a BI pilot between November 2016 and January 2017, and
provided a summary report of the feedback (Ontario 2017a). The consultation was extensive including almost 33,000 public survey responses, 1,200
expert survey responses and almost 1,200 in-person meeting attendants. The
consultation report defined BI as different from social assistance in terms of
being paid to anyone who met the income eligibility criterion, giving the same
amount of money to everyone, topping up the incomes of people who earned
less than a certain amount and establishing a generally simpler system to
administer. The Ontario government motivated the pilot by testing “whether
a basic income can better support vulnerable workers, improve health and
education outcomes for people on low incomes, and help ensure that everyone
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shares in Ontario’s economic growth” (Ontario 2017b). Unlike in Finland, the
focus was not only on labour market outcomes but more generally on BI’s
capacity to improve well-being and reduce healthcare costs.
The specific aim of the Ontario BI pilot was to test replacing the broad
policing, control and monitoring previously present in Ontario Works and
Ontario Disability Support Program (ODSP), with a modestly more generous
BI, which was automatically disbursed to those living below a certain income
threshold. The goal was to find out what happens when low-wage, precarious
workers receive a financial top-up.
The Ontario pilot study took place in three locations: the Hamilton,
Brantford and Brant County region (launched rolling recruitment in late spring
2017); Thunder Bay and surrounding area (launched in late spring 2017); and
the city of Lindsay (launched in autumn 2017). The locations were selected so
that the experiment could be scaled to province level. In the city of Lindsay,
everyone was eligible to apply for the new benefit. The idea came from
the Mincome experiment, where the small town of Dauphin, in Manitoba,
was selected as “a saturation site”, meaning that everybody there would be
included in the experiment group to study the dynamic community effects.
In the experiment, a total of 6,000 potential participants were randomly
selected with ongoing enrolment from a pool of low-income adults between
the ages of 18 and 64 years (Ontario 2017b). To prevent contamination from
migration, the condition for selection was that the individuals had lived in
one of the three test locations for at least one year. Eligible individuals were
randomly selected to either receive the BI or be part of a control group made
up of people who were not receiving any payments.
The experiment was designed in a way that nobody was worse off. In the
experiment, randomly selected low-income individuals (under CAD 34,000
per year for single people and under CAD 48,000 per year for couples)
received invitation and information on the experiment through mail. The
experiment adopted a phased approach starting with a limited mail-out, testing
design and collecting experiences before starting with large-scale mail-outs.
The operational duration of the pilot was planned for three years. Unlike in
Finland, participation was voluntary, and those who did agree to participate in
the experiment were allowed to exit at any time during the study.
The amount of BI was determined at 75 per cent of the low-income measure
in the province, which was approximately double the amount compared with
previous benefit. That was 16,989 CAD (€946/month) for single individuals
and 24,027 CAD (€1,338/month) per year for couples. Individuals with disabilities were paid an additional amount of up to 500 CAD (€334) per month.
That is, the benefit was not individual like in Finland but paid on the household
level. Individuals and couples with no external income received this amount
of money. For participants who earned additional income, the amount of the
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benefit was reduced by 50 per cent per each dollar (entailing that, e.g., single
individuals stopped receiving any payment if their income rose above 48,054
CAD per year). Surprisingly, that was the current system in Finland which was
valid for the control group of the BI experiment.
Income from other programmes, such as the Canada Pension Plan and
Employment Insurance, reduced the BI payment dollar for dollar. Income
related to children, such as the Ontario Child and child support, were to be
exempted. The Ontario BI was unconditional in the sense that the benefit was
not contingent on work or looking for work. This was a major departure from
the Ontario Works programme. The Ontario experiment adopted the term
“guaranteed minimum income”.
Early Termination and Results
The Ontario experiment was implemented in 2018 by the Ontario Liberal
Party. Ten months after the first payments were distributed, the Progressive
Conservatives won elections and when taking power, announced early termination of the experiment. During the election campaign, the Progressive
Conservatives had promised to maintain the project but later decided to
change their mind on the grounds that the project was too expensive and did
not align with the government’s aim to move people from welfare to work.
The decision was a big disappointment especially for the participants, who had
started getting higher benefits than before. The final payments were made to
the participants in March 2019.
Also, the researchers were dismayed since it was not easy to get 6,000
people to participate in the randomized control trial. The pilot was a missed
opportunity to learn about the effects of a minimum income scheme. The
Ontario experiment had initially adopted a completely different approach to
study BI’s effects than Finland’s. The evaluation would have been carried out
by an independent third party and would have taken place in real time; that
is, the preliminary results were expected before the three-year experiment
was finished. Already, Hugh Segal (2016), who designed the first plan for
the experiment, had suggested that “aggregate data in the form of preliminary
results, once it starts to flow, must be accessible to Ontarians in a transparent
fashion”.
Besides employment and labour market participation, the Ontario experiment was to study a broad range of outcome measures including community
participation, stress and anxiety, mental health, health and healthcare usage,
housing stability, education and training. The hypotheses were set for three
time periods. The experiment group was expected in the short term to have
better food security and reduced stress and anxiety. The median-term hypotheses related to increased community participation and improved health and

Heikki Hiilamo - 9781800880801
Downloaded from PubFactory at 01/10/2023 01:16:52AM
via free access

Lessons from basic income experiments

75

well-being, while the long-term hypotheses consisted of better quality of
life and enhanced labour market attachment. The results of the pilot were
to be reported to the public in 2020. In the evaluation, both quantitative and
qualitative data through access to administrative records, questionnaires and
interviews would have been used.
In the absence of any official report, anecdotal evidence on the effects of
the experiment started to surface in the media. The media reports focused on
guaranteed minimum income’s capacity to maintain small-scale entrepreneurship and the benefits of extra money for low-income people such as personal
stability, augmenting disability payments, paying for education and student
loans, purchasing new eyeglasses, paying for transportation costs for work,
and purchasing necessary items like fresh produce, hospital parking passes and
decent winter clothes.
A team of researchers collected an online survey and a series of interviews
with BI recipients in Hamilton. All informants reported benefiting in some
way, typically through improvement in physical or mental health, labour
market participation, food security, housing stability, financial status or social
relationships (Simpson 2021, 269). While acknowledging the limitations of
drawing conclusions from a self-selected sample, Simpson (2021) believes the
experiment showed positive employment results for the self-employed. The
BI encouraged those in precarious employment to take risks and move into
self-employment or to full-time education.
Leah Hamilton and James P. Mulvale (2019), two social work scholars,
conducted qualitative interviews with a small sample of the experiment participants. The interviewed recipients reported improved nutrition, health, housing
stability and social connections. The benefit also facilitated long-term financial planning. The results speak directly to the higher benefit level experienced
by the guaranteed minimum income recipients. The informants also expressed
a desire to work and be financially independent. However, just like the survey
respondents in Finland, the Canadians prioritized the new scheme over traditional programmes, which were perceived as having negative repercussions
including work disincentives and deleterious bureaucratic hurdles. With the
guaranteed minimum income, bureaucratic confusion was removed and the
intrusive nature of means-testing was no longer present. The informants
experienced that the ability to keep earned income helped them to maintain the
incentive to work and financial planning became possible.
Tom McDowell and Mohammad Ferdosi (2020) interviewed guaranteed
minimum income recipients in the Hamilton region asking them to compare
their experiences with the ODSP. The informants reported improved physical
and mental health, food and housing security, financial security, and social and
family relations. The scholars concluded that “compared to existing income
support systems, a basic income model like the OBIP (Ontario Basic Income
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Program) can significantly improve recipients’ lives, while at the same time
provide a more humane approach to service delivery.”
McDowell and Ferdosi (2020) also explored the experiences of the employed
and unemployed in the Hamilton and Brantford pilot sites by integrating data
from surveys and interviews. The self-reported outcomes of both groups were
analysed regarding employment, physical health, mental health, use of health
services, food security, housing stability, financial well-being and social activities. The authors highlighted the difference in the degree of improvements
between recipients who were working before and during the pilot versus
those who were not employed at both times. Both groups reported significant
improvements, but it was the recipients who were continuously employed
that reported the greatest benefits. The scholars suggested that BI could be
an important policy tool to improve the lives of low-income and precarious
workers in Ontario and perhaps elsewhere.
The quality of the evidence from Ontario cannot be equated with the Finnish
BI experiment. The three-year intervention was reduced to one year. The
research design did not allow separating the effects of the increased benefit
level from the effects of the unconditionality of the benefit. The analyses of the
pilot results of the Ontario experiment suffered from selection effects, where
the disappointment with the abrupt cancellation of the project is mixed with the
perceived effects of the project. There is nothing unique with the results concerning the positive experience of increasing benefits for low-income populations. Fundamental economy theory suggests that well-being increases among
low-income people who get more money. However, the results show that the
way in which the benefits are made also matters. Guaranteed minimum income
outperformed previous social assistance programmes in terms of having less
stigma and shame attached to benefit receipt.

Y COMBINATOR EXPERIMENT IN THE US
Unlike the experiments reviewed above, the experiment in the US was initiated
by a private person. In January 2016, young Silicon Valley tech entrepreneur
Sam Altman (2016) published a blog where he spoke about his research company’s, Y Combinator Research, future agenda: “We’d like to fund a study
on basic income – i.e., giving people enough money to live on with no strings
attached. I’ve been intrigued by the idea for a while, and although there’s been
a lot of discussion, there’s fairly little data about how it would work.” Altman
also predicted that “at some point in the future, as technology continues to
eliminate traditional jobs and massive new wealth gets created, we’re going
to see some version of this at a national scale”. Altman’s interest in utopian
ideas entails a more holistic understanding of the possible effects of BI on
health, time use and social participation. According to Altman, “it’s impossi-
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ble to truly have equality of opportunity without some version of guaranteed
income”.
Y Combinator Research launched a BI project in September 2016 with
a small-scale pilot in the city of Oakland (Y Combinator Research 2017).
During the first wave, the research team involved fewer than ten individuals
(including treatment and control) to test and improve the study procedures.
In September 2017, the research group published a full-blown proposal for
the study. The experiment was set out to study BI as a possible social protection programme against capital accumulation and job destruction caused by
automation.
The group informed that they planned to enrol up to 100 participants by the
end of 2017 (Y Combinator Research 2017). According to the plan, the core
of the experiment would be a randomized controlled trial (RCT) with 3,000
individuals across two US states in urban settings. During the experiment,
1,000 individuals would receive USD 1,000 per month for up to five years
(experiment group), and 2,000 individuals would receive USD 50 per month
and serve as a control group for comparison. Both groups would consist of
young (21 to 40-year-old) low-income individuals, with oversampling of
people further away from median income. In addition, the team would conduct
extensive surveys with participants at the start and end of the project. The idea
was to test how a basic level of income security helps people with economic
volatility and uncertainty. The project would involve qualitative research with
a subsample of participants, where the aim was to determine how a BI influences people’s lives. In the selection of study locations, the research group
would pay attention to the extent to which the states are willing not to cut
existing benefit (e.g., housing vouchers) from the study participants.
As illustrated above, the YC Research team had adopted an even more holistic view of BI’s expected outcomes than the government of Ontario. Besides
the outcomes measured in Ontario, the research team was interested in individuals’ time use, consumption, finances and the effects on children (e.g., grades
and test scores) and social networks. The research team was also planning to
use a large variety of additional data sources.
In the planned experiment, BI is distributed as a payment card (GoBank
account registered in participants’ names at enrolment) which allows to study,
pending participants’ endorsement, how the participants spend their extra
money. The research team would also make sure that each participant had
a mobile phone and if not, provide one for them. That would also be used,
again with participants’ endorsement, in data collection. By utilizing standardized instruments and well-developed health and labour market surveys, the
research team aimed to guarantee the validity of the experiment. The research
team was also interested in studying the mechanism behind BI’s potential
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through qualitative research. They were planning to utilize in-depth interviews
for that purpose.
In May 2020, YC Research changed its name to OpenResearch. While
acknowledging that Y Combinator helped YC Research launch, the research
team said that OpenResearch teams have been operating independently from
YC for several years. By May 2022, OpenResearch was still collecting donations to run the experiment. This means that until further notice, this experiment also remains a missed opportunity.
However, a minor experiment was already concluded in 2021. The Stockton
Economic Empowerment Demonstration, launched in February 2019 by
former Mayor Michael D. Tubbs, gave 125 Stocktonians $500 per month
for 24 months in the first mayor-led guaranteed income initiative (West et
al. 2021). The benefit was unconditional, with no strings attached and no
work requirements. The preliminary findings based on the first year, that
is, pre-pandemic results, indicated that guaranteed income reduced income
volatility. Unconditional cash enabled recipients to find full-time employment.
Recipients of guaranteed income were also healthier, showing less depression
and anxiety and enhanced well-being. The research team concluded that the
guaranteed income alleviated financial scarcity creating new opportunities for
self-determination, choice, goal-setting and risk-taking.

CRITICS OF BASIC INCOME EXPERIMENTS
Basic income advocates have been critical towards BI experiments in rich
countries (e.g., Widerquist 2018). The most common critique concerns the
fact that none of the experiments have made BI universal. In other words, the
experiments have violated the first condition in the BIEN definition of UBI
which is paid to every individual within a defined political community, irrespective of the recipient’s income or wealth and without reference to any prior
contributions or work history or imposing behavioural conditions upon receipt.
According to critics, most of the completed experiments and pilots currently
underway meet very few of the criteria either for a UBI or for a robust evaluation. The critics of BI experiments argue that to have evidence on the effects of
a BI, we would need studies of payments that are permanent, paid universally
or at least to large populations, paid unconditionally, cover subsistence level,
and don’t fluctuate. Moreover, they maintain that even if an experiment would
meet all of these conditions, to truly replicate UBI, it should be funded in
a similar way to any UBI that is actually to be implemented.
None of the experiments discussed above are universal in the sense that
UBI would be paid to everyone. The target group was most limited in Finland
where only a certain type of unemployed people were included and other individuals with low incomes were excluded. In Finland, the payments were below
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subsistence level, and some of the recipients still had to meet work-related
conditions. The central UBI argument is that to truly give people freedom
to choose how they spend their time, BI would have to cover at least basic
subsistence needs. The experiments in the Netherlands involved only people
on social assistance. Again, only low-income people were included in the
Barcelona experiment. The fragmented nature of the interventions prevented
discovering any statistically significant results. The Ontario project was put on
hold while the Y Combinator project remains unimplemented.
The fundamental feature of a full BI proposal is that it would be unconditional, with no requirements to seek or be available for work or training.
That carries a symbolic message that the ones organizing the experiments
believe poor people might have the capacity and motivation to do things
which are beneficial to them and their community. According to BI advocates,
unless payments are unconditional, they won’t provide the freedom to pursue
activities other than paid employment. The advocates call for studies of
unconditional payments to provide evidence on whether people would work
less (Gibson 2021), but there are no schemes that have paid people with no
conditions attached in high-income countries.
Due to the nature of any experiment, it is very difficult to study the funding
mechanism of BI. The surveys show that the source of funding is an important
feature that affects the support for BI (Rincón et al. 2022). There are several
ideas for ways to fund BI – new taxes for the rich, tax on resources, social
media companies or carbon emissions, just printing the money to pay for it.
The way in which BI would be financed also has an effect on the economy. If
people with higher incomes would pay a lot more tax on any extra income they
earned, it could change their decisions about how much paid work they do.
Any serious BI proposal is intended as a permanent programme. It is very
likely that the effects of a permanent BI programme would be different from
those of temporary programmes. People might be less likely to change the
amount of paid work they do if they know that payments would stop in two or
three years.
Large area-level studies are very expensive to conduct, and as the experience from Finland shows, even when there is a desire and potential funding to
conduct a pilot, political barriers can prevent it from happening. Planning for
the 2017 experiment in Finland shows that the final study design will inevitably be the result of various politico-institutional compromises (Kangas et al.
2021). Behind the scenes, the planning team struggled with administrative and
political hurdles. Goal-setting of the experiment was distracted by complexities in social security and constitutional legislation. The researchers had major
problems in explaining the nature of the experiment to administrators and
policy makers. Lack of cooperation between different government agencies
proved an additional obstacle. The end result was affected by factors such as
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the amount of time available for the planning, whether it is possible to develop
new payment and taxation systems, and the quality of the cooperation between
different government agencies (Hiilamo and Kangas 2017). By definition,
a pilot study is short term, and most studies are of projects on small and dispersed samples, and/or targeted at specific groups of people. Since no study
meets all these criteria, the BI advocates claim that we do not currently have
evidence on the effects of a BI project, as it would be implemented.
The Finnish BI experiment was criticized for the fact that it only studied
an incremental change in the social security system. Basic income was on an
equal level with the unemployment benefit paid to individuals of the control
group. However, as Laín (2021, 92–3) suggests, all past UBI experiments
have tended to find positive results on subjective well-being measures (stress,
happiness, control) as a result of giving more money to low-income people:
If we know that a lack of money is a problem and creates related problems, then
we can infer that a policy based on granting people money, particularly when it is
on an unconditional and universal basis, will necessarily have a positive impact on
socioeconomic indicators related to a lack of money.

Paradoxically, the fact that the benefit level did not change in the Finnish
case can also be considered as a particular strength of the experiment. The
experiment was about analysing the effect of unconditionality, and not about
giving more money to the poor. The experiments in Ontario and the US can
be criticized for the simple fact that they were “too generous”. The body of
literature on poverty shows that people are better off if they get extra money.
The potential efficacy of BI lies in the evidence that it is a more efficient way
to deliver support than the current system. Given the obvious weaknesses in
the level of current systems in Ontario and the US, it is self-evident that BI will
improve all or nearly all of the studied outcomes. However, the experiments
may fail to answer if BI is indeed value for money.
Another issue is the external validity of the experiments. The question is
what populations, settings, treatment variables and measurement variable
results from one experiment can be generalized (Campbell and Stanley 1966).

