"The Universal Basic Income is the best solution to handle the large-scale displacement of
labour due to automation in the coming years." Do you agree?
Economic theory suggests that automation reduces the number of workers required per
unit of output, raising productivity and reducing prices in a competitive market1. Ceteris
paribus, demand for normal goods and services rises, increasing real wages. In previous
waves of automation low-skilled jobs tended to be replaced by technology, resulting in
upskilling of low-income workers into higher-paid jobs2. There is, however, no economic law
whereby labour displacement by automation is always upwards3. The WEF predicts that
during the current wave of automation led by advances in artificial intelligence (AI), “overall
job losses are to be offset by job gains”, but “there will be a significant shift in the quality,
location, format and permanency of new roles”4.
Moravec’s paradox states that high-level reasoning requires less computational power than
tasks demanding agile mobility5. Unprecedentedly, the new wave of AI-led automation
replaces high-skilled routinised work, characteristically middle-income jobs. Accountants
have a 94% chance of automation, despite being a ‘skilled’6 job with average salary of
£62,0007. Whereas, 40% of the industries with the projected fastest job growth are in lowerincome nursing sectors8. Furthermore, the proportion of workers in the UK’s gig economy
has “more than doubled” since 2016, now accounting for 4.7 million workers9. Thus, more
jobs are being created in sectors with low job and income security, creating a higher
proportion of ‘working poor’ as the labour force is hollowed-out. The free market fails to
consider income equality and enables wage bifurcation, so there is a need for more
profound government intervention to ensure that continued automation remains socially
sustainable.
A Universal Basic Income (UBI) is a progressive income distribution policy that could
mitigate effects of large-scale labour displacement due to automation. Van Parijs defines
UBI as “income paid by a government, at a uniform level and at regular intervals, to each
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adult member of society”10, not contingent on employment status, income or wealth, but
providing a ‘safety-net’ for everyone. It is assumed here that the UBI replaces the welfare
state, covering cost of living at the most basic level11.The UBI provides income security and
is an insurance against poverty; cp, in a free market economy this reduces risk aversion and
creates incentives to leave poorly-paid jobs for riskier, but potentially more lucrative
ventures. This may include self-employment, entrepreneurship or further education in order
to upskill and access higher-skilled, better paid jobs12.The climate of innovation thus
fostered reduces reliance on low wages and the need to compete with technology. With
guaranteed income that is not dependent on job-searching, “workers will only take a job if
they find it suitably attractive”13, decreasing occupational downgrading and improving
workers’ bargaining power. This forces firms to improve work conditions, resulting in
productivity gains as workers feel valued14. Consequently, a UBI addresses large-scale AI
labour displacement because it is a constant support that encourages the ‘entrepreneurial
instincts of the population’15 and facilitates transitions from employee to self-employed or
freelancer.
A major concern with UBI is the removal of incentives to work by divorcing income from
work. Without obligation to seek income through labour and provide value for the
economy, some may free-ride on others’ hard-work. ‘Income Guarantee Experiments’ in the
US indicated 24% reduction in work hours across the labour force16. However, this reflected
workers remaining unemployed for longer. If the increased period of unemployment
matched skills and jobs more effectively, this may have efficiency benefits17. The possibility
remains, however, that long periods of dependency on the UBI may cause hysteresis and
social tensions as psychologists have shown that the dignity of work is important to wellbeing18.
Conventional wisdom suggests that policy is designed to reward work rather than replace it,
so a better solution to AI labour displacement may be a Jobs Guarantee (JG). Minsky’s
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definition of a JG is one in which government funds a job creation programme that offers a
uniform hourly wage with a package of benefits19, replacing unemployment benefit. With
the goal of achieving full-employment, the government acts as employer of last resort. The
wage rate of the JG is a de facto minimum wage, and subsequently would reduce workerexploitation in the private market. Burgess and Mitchell argue that the right-to-work is a
“fundamental human right”20, thus it is the government’s duty to provide jobs. Proponents
suggest that the government partners with local boards to connect willing labour to
necessary work in sectors such as infrastructure and care. In a study carried by the DWP,
57% of those who had received training in the last 13 weeks said it was “offered by
employers”21 therefore unavailable to the unemployed. JG that provides on-the-job training
reduces likelihood of long-term unemployment as skills are developed enabling re-entry
into the labour market.