SUMMARY
Since the 1990s, developed countries have experimented with various new
policies to tackle the problem of unemployment and underemployment. They
have not attracted the volume and scope of attention the basic income (BI)
experiments have. The salience of BI as a policy prescription is partly attributed to the fact that BI is presented as a uniform applicable solution to social
protection across jurisdictions. The BI experiments in rich countries have
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shown that governments and influential individuals are willing to view BI,
after a series of workfare reforms, as a second-generation solution to specific
problems among working-aged populations suffering from poverty.
A great deal is now known about the labour supply effects of BI. Substitution
effects are moderate and income effects are small. There are positive effects on
family resources on education and health outcomes for children (Gibson et al.
2020; Simpson 2021, 167). Little is known about the long-term effect on, for
example, childhood development, human capital investment and employment
outcomes. It is obvious that poverty cannot be solved by cash transfers alone.
Childcare, educational opportunities, housing, health and social services and
employment services are needed. However, the research knowledge is accumulating. The review that was published in 2020 found 27 studies of nine
BI-like pilots and policies. By 2021, the number had increased to 44 studies
from 11 pilots and policies (Gibson 2021).
Despite the shortcomings, the Finnish BI experiment had important
take-home messages. The experiment demonstrated that the problems that
young and long-term unemployed individuals experience in finding work
do not relate to bureaucracy or financial incentives. Similarly, the results
showed that financial incentives for employment and reduction of benevolent
bureaucracy should not be used as selling points for BI. The results also called
into question the punitive workfare policies based on the deterrent effect of
unemployment services. Young unemployed and long-term unemployed are
willing to participate in ALMPs even if that is not mandatory. This notion
gives room to develop employment services and cash benefits based on mutual
trust between the claimants and policy makers.
The results from the Dutch “trust experiments” and Barcelona experiment
align with the results from the Finnish and Barcelona experiments. The
employment effects were either insignificant or even negative, indicating
that financial incentives do not matter as much as expected. Some non-work
outcomes were positive though. The results emphasized the necessity of
high-quality services with personal attention and tailored support to the most
disadvantaged people. The quality of the evidence from the Ontario project
cannot be equated with the other experiments. The three-year intervention
was reduced to one year. The research design did not allow separating the
effects of increased benefit level from the effects of unconditionality of the
benefit. The analyses of the pilot results suffered from selection effects, where
the disappointment with the abrupt cancellation of the project is mixed with
the perceived effects of the project. There is nothing unique about the results
concerning the positive experience of increasing benefits for low-income
populations. Fundamental economy theory suggests that well-being among
low-income people will improve if they get more money. However, the results
show that the way in which the benefits are made also matters. The Ontario
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experiment as well as other experiments indicate that guaranteed minimum
income outperforms traditional social assistance programmes in terms of
having less stigma and shame attached to benefit receipt.
All experiments discussed above have determinedly adopted a narrower
definition of BI than the one advocated by BIEN. It is evident that all the
experiments will disappoint activists who see universal basic income (UBI) as
a panacea for improving social justice, equality, freedom and ecologically sustainable communities. The social justice idea of universal BI is not compatible
with the pragmatic idea of partial BI experimented in Finland, the Netherlands,
Barcelona, Ontario and the US. Whether UBI advocates like it or not, the
experiments will mainstream BI as a loosely defined policy prescription, to
reform social security benefits for those outside employment or in precarious
positions in the labour market.
It is true that the experiments only involve a relatively small number of
people. Experiments cannot inform about structural effects of the ideal type of
UBI, for example, the effect on labour markets, effect on wages, working conditions and labour supply. It is also not possible to test indefinite effect through
trials. However, this doesn’t mean that there is no useful evidence at all. There
are studies of pilot schemes and of national-level policies which meet some of
these criteria and can shed some light on how people respond to unconditional
payments. There are also other approaches to evaluation that could overcome
some of these issues and barriers.
The evidence is accumulating that basic income is reducing subjective experience of financial stress and inequality. It has a positive effect on subjective
well-being and mental health (Gibson 2021). There are positive findings about
social trust (Kangas et al. 2021). Most importantly, the results reviewed above
call into question the punitive workfare policies based on the deterrent effect
of unemployment services. The experiments also show that at least some target
groups were benefiting from participating in the activation measures. That
emphasizes the role of personalized services for the long-term unemployed.
The main conclusions point to the motto “letting go and learning to trust”. The
next chapter discuss if participation income could outperform BI in encouraging active participation of people with social assistance benefits.
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Definition of participation income

The concept of participation income (PI) was first introduced by Oxford and
London School of Economics professor Anthony Atkinson (1944–2017) in
1996 when he published an article titled “The Case for a Participation Income”
in The Political Quarterly (Atkinson 1996). Atkinson’s original discussion
on PI was based on two arguments, which challenged the conventional view
of citizen’s income as basic income was called at the time in the UK. First,
Atkinson wanted to develop BI not as a replacement of social insurance but
rather as an instrument to cut dependence on means-tested benefits. For a long
time, Atkinson had been a strong opponent of means-testing (Atkinson and
Micklewright 1991). PI would complement, rather than replace, existing
social insurance benefits by reducing the number of people who must rely on
income support or family credit, and by helping low-wage workers who need
the means-tested scheme for their earnings top-up. This is an important difference between PI and those catch-all UBI proposals that would replace both
means-tested welfare and social insurance. Social insurance would remain the
default social security for a large part of the population (Atkinson 1996, 67).
PI would also be complementary to a minimum wage (as would UBI in many
proposals). Second, Atkinson expressed the belief “that it will be difficult to
secure political support for a Citizen’s Income while it remains unconditional
on labour market or other activity”. Atkinson pointed to the fact that several
countries are anxious to ensure that social security works with, rather than
against, the active labour market measures. Later, Atkinson (2015, 221) noted
that reciprocity originating from participation criteria is “both intrinsically
justified and more likely to garner political support”. This is an important shift
in Atkinson’s argument, which will be discussed later in more detail.
At the bottom of both arguments was Atkinson’s concern for inequality
and poverty. He devoted his academic career to inequality and poverty
studies. After school, Atkinson volunteered in a hospital in a deprived part
of Hamburg, Germany, which he later cited as a period when his interest in
inequality started (Brandolini et al. 2018). Atkinson also credited the study
The Poor and the Poorest, by Brian Abel-Smith and Peter Townsend (1965),
as having a significant influence on his career goals. While being impressed
by this landmark study of poverty in post-war Britain, Atkinson felt that it did
not address what to do about the problem. As a response, Atkinson, a young
scholar of Economics, published in 1969 his first book Poverty in Britain
83
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and the Reform of Social Security. At the time, poverty was not a fashionable
subject for economists.
In 2014, Thomas Piketty, Atkinson’s mentoree and collaborator, published
his bestselling book Capital in the Twenty-First Century, which drew popular
attention to long-run trends in income inequality in the western world. Again,
Atkinson wanted to take the discussion one step further and show how inequality could be reduced in practice. His magnum opus Inequality: What Can Be
Done? (Atkinson 2015) included participation income in his comprehensive
plan to reduce inequality. Atkinson (2014, 620–21) was concerned with ensuring “non-competitive equality of opportunity”, which he defined as everybody
having an equal chance to fulfil their – independent – life projects:
To draw an athletic analogy, all can have the opportunity to acquire swimming
certificates. In contrast, competitive equality of opportunity means only that we all
have an equal chance to take place in a race – a swimming competition – where there
are unequal prizes. In this, more typical, case, there are ex post unequal rewards, and
it is here that inequality of outcome enters the picture. The concern that I want to
address in this paper is that, even if there were competitive equality of opportunity,
the reward structure is too inequal and that ex post inequality needs to be reduced.

Atkinson is known for both cutting-edge theory and the empirical analysis of
data and policies. It is important to emphasize that PI was a part of Atkinson’s
programme to restore the effectiveness of the welfare state in reducing
inequality. It was by no means related to reduce social spending on social
security. The aim of PI was to adjust the social security system to new labour
market relationships and new forms of contribution. In an article titled “After
Piketty?”, Atkinson (2014, 634) proposed EU-level PI by pointing out that
the EU social policy rules call for an explicit agreement about the notion of
participating in a particular society:
Proposing such an initiative would appear to fly in the face of decades of EU failure
to make progress on social security harmonization. There are however two reasons
for optimism. The first is that it [participation income] offers a solution to problems with which national governments are struggling – just as the early European
institutions offered a solution to national problems of economic restructuring. The
second is that the participation income is a new form of social security. There would
be no question of imposing a national model on all Member States. It would not be
Bismarckian or Beveridgean social insurance. It would be a twenty‐first-century
route towards a Social Europe.

Later, Atkinson (Atkinson et al. 2017) presented PI as a response to difficulties
the existing social insurance had in coping with “new social risks” associated
with low pay, insecure intermittent employment and family dissolution. The
problem is that increasing social insurance benefits would impact only those
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entitled to these benefits (which was seen during the COVID-19 pandemic).
Similarly, extending coverage may not have immediate effects if additional
entitlements will build up by more contributors/contributions. Atkinson concedes that a BI paid to everyone irrespective of means and living situation may
offer some advantages with respect to new social risks in particular. However,
he pointed out that the universal coverage would either be more costly or
less generous. The statement is somewhat contradictory since in its original
inception PI was meant to be a broadly inclusive quasi-universal programme
which would exclude only people who really were “doing nothing” for political feasibility reasons. As a non-means-tested programme that would also be
very costly.
In a simulation exercise for the UK, Atkinson with his co-authors (Atkinson
et al. 2017, 308) defined participation income as follows:
existing insurance-based social protection and pension schemes remain in place but
where recipients are below the PI they are brought up to it, whilst the PI partially
substitutes for means-tested schemes which remain in place but include the PI in
their income tests. In Atkinson’s formulation, the PI would be paid to adults meeting
a participation condition, for example, caring for a child or an adult, seeking job
training, doing voluntary work, doing paid work, etc., as well as those unable to
participate due to ill-health or disability. Since this participation condition cannot
be imposed in our simulation exercise due to lack of data, this is carried out on the
basis that everyone is entitled.

The simulation compared PI with an alternative where a greatly increased child
benefit scheme would become taxable in the hands of the parents (Atkinson
et al. 2017). The latter option would considerably raise the average marginal
effective tax rate on earners. In turn, that would also increase the mean participation tax rate, resulting from the fact that the benefits that would be lost
on taking up employment are higher. However, the PI option would decrease
the participation tax rate since PI is received both in and out of work. An
additional advantage of the PI option is that it would reduce total spending on
means-tested benefits by over one-half, because PI replaces a significant proportion of means-tested support. Even if a substantial number of households
do not see an increase in net income, they are able to escape means-testing
altogether. However, it is noteworthy that in the simulation no participation
test was taken into account, but everybody was entitled to PI, which means as
Malcom Torry (2016, 138) has noted that the simulation actually concerned
BI.
Atkinson (1996) argues that means-tested policies lead to counterproductive
behavioural effects by penalizing personal effort and contributing to the creation of an “unemployment trap”, where the welfare recipients and their family
members are trapped in poverty because they have limited incentives to seek
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and accept a job. If they take up a job, they risk losing their welfare benefits.
Atkinson believes that income maintenance should retain its individual and
non-means-tested nature, but felt that making eligibility independent from
a work or willingness-to-work requirement, as BI models suggest, would
render it politically infeasible. Atkinson introduced PI as a policy designed
with the capacity to unite a range of different groups and, as such, PI stands out
as the income transfer policy capable not only of sustaining a coalition based
on shared goals, but also of allowing different groups to avoid more extreme
policy choices like UBI or workfare. However, it is worth noting that UBI
advocates confine to a similar argument of uniting different groups.
According to a basic income (BI) scholar Jürgen De Wispelaere (2015), BI
policies include eight dimensions: universality, individuality, conditionality,
uniformity, timing, modality (e.g., coupons and vouchers versus direct cash
transfer), and generosity and financing. Theoretically, there exist varieties of
BI within these core parameters, for example, regarding payment level and
funding mechanism. Atkinson’s PI introduces one key modification to UBI –
PI is paid only on condition of participation.
Atkinson’s PI can be seen as a form of BI because it shares many of its
design features and because it reaches a considerable stratum of the population. Both UBI and PI combine different risk categories, which means that
entitlement is not tied to status as an unemployed person, for example. In
contrast to means-tested policies that are assigned to the family, both UBI
and PI are paid to individuals. All adults can receive UBI and PI regardless
of marital status or their family circumstances. Both UBI and PI are universal
redistributive policies which do not target a particular group. Both rich and
poor are entitled to PI.
PI seeks the middle ground between, on the one hand, means-tested and
targeted redistributive policies, and, on the other hand, universal and unconditional schemes. The contributive component adheres to the former. As with
workfare policies, PI is conditional on an individual’s behaviour. However,
it shares the universalism of the latter. The income entitlement for most (all
adult, able-bodied) individuals is conditional on their contribution. This condition brings in an element of social insurance into the scheme by allowing the
recipients to reciprocate the protection given by the scheme.

SOCIAL PARTICIPATION
A crucial aspect of Atkinson’s idea for PI was that certain social rights are
tied to social participation. In other words, PI is for those who participate in
society. PI bridges the gap between those who think universal social protection
and inclusion are the key objectives of the welfare state and those who think
the main goal of the welfare state is to promote the socially productive behav-
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iour of adult citizens. In line with UBI, the core notion of PI is that social inclusion involves the empowerment of human agency (Hoggett 2001; Lister 2004).
The results from the BI experiments reviewed above are encouraging for PI.
The targeted group of social assistance recipients do not seem to object to participation conditions that enforce reciprocity if the range of activities included
in the participation conditions helps them to improve their lives (Muffels 2021;
Riutort et al. 2021).
Linking benefit receipt to social participation brings PI in line with social
insurance logic. With this approach, Atkinson defines a society as a group
of people who participate in it, which means that he understands society
as a living and active unit that thrives on the contributions of its members
(Hiilamo and Komp 2018). Anybody who is part of this group can derive
social benefits from it and has obligations towards it.
Participation condition is established to prevent free-riding and to ensure
legitimacy of the insurance system. This is an important notion in the wake
of increasing income inequalities. Those “payers” with higher income need
to trust that the “receivers” are not passively exploiting the system. Atkinson
(1996, 69) believes PI “offers the only realistic way in which governments may
be persuaded that Citizen’s Income offers a better route forward than the dead
end of means-tested assistance. This is particularly true at the European level,
where the driving forces are very much concerned with the labour market.”
The precise nature of PI as a policy idea depends on the sort of activities that
policy makers allow to satisfy the requirements of participation. In principle,
PI may be realized by a scheme that resembles workfare or alternatively by
one that is barely distinguishable from UBI (De Wispelaere 2015). Atkinson’s
original idea clearly departs from workfare. Atkinson only wished to exclude
access to PI for “those who devoted their lives to pure leisure” (Atkinson 2015,
221). Participation is conceptually clearly distinct from workfare because
it expands the notion of social participation well beyond the narrow frame
of labour market participation. For Atkinson, forms of participation include
a range of socially useful activities such as caring for an elderly relative, volunteering in a neighbourhood project, engaging in a human capital-enhancing
activity (e.g., vocational training or studying for an educational qualification),
and working as an employee or self-employed. However, PI recipients may
be exempted from participation requirements on grounds of sickness, injury,
disability or other kinds of barriers.
Also, Stuart White (2003a) maintains that paid employment is not the only
form of productive contribution. For example, so long as the community has
a duty of care, those who take it upon themselves to discharge this duty are
making a contribution. The work of caring for young children, the elderly
and those with long-term illnesses or disabilities counts as civic labour as do
various other forms of “approved voluntary work” (White 2003a, 170).
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A richer understanding of reciprocity beyond paid work could also allow
decoupling conditionality from commodification, which would nurture myriad
socially valuable contributions for a more sustainable society (Murphy and
McGann 2020). This perspective is important for current and future unemployment crises by acknowledging the significance of especially women’s
unpaid care work and retirees’ social contributions through volunteering and
grandparental childcare. The remarkable aspect of Atkinson’s enumeration is
the range of activities covered, which allows social policies to adapt to social
change (Hiilamo and Komp 2018).

SUMMARY
Participation income is a policy idea to reform social assistance schemes by
reducing means-testing without giving up conditionality. The benefit is paid
for those who contribute to the society or community in some way. This condition retains the reciprocity norm which has strong philosophical and pragmatic grounds (as illustrated in the next chapter). The forms of participation
go beyond paid work marking a departure from both workfare and activation
policies.
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Criticisms of participation income

The idea of tying social rights to social participation indeed comes with
one major caveat: it may be hard to implement (Hiilamo and Komp 2018).
Participation income (PI) is against means-testing and workfare, on the one
hand, and against radical unconditionality, on the other hand. In principle
the model can be implemented in different contexts, but it comes with major
practical problems. Some of those who criticize participation income (PI)
acknowledge its merits on ethical, philosophical and political grounds, but
point to administrative realities (e.g., Torry 2019). Atkinson (2015) did not
give a precise rule to define the forms of contributions that entitle people
to receive participation. That gives the idea a general character with a large
variety of practical applications. Meanwhile, it also leaves the idea vulnerable
to criticism. To put it simply, the critics argue that the administration of PI
would far outweigh its benefits and no government would ever dream of
implementing a PI.
PI is, on the one hand, easier to implement than means- or asset-tested benefits because it only requires the administration to make category decisions,
many of which already exist in other parts of the administration (Atkinson
2015, 221). A recipient is either entitled to participation income or not. In
Atkinson’s model there is no need to reduce the amount, for example, because
of other income sources. On the other hand, as a conditional programme PI is
more difficult to administer than unconditional basic income (BI), which does
not include participation conditions.
The administrative reality concerns the eligibility condition. Atkinson (2015,
220) writes: “The application of the category decision does indeed raise important issues of the burden of proof, the degree of intrusiveness, the interpretation
of different activities in a multicultural society, and the location of power in
the beneficiary–administrator relationship.” Many of the numerous activities
that constitute social participation are hard to define, measure, document and
monitor, which makes it a challenging task to implement a PI in any welfare
state. It is, for example, difficult to establish a rule or criterion to distinguish
useful from useless activities. Thus, the very feature that makes Atkinson’s
idea current and relevant also creates obstacles to its implementation. Another
issue concerns the volume of activity, that is, how much activity is needed to
fulfil the participation condition (Torry 2016, 125). More problems emerge in
monitoring if a claimant is actually performing the activities. Documenting
89
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and monitoring the activities are necessary to determine if the claimants are
or continue to be eligible for PI. Moreover, if claimants fail to abide by the
conditions of participation, they are expected to face some form of sanction
that diminishes or withholds their benefits. There are ambiguities inherent
in all stages described above, which means that PI may cause uncertainty in
clients regarding eligibility, documentation, monitoring and sanctions, leading
to arbitrary and unequal treatment. Just as with BI, PI must be judged a failure
unless it includes an effective means of disbursing payments to beneficiaries.
Atkinson presented PI as an emancipatory idea, but implementation problems
can turn it into broad-based workfare.
The burden of administration is mostly related to the fact that everybody who
would fulfil the participation condition would be eligible for PI (Torry 2016).
PI would cover a much larger part of the population than any means-tested
and targeted benefit scheme. How would it be possible to manage a system
covering nearly the entire population?

ADMINISTRATIVE HURDLES
In 2007, Jürgen De Wispelaere and Lindsay Stirton (2007) published an influential article, “The Public Administration Case against Participation Income”,
which challenges the political feasibility of any PI scheme on the grounds of
administrative hurdles. The starting point of the criticism is that PI is meant to
be the politically feasible alternative to UBI and workfare. As such the authors
reject PI as a policy innovation merging the best features of two worlds,
a welfare scheme that appears to be genuinely inclusive and activating, by
claiming that PI has very little to offer either side of this debate. The theoretical
article claims that the effective enforcement of a broad participation requirement imposes substantial moral and economic costs on welfare bureaucrats
and clients alike. Later, De Wispelaere and Stirton (2018) emphasized that the
administrative hurdles concern the politics of participation income: there is no
easy solution to inherent problems of PI without compromising its political
feasibility.
According to De Wispelaere and Lindsay Stirton (2007), the implementation of any PI scheme has three alternatives:
1.
2.
3.

institute a weak enforcement of any participation requirements, rendering
PI barely distinguishable from UBI;
structure a participation requirement around narrowly selective eligibility
criteria, effectively resulting in a version of workfare; or
accept the substantial administrative costs of ironclad enforcement.
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The authors refer to the administrative instability of PI through the “trilemma
of participation income”. The trilemma builds upon the claim that PI must
remain substantively inclusive if it is to satisfy the concerns of BI advocates,
while it must still insist on a genuine participation requirement to enforce
reciprocity. The later condition entails the economic and human costs associated with administrability. De Wispelaere and Stirton (2007) argue that participation can only satisfy two of three conditions – eligibility, enforcement,
administrative costs – simultaneously. Rejecting strict enforcement would
ease administration considerations, but that would conflict with a participation requirement. Similarly, the ironclad administration strategy gives up
some of the chief advantages related to providing benefits unconditionally.
Consequently, De Wispelaere and Stirton reject the idea that participation
income could be implemented without constant interference in recipients’ lives
while using bureaucracy sparingly (see also De Wispelaere and Stirton 2013).
To illustrate their critique towards PI, De Wispelaere and Stirton (2007)
outline three possible models of participation income, which are construed for
the pedagogical purpose of demonstrating the unfeasibility of the policy idea.
As a first possible resolution of the trilemma, the authors suggest rejecting any
compromise on ease-of-administration considerations. The model is called
ironclad administration strategy. The authors discard this option because it
fails to “use bureaucracy sparingly” thereby incurring extra costs for both the
taxpayers and the claimants. In addition, the authors claim that this option
would entail constant interference in recipients’ lives, thereby constraining
their freedom. De Wispelaere and Stirton (2007, 2018) do not think that easy
and objective verification procedures for participation requirement would be
possible for all participation requirements. There is considerable variation
between possible participation requirements such as being enrolled in a university course (easy to implement) versus taking care of your sick parent (much
harder to implement in terms of monitoring and enforcement). Therefore,
“intrusive inspections, threats, punitive sanctions, and the like may all prove
necessary to discourage cheating” (De Wispelaere and Stirton 2007, 541). This
model would be strongly criticized by UBI advocates who view conditionalities attached to PI as unacceptable interference with individual freedom.
The second model compromises enforcement: the participation requirement
is implemented in a deliberately underinclusive fashion. De Wispelaere and
Stirton (2007) claim that this model could include only those activities that
are easy to specify precisely and to monitor efficiently. They argue that such
a scheme would necessarily focus participation requirements to include those
social categories or activities that already feature prominently in current
administrative systems. If this position is adopted, the participation income
would not, according to the authors, be significantly different from workfare.
De Wispelaere and Stirton (2007, 542) write: “in the extreme, there is even
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a danger that PI would prove less inclusive than workfare because, as mentioned before, it lacks the myriad of support schemes (e.g., training, in-work
assistance, and placement) that, at least in theory, constitute an integral part of
workfare”.
The third model accepts that effective monitoring of compliance will be
problematic. A participation requirement would represent only a symbolic
commitment to eliminating free-riders. De Wispelaere and Stirton (2007)
argue that this strategy would all but obliterate any distinction between PI and
UBI. De Wispelaere and Stirton reject the third model of symbolic commitment as a strategy that would be politically feasible.
To further illustrate the alleged inherent ambiguities in PI, De Wispelaere
and Stirton (2007, 529) present three cases:
Case 1: A person who devotes at least 10 hours per week in employment,
self-employment, volunteering for a charitable organization, studying
at a university or college, or caring for dependent parents, children, or
spouses, shall be entitled to receive PI.
Case 2: Any person substantially engaged in an appropriate socially
valued activity shall be entitled to receive PI.
Case 3: A person who undertakes activities as prescribed in the following
table shall be eligible to receive PI. (Such a rule would then be followed
by a detailed table displaying various types of employment, positions
within voluntary organizations, approved college and university courses,
disabilities, and care-work activities.)
The authors argue that the first case can perform “poorly in terms of congruence with the underlying policy of promoting an inclusive conception of active
citizenship”. The model in this case may not capture many socially valuable
activities, for example. The second case provides a vague, all-encompassing
criterion of participation, which could be open to “conflicting interpretations
by clients, welfare officers, policy makers, and even the general public” (De
Wispelaere and Stirton 2007, 529). The third case requires that policy makers
foresee “all the socially valuable activities of which individuals can conceive,
and a list of such activities is likely to be extremely complex” (De Wispelaere
and Stirton 2007, 530).
As explained above, the option to implement PI in a deliberately underinclusive fashion does not comply with Atkinson’s idea of PI, which aims
to liberate people from the shackles of means-testing. The same goes for the
ironclad administration strategy. The essence of the participation condition
is to include people, not to exclude them. As for the administrative costs, the
critique by De Wispelaere and Stirton (2007) ignores the fact that existing
social assistance schemes already include effective enforcement mechanisms
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(Atkinson 2015). However, it is debatable if they can be extended to cover
the wide range of activities included in PI. In any event, for a claimant participation conditions would be easier to meet than the current conditions for
social assistance. Since the time of writing of “The Public Administration Case
against Participation Income”, digitalization has reduced the costs of benefit
administration and made access to benefits easier. For example, in Finland the
general social assistance (guaranteed minimum resources scheme) was in 2017
transferred from the municipalities to the Social Security Institution (Kela),
where it became possible to claim the benefit digitally. The reform improved
access to benefit and reduced the number of those eligible for benefit who did
not claim it (Korpela et al. 2020). COVID-19 has accelerated digitalization of
social security (Masiero 2020). This is the silver lining of automation for social
assistance recipients. However, De Wispelaere and Stirton (2007) make a valid
point in referring to problems in PI’s attempt to cover the entire population.
Basic income advocate Malcom Torry (2016) takes the administrative
critique of participation income one step further. Torry illustrates in concrete
terms the wide range of participation activities people already perform through
paid work, self-employment, education, training, voluntary work and care
work. Torry’s (2016, 125) conclusion is that “the initial participation condition
would exclude very few citizens, because most people do participate in society
in some way or other; and creative compliance would ensure that only a very
small number of individuals would not receive the Participation Income”.
Furthermore, Torry presents examples of cases where it would be virtually
impossible to determine if a person fulfils a participation condition or not. His
conclusion is the total rejection of PI, which he claims would require a massive
administrative effort to exclude about 1.2 per cent of the adult population
(Torry 2016, 138). The problem with Torry’s reasoning is that the administrative effort to implement PI would not be about excluding people but to
ascertain that they receive the benefit for the right reasons. However, this does
not invalidate the core of Torry’s argument. Implementing a population-wide
PI would be a daunting task.

THEORY OF RECIPROCITY IN SOCIAL PROTECTION
The crucial difference between PI and UBI is conditionality. In other words, PI
is allegedly based on a principle of reciprocity while BI is not. (The validity of
this statement is conditional upon the definition of reciprocity (Goodin 2002),
many UBI advocates argue, as will be later illustrated, UBI is fully compatible
with reciprocity.) While defining conditionality on grounds of political expedience, Anthony Atkinson’s (1996) seminal article underlined that individuals
could contribute to society through more than just paid work. This view is
shared with UBI advocates but it stands up against workfare and activation
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proponents. Here is what Atkinson (1996, 68) said about participation in his
original introduction:
in my proposal, the Basic Income would be paid conditional on participation.
I should stress at once that this is not limited to labour market participation.
While the qualifying conditions would include people working as an employee
or self-employed, absent from work on grounds of sickness or injury, unable to
work on grounds of disability and unemployed but available for work, it would
also include people engaging in approved forms of education or training, caring for
young, elderly or disabled dependants or undertaking approved forms of voluntary
work, and so on. The condition involves neither payment nor work; it is a wider
definition of social contribution.

Atkinson (1996, 67) viewed retention of behavioural condition as a pragmatic
acquiescence to win public support for universal social assistance without
means-testing. The social policy literature has mainly construed PI as a political tactic to smooth the way for an easier adoption of UBI, sometimes referred
to as “implementation by stealth” (Groot et al. 2019, 280). However, from
a political philosophy perspective, the participation condition is important also
on normative grounds. Unlike UBI, PI adhered to the widely accepted principle of reciprocity in social cooperation (McGann and Murphy 2021). PI’s idea
aligns normatively also with John Rawls’s (2001) idea of fairness in social
cooperation: individuals have an obligation to share in its burdens as well as its
benefits. By pointing to fierce philosophical debates in the late 1990s and early
2000s McGann and Murphy (2021, 8) reiterate that unconditional welfare fails
to respect people’s moral autonomy: “Enjoying cooperative benefits without
contributing in return is to treat fellow citizens as mere instruments to our own
wellbeing, undermining the social conditions of our mutual interdependence
and equality to each other.”
The long history of social protection is dominated by the distinction between
deserving and undeserving poor (van Oorschot 2006). The deserving poor are
those who were poor through no fault of their own, either because of illness,
accident or age, while the undeserving poor are those who were poor because
of laziness or personal problems. Deserving poor include children in poor
families, the elderly and disabled, while the long-term unemployed, substance
abusers and the over-indebted are considered undeserving poor. The norms
governing perceptions of deserving and undeserving poor can be seen as
oppression by those better placed in a society. They can also be interpreted
as a call for all the hands on the deck, in other words, pleas for solidarity and
reciprocity. Political philosopher Stuart White (2003a, 49, 2003b, 138) maintains that “a principle of reciprocity” calls those who willingly enjoy a share
of the social product to have a corresponding obligation to make a productive
contribution to the community in return. As Lane Kenworthy (2020) and Bo
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Rothstein (2017) illustrated above, the principle of reciprocity is essential for
government-run social insurance and social assistance schemes, which have
a public good character. Without broad public support the schemes will sooner
or later collapse.
The social protection schemes are based on an efficiency rationale, where
there are large gains to be reaped from pooling risks, and individuals may not
be able to pool risks on a purely voluntary basis (Lister 2020). The benefit of
pooling risks is linked to economic uncertainty. If an individual would save to
protect himself/herself against a given risk (e.g., losing a job or living too long
after he/she can no longer work), he/she would likely save either too much
(if he/she would never lose his/her job or if he/she would die young), or too
little (if he/she would be out of work for a long time or would live longer than
expected). But if each member of a large group saves the amount the average
member of the group needs, the law of large numbers makes it very likely that
the group will save the necessary amount. By pooling the risks and contributions against the risks, each member of the group will have a coverage against
economic hardship with reasonable costs.
Public social protection schemes differ from private insurance. As for
private insurance, the asymmetries of information between consumers and
providers lead to adverse selection. Since consumers of insurance are better
off in anticipating their likelihood of needing it than the providers, those with
greater need will want to purchase more insurance while those better off may
want to opt out from the schemes (Lister 2020). The insurance companies
know this, but they do not know who these riskier consumers are. To insulate
themselves from excess risk, they raise their prices for everyone, which drives
the less risky subjects out of the pool. This may lead to market failure (Akerlof
1970; 93, 137). When private insurers do have information on the risk profiles
of their clients, they try to tailor the premiums they charge to the level of risk
that a given individual adds to the pool. This is not the case in public insurance
systems which have a redistributive character. Social protection systems tend
to ignore information about individual risk for unemployment, sickness or
old age, for example. People are not charged based on the expected loss they
represent but based on their income. The outcome is clearly more egalitarian
than in a system of private insurance where people with a previous history of
unemployment or health problems would need to pay more for an unemployment or health insurance.
The efficiency rationale of public social protection schemes is based on
mandatory enrolment (Lister 2020). You can refuse to claim social assistance,
but you cannot effectively demand the government stop spending your tax
receipts on social assistance. The same goes for contributory social insurance
schemes, where refusing to pay contributions is not an option. Mandatory
participation avoids the problem of those with private information about their
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level of risk choosing to opt out or in. PI comes with incentives to motivate
people to either participate in the formal employment sector or to participate
in activities that are socially useful but are not market generated (Pérez-Muñoz
2016, 174). UBI schemes may give people the freedom to decide whether to
participate in the job market and contribute to society by performing some
other type of activity that may be useful to society at large. Meanwhile PI
is based on the notion that a UBI type of policy will not be stable if a large
number of people minimize their time spent in formal paid employment or in
socially beneficial activities.1
Andrew Lister (2020, 215–16) notes that all individuals need protection
against economic hardship, but their needs vary considerably depending on
birth circumstances:
if I have been born with a lot of relatively scarce talents and enjoyed good conditions
of development in childhood and adolescence that have allowed me to develop
these talents, I will be less in need of protection against economic hardship than
is someone less fortunate than myself … Still, justice requires that I contribute
to a generous income support scheme, not because I must pay for benefits that
I receive, but on the grounds that I have a duty to help create and then to comply
with the rules of just institutions, whether or not I benefit from these institutions as
compared to less extensive or less just institutions.

According to Lister (2020), within the public risk pool, the receipt of protection from involuntary economic hardship counts as a benefit that ought to be
reciprocated.
Also, Stuart White (2003a, 50–9) emphasizes that the obligation to contribute is scaled to ability. Those who can easily produce more will be expected
to contribute more. The basic idea is that everyone should make a reasonable
effort to reciprocate the productive efforts of others. That does not imply
automatically that each should receive a share of the social surplus in strict
proportion to what they contribute. If any social protection scheme – be it
UBI, PI or something else – is established as a means to institute “social right”
assuring all citizens of a decent minimum of income and citizens accept that
there is such a right – and that it is an equal right held by all citizens – then
she must also accept that each citizen, herself included, has a correlative
obligation to help sustain that scheme that will assure citizens of this level of
income. A citizen cannot in all consistency support the one without supporting
the other (White 2003b, 140). Having received this protection, individuals
have a reciprocity-based duty to contribute to its provision. This is where PI
and UBI differ. UBI undermines the reciprocity-based duty to contribute to
its provision, while PI is carved out exactly to allow reciprocity-based duty.
However, PI also may end up with problems if a PI programme in its more
inclusive form would include activities that are deemed socially useful and
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desirable but may not in a strict sense contribute to maintaining the scheme –
that is, contribute to its financial sustainability. That is the case, for example, if
PI would replace work in the open labour market.
Stuart White’s (2003a, 2003b) vision of a just society guarantees access
to a decent income for all, regardless of ability but not willingness to contribute. Such a scheme is justified on the grounds that insurance against risk
of economic hardship is not provided to some, but it is provided to all. This
type of reasoning accepts the distinction between deserving and undeserving
poor: everyone has a moral right to a decent income even if they are not able
to make an economic contribution, but not if they are unwilling to contribute
(Lister 2020). Lister (2020) defines “economic free-riding” as an act of sharing
willingly in the consumption of a good without contributing to its production
despite being capable of doing so, benefiting from the efforts of others without
making a reasonable effort to benefit others in turn. In other words, free-riders
are those who take from the pot without putting in when they can. As opposed
to UBI, PI does not encourage people to violate the obligation for an “appropriate personal productive contribution to the community expectation” (White
2003b, 143).
Survey results indicate that public support for social protection schemes
depend on the degree they enforce the reciprocity norm. A study in Finland
reported support levels between 20 and 79 per cent for variants of BI, including UBI and PI (Table 7.1) (Pulkka 2020). A vague definition of the general
characteristics of BI, ambiguous models and favourable assumptions attached
to the proposal were associated with higher support, while assumptions of an
increased tax burden were associated with lower support. The survey reported
a relatively low support level for UBI (20–51 per cent) compared with social
benefit reforms enforcing the reciprocity norm, such as a PI (78 per cent) or
increasing current activation measures (79 per cent). A poll conducted by the
University of Bath (Ispos MORI 2017) in the UK found that the most convincing justification for introducing BI was that it would be a way of rewarding
and encouraging people doing “very important unpaid work, such as caring or
other voluntary work”. As many as 79 per cent of the respondents found this
very or fairly convincing.
Stuart White (2003a) presents one more important condition for enforcing
the reciprocity norm: it is only valid in societies which are not being too unjust.
Obligations to contribute can claim validity even if social institutions are not
fully just, but they can’t be seriously unjust or as White (2017, 185) says,
“radically unfair”. It is not reasonable to expect people to reciprocate benefits
if they are trapped in poverty, insecurity and domination (White 2003a, 78).
For White, the requirements for a just society include effective protection of
due process rights, taxation of inheritance, support for care work, sufficient
equality of opportunity in education and access to capital and fairness in the
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Table 7.1

Participation income

Support for six different basic income models and
participation income in Finland

Basic income model

Good idea (%)

Neither good or

Bad idea (%)

bad idea (%)
Partiala basic income > €560 a month

33

20

Partiala basic income < €560 a month

27

27

37

Fullb basic income of €1500 a month

25

17

66

39

Partiala basic income of €1000 a month

24

17

51

Fullb basic income of €1000 a month

20

20

51

Participation incomec

78

11

7

Notes:
a
Maintains eligibility for housing allowance and earnings-related benefits.
b
Withdraws eligibility for housing allowance and earnings-related benefits.
c
Eligibility for social assistance and basic security benefits requires participation in activation
measures that can be defined by the unemployed in a more autonomous manner than currently
(e.g., voluntary work, studying, caring for close relatives or leisure activities).
Source: Pulkka (2020).

structure of rewards for productive efforts (White 2017, 185–6). The perceptions of fairness may affect people’s support for BI.

LOSS OF COMMONS
Another theoretical objection against PI relates to the moral principle of reciprocity. For example, Rothstein (2017) argues that UBI supporters breaking
with the principle of reciprocity would most likely lead to the dismantling of
the broad-based social solidarity that built that welfare state. He claims that the
main body of the welfare state was never built on altruism but on reciprocity.
In practice that means, as illustrated above, that to get benefits, people need
to reciprocate by contributing to the community to which they belong. The
principle is rejected by UBI advocates, who refer to compensation for the loss
of income. UBI advocates including Karl Widerquist (1999) and Philippe Van
Parijs and Yannick Vanderborght (2017) criticize upholding the reciprocity
principle for benefit recipients, by contending that the current distribution
of ownership of resources violates the principle of reciprocity. The current
distribution of ownership results from the fact that the law gives ownership
of the earth’s resources to a limited group of people without compensation
for others’ loss of economic rent. According to Widerquist (1999), those who
hold resources must make an unconditional payment to those who do not. This
would be, he argues, consistent with reciprocity. If UBI were to be conceived
along this principle, reciprocity would in fact require BI. Van Parijs (1991)
argues that UBI is a genuine requirement of justice considering the many
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undeserved gifts people receive from previous generations (including social
institutions). According to Van Parijs, UBI is a compensation for the fact that
these gifts are not received in equal portions. Jobs too can accrue a rent component under conditions of scarcity. The UBI would be the cash equivalent of
each person’s tradable share of inherited wealth (Van Parijs and Vanderborght
2017).
In the same vein, UBI advocates ask why the recipients of other cash benefits (e.g., unemployment benefits) or fiscal benefits (e.g., mortgage interest
deductions) are not forced to reciprocate the monetary benefits they receive
(Zelleke 2018). Similarly, the PI scheme is allegedly attractive only to those
who have fewer options to secure an income. UBI advocates argue that PI
would impose disproportionate burdens on the poor. However, such criticism contradicts the logic of social insurance. Contributory social insurance
schemes, such as unemployment, sickness, parental and pension insurance,
are financed through insurance contributions. Even if enrolment is mandatory,
the insured persons must comply with the specific categories of the insurance,
for example, payment of unemployment benefit requires that the persons are
unemployed. As for tax benefits, tax liability can be taken as an act of reciprocity. Those who have means beyond the bare minimum are obliged to pay tax
and under certain conditions make tax deductions.
Andrew Lister (2020) does not accept the notion that individuals have an
unconditional right to inherit a share of natural and social resources, even in
equal portions. His objection is based on the argument that all property rights
are conditional on the satisfaction of principles of justice, which are principles governing an ongoing cooperative scheme. Lister (2020, 210) questions
whether it is possible to use the fact that some significant portion of our income
is inherited to vitiate the reciprocity objection:
Reciprocity seems to be irrelevant to the division of inherited assets when we
conceive of reciprocity as a duty, because we can’t be required to return benefits
to nature or to the dead. If we conceive of reciprocity as a limit on other’s duties,
however, the fact that a resource was not created by someone currently alive
presents no obstacle to our thinking that reciprocity is relevant, not so much to its
division as to the rules that govern its ownership and exchange.