To facilitate upward mobility through a JG, the jobs offered must allow members to gain
evolving skills, as the half-life of a skill today is 4.5 years, compared to 26 years in a previous
generation22. To maintain this pace of retraining, government must accurately predict the
outcomes in the market. Based on current proposals of jobs in the JG such as ‘teaching
assistants’, it is unlikely that government can strengthen skills that are highly-valued in the
private sector without undermining employees within that sector. Moreover, the
‘guaranteed’ aspect of these jobs perpetuates low productivity, as it would be unlawful to
deny anyone a job paid at the uniform rate, there is no income incentive to increase output.
As automation threatens skilled middle-income jobs, downgrading into JG jobs may be
demotivating. Practicing skills that are obsolete in the private sector would not improve
chances of re-entering the labour market.
The paternalistic approach of the JG contrasts with the individual autonomy of the UBI
proposal. Opposing Burgess and Mitchell, Wray considers the right-to-work to be a
prerequisite only where income from work is an important determinant of access to
resources23. With a UBI, access to resources is dissociated from such work. Consequently,
the right-to-work is no longer a ‘natural right’. Assuming individuals seek maximum utility24,
once provided with a UBI, some will reduce working time, perhaps to care for family. This
should not seem reckless – boosting the labour supply is not an aim in itself, and an
overworked economy has no inherent benefit, whereas, parental childcare
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could benefit the economy by enhancing human capital in future generations25. Similarly,
those who seek to maximise income would be incentivised to work, as there is no ‘welfare
trap’, workers are always monetarily better off accepting work. The UBI increases the
attractiveness of lower-paid but socially beneficial jobs.
The most frequent criticism of the UBI is that it is too expensive. Assuming the UBI will cover
basic cost of living and render the welfare state redundant, implementing a ‘fiscally neutral’
UBI provides each adult with £5,081 per year26. Although further cost savings can be
obtained from reducing administration, this value is only one-third of the annualised
National Minimum Wage, £15,269 p/a27. However, a basic income that covers necessities is
“definitely affordable”28. By considering the net cost of a UBI, after taxes on high-income
earners, ‘net contributors’ and ‘net beneficiaries’ can be identified. Widerquist argues that a
UBI of US$12,000 per adult would cost US$539bn pa, only 3% of GDP29. While the process of
taxing back the UBI requires administration, the universality of the UBI is preferred to a
means-tested redistribution system. It seems futile to give Bill Gates a basic income that is
simply taxed back. If, however, Gates did become destitute, the UBI provides protection and
he would become a net beneficiary rather than a net contributor. Moreover, Oxford
Economics estimates that a 30% rise in robot installations globally would increase World
GDP by US$5T30; redistributing this as a UBI is achievable.
The nature of AI is causing accelerated labour-displacement, rendering more skills obsolete.
As income inequality worsens from the hollowing-out of the labour force and falling income
security, a UBI should be implemented to separate access to basic necessities from work.
Until recently, policy has focused on maintaining full employment, but government cannot
accurately predict the outcomes of the fast-changing labour-market. In the long-run,
automation will further reduce the need for human labour. This seems to be a realisation of
Keynes’ prediction that automation would lead to an “age of leisure and abundance”31.
Under a UBI scheme, everyone is provided with the possibility of fruitful employment in
which one can gain recognition. While some may use the UBI as insurance against failure
and create new businesses or freelance, others may choose to live off the UBI whilst
upskilling or searching for a better-suited job. Although the unconditionality of the UBI will
disincentivise some from seeking work, they may contribute to society in other ways. By
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dissociating income from work, the UBI corrects the market’s failure to address rising
inequality due to large-scale labour displacement by automation and is thus the best
solution.
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