Lister (2020) also criticizes the idea that distribution of inherited wealth (or
loss of commons) should be conceptualized as a one-time decision about
a lump of manna that fell to earth. Public institutions continually determine
how the fruits of past labour and resources are passed down to the current
and subsequent generations, influencing the economic decisions that people
make, and so what property they accumulate. Lister (2020, 221) emphasizes
that there is no exceptionless duty to work, and also no unconditional property right: “No one has an unconditional right to the income derivable from
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a per capita share of external assets; all property rights are limited by and
conditional on the policies necessary to ensure satisfaction of the principles of
justice.” Lister argues that the inherited assets argument must be understood
within the context of a cooperative rather than a purely distributive conception
of social justice. To put it simply, even if we accept that the inherited wealth
should be distributed, it is not obvious that the distribution would not need to
have a reciprocal condition.
Atkinson (2015, 221) gives a simple yet convincing response to the debate:
“The participation condition should be, in my view, interpreted positively. It
is an answer to the question, who is eligible for the basic income. The answer
conveys a positive message about ‘reciprocity’, a message which is both intrinsically justified and more likely garner political support.”

SUMMARY
The philosophical grounds against the reciprocity norm are not as solid as
the administrative critique of Atkinson’s (1996) original idea of participation
income (PI). The discussion on whether universal basic income (UBI) fulfils
the reciprocity norm, and if not, could PI fulfil it is still undecided among
political philosophers. An important argument also concerns inequality. It is
not reasonable to enforce the reciprocity norm in radically unfair societies. If
PI is understood as an alternative to UBI with the aim of covering the whole or
nearly the whole population, administrative challenges are imminent.

NOTE
1.

This is an empirical question. Previous basic income experiments suggest that
at least in the short run people might not abandon labour markets en masse (cf.
Simpson 2021).
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New models for participation income

In May 2022, Amazon US stocked 60 book titles that mentioned “universal
basic income” (UBI), while there was not a single book on participation
income (PI). There are, however, a few scholars who base their vision for
a future social protection system on PI. They look for new possibilities to
use social policies to not just alleviate poverty but to transform the societies.
Cristian Pérez-Muñoz (2016) has developed participation as an instrument
for promoting voluntary work. Michael McGann and Mary Murphy (2021)
reposit PI as a form of green conditional basic income that is anchored in
a capabilities-oriented eco-social policy framework. Sophie Swaton’s (2018)
alternative proposal for an ecological transition income aims to promote an
environmental or social activity compatible with the limits of the biosphere.

CIVIL SERVICE
Cristian Pérez-Muñoz (2016, 2018) argues that PI should be conceived as
a particular type of civil service programme designed to address many unmet
social needs. He identifies unmet needs in areas such as education, human services, environmental protection and public safety. Unlike the great majority of
UBI advocates, Pérez-Muñoz appreciates the conditionality in PI as a positive
inducement mechanism, which encourages people to sign on voluntarily to
participate. Pérez-Muñoz argues that PI would not restrict individual freedom
because nobody is coerced to participate in a PI scheme. That may not be true
if PI were to replace existing social assistance, but the statement is valid if
PI would only complement a social protection system and social assistance
would remain in place. The freedom to choose also relates to the discussion on
reciprocity. Those who are willing to participate in the scheme are given the
opportunity to reciprocate the assistance, while those who are not interested in
the scheme can opt out.
Pérez-Muñoz (2016) builds his theoretical defence for PI on De Wispelaere’s
and Stirton’s (2007) third model of PI, where a participation requirement
would represent only a symbolic commitment to eliminating free-riders. For
Pérez-Muñoz, it is imperative that anyone is entitled to participate in the PI
programme. In this ideal type of PI, there should be no targeting. The aim
is realized through a commitment that addresses the vast category of unmet
101
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social needs, a category that may even expand because of automation-induced
disruption in the labour market.
As a starting point for unmet social needs, Pérez-Muñoz (2016, 175) takes
the definition of “civic service” as an “organized period of substantial engagement and contribution to the local, national or world community, recognized
and valued by society, with minimal monetary compensation to the participant”. He also notes that civil service is commonly aimed at addressing some
modalities of market and government failure – that is, to provide services that
neither the market nor the state typically carries out in an effective and efficient way. Apart from addressing unmet social needs, civil services can also
shape citizens’ character and morals towards prosocial behaviour. They may
also promote equality and social integration by bringing together people from
different backgrounds.
As unmet social needs, Pérez-Muñoz lists activities ranging from neighbourhood clean-ups, environmental protection and gardening projects to
addressing educational needs (e.g., tutoring children, literacy instruction,
computer instruction, after-school programmes for children) and volunteering
in homeless shelters. Pérez-Muñoz cites two of the main domestic civilian
national service programmes in the US – VISTA and AmeriCorps – as
examples of inclusive recruitment. Pérez-Muñoz hopes that PI would attract
participants from diverse sections of the population.
Pérez-Muñoz (2016) is not discouraged by the ambiguities involved in defining socially beneficial activities. He acknowledges that PI rules can be burdensome. The list of socially valuable services may be complex, non-transparent
and lack precision. Pérez-Muñoz suggests developing a list of needed services
through some scheme of participatory democratic governance. He also refers
to the experience of various civic service programmes and other policies that
have overcome those difficulties. The latter category includes conditional cash
transfer programmes that require beneficiaries to change their behaviour with
respect to health (e.g., health check-ups, following the immunization schedule)
and education (e.g., school attendance) of their children. Pérez-Muñoz (2016,
186) writes: “we could imagine similar ways to monitor PI recipients whose
socially useful contribution lies in providing care to children and the ageing or
chronically ill family members”.
Another critical point in Pérez-Muñoz’s (2016) proposal is that PI focuses
on civil services that could displace workers or lower the wages of those
who would normally take those jobs. Pérez-Muñoz’s answer to critics of PI
schemes is that PI should be designed to provide services that neither the
market nor the government performs. This is, of course, more easily said than
done. For example, care work can be carried out through various mechanisms
(public care support, private market agents, volunteers, etc.) that vary from
society to society.
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The inescapable fact is that conditional policies such as PI have administrative and enforcement costs that unconditional ones do not have. The issue
is whether the trade-offs associated with regulation can be minimized and
legitimized. Addressing unmet social needs overrides Pérez-Muñoz’s (2016)
concerns for conditionality. He does not argue that UBI would motivate
a significant number of people to free-ride on the efforts of others. Instead,
Pérez-Muñoz (2016, 188) asks UBI supporters to explain in greater detail why
UBI may be superior to PI in that aspect:
It is an empirical question, of course, whether a coordinated mechanism intended
to match PI recipients to service programmes, can perform better overall than
the uncoordinated mechanism of UBI. At present, we do not know enough about
the comparative advantages of one over the other. In any case, the worry with
a UBI scheme should not be that it promotes radical idleness than a broad range of
voluntary activities, but instead to ask whether UBI can motivate people to voluntarily provide services oriented to address unmet social needs. In fact, we can even
assume that UBI will minimise the level of “parasitism” or “exploitation” (very few
able-bodied people will live off the labour of others) and still be worried about the
problem of unmet social needs.

What makes Pérez-Muñoz’s (2016) approach to PI as a civic service scheme
salient in various welfare state contexts is the fact that civic services commonly differ in aspects such as the role that government and other organizations (private and non-profit organizations) play in different countries.

ECO-SOCIAL PARTICIPATION INCOME
As illustrated above, there is a substantial literature discussing new social
policy innovations as responses to challenges related to technological change.
That is not the case with the imminent threat of ecological disruptions,
although basic income (BI) has also been presented as a solution to ecological
challenges (Pinto 2020). The debate around UBI’s environmental impact
revolves around the supply of labour and consumption. If UBI were to reduce
labour supply and consumption, resource use and the related environmental
impacts would fall, but the opposite would be true if labour supply and consumption were to increase (Büchs 2021). A major shortcoming is that UBI
does not have any steering mechanism for directing the supply of labour or
consumption towards sustainability. UBI could only aid transitions to an
environmentally beneficial post-growth in supporting people’s livelihoods in
the context of low or no economic growth. Those who speak for the need of
ecological reconstruction of societies argue that this approach falls short of
the imperative transformation of economies. On the other hand, the European
Commission’s flagship European Green Deal, for example, does not embrace
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degrowth, but growth centred around green technologies (Sabato and Mandelli
2018). UBI might not directly support such policy objectives, but it could help
those workers whose jobs would be lost during the Green Transition.
McGann and Murphy (2021) present an eco-social participation income
model as a response to the needs of ecological reconstruction. The model
responds to criticism that UBI may foster consumerism and unsustainable consumption (Pérez-Muñoz 2018; Swaton 2018). UBI might not redirect people’s
time away from employment towards more ecologically sustainable patterns
of economic activity, or it could increase their consumer purchasing power
rather than reduce the proportion of their time working for pay. Eco-social
participation income is anchored in a capabilities-oriented eco-social policy
framework. Interestingly, it is a selective rather than fully universal form of
income support. Eco-social participation income is limited through conditions
of circumstance (individualized income-testing) and category (eligibility).
Unlike Pérez-Muñoz (2016), McGann and Murphy (2021) consider the
possibility that PI could be directed only at those living close to or below the
poverty line. Eco-social participation income would be targeted somewhere
between the relative poverty line and the living wage threshold, meaning
it would be paid at a higher rate than typical jobseeker payments in liberal
welfare regimes but it would not be paid to everyone. The capacity of PI
to divert people’s time away from productivist activity towards eco-social
and reproductive labour would be diminished with the targeting of PI. The
trade-off is that widening the reach of PI could increase costs and undercut the
proposal’s political feasibility. McGann and Murphy (2021) envisage a system
where a PI threshold would be set to screen out the most affluent citizens,
rather than as a means of reserving support only for those suffering from
poverty and extreme deprivation. That would help to fight against the stigma
attached to a means-tested benefit. Individualized income-testing limits the
scope of the scheme, which allows it to bypass the administrative difficulties
related to vast numbers of recipients.
McGann and Murphy (2021) believe that through the reconfiguration of
eligibility and entitlement conditions, an eco-social participation income
would enable people to refuse forms of productivist employment that threaten
well-being and sustainability, in favour of forms of eco-social participation and reproductive labour that are currently penalized by conventional
workfare-oriented forms of social assistance. The transition is based on the
notion of a “post-productivist” welfare state architecture, wherein income
transfers and public services are targeted at meeting essential needs, rather than
catalysing labour productivity and economic growth. The notion acknowledges
the fact that social policies have ecological impacts (see also Koch 2021).
The eco-social participation income model retains a commitment to the
principle of reciprocity, but affirms forms of reproductive and ecological
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labour (care for people, the environment and social democratic institutions),
and not just paid employment as fulfilling participation requirements. The idea
is to use PI to shift the emphasis from economic production to social reproduction and environmental reparation.
In response to earlier criticism (De Wispelaere and Stirton 2007, 2018;
Pinto 2020) McGann and Murphy’s model takes the administrative challenges
of PI seriously by presenting a co-creation approach to deal with the potential
administrative complexity. Co-creation denotes that the recipients are invited
to participate in determining the list of activities to fulfil the participation condition. That would fend off the criticism that PI constitutes either an arbitrary
and confusing, or invasive and stigmatizing form of basic income. This is an
important extension of PI given the fact that conventional requirements – for
example, education and training – are already included in the current benefit
schemes.
McGann and Murphy’s (2021) model is further developed together with
Francesco Laruffa (Laruffa et al. 2021) by embedding it in Amartya Sen’s
(1999) capability approach, which aims to promote the expansion of people’s
capabilities, that is, their real freedom to lead the kind of life they “have reason
to value” (Nussbaum 2011; Sen 1999, 18). The capability approach extends
the focus of public policies far beyond narrow concerns of employment promotion. Employment may contribute to human flourishing but not just any
kind of employment would do so. In addition, other types of activities besides
employment can also be considered valuable forms of participation. The list
includes, for example, the care and other civic service activities mentioned by
Pérez-Muñoz (2016) to respond to unmet social needs.

ECOLOGICAL TRANSITION INCOME
Sophie Swaton (2018) makes an alternative proposal for an ecological transition income. Swaton’s version of participation income is based on three
main characteristics: an income given to those performing one of the accepted
activities – paid or unpaid – considered to promote the ecological transition,
a technical support structure, and a democratic form of organization. The idea
is to promote an environmental or social activity compatible with the limits of
the biosphere. The model is based on the notion that UBI may atomize people
when both poverty and environmental challenges call for a collective response.
Swaton’s model is accompanied by tailor-made support for a group of people
who want to launch a project. The idea is to advocate belonging to a democratic structure in the wider meaning of the term. Any individual could propose
an activity to be added to the list of activities that contribute to the ecological
transition. It is believed that this would promote a sense of belonging and
cooperation in a way that an individual cash payment could not. Swaton also
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criticizes the idea that inherited wealth should be distributed unconditionally
as an individual right. The main aim is to facilitate ecological transition by
allowing the amount of support to vary by amount, types of financing (complementary currency, taxes) and activities.
Swaton’s (2018) vision of an ecological transition income would first be
implemented at the local level through identifying commons (water, forests,
natural resources) for protection by existing systems (e.g., employment agencies) and human resources. The process would be facilitated by basic lists of
activities required in the community where the ecological transition income
could be experimented with.

COMPARISON OF APPROACHES
Sen’s (1999) capability approach implies that citizens should participate in
defining the nature and scope of the “valuable activities” that fulfil the participation requirement for any participation income model. The new models of
participation income resolve this through co-creation. Pérez-Muñoz (2016),
McGann and Murphy (2021) and Swaton (2018) consider citizens to be
“huge untapped resources” who may enhance service quality and efficiency.
Including citizens in the process of social security delivery allows problems
to be understood in more nuanced ways than professionals acting alone. This
may promote a sense of trust and ownership among users. The novelty of the
civil service and eco-social models relate to how they deal with participation
conditions.
In effect, through co-creation, the recognized activities build a link between
the “receivers” of public assistance and the “doers”, that is, actors who flourish through valuable activities both within and beyond the labour market.
Through co-creation, the citizens may also act as “judges” who are capable of
expressing, and willing to express, their aspirations and values, as well as their
participation in formulating the policies themselves. Combining all the three
roles – “receivers”, “doers” and “judges” – helps to defuse the paradox of PI
in reconciling conditionality with a commitment to a welfare system that treats
people with dignity and respect. Co-production recognizes citizens’ agency
as “doers” and “judges” by valuing their “voice, choice and empowerment”
(Lindsay et al. 2018, 2019). However, it is worth noting that, in the absence of
any practical applications, co-creation remains a theoretical approach.
Most importantly, taking De Wispelaere and Stirton’s (2007) and Torry’s
(2016) criticism seriously entails giving up the idea of participation income
as a universal social policy. As McGann and Murphy (2021) argue, including
every citizen in the scheme would simply involve too much bureaucracy.
Also, all the recent applications of PI (which will be reviewed in the following
chapter) target only those with low incomes. Individualized income-testing
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limits the scope of the scheme and allows it to bypass the administrative difficulties related to a vast number of recipients.
A similar argument for targeted schemes is proposed on the basis of
empirical evidence. A scoping review by Gibson et al. (2020) tried to summarize evidence from studies on schemes that are like BI. The main result
of the review was that the benefits of the schemes were most visible among
vulnerable groups. The research group included studies of unconditional cash
payments to households or individuals in upper middle- or high-income countries. In addition, the scheme met at least one of the other criteria – universal,
permanent, subsistence level, or not affected by other income. The studies had
to compare effects between groups who received payments and those who
did not, before and after starting to receive payments. The review concluded
that, overall, there do not seem to be large effects on employment. Effects on
health were mixed. Some studies found strong positive impacts on some health
outcomes, while others reported no effects on a range of health outcomes. The
education outcomes also gave a mixed picture. Studies from negative income
tax experiments reported positive educational outcomes, while studies from
the Alaska Permanent Fund have found no effect on completing high school
or that more people completed undergraduate degrees. Overall, the review
concluded that positive effects on so-called disadvantaged groups were often
the strongest, which caused the researchers to ask: what is the added benefit of
paying everyone?
Introducing a means-test to PI is a major departure from Atkinson’s (1996,
2015) idea, in which reducing means-testing was central. In addition, this
means that a targeted PI gives up two major criteria of UBI: universality and
unconditionality. However, this does not invalidate the fundamental idea
behind PI. It would still be an individual benefit since there is no point in setting
the participation condition on a household level. This is also important for
gender equality reasons, and to avoid treating women as dependents. If social
assistance were to be replaced with PI, that would reduce means-testing considerably in comparison with social assistance schemes, where means-testing
on household level is the rule. As McGann and Murphy (2021) suggest, it is
also possible to set the PI threshold just below average income to reduce the
stigma attached to a means-tested benefit.

SUMMARY
Only a few scholars base their vision for a future social protection system on
participation income (PI). Addressing ecological challenges, the new models
of participation income extend the scope of analysis beyond the effects of technological changes in the labour market. Cristian Pérez-Muñoz’s model is built
around civil service where participation income is an instrument for promoting
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voluntary work. Michael McGann and Mary Murphy develop PI as a form
of green conditional basic income that is anchored in a capabilities-oriented
eco-social policy framework. Sophie Swaton’s proposal for an ecological
transition income aims to facilitate ecological transitions through an environmental or social activity compatible with the limits of the biosphere. The
new models underline the fact that new social assistance programmes should
not only focus on traditional labour market effects but also consider larger
societal and environmental impacts. They all emphasize strengthening benefit
claimants’ agency.
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Practical applications of participation
income

At the end of the 1990s and early 2000s, when the participation income (PI)
model was first presented and discussed, there was very little empirical knowledge about the potential consequences of the model. The situation has changed
since then. No country has implemented PI exactly as Anthony Atkinson
(2015) suggests. However, several countries have borrowed elements of PI
in their social assistance reforms. In the following, social assistance reforms
containing elements of PI will be reviewed in the Netherlands, Germany,
Denmark and Finland. The Netherlands, Germany, Denmark and Finland have
used a wide range of active labour market policy (ALMP) measures, such as
job training and subsidized work, to boost the labour market’s inclusiveness
of vulnerable groups of people (Hiilamo and Komp 2018). These countries
have also tried to build local partnerships based on extensive cooperation
involving the municipalities, local employment offices and non-governmental
organizations (NGOs) or social enterprises (Geerdsen 2006; Jespersen et al.
2008; Kluve 2006; Kok et al. 2004). Although none of these countries have
implemented PI in a pure way like Atkinson (2015) suggested, all the countries
have incorporated elements of PI into their social assistance schemes.
The reason for selecting these countries is not just that they have experimented with PI, but also the fact that they represent different welfare state
models. Denmark and Finland represent the social democratic welfare state
model, while Germany is an example of the conservative type. The Dutch
welfare state falls somewhere between the two. The basic idea of the social
democratic Nordic welfare state model is to provide comprehensive universal
welfare, which entails public programmes whereby services and transfers are
designed to serve everyone who lives in the Nordic country (Hiilamo and
Kangas 2013). The conservative model emphasizes the subsidiarity principle
ensuring that decisions are taken as closely as possible to the needs of the citizens and that constant checks are made as to whether action at a higher level
is justified. In the Nordic welfare state model, the state considers the market
as the provider of welfare by offering the same services and benefits to all,
while in the conservative model, public interventions are welcomed only when
family and local networks fail to aid.
109
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THE NETHERLANDS
In the European context, the success of activation programmes is most often
associated with two cases, namely Denmark and the Netherlands. The increasing number of people becoming marginalized in the 1980s and the failing
policies produced a consensus in the the Netherlands concerning the position
of the “losers” in the labour market. It became known as a model for “welfare
without work”. The country provided generous benefits for the non-working
population to the extent that it was taken as a model for a post-productivist
country (Goodin 2001). The unstoppable growth of disability benefit recipients led to the common understanding that it was no longer desirable to
merely compensate the large parts of the working-age population with cash
benefits. Instead, it was recognized that the state had to assume an active role
in combating the low participation rate through social services and active
labour market policies. Since the 1995 amendments to the Social Security Act
(Algemene bijstandswet ABW), activation has been the main social policy tool
in the Netherlands (van Gerven 2019). A benefit reform in 1996 introduced the
same tough sanctioning policies for all social benefits. It became possible to
completely withdraw benefits in case of negligence.
The Jobseeker’s Employment Act of 1998 (WIW) combined all activation
programmes (Delsen 2016). The new comprehensive approach denotes that
every new claimant is profiled and a written integration plan set up. Every
young person is required to participate in activation programmes in the
Netherlands. Programmes include subsidized employment with a regular
employer in the profit or non-profit sector, public works with a regular contract, unpaid (voluntary) work, training, schooling and social activation. Thus,
a wide range of activities are counted towards the activity requirements. This
resembles the participation condition in the PI model. The activities included
in the Jobseeker’s Employment Act did not aim to employ the claimants in
the short run but were designed to develop human capital. In 2003 a New Act
on Work and Assistance replaced WIW and relegated the responsibility for
activation to municipalities.
In 2000, centres for work and income (CWI) were established in the
Netherlands to profile the claimants of social assistance. They were the first
contact point for all applicants. With the establishment of CWI’s “one-stop
shops”, the public employment service and social assistance offices jointly
managed issues concerning benefits, activation and finding employment
(Spies and van Berkel 2001, 124). Social activation was not oriented towards
the labour market, but was supposed to promote social integration for people
with a large distance from the labour market. The aim was to help long-term
social assistance claimants to overcome their problems and to be involved with
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society again. However, since municipalities were responsible for activation
after 2003 there were large differences in the models for activation.
There are roughly four categories (“phases”) that are defined regarding the
distance to the labour market (Hiilamo et al. 2017a). The assignment to these
categories was as follows: phase 1 clients are likely to find work without any
help; phase 2 clients are defined as those who are in need of short training but
otherwise have good chances of finding a job; phase 3 clients are those who
are considered to have a chance of finding employment after intensive training
and coaching. Finally, there is the phase 4 category consisting of individuals
who are not likely to find employment, for example, due to severe and multiple
barriers to employment, including taking care of a child. Caseworkers separate
those who can directly be sent to one of the private integration companies from
those who need more in-depth assessment. The approach corresponds to the
personalized activity requirement in PI.
The actual delivery of services was individualized with the caseworkers
having a wide range of instruments. The most intensive programmes were
assigned to those “with serious social, medical or psychological problems in
risk of social exclusion”. The municipalities contracted with outside agencies
who provided services with non-employment-oriented outcomes. Every contract was monitored by a project coordinator who had to deliver a progress
report every three months. The programmes included part-time voluntary
work, courses in social skills, social integration projects, gardening, cooking,
learning how to keep a budget, motivation training, help with financial problems, social casework, medical assessment and treatment, language training,
home coaching and counselling. Dutch language training for immigrants was
also available (before entering employment), as well as care programmes for
people with drug abuse, alcohol abuse, and people with personal problems
(Spies and van Berkel 2001, 122). The social activation programmes could
take up to two years. If the client was unable to participate, for example, due
to serious medical or social problems (which had to be decided by a doctor or
social worker), they were removed from the clientele. In this case, they did not
any longer need to meet any obligations to receive social assistance.
The Dutch system was compulsory for those deemed fit-to-work. Depending
on the municipality non-compliance could result in loss of entitlement for
a month. As sanctioning criteria were centrally defined, the caseworker did not
have much discretion to alleviate the sanction, though hardship payments were
available. After that period, the entitlement could be renewed if the client was
co-operating. In practice, a complete cut-off from benefits was rarely applied
and was usually preceded by several warnings and minor sanctions (Spies
and van Berkel 2001, 118). For clients with severe and multiple barriers to
employment, sanctions were not applied because the administration found that
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the clients would drop out of social assistance. Those in social activation were
not subject to mandatory requirements in the first place.
In the Netherlands, it was not expected that all participants in social activation programmes would eventually advance into the labour market (Hiilamo
et al. 2017a). For example, 30–40 per cent of clients who started with social
activation programmes were expected to find a job. However, these types of
goals were seldom met. Despite a general fall in unemployment, long-term
unemployment did not decline. At the turn of the millennium the long-term
unemployed continued to appear as a problem group. Migrants lacking
language skills and with a low education level were identified as a special
problem group as well. Lone parents also had a high risk of becoming
long-term benefit recipients, as they did not have to work until their youngest child was five. Lone parents had to cope with child-related difficulties,
difficulties with their ex-partners, financial problems, debt, health problems,
psychological problems, social problems and motivational problems. The most
common obstacles for open labour market entry among the long-term benefit
claimants were lacking social skills, lacking education (language problems),
social problems and family issues, health problems, substance addiction and
difficulties keeping a budget.
Overall, the new approach did not receive unanimous acceptance particularly regarding the “hard core” of long-term unemployed people. The
cooperation between the public employment service and the municipal administrations was not considered optimal. Employment offices concentrated on the
better-qualified unemployed people, while social assistance offices could just
give up on them.
Participation Act
Following workfare reforms in the UK, the Dutch government introduced
in 2004 a new Wet Werk en Bijstand (WWB) law (Delsen 2012). Under the
reform, traditional social assistance was targeted at those who were unable
to work. The able-bodied were transferred to a new scheme. The aim of the
reform was to replace the social security system, which was deemed passive,
with a more active and participatory social policy. The law also tightened the
conditions for receiving benefits. The WWB Act decentralized social assistance and related services to municipalities. A strong incentive was built into
the municipal state contribution system to reduce the number of claimants.
Virtually all people of working age were required to work or take part in other
active labour market measures, such as training or volunteering as a condition
for receiving social benefits.
The idea of a PI was most strongly reflected in the civic community jobs.
These jobs were introduced to the Dutch social assistance legislation in 2012.
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They were built on the idea of reciprocity, where solidarity towards the
community was deemed to demand a civic contribution to society in return
(van Gerven 2019). In line with Atkinson’s argument, the government in the
Netherlands suggested that everybody contributes according to their abilities
and that they take responsibility for their own lives and for society. Thus, the
primary goal of civic community jobs was not to reintegrate the unemployed
into the open labour market, but rather to have them contribute to society in
exchange for the social assistance benefits received.
In 2015, the Netherlands implemented the Participation Act. The law of participation was seen as the crown jewel of a participatory society (Eleveld 2014;
van Gerven 2019). The Participation Act replaced three existing arrangements
focused on target groups for whom it was difficult to find a job independently:
the Sheltered Employment Act (Wsw), the Young Disabled Persons Act
(Wajong) and the Work and Social Assistance Act (Wwb) (van Waveren
2020). The Act imposed conditions on recipients of social welfare with the
intention to facilitate the transition from welfare to work. Beneficiaries were
typically required to complete five job applications per week, attend group
meetings and participate in training activities to continue receiving cash
assistance. Also, the civic community jobs became further installed with the
Participation Act, which required all municipalities to develop policies governing civic community jobs.
Many different groups that had previously been covered by different laws
were brought together under the Participation Act. It summed up the prevailing political idea in the Netherlands that the country should transform from
a welfare state to an inclusive society in which everyone participates to the best
of their ability (see Delsen 2016, 20). Participation was seen as an individual
virtue, not just an opportunity to earn a living. Activity was a means to reduce
the risk of social exclusion and to enable individuals to develop themselves.
In the framework of community job policies, reintegration plans were
developed for social assistant claimants. The plans specified in detail the
requirements the claimants had to fulfil to receive social assistance, and which
sanctions would be introduced if the requirements were not fulfilled. The
requirements could be non-remunerated activities that served the community,
which could be presented in the form of participation placements.
The Participation Act contains several conditions for performing civic community jobs, such as: (1) the performance of civic community jobs should not
obstruct the reintegration of social assistance recipients into regular jobs; (2)
the length of civic community jobs should be limited; and (3) the municipalities are required to take individual circumstances into account when imposing
the civic community jobs requirement, before the Participation Act, municipalities had the mandate to reduce social assistance in accordance with their
own regulations (van Berkel 2006), which usually allowed allowances to be
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cut by 20 per cent. The Central Appeals Tribunal (CRvB), which is the highest
appeal court for social security cases in the Netherlands, has taken a decision
to forbid the imposition of indefinite sanctions (Hiilamo et al. 2017a, 51). The
Participation Act reduced much of the municipal discretion in this respect.
The Act allows the benefits to be reduced by 100 per cent for no less than one
month and not more than three months, if social assistance claimants do not
comply with reintegration obligations. In the case of recidivism, benefits may
be reduced by 100 per cent for three months.
Participation placements are designed for recipients of social assistance
whose chances of finding a regular job are considered as relatively low and
who are deemed to need more time to prepare themselves for the labour market
(Hiilamo et al. 2017a). Recipients of social assistance who fail to find a regular
a job after a six-month placement can be required to work in a participation
placement for a further four years. As a result, social assistance recipients in
the Netherlands can be required to work without a wage for four and a half
years. Claimants are commonly required to work without a wage for 16 to 36
hours a week (FNV 2013; Kok and Houkes 2011).
First, when a person becomes unemployed in the Netherlands, he or she is
entered onto the national unemployment register for between six months to
three years and during this time, he or she is paid an unemployment benefit
(Hiilamo et al. 2017a). After a maximum of three years, the unemployed person
is obliged to register as unemployed at the social office of his or her municipality. At this point, the person is considered long-term unemployed and may start
getting a social assistance payment from the municipality. Generally, people in
this group are in a precarious situation in the labour market; those with good
prospects and education usually succeed in finding employment within three
years. The municipality invites the recipients to draw a reintegration plan in
exchange for their social assistance benefit. Participants then choose how they
prefer to fulfil the participation condition; often it is something they have
a passion for. An agreement is made between the city council and the claimant
for at least one year, after which the agreement can be renewed.
The target group of the Participation Act only includes people in long-term
unemployment and in a precarious situation in the labour market. In other
words, these are people who have had difficulty ever finding employment in
the open labour market, mostly because they have little or no academic and/
or professional qualification. For those who do have qualifications, their skills
may be obsolete. Some members of the target group belong to subgroups like
drug addicts, ex-convicts and people with mental or physical disabilities.
The implementation of the Participation Act was left to the municipalities.
Municipalities had previously been responsible for the so-called activation
services, such as personal job guidance and coaching, making personal
employment plans, adapting workplaces to the needs of the partially disabled
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and organizing volunteering. With the law, two new means of activation were
added to the range of means: wage support (loonkostensubsidie) and protection
work (beschut werk). Both of these means had been in place in the past, but
the law institutionalized them for the use of every municipality and employers
in general. Municipalities can also assign social assistance beneficiaries with
recent work experience to work on projects. However, in such cases, the length
of the activities must be limited and the municipalities must take individual
circumstances into account.
A municipality can oblige welfare recipients to perform work in
non-renumerated activities in “participation placements”. The reintegration
plan generally records the requirements placed on social assistance claimants
in return for payment of their benefits. It also stipulates what will happen if
the claimant does not comply with the requirements. Aligning with Atkinson’s
(2015) idea, participants are the ones who choose what activities they want to
do in cooperation with the municipal officials.
Wage support can be used to support full-time work if the employee is
unable to earn a statutory minimum wage of just over €1,600 per month (lower
for young people and staggered by age). Shelter work, on the other hand, is
for those who can only work in a sheltered work environment. The creation
of sheltered jobs is the responsibility of the municipalities, which direct
jobseekers to sheltered work or other suitable tasks after the evaluation of the
Uitvoeringsinstituut Werknemersverzekeringen (UWV).
The municipalities have a high degree of autonomy and can determine for
themselves what kind of services and benefits they provide to unemployed
jobseekers and what kind of “counter-services” (tegenprestatie) they require
from the beneficiaries (Kok and Houkes 2011). In some municipalities, for
example, family care is seen as a sufficient consideration for social assistance,
while in others the requirements are stricter. The fact that the participation
conditions are at the discretion of field-level workers has been criticized as
adding feelings of insecurity on the part of the participants. This problem has
arisen especially with civic community jobs that do not require reintegration
agreements (Hiilamo et al. 2017a).
Rotterdam, one of the largest and most multicultural cities in the Netherlands
and home to a relatively large number of unskilled unemployed people, introduced the so-called full commitment model. The city specified that a minimum
of 20 hours per week of participation in work, training or other active activities
defined by the city is a condition for receiving social assistance. Rotterdam’s
harsh line became known through people wearing orange vests while sweeping the streets. Subsequently, Rotterdam relaxed its requirements for these
“counter-services” and stated that it will allow recipients of income support
more freedom to determine for themselves how they want to be active.
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The activities for participation, for example, in Rotterdam have included
taking language courses (for immigrants), caring for children and the elderly,
participating in sports, learning to repair bicycles or cars, and learning how
to cook (Hiilamo et al. 2017a). People on the PI scheme are responsible for
proposing their activity, but participants are allowed to choose their activity,
for example, those who choose to work with animals are allowed to work with
animals, and those who choose to work with humans are allowed to work
with humans. This work is compulsory for up to 20 hours per week for each
social assistance recipient. The city council assists them to network and to
find a placement. Most often, the placement is found through NGOs. The city
council also organizes volunteer job fairs where NGOs and social assistance
recipients meet for matchmaking.
Evaluation of Participation Act
In 2019 the Netherlands Institute for Social Research (SCP), a government
agency which conducts research in the social aspects of all areas of government policy, issued a thorough evaluation of the Participation Act (SCP 2019).
As assigned, the assessment had to respond to the employment effects of the
Participation Act. In its assessment, SCP used register data and statistical
analyses, as well as repeated surveys of municipalities, customers and employers. In addition, several case studies were conducted that targeted individual
municipalities, customer groups and employers (Van Rossum et al. 2019).
The two main starting points of the Participation Act were (1) to activate all
those who are at least able to work and (2) to move the obligation to activate
closer to employers and municipalities. The message of the final report was
harsh: as a rule, the law on participation did not meet its objectives. During its
first five years, the Participation Act achieved the desired results only in a very
small and special group (young people with disabilities). In other respects, the
law did not appear to work at all, and most clients had not benefited at all from
the practices of the Participation Act. In addition, for those who have done
protective work, the effect of the law was negative in terms of employment in
the open labour market.
SCP explained the failure of the Act through four key assumptions, upon
which the reform was based. In practice they all turned out to be incorrect.
The first key assumption was that the people targeted by the Act would be
able and willing to perform paid work, possibly with certain adaptations. The
evaluation showed that for more than half of the targeted population this may
well be the case at some point in the future, but not at the time of the interview.
Most of the recipients experienced obstacles to the labour market due to health
problems.
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The second key assumption was that the instruments of the Act would
function as an incentive and help to match supply and demand. However, more
than half of employers were unaware of the existence of these instruments
of the Act, such as the wage cost subsidy and job coaching. The third key
assumption was that merging the three previous laws into the Act would make
it less complex which would increase the chances of people finding employment, partly because it would be easier for employers to take on these people.
However, the evaluation shows that there were different arrangements for the
various target groups, which often reflected previous distinctions.
The fourth key assumption was that obligations and financial incentives in
the Participation Act would encourage people on benefits to find employment.
But the Act did not really introduce new incentives, obligations, and sanctions;
it mainly aimed at reducing existing differences between municipalities. In
practice, not much progress has been made in this area.
The SCP criticized the commonly held view of the politicians that everyone
will be able to operate in the general labour market if sanctions are tough
enough and the terms of interests are strict enough. The outcome of the evaluation showed that strong faith in strict discipline was not enough to tackle
a multifaceted problem. The Participation Act allowed municipal experiments
where the conditions of the Act could be amended where the conditions of the
Act could be amended (see Chapter 5).
Another study showed that also in the Netherlands benefits sanctions did
not produce expected results. Verlaat et al. (2021) followed 51,848 unemployment benefit recipients (2014–17) in the Netherlands who had not met
their obligations towards the unemployment benefit agency (UWV), that is, to
apply five times for a job per four weeks and to register. These people usually
received a sanction or a warning when they failed to meet this obligation. The
study utilizing an instrumental variable approach showed that sanctions had
little effects on job search. Getting a sanction did reduce the chance of a new
rule violation by 40 per cent. However, there was no evidence that sanctions
stimulated people to actually intensify their search for new work. The decrease
in violations was therefore probably mainly due to the fact that people more
often submitted their applications on time. There were also indications that
people with a sanction earned less income from work over time. The failure
of the Participation Act led to initiation of the trust experiments described in
Chapter 5.

GERMANY
Social assistance and activation programmes are more centralized in Germany
than in the Netherlands, which means that the rules on reintegration and sanctions are decided on a national and federal level (Eleveld and Van Vliet 2013).

Heikki Hiilamo - 9781800880801
Downloaded from PubFactory at 01/10/2023 01:16:52AM
via free access

118

Participation income

Before reforms in the early 2000s, two separate activation systems coexisted
in Germany, one for unemployment insurance and unemployment assistance
recipients, and another one for social assistance recipients (Konle-Seidl et al.
2007). In other words, Germany had a dual system: social assistance (Hilfe
zum Lebensunterhalt) was universal and could be claimed by everybody in
need, including the unemployed with no unemployment insurance entitlements. There was a second public assistance programme for the unemployed
without time limit – unemployment assistance (Arbeitslosenhilfe), which was
the follow-up benefit to unemployment insurance for those who had exhausted
the time limit in earning-related unemployment insurance or for those who
were not entitled to unemployment insurance in the first place. The public
employment service was responsible for activation measures. However, the
public employment office was not obliged to include those who receive social
assistance as a primary benefit. Programmes within social assistance were
dominated by work testing and had a punitive character, while public employment services for unemployment insurance or assistance claimants did not
enforce work in return for the benefit.
The framework for activation for social assistance claimants was set by
the Social Assistance Act (§§ 18 to 20 BSHG), which required municipalities
to promote the reintegration of their clients. Municipalities were allowed to
oblige their clients to perform community work in return for the benefit with
a small hourly compensation. They could also offer contractual work with
regular work conditions. Work requirements were used to “test the recipient’s
willingness to work”, as the Social Assistance Act stated (§§ 18 to 20 BSHG).
Finally, social assistance administrations offered temporary wage subsidies
to employers or employees to bring their clients into the labour market. The
Social Assistance Act contained a variety of activation options, but the local
administrations implemented them unevenly. As a result, there was a clash
between the objectives of the national government and the policies of local
governments (Hanesch et al. 2001).
Although policies varied across Bundesländer, the German policy towards
long-term unemployed people was influenced by municipalities’ strategy to
reduce their caseloads and cut down costs (Krause et al. 2002). In practice, this
meant “creaming off” the easy-to-integrate. The municipalities with a leading
role in developing new activation measures focused mostly on quick job
placement. Claimants with severe and multiple barriers to employment were
exempted from job search. However, they were often required to participate
in workfare programmes. There were hardly any services for the long-term
unemployed. They were most often referred, in line with the subsidiarity principle, to welfare associations (e.g., AW, Caritas) and to a lesser extent to work
creation companies and church-based projects.
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The city of Berlin provided some services for people in extreme hardships.
They included emergency housing and a public counselling office for people
with substance addiction. Benefits in-kind – free clothing, soup kitchens –
were also available. Projects like a cafe for dog owners, work programmes for
ex-convicts and day centres for homeless people were started.
The caseworkers in Germany cited as the most important characteristics of
long-term social assistance recipients: lack of school diploma, lack of vocational education, foreign nationality, and age 40+ (Bundesregierung 2001, 83).
Other groups at risk of long-term employment included single mothers and
households with many children (Leisering and Leibfried 2001). According to
social workers, the “hard core” of long-term social assistance recipients were
individuals with alcohol and housing problems. Social workers’ depiction of
the long-term clients was stigmatizing. According to the field workers, the
clients lacked basic work skills (punctuality, coming to the work project sober,
inability to work independently), showed aggression and anger, were unable
to communicate properly (lack of basic social skills), had anti-social habits (no
clean clothing, burping, farting, yelling at each other, not greeting, etc.). They
felt isolated, lacked self-confidence, and did not have much motivation.
Hartz-reform Package
As a response to high unemployment rates at the beginning of the 2000s,
Germany introduced the so-called Hartz-reform package between 2003 and
2005 (Eichenhofer 2008). The package is internationally considered as the
largest labour market reform in post-war history. Hartz I–IV reforms replaced
the outdated structure of support measures for unemployed persons with
target-oriented measures to obtain a high employment level. Three first phases
aimed at making hiring temporary workers easier, incentivizing continued
training through vouchers and encouraging mini- and midi-jobs through
tax exemptions. Also, the Federal Employment Agency was restructured to
improve service delivery and job placement of the unemployed. The final
phase of the reform package Harz IV included measures to increase labour
supply through reduction of long-term unemployment benefit and introduction
of strict sanctions. In effect, unemployment assistance for the long-term unemployed was combined with social assistance.
Hartz IV included elements of participation income in labour market
and unemployment regulations (Eichenhofer 2008). The centrepiece of this
reform package was a group of laws for modern services at the labour market
(Konle-Seidl et al. 2007). These laws restructured the Federal Employment
Agency, the unemployment benefits, the assistance offered to the unemployed
and work regulations. The name of the agency also changed to show the new
understanding. The reform created more work opportunities for those with
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high unemployment risk within the labour market through deregulation of
temporary work, part-time work and self-employment. The goal of the deregulation was to make working for even a few hours more financially rewarding
for individuals and to remove hiring barriers for the employers.
Additionally, the reforms created more work opportunities outside the
open labour market. Such work opportunities arose with the introduction of
one-euro-jobs, which are work opportunities with minimal compensation for
the long-term unemployed in areas that benefit society (Eichenhofer 2008).
The idea was that the provision of time-limited one-euro-jobs would avoid the
emergence of a subsidized, state-financed “third” labour market, as was the
case with the largely unsuccessful public job creation measures in the 1990s
(Konle-Seidl et al. 2007). The focus was on re-employment. Activation programmes were applied only if they would avoid, eliminate, shorten or reduce
benefit dependency through integration into a regular job. Again, the welfare
associations played a major role. The determined effort to integrate long-term
unemployed into the society bore resemblance to PI. Simultaneously, the
reforms made it harder to not seize the work opportunities. The merging of
unemployment benefits and social assistance intensified the contacts between
the unemployed and employment agencies, and the new regulations made it
easier for employment agencies to sanction non-compliance with activation
efforts. This option was fortified by a tighter definition of suitable jobs with
less opportunities to refuse an employment offer and labelling a wider geographical area as acceptable.
Germany’s reintegration agreements generally record the requirements
placed on a claimant in return for payment of social assistance benefits. In
principle, all social assistance claimants in Germany who are aged between 18
and 66 years are required to work in return for their social assistance payment.
German social assistance legislation does require that people who are eligible
for worker status be employable. In other words, the social assistance recipient
must not be unable to work within a certain period. The claimant must also
be capable of being employed for at least three hours a day. The reintegration
agreement stipulates what will happen if the claimant fails to comply with the
requirements. The legislation also contains some exemptions from the requirement to perform labour activities without a wage. The most important of these
exemptions applies to people whose capacity to work is limited by physical,
psychological or mental conditions (Becker and Von Hardenberg 2010).
Even though Germany has not implemented requirements for civic community jobs into their social assistance legislation, legal and political changes
indicate that the duty to work without a wage no longer exclusively serves the
goal of reintegration into the workforce (Hiilamo et al. 2017a). For instance,
although the aim of the German one-euro-jobs is to increase employability and
opportunities to participate in the labour market, they do not need to improve
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claimants’ professional knowledge and skills (Hohmeyer and Jozwiak 2008).
The requirement to accept one-euro-jobs can be imposed on social assistance recipients for a maximum of two years within a five-year period. The
maximum of two years is considerably longer than the three-month maximum
period the claimants could be required to participate in work programmes
before Hartz IV was introduced in 2005 (Hiilamo et al. 2017a). Although the
German legislation does not stipulate the number of hours that a claimant is
required to work in a one-euro-job, a fairly high maximum of 30 hours a week
is common (Hohmeyer and Jozwiak 2008), and has also been allowed by the
courts. In Germany, the sanctions amount to a 30 per cent reduction of the
allowances for three months for a first failure to work, with a second or third
failure sanctioned by a three-month cut of 60 per cent and 100 per cent, respectively. In some cases, imposed sanctions may be softened by hardship regulations. Besides one-euro-jobs unemployed people were encouraged to become
self-employed (Ich AG), which changed the structure of self-employment in
Germany and years later triggered new debates about the pension insurance
situation of the self-employed.
In 2010 the Federal Ministry of Labour and Social Affairs (BMAS) in
Germany started a pilot project “Bürgerarbeit” for social assistance recipients
(Brändle et al. 2015). The concept of “Bürgerarbeit” or “Citizens’ Work”
consists of two phases. The first phase includes a so-called activation stage. It
lasts at least six months during which services such as counselling and placement activities are offered. If a person is not integrated into the labour market
during the first phase, the second phase comes with the actual “Bürgerarbeit”
or employment stage that can last up to 36 months. The aim of “Bürgerarbeit”
is to make as many participants as possible take up a regular, unsubsidized
employment.
Evaluations of the Hartz Reform
The macroeconomic evaluations of the Hartz reform have showed conflicting
results. A study by Krebs and Scheffel (2013) attributed a 1.4 percentage
points reduction in the non-cyclical unemployment rate to the Hartz IV reform,
while the corresponding effect for Hartz I–III reforms was 1.5 percentage
points. Krebs and Scheffel argued that the Hartz reforms contributed to the
good performance of the German labour market during the Global Economic
Crisis. Using firm- and worker-level data, Bradley and Kügler (2019) showed
that although the reforms shortened the typical duration of unemployment,
they did not reduce unemployment as a whole and they led to a decline in
wages. The study found that low-skilled workers suffered the most in terms of
employment and wage losses. The reduction in generosity of unemployment
benefits was the principal driver in reducing wages.
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A review by Spermann (2015) concludes that neither more carrots by
publicly financed job creation schemes nor higher sanction rates will reduce
long-term unemployment in Germany because the long-term unemployed and
long-term social assistance recipients form a heterogeneous group. Therefore,
a differentiated concept is required. Generally, barriers to take up employment
are in many cases far too high for the long-term unemployed in the short run.
Aligning with the idea of PI Spermann argues that activities such as taking on
voluntary work (e.g., in a soup kitchen), taking part in sporting activities (e.g.,
walking) and networking (e.g., family, friends) could be more realistic interim
goals than getting a job. According to Spermann, activities bring structure to
the day and may enhance skills. Interim targets may also relate to removing
employment barriers through organizing childcare and obtaining psychological support.
Spermann (2015) also emphasizes the need to have enough properly trained
case managers to effectively counsel and coach the long-term unemployed.
Additionally, social integration services are required to deal with, for example,
addiction, debt problems and psycho-social problems. Spermann notes that
long-term unemployment and long-term social assistance receipt remains
a major problem in Germany. An important element is an activation strategy
for the long-term unemployed and long-term social assistance recipients that
implies interim target setting and requires more and better trained case managers in the job centres.

DENMARK
In terms of labour market institutions, the Nordic countries are classified
among the so-called coordinated market economy countries, as opposed to the
liberal market economy countries (Koivunen et al. 2021). This is the model
in which production is more coordinated than in the liberal market model:
employers and labour unions are both represented in collective bargaining
organizations and education provides vocational and skills-based training
rather than general education and has guaranteed historically more stable
employment careers. Nordic labour market institutions encourage long-term
employment through active labour market policy measures. Nordic labour
market institutions with a high degree of inertia might not allow easy and quick
adoption of policies to tackle major changes such as long-term unemployment.
Therefore, the reforms undertaken in Denmark during the last decades have
gained international admiration. The reforms gave Denmark a reputation of
being a forerunner among all the OECD countries in tackling unemployment
among those at the margins of the labour market.
In the beginning of the 1990s, Denmark implemented a series of labour
market reforms which denoted a shift from passive to active labour market pol-
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icies (Andersen and Svarer 2007a). The reforms were legitimized by emphasizing reciprocity between the citizens and society. This was called a “right
and duty principle” (Hiilamo et al. 2017a) which was based upon the ethos of
a universial welfare state, that is, high-quality rights entail a duty to contribute
through paid employment. The principle is the same as in the Netherlands and
Germany: individuals have a right to income support if they are willing to work
and actively search for jobs. In return, society is obliged to assist jobseekers in
improving their job prospects. To implement these reform principles, national
legislation was passed and municipalities received a spectrum of laws, tools
and initiatives that they could use to reintegrate the unemployed into work or
into education or training. The main goal was to reintegrate the unemployed
into the labour market as fast as possible and to maintain the workforce needed
within Denmark.
The reforms tightened the eligibility for unemployment benefits, decreased
benefit periods, and introduced activation elements into unemployment insurances and other social policies (Hiilamo et al. 2017a). Unlike in workfare the
claimants were not required to take any job, even jobs which did not match
their skills, the idea in Denmark was that skills and jobs match the profile of
individuals. As a part of the reform, labour market regulation was dismantled
making it easier to “fire and hire”, which became the trademark of the Danish
model. Because of its combination of flexible regulations with social security,
the Danish model was later known as “flexicurity” (Andersen and Svarer
2007a).
In 2002 the new Liberal-Conservative government introduced a reform of
labour market policy, which changed the entire system of activation policies.
Education for the unemployed was almost completely taken off the table and
replaced with a strategy to increase work incentives, by reducing social assistance benefits and promoting a “work first” approach as the most common
path. The obligations of the unemployed (“conditionality”) were reinforced
(Clasen 2005; Clasen et al. 2001). One of the most radical and controversial
changes in the Danish activation policy was the introduction of lower levels of
social assistance for certain groups of benefit recipients, with the aim of creating greater economic incentives to seek and obtain a job. The lower benefit
levels specifically targeted refugees and newly arrived immigrants as well as
other vulnerable groups of welfare recipients, which also consist largely of
Danish ethnic minorities.
In effect, Denmark introduced a system with three levels of benefits for the
unemployed. Unemployment insurance benefit was paid for those who met the
eligibility requirement of having contributed long enough to the scheme before
incidence of unemployment. Social assistance was paid to those not eligible
for unemployment insurance benefit. An integration benefit was targeted at
migrants and refugees. The benefit is lower than social assistance and it comes
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with activity requirements, which in effect correspond to workfare. Since
a large proportion of those targeted by reduced welfare were refugees and
immigrants, the explicit intention of the new policy was also to send a signal to
refugees and immigrants that they could not expect to be treated equally by the
Danish social protection system before having obtained the right by working
in the regular labour market (Andersen et al. 2009).
One of the Danish government’s activation initiatives was called “A New
Chance for Everyone” (Ministry for Refugees 2005). This initiative implored
municipalities to review all cases involving passive cash benefit recipients for
activation purposes. A person was considered a passive cash benefit recipient
when he or she had not received a job offer within the last 12 months. The
new measures compelled municipalities to intensify their efforts to move residents closer to the labour market (Hiilamo et al. 2017a). If the municipalities
were too passive in activating the integration benefit claimants, they could
be sanctioned by a reduction in central government grants. The first step in
the programme was a brief guidance and skills upgrading process, where the
unemployed individual was expected to participate in special projects and
training programmes, such as, in the case of immigrants, Danish language
courses for a period of six weeks. The process was aimed at developing and
uncovering the professional, social and linguistic skills of the individual. That
element has features which resemble participation requirement in the PI model.
The second step of the “New Chance for Everyone” programmes offered the
unemployed in-service training either at a public or private workplace (Hiilamo
et al. 2017a). An in-service training process in Denmark takes between four
to 13 weeks. As part of in-service training the individual is introduced to an
industry through a specific company, where he or she is assigned a mentor for
both professional and social support, such as an introduction to the written and
unwritten rules of the company. The final step is employment in a company
with a wage subsidy from the municipality. This type of employment may last
up to a year and the objective is to teach or retrain the person professionally,
socially and linguistically to help him or her find a job and keep it, to ensure
inclusion in the labour market. The legislation does not require that the unemployed person goes through all three steps in the model.
The effectiveness of activation policies was enhanced through monitoring and sanctions of social assistance recipients by the public employment
service (Hiilamo et al. 2017a). The unemployed person was required to accept
a given employment opportunity, required to submit and maintain a CV on
the Internet-based job bank, or required to participate in active labour market
programmes, among others. In a spirit of fairness, the same policies were
applied to those better-off unemployed who were covered by unemployment
insurance. Sanctions could also be used to strengthen incentives for job search
(Fredriksson and Holmlund 2006). In Denmark, sanctions became more prev-

Heikki Hiilamo - 9781800880801
Downloaded from PubFactory at 01/10/2023 01:16:52AM
via free access

Practical applications of participation income

125

alent since the labour market reforms of 2003 and 2004. For example, in the
late 1990s, Denmark sanctioned around 4 per cent of the total number of unemployed while in 2005, it was close to 12 per cent (Gray 2003; Svarer 2011).
In 2021, a new enhanced requirement was introduced for social assistance
recipients to perform what is called “nytte jobs” in Danish, that is, “necessary jobs” or “useful jobs” in their municipality. The programme consists
of performing socially beneficial tasks for public employers. They include
activities like cleaning in the municipality. Municipalities also collaborate
with the social partners and employee representatives. The jobs are required to
get the benefit; each placement is up to 13 weeks. The motto is that everyone
who can work must work for their benefit (Styrelsen for Arbejdsmarked og
Rekruttering 2021). The programme bears a resemblance to workfare since no
salary is paid.
Evaluation of the Danish Reforms
The Danish reforms were initially celebrated as a great success (Andersen
2006; Andersen and Svarer 2007a, 2007b). Unemployment in Denmark fell
by more than half between the mid-1990s and around 2007–08. However, the
effectiveness of the activation policy could not be demonstrated at the micro
level. In fact, several refined measures of the effect of the activation policy
showed that the effects, at best, were small. Kvist (2001) concludes that the
number of marginalized people dropped in Denmark mainly because of both
favourable economic conditions and the qualitative shift in social and employment policies. However, the number of heavily marginalized people did not
decrease as unemployment was not their only problem. Economic incentives,
such as lower benefit levels, rely on the rational choice assumption that applicants step up their job search activities and become less selective about which
jobs they are willing to take. The reduction in social assistance or integration
benefits not only signalled a change in activation policy, but also differentiated
social assistance benefits so that applicants were no longer treated equally.
The key question is whether sanctions affect the transition rate in Denmark
from unemployment to employment. Svarer (2011) analysed a large Danish
register data set with information on unemployment and sanctions for the
entire Danish population from January 2003 to November 2005. The study
found that the exit rate from unemployment to employment increased by more
than 50 per cent for both males and females because of sanctions. Similar
results were found for the Netherlands (Abbring et al. 2005; Svarer 2011).
The conclusion from the reforms was that high-quality training pays off, while
employment assistance and incentivizing any type of measures are less effective as standalone policies.
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A study by Hussain et al. (2021) analysed whether the policy of reducing
the benefits of social assistance recipients increased job search via economic
incentives, that is, benefits cuts resulting from sanctions. The results from
a panel data set showed that the intended job search effect did not materialize
to any significant extent. The benefit recipients only became poorer because
most of them could not respond to the economic incentives in the intended
manner. The study concluded that joblessness was not due to lack of incentives
but in many cases due to poor health.
A budget reform in 2016 gave Danish municipalities greater freedom to
design how activation services were delivered. Six municipalities moved
towards an implementation model based on co-creation rather than the status
quo of the overall service goal being defined as employment in the open labour
market (Larsen and Caswell 2022). In contrast to the employment services’
traditional goals, steering logic in these municipalities focused on measuring
activity through frequent meetings. Clients and staff were given greater leeway
for genuine negotiation of which actions to take, recognizing claimants’ own
knowledge as being of importance to co-creating successful outcomes.
The Danish model focuses exclusively on labour market integration, while
ignoring other forms of social participation. At first sight, there are no elements of PI involved in the model. However, the remarkable feature of the
Danish model is that it also invests in labour market integration of those in the
margins of the labour market, emphasizing the opportunities of all citizens to
participate in the labour market.

FINLAND
In the mid-1990s, discussions about work incentives and activation of social
assistance recipients emerged also in Finland (Julkunen 2013). A high participation rate had a special relevance for Denmark and Finland, since a comprehensive and high-quality tax-financed welfare state presupposes broad
tax bases. Population ageing is an even greater problem in Finland than in
Denmark, due to the bigger birth cohorts who were born in the late 1940s and
early 1950s. Consequently, the whole working-age population is expected to
participate in education, training or employment in Finland.
After the deep economic crisis in the early 1990s (Kiander and Vartia 2011),
the Finnish public discourse promoted the idea of activation with a catch
phrase “work is the best social security” (Keskitalo and Karjalainen 2013). The
Finnish activation policies emphasize unemployed persons’ skills and motivation, and they justified activation through reciprocity, making the participation
in activation measures a norm and moral responsibility. Benefits receipt was
made partly conditional on participation in activation and sanctions were intro-
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duced. Sanctions include temporary termination or a reduction of the benefits
if the applicant turns down offered employment or training.
A major turning point towards activation was the 2000 Act on Rehabilitative
Work (2.3.2001/189). The Act was targeted at the joint clients of the employment services and social assistance, who receive means-tested unemployment
assistance (often with a social assistance top-up) or only social assistance (in
Finland the long-term unemployed have a right for unlimited unemployment
assistance). Target groups were long-term unemployed and all young unemployed people who are most difficult to employ, in other words, the hard to
serve population. Rehabilitative work in the Act meant that workfare, work in
return for the benefits, was also introduced in Finland in a soft form. Regarding
conditionality, the Finnish case thus resembles Denmark’s. Although labour
market-related social benefits and service recipiency in the Nordic countries
have always included some degree of obligations, it has nevertheless been
based on the principle of universalism. The expansion of obligations and
sanctions therefore eroded the universalist character of welfare policies that
underpins the Nordic model.
The aim of rehabilitative work was to improve a person’s labour market
possibilities and “life management abilities” (Lindqvist et al. 2001). According
to the Act, the aim of rehabilitative work is to improve a person’s ability to
find employment. Rehabilitative work falls into the domain of municipal social
work; it is not part of the employment office service repertoire. This means
that in Finland as in the Netherlands and Denmark municipalities bear the
responsibility of activating the long-term unemployed and those working-aged
social assistance recipients.
Rehabilitative work consists of assignments for public works or in
not-for-profit organizations. Most of the assignments take place in protected
environments such as workshops specifically designed for rehabilitative work
by NGOs. First, rehabilitative work was obligatory only for those under 25
years, for others, it was a voluntary option. Participants received an extra
“work incentive grant” and a transportation allowance. The goal of the Act
was to accustom clients who have been away from working life for a long time
or who have no work history to common rules and contacts with other people.
Rehabilitative work is arranged on a full- or part-time basis, one to four days
per week for three to 24 months. The appropriate activities are not defined by
law but should be based on the unemployed person’s needs. People with unemployment allowance are given nine euros additional income per day for participating in rehabilitative work. The amount is disregarded in social assistance.
Rehabilitative work has elements of a participation requirement in the PI
model. That was the case, at least, before it became mandatory for those above
25 years. According to the Act, it became compulsory for the social assistance
administration and public employment service to set up an activation plan
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together with the client. The plan specifies “the action to be taken in order to
find work” (Finnish Ministry of Labour 2000, 20). The content of the activation
plan consists of measures that are already offered by the public employment
service, or it may contain “rehabilitative work”. The activation plan includes
three different elements: plans aimed at promoting employment, plans seeking
to promote employability and plans to enhance social integration. Participation
in drafting the plan is obligatory for all unemployed persons in all age groups.
At the turn of the millennium, the Finnish Ministry of Labour (2000, 45)
considered groups like uneducated young people and the long-term unemployed who are above 45 years as a major problem. A substantial share of the
caseload suffered from mental and/or physical sickness as the main problem
for social assistance receipt (Lamminpää and Mattila 2001, 46). Other risk
groups included school dropouts, migrants (with no education, no language
skills), individuals with poor financial management and lack of social skills,
individuals with substance abuse issues, violent young people, young people
from families on social assistance, young people with social problems (Jokinen
2001, 11). Those with huge debts from the time of the recession in the early
1990s were also a problem group. Men living alone had a considerably higher
risk of long-term unemployment than women in similar circumstances.
The Finnish service repertoire for long-term unemployed persons is geared
towards individualized support and tailored to the needs of the individual
claimants (Kangas and Kalliomaa-Puha 2015). The responsible employment
office authorities draw integrated action plans jointly with the claimants. The
intensity and content of the measures included in the plans vary according to
individual needs. In principle, the measures may range from labour market
training, self-motivated studies, work tasters, preparatory work training,
on-the-job training and integration measures for immigrants to various kinds
of rehabilitative work activities. Immigrant claimants participating in activation measures or registered as jobseekers can be required to follow a course
in Swedish or Finnish for immigrants. Young people below the age of 25 are
obliged to apply for a study place in secondary education. The large variety
of options have similarities with the PI model. The service repertoire for
the long-term unemployed with reduced work capacity in Finland includes
medical rehabilitation to restore their physical capacity, rehabilitative work
experience, vocational rehabilitation to increase their chances of returning to
employment, and rehabilitative psychotherapy for those whose employment
problems are related to mental health. Social rehabilitation aims to strengthen
the social skills of the long-term unemployed.
Although public employment services aim to provide the unemployed with
individualized support that is tailored to their individual needs (Kangas and
Kalliomaa-Puha 2015), elements of workfarist conditionality are present in
the Finnish activation model. Sanctions take the form of discontinuing unem-
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ployment compensation and lowering the basic amount of social assistance.
In Finland, the basic amount of subsistence support can be lowered by up to
20 per cent for two months at a time in the case of non-compliance (up to 40
per cent for repeated defaulting). The severity of the sanction is partly left to
the discretion of the caseworkers. Moreover, their discretionary powers are
further limited by legal provisions based on the Constitution. According to
these provisions, the reduction of the benefit should not endanger the recipient’s indispensable subsistence necessary for a life of dignity, and it should
not otherwise be regarded as inequitable. In the case of refusal to accept work,
the offer should be specific and explicit and the job or labour market measure
should enable him or her to secure their living for a reasonably long period of
time. In practical terms, the Finnish sanctions regime changed at the beginning
of 2017 when the administration of social assistance was transferred from the
municipalities to the Social Security Institution (Kela). However, discretionary
social assistance remained with the municipalities.
The implementation of the Rehabilitative Work Act was evaluated for the
first time in 2004 (Ala-Kauhaluoma et al. 2004; see also Keskitalo 2008).
According to the evaluation, research goals for the implementation of the Act
were only partly achieved. The activation plans did not affect employment
in the open labour market in the short term. However, the plans did increase
opportunities for the unemployed to participate in the activation measures. The
activation plans together with the measures that facilitate labour participation
brought about a higher quality of life compared to the participation in purely
work-based activation measures. Also, the activation plans increased participation in recreational community activities.
Another case study showed that the most common transition among the
participants was from rehabilitative work to unemployment, while transitions
to work were rare (Karjalainen and Karjalainen 2010). The actual reductions in severe and long-lasting unemployment have remained quite modest
(Karjalainen 2013, 207). Moreover, work activities intended as a temporary
solution have become a permanent setting for many participants.
An ethnographic field study found that when rehabilitative work is an
integrative part of people’s life plans and they have intrinsic motivation, it is
generally a positive experience (Mäntyneva 2020). Rehabilitative work activities can increase social inclusion and provide a supportive environment for
some of the participants. For those with a history of alcohol or drug addiction,
rehabilitative work had brought new experiences and social groups, which had
helped them, at least temporarily, reorient their life. However, participation
in rehabilitative work experience is always a temporary solution. The typical
length of rehabilitative work experience is just one year. The social practices
in rehabilitative work can differ greatly, demonstrating both the best and the
worst of the programme. Some participants had experienced workplace set-
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tings as “warehouse” workers with useless activities. Other participants had
experienced workplaces of modern slavery. But others had found rehabilitative work as a meaningful part of their everyday life with an opportunity for
reorientation. The evidence implies that rehabilitative work is not an effective
measure for combating unemployment, although activation measures may
have a positive effect on participants’ well-being. In line with PI ideology the
most recent legislative reforms have emphasized considering individual need
and circumstances to promote capabilities among those assigned to rehabilitative work (HE 13/2020 vp).
Income Disregard and a Municipality without Unemployment
Between 2000 and 2003, Finland conducted a three-year experiment involving temporary amendment of the Act on Social Assistance. The amendment
enabled social assistance recipients to earn some income without having it
deducted from their social assistance payments (income disregard). The evaluation study showed that income disregard did improve the incentive to accept
work, and it did improve the economic situation of households (Hiilamo and
Kautto 2009). However, the results indicated that only a fraction of the target
population received more income from work after the reform. The modest
effects were partly attributed to the fact that income disregard was not applied
to the fullest extent permitted by the law in the municipalities. Another explanation was the shortage of low-paid jobs. Later the amendment became a permanent law, and the amount of income disregard was increased. Evaluations
have showed a slight improvement in employment (Hiilamo and Lehmus-Sun
2020; Palviainen 2018).
Between 2008 and 2013, the Finnish government piloted a new employment
model in the municipality of Paltamo, where all unemployed persons were
guaranteed work with a minimum salary (Kokko 2013). Paltamo is a remote
municipality in North-East Finland with less than 4,000 inhabitants. The
Paltamo model aimed to achieve full employment in the municipality by allocating regular unemployment benefit funds for employment services, new jobs
and other activation measures. However, this ground-breaking experiment had
only limited positive results. Participants in the Paltamo experiment were not
able to employ themselves in the open labour market, and creating new jobs in
the municipality did not succeed as expected (Kokko 2013). The experiment
demonstrated that employing the long-term unemployed is an insufficient
rehabilitative measure to help people suffering from social and physical disadvantages of social exclusion to access the open labour market (Ministry of
Social Affairs and Health 2015).
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Inclusive Social Security
Since the 2010s, the Finnish discourse on activation measures for social
assistance recipients has centred on the concept of inclusive social security.
The aim has been to enhance the idea of social inclusion for the long-term
unemployed in Finland, and to legitimize social security in political debates
in the country (Hiilamo 2014). The main idea of an inclusive social security
model is that work-like activity increases the welfare of excluded people better
than passive acceptance of unemployment benefits and social assistance alone.
An inclusive social security model calls for collaboration between the civic
society and private enterprises, which can, for example, help avoid the bureaucracy of the employment office by organizing participation activities for the
unemployed. According to the initiator of the concept, Antti Parpo (2014), the
emphasis of inclusive social security is on the reciprocity of unemployment
benefits and social assistance.
The aims of inclusive social security were in many ways like rehabilitative
work (Hiilamo et al. 2017a). However, instead of improving the person’s life
management abilities, the aim of inclusive social security was, in line with
the idea of PI, to increase inclusion and possibilities for the unemployed to
affect the nature of their activities. Inclusive social security targeted not only
employment but also social issues.
The Ministry of Social Affairs and Health (2015) set a team to investigate
the inclusive social security model throughout 2014 and continued the project
until the end of February 2015. At the same time, the government organized
nine pilots in six different municipalities in autumn 2014. The pilots were
intended to examine the inclusive principles of social security in practice.
The social security system and inclusive measures were expected to meet
the new activation policy’s targets; the pilot programmes were to test ways
of implementing new activities that synchronized with employment services
and rehabilitative work. However, no legislative changes took place; the new
activities were very similar to what had already been done in the implementation of rehabilitative work. A task force was appointed to report on possible
improvements in social inclusion and individual work ability.
In addition to rehabilitative work, the activities in the pilots included
group activities, arts and crafts and different low threshold activities. Unlike
in rehabilitative work, participation was voluntary in the pilots. This was
a step towards the PI model. Both the participants and the workers reported
positive results (Karjalainen and Saikku 2016, 56). Throughout the pilots the
risk of sanctions remained. The financial incentives (9 euros per day for each
day of participation) to participate could be the deciding factor; however,
incentives had less influence when training or work was interesting enough
for a participant. Collaboration between organizations and different sectors
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was possible and flexible. The tight resources of the employment office often
limited services for claimants. The biggest shortcomings of employment office
programmes compared with inclusive social security pilots were inflexibility
and the fragmentation of services (Karjalainen and Saikku 2016).
Rehabilitative work and the inclusive social security pilots received hard
criticism in the media and especially in social media regarding the exploitation of the long-term unemployed in the open labour market. For many of
the claimants in rehabilitative work programmes, the primary problem was
a lack of work; there was no perceived need for any type of rehabilitation. As
such, some of the workshops had functioned in a more professional way to
answer the needs of the long-term unemployed. This has blurred the boundary
between work training and professional paid work.
After collecting experiences from the pilots, the task force was divided
over the recommendations. The task force recommended that inclusion services should be allocated primarily for the long-term unemployed who are
dependent on social assistance and for whom there are no other employment
services available. However, the results of the pilots were inconclusive. The
main outcome of the report was that the participants had positive experiences
of participating in group activities and possibilities to effect the planning and
preferences of one’s own activities (Ministry of Social Affairs and Health
2015). The report claimed that conditionality of inclusion (training or work)
is not necessarily contradictory to voluntary inclusion because claimants may
choose what kind of training or work their participation programme contains
(Karjalainen and Saikku 2016). However, according to the report, there was no
need for a new inclusive social security model.
In 2016, the Prime Minister’s Office commissioned a report on how PI could
be implemented in Finland (Hiilamo et al. 2017a). The report was not followed
by any policy changes.
Activation Model
In 2017, Finland introduced the “Activation Model” (AM), which became
effective on 1 January 2018 (Kangas and Kalliomaa-Puha 2019). The aim
of the AM was to tighten the conditions for benefit eligibility, in order to
encourage activation of the unemployed, reduce the duration of periods in
unemployment and increase the employment rate. The model pertained to
both unemployment insurance benefit recipients and social assistance-based
unemployment allowance recipients. The AM stipulated that the unemployed
person had to meet an “activity condition” (participation in ALMPs or small
earnings from work) to avoid curtailment of his or her benefits. The model was
received with tough criticism because neither ALMPs nor work opportunities
were available for all willing claimants. The incoming government scrapped
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the model. Evaluation of employment effects yielded inconclusive overall
results (Kyyrä et al. 2019). Social assistance recipients were not offered
enough services and they were not able to find employment. Since they could
not react to incentives by fulfilling the activation condition the programme
simply reduced their benefit.
Since 2013, young people have been activated through the youth guarantee in Finland (Hiilamo et al. 2017b). Since then similar programmes have
spread to other European countries. The youth guarantee in Finland means
that an employment plan, an integration or an activation plan, is made for
a young unemployed jobseeker within three months of unemployment. The
youth guarantee concerns everyone under 25 years of age and those under 30
years of age, who have recently graduated. An employment plan can include
work, a work trial, studying, workshop or rehabilitation. The youth guarantee
requires participants to apply every spring for some type of educational or
training programme that leads to a qualification and imparts vocational skills.
Failing to fulfil obligations regarding both rehabilitative work and the youth
guarantee may lead to sanctions (Hiilamo et al. 2017b). Social assistance may
be reduced if the recipient fails to register as a jobseeker in the local employment office, unjustifiably refuses work or an employment promotion measure;
if the recipient is under 25 years of age and fails to apply for or attend an
educational programme, if the recipient is an immigrant and neglects his or her
integration plan, or if the recipient unjustifiably refuses or suspends rehabilitative work. Social assistance may not be withheld completely, and it may only
be reduced if doing so does not compromise a person’s decent minimum level
of income. According to a study comparing the regulation of work-related
sanctions in European social assistance regimes, Finland is using comparatively low sanctions against jobseekers on social assistance (Eleveld 2016).
In 2017, a report commissioned by the government suggested implementation of PI for young people under 25 years of age (Hiilamo et al. 2017b). The
benefit would come in different grades: the basic level would correspond to
basic social assistance and the active level would correspond to the current
level of the labour market subsidy. It would involve mandatory activities and
support services, that is, youth inclusion services that encourage them to study
and work. A committee developed the idea further but did not produce any
new proposals.

COMPARISON OF APPROACHES
The Netherlands, Germany, Denmark and Finland have all incorporated
the idea of PI to different degrees (Hiilamo and Komp 2018). The review
of activation policies in the Netherlands, Germany, Denmark and Finland
demonstrates that enforcing socially productive behaviour has been the core
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element of social assistance reforms. Though the four countries have different
social assistance systems, reciprocity of benefit receipt – in the form of “activation contracts” – dominates social assistance provision for the non-disabled
working-age population. There is strong evidence on the expansion of enforced
obligations in social assistance since the 1990s.
The Netherlands, Germany, Denmark and Finland place strong emphasis on
active social policies and an institutional commitment to full employment. At
the same time, obligations are equally important. This means that obligations
have to be fulfilled in order to access social assistance. There are several
requirements to social assistance. Recipients have to register with the public
employment service, they have to be actively looking for work. They also
must accept suitable work or to cooperate in finding an integration route and
participate in integration measures.
In the Netherlands, obligations and integration contracts are strongly
enforced towards the employable social assistance population and those who
are deemed to need labour market activation. There exists, however, a separated realm within social assistance, where clients are exempted from these
requirements. Those with multiple obstacles to the labour market are often
neglected, as caseworkers only focus on the promising clients to have high
success quotas of labour market integration.
Activation comes with heavy bureaucracy, especially if profiling of claimants is applied. The narrow concept of profiling entails a labour market procedure where a numerical score, calculated based on multivariate information,
determines the referral of a jobseeker to further employment services. The
broader definition of profiling includes the classification of claimants into
different categories without statistical methods. Profiling has two – potentially
contradictory – implications: one side of the coin is that fixed strategies exist
to address the situation of different groups of clients. The other side is that
clients are not treated as equals; different standards are set for different social
assistance recipients. The problem is that it may be difficult – especially if
profiling is carried out in a quick and standardized procedure – to identify the
individuals at greatest risk accurately. If the prediction of accuracy is low,
intensive services may be delivered to many jobseekers who would find work
in any case, using resources which could have been conserved for helping
those who are hard to serve.
Individualized assessment requires more resources. It is possible to design
the integration measure that perfectly fits the individual. This strategy is
expensive and time-consuming. Another problem is that there are no clear-cut
rules and applicants cannot anticipate what will happen. The caseworker has
a lot of discretion, and the claimant is thus dependent on one person, but has,
however, no guarantee that he or she will receive services from the broadest
possible range of options. If the assessment process is refined, it is possible to
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design appropriate measures that benefit the individual and to set up requirements that are realistic. Good assessment is essential for successful support,
but it needs time and trust.
When it comes to activation, the interaction between the public unemployment service and social assistance offices is crucial. However, it is very
difficult to typify countries. The municipalities can do what they consider best
within a rather general national legislative framework. The localized schemes
are those that do not use profiling techniques but rely on individual caseworker
assessment. It seems, however, that countries with categorized programmes
are more efficient in “creaming off” the easy to employ population from social
assistance caseloads by placing them into different programmes. The method
leaves the caseworkers with those who are the most difficult to employ. The
countries with an individualized approach deal with a larger number of clients
who do not belong to the hard to serve group.
There are various implementation issues associated with participatory social
assistance schemes. For instance, the level at which the participatory scheme
is implemented (e.g., municipal, national) will have some impact on the performance of the policy. As for the Netherlands, Germany and Denmark, it is
evident that social assistance is monitored at the local level by the municipalities (Hiilamo and Komp 2018). However, the Dutch and Danish welfare state
model is more decentralized and municipalities have more discretion to make
reintegration agreements, and to impose sanctions on welfare claimants, than
in the German model, where social assistance and activation programmes are
centralized and operated jointly by the Federal Employment Agency and the
municipalities (Becker and Von Hardenberg 2010). The special feature of the
Finnish model is that three different agencies provide services and benefits for
the long-term unemployed: the employment office administration is responsible for ALMPs, while the Social Insurance Institution administrates statutory
social assistance and municipal social work supplementary social assistance.
Across the four countries reviewed above sanctions still have a central place
in the contractual relationship between the recipient of social assistance and
the governmental agency. If the recipient of social assistance fails to do their
part of the agreement (i.e., to work without a wage), the government agency
can impose a sanction (e.g., Eleveld 2016; Langenbucher 2015). In all four
countries, sanctions can be imposed on recipients of social assistance who do
not respect the agreements. Usually this means that their social benefits will
be cut. It is important to note that a 100 per cent sanction is rarely reached.
Mitigation instruments help to reduce the impact of sanctions on the social
assistance recipient. One of them is the hardship clause which is also applied in
other European countries (Eleveld 2016). The hardship clause often applies to
recipients with dependent children and it can be regulated at either the regional
or national level. Mitigation of a sanction can also occur in an unintended
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manner due to the way the social assistance benefits are composed (Hiilamo
et al. 2017a). For example, in social assistance regimes that contain distinct
components for children or housing such as in Germany, a work-related sanction does not affect the entire benefit. As a result, a recipient with children who
receives a sanction of 100 per cent will not lose his or her entire benefits.
More importantly, previous literature shows only a modest or negligent
effect of sanctions in social assistance benefits. They have proven inadequate
in employing long-term unemployed people, and in preventing them from
social exclusion (Card et al. 2015). Previous research does not show either that
improving financial incentives would considerably reduce the need for social
assistance. Those who receive social assistance for longer periods or repeatedly have other characteristics that constitute barriers to moving to work like
high age, poor health, low education or single parenthood (cf. Gustafsson et al.
2002; Hiilamo and Kautto 2009; Saraceno 2002, 244–5).
Forms of Social Participation
As a side effect, Atkinson (2015) opened the floor for debates on what social
participation is and how it can be recognized and rewarded in welfare states
and more specifically, activation policies and basic social security benefits
(Hiilamo and Komp 2018). Atkinson’s idea of a participation income emphasizes the wide range of activities that constitute social participation. The
countries studied above introduced different elements of PI into their social
assistance schemes, thereby highlighting different understandings of what
constitutes social participation as a condition for social security. Findings
from the four countries show that the understanding of social participation is
still centred on paid work; elements of PI were introduced in the framework of
active labour market policies; paid work is considered a form of social participation in all countries, and the people who need to find alternative forms of
social participation are the unemployed (Table 9.1).
Moreover, all countries define the target group for PI as those of working
age. In principle, all social assistance claimants aged 18+ years in Denmark,
Germany and the Netherlands are required to work without a wage as compensation for the benefit. In Finland, there is no such arrangement, although rehabilitative work can be understood also as work without wage. However, also
in Finland a working-age claimant can lose part of the social assistance benefit
if they refuse to participate in activation programmes, or apply for a place
to study (unemployment benefits can be discontinued to the full amount).
Exemptions apply to those with limited work capability. This definition
implies that retirees and individuals with limited work capacity are excluded
from the reciprocity mechanism, which demands a contribution to society in
exchange for benefits received.
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Table 9.1

Overview of the forms of social participation acknowledged
by country
Netherlands

Germany

Denmark

Finland

Paid work

Yes

Yes

Yes

Yes

Caregiving

Yes

Possible

No

No

Volunteering

Yes

Possible

No

Possible

Further education

Yes

Yes

Yes

Yes

All countries have in common that they define paid work as social participation, and that they see people who do not work for pay as those individuals
whose social participation needs to be established (Hiilamo and Komp 2018).
The forms of social participation differ slightly across countries. Among the
countries included in this study, the Netherlands has the biggest variety of
activities, Denmark the smallest, with Germany falling in the middle (Table
9.1). All countries consider caregiving as a form of social participation in
granting family policy benefits, but they treat it differently in activation policies. The biggest difference in the treatment of caregiving is between Denmark
and Germany, which only allows for parental leave from the social participation obligation against a reduced amount of unemployment benefits, and the
Netherlands, which accepts caregiving for children and for older people as
a form of social participation. Caregiving is not considered as social participation in the current Finnish legislation. However, the proposed model for PI in
Finland includes caregiving.
Like caregiving, volunteering is also treated differently across the countries
(Hiilamo and Komp 2018). In Denmark, volunteering is not considered a form
of social participation; in the Netherlands it is; in Germany the one-euro-jobs
are so low-paid that they resemble volunteering, and in Finland the activities
suggested within the Rehabilitative Work Act can include elements of voluntary work. Volunteering is only considered to get the long-term unemployed
back to work again. Thus, in these countries, it has an instrumental function.
In the piloted inclusive social security model and in the proposed PI model in
Finland, voluntary work plays a central role. Finally, further education can also
be considered in social participation. Such a designation of further education is
self-evident in Denmark, Germany and the Netherlands, and it can be negotiated for the individual unemployed person within the framework of the Finnish
Rehabilitative Work Act.
In a country-comparative perspective, the Netherlands stands out because
of its wide range of social participation forms; Germany because of its diverse
reform approaches to achieve work reintegration and social participation;
Denmark because of its narrow but determined focus on work reintegration;
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and Finland because of its tailor-made reintegration plans which can include
diverse forms of social participation (Hiilamo and Komp 2018). These country
differences signal that it is possible to implement elements of PI in social
policies, even in the framework of different welfare state types. The country
differences observed underline that a narrowly defined participation requirement and strict enforcement brings the PI closer to a workfare programme. In
contrast, a wider definition of social participation leads to a greater acknowledgement of the different activities that people engage in and of gender differences in social participation. The same applies to the relationship between PI
and universal basic income: the wider the range of activities awarded with PI,
the closer the model to basic income.

SUMMARY
Taken together, the practical applications of Atkinson’s (2015) idea provide
examples of how participation income (PI) can be used as an alternative to
workfare and activation, on the one hand, and universal benefit income (UBI),
on the other. At best, PI can help to turn societies paralysed by high rates
of long-term unemployment into a lively group of interacting individuals
(Hiilamo and Komp 2018). The examples described above also demonstrate
that in real life, the administrative hurdles for implementing PI are not insurmountable. Social assistance benefits can be combined with individualized
services, which consider individual circumstances and needs and which can
indeed result in positive outcomes. However, that is the case only when PI is
not rolled out as a universal programme.
As a side effect, PI also provides an opportunity to adapt to social change
and it highlights activities that receive growing attention and acknowledgement in society, such as caregiving and volunteering. Depending on how
the PI is implemented, it can lean more towards realizing its social potential
or towards being a tool for reintegrating the long-term unemployed into the
labour market.

Heikki Hiilamo - 9781800880801
Downloaded from PubFactory at 01/10/2023 01:16:52AM
via free access

10. Conclusions: social policies for
sustainable societies
The question of how to find meaningful employment for those in the margins
of the labour market is of urgent relevance throughout the western world. The
same goes for the need to connect social security policies with ecological aims.
It is important to bear in mind that poverty, unemployment and inequality are
not just risks looming in the future with artificial intelligence, 3D printing,
and Manufacturing 4.0, which may disrupt labour markets. They are pressing
problems in practically all corners of the world. However, technological
transformations, climate change, and the extinction of species can aggravate
poverty and inequality, leaving increasing numbers of people without true
chances to earn their livelihood in the open labour markets and realize their
full potential as human beings. They are to rely on means-tested social assistance benefits that most often come with tough behavioural conditions. These
policies have not worked very well in the past (Table 10.1). Fulfilling moral
obligation through forced work or only promoting access to paid work for
people who face multiple obstacles to labour markets have not been able to
increase employment and alleviate poverty as expected. These policies are
even less likely to work in the future.
On the basis of in-depth interviews with 13 unemployed persons who had
Table 10.1

Workfare, activation and participation income
Workfare

Activation

Participation Income

Fulfilling moral

Promoting access to

Community building

obligation

paid work

Domain

Forced work

ALMPs

Socially constructive

Ownership

Better-offs

Employers, state

Participants

Rationale

Legitimate social

Economic growth

Social cohesion

Aim

activities

assistance

lost their jobs as a result of technological change, Hyötyläinen (2021) argues
for benefits that would cater to individual needs, ensuring that a person’s
139
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sense of a life trajectory, sense of community and meaningful social life are
disturbed as little as possible due to unemployment. More freely combining
training, employment and the use of benefits in personalized ways as well as
the coordination of social security with services are steps in this direction.
Given that basic income (BI) is not a well-defined formula for a revolutionary innovation in social security but a collection of old and new ideas and justifications for universal social protection, the global enthusiasm around BI must
be viewed as a signal for the failures in the current social protection systems.
The ongoing discussion on BI demonstrates a genuine interest in finding new
solutions not only to emerging problems but also to current ones. In the debate
of future social protection schemes PI has been overshadowed by BI. As illustrated above, the PI fulfilling reciprocity requirement works better to create
social cohesion and solidarity than BI. Pérez-Muñoz (2016) also argues that
PI would not restrict individual freedom because nobody is coerced to participate in a PI scheme. That may not be true if PI were to replace existing social
assistance, but the statement is valid if PI would only complement the social
protection system and social assistance would remain in place. The freedom to
choose also relates to reciprocity. Those who are willing to participate in the
scheme are given the opportunity to reciprocate the assistance, while those not
interested in the scheme can opt out.
Universal basic income (UBI) does not fit well with the call for a more
interventionist state to grapple with the climate emergency (Koch 2021).
Participation conditions could be extended to cover eco-social activities (see
Swaton 2018). In effect, they would replace active labour market policy
(ALMPs), or they could be integrated into ALMPs. However, the problem is
that eco-social activities could weaken participants’ labour market chances in
the long run, and they could remain stuck with these same duties. Even though
they are societally important, they still incur some economic loss.
Basic income has been proposed as a one-size-fits-all solution to the future
challenges. This book has argued that PI would be a better solution. The
discussion above demonstrates that the remedy against waves of unemployment does not come from an unconditional BI. From a political philosophy
perspective, paying everyone might make sense, but the practical arguments
seem to be missing. The problem with the argument for paying everyone is
also that it rests on a confusion between an unconditional right to an income
and a right to an unconditional income (Lister 2020). The same goes for PI.
As Torry (2016, 124–6, 134–9) has aptly illustrated, excluding a minor part
of the population from receiving PI would be a nightmarish endeavour with
unsustainable administrative costs. Therefore, a revised model for PI should
be developed (Table 10.2).
Participation income would allow the recipients to engage with a reciprocal
relationship with society in the same way as, for example, people in paid work
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Table 10.2

Dimension of universal basic income, participation income
and revised participation income
UBI

PI

Revised PI

Universality

Yes, paid to all

Yes, paid to all

No, paid to people with

Individuality

Yes

Yes

Yes

Conditionality

No, no work or other

Partly, conditional upon

Partly, conditional

conditions for receipt

contributing to community

upon contributing to

below-average incomes

community (co-created
and individually selected
activities)
Uniformity

Same amount for all

Same amount for all

Top-up to SA benefit

Timing

Monthly/weekly

Monthly/weekly

Monthly/weekly

Modality

Cash

Cash

Cash

Generosity

Enough to cover basic

Enough to cover basic needs

Enough to cover basic

needs
Financing

Taxes

needs
Taxes

Taxes

who sell their work input in the market to gain a livelihood and to pay taxes
(this is not to say that PI is the same as a wage). However, due to administrative
hurdles, the original PI model would have to be revised so that the payment
would be available only to a targeted group of low-income people (Table 10.2).
In short, the revised PI model is based on the idea that universality is not
a necessity for a future social assistance scheme, while individuality is. In
line with the findings from BI experiments, it is argued that conditionality is
not harmful as such and that a participation condition can be implemented.
Household-level means-testing should be avoided but targeting is necessary to
reduce administrative costs. Household-level means-testing reduces dramatically incentives for work while also complicating the benefit administration.
Including participation conditions in the basic social security system would
help to prevent “careers in the basic income system”. Unconditional social
assistance benefit could provoke the long-term unemployed and those outside
the labour markets to withdraw from the community and never explore their
full potential as community members. Risk groups include young people with
no secondary education, low-educated women with small children and those
with reduced work capacity.
Previous research has shown that long-term unemployed and those outside
the labour force often face multiple barriers to full-time employment. ALMPs
focusing on quick exits from welfare to work fail to recognize individual vulnerabilities and the preconditions of human capital development for employment. Needs and resources differ greatly in this group. Language courses can
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help to reduce functional illiteracy and thus increase employability. Part-time
education could help young mothers and fathers gain access to job training.
Care work is needed to keep the family together. In many cases the claimants
know best what activities they are capable of and what activities would help
them to get ahead with their lives. PI would expand the scope of the activities.
It is important to note that automation, digitalization and artificial intelligence are not only threats to social protection and welfare states. They also
provide social security systems with new untapped opportunities for the
co-creation of participation options. Allowing co-creation of activity lists
would engage the claimants in the process of developing activities that would
contribute to their own lives and to the life of the community around them.
However, the supporting infrastructure needs to function when it comes to
participation activities, for example, full-day childcare in day-care centres,
kindergartens and schools must be ensured. Contact with the labour market can
also be created through internships and mentoring for the working population.
Expanding benefits conditions beyond paid traditional ALMPs would not
abdicate governments’ responsibility to support work opportunities through
counselling and training. This is important given the strong evidence that
ALMPs improve labour market outcomes, especially for the long-term
unemployed, in the long run (Card et al. 2018). The distinction between PI
and current policies is that such activities could be voluntary: they would be
“carrots”, not “sticks”. Participation in these activities would not be required
to collect benefits if there was another activity, for example, voluntary work,
care responsibility or a language course, available instead of ALMP. The
case-workers would still have the obligation to inform the claimants about
their opportunities to enhance their job readiness (Simpson 2021, 148).
UBI is seldom discussed in the context of social work practice. Providing
financial assistance without any strings attached could dramatically reduce the
number of people seeking help for their problems. A large share of long-term
unemployed and socially excluded people could be left to their own devices if
a BI programme were to be introduced. Such a scheme might also entice politicians to cut resources from social work. Employment offices and social work
would require more resources, not less, to offer individualized services for the
long-term unemployed. BI advocates may interpret the administration attached
to PI as extra bureaucracy, but research shows that professional employment
promotion and social work help people to overcome their problems and find
meaningful ways to participate in society (Muffels 2021; Riutort et al. 2021;
Spermann 2015).
The critics of PI may claim, on the one hand, that to balance between benefit
recipients’ rights and obligations, sanction policies should be developed to
promote participation in activation measures and facilitate transitions from
welfare to work, while, on the other hand, the critics could maintain that failing
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to fulfil the participation condition would leave people with no benefits. That
would not be necessary if PI were to be paid as a “top-up” to a guaranteed
minimum income (see Table 10.2). The “top-up” would be an individual
benefit that would be disregarded in granting other benefits, for example,
social assistance. The amount could differ by the type of activities and/or by
other benefits a person is receiving. Receiving a PI would be an extra benefit;
losing it could not be regarded as a sanction. The top-up would be available
to a wider part of the population than social assistance. That would reduce
the stigmatization of receiving PI and broaden the range of exit options from
passive benefits.
The guaranteed minimum income would need to cover basic needs at
a minimum level. It would be available to everyone and would not have
any work or any other participation conditions. The scheme would include
a non-invasive income test preferably on the individual level that limits the
payments to those at the lower end of the income distribution. The scheme
resembles the definition of BI advocated by the United States Basic Income
Guarantee Network (Simpson 2021, 292–3). The scheme, together with PI,
should provide financial incentives for work through income disregard for
work income up to a certain level.
Clearly, a PI is not a panacea for resolving all the challenges linked to the
technological transformations or the establishment of an eco-social welfare
model. However, PI may provide an important policy instrument in the promotion of such an eco-social welfare model. PI could also embrace care work for
the environment, not only care work for humans. The co-productive model for
determining participation conditions needs to be embedded in local network
governance arrangements involving partnerships between public providers,
community-based organizations and other local stakeholders in co-planning
a range of community development projects, provision of ecosystem services,
work experience options, training opportunities, and other activities for claimants to engage in.
Clearly, the countries with strong local responsibility for traditional activation measures are better prepared to implement such measures. It is necessary
to emphasize that PI is not a standalone policy. While BI models can be
implemented without any investment in public services, the PI model relies on
the availability of public services – healthcare, education, libraries, ALMPs,
hobby activities – to realize participation activities.
Any participation income scheme is built upon the principle of reciprocity.
The principle falls apart if people view society as deeply unjust and failing in
its duties towards the least advantaged (White 2003a). The target group for
participation income includes people who suffer from multiple vulnerabilities
and who need public services. If society neglects these people, it is not appropriate to demand reciprocity from them.

Heikki Hiilamo - 9781800880801
Downloaded from PubFactory at 01/10/2023 01:16:52AM
via free access

144

Participation income

Neither technological change nor environmental threats will undermine
people who work together to meet the challenges. Reciprocity is the cornerstone in building up trust between different groups of people and within
societies. PI would help to create and maintain this type of trust across the
population and facilitate the transition towards a more sustainable society.
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