
Economists welcome chance to see whether giving 
people no-strings cash can improve livelihoods. 

PANDEMIC SPEEDS MAJOR 
TEST OF UNIVERSAL  
BASIC INCOME

By Carrie Arnold

Spain’s government has started what 
might just be remembered as the 
world’s biggest economics exper-
iment. On 15 June, spurred by the 
coronavirus crisis and its economic 

fallout, it launched a website offering monthly 
payments of up to €1,015 (US$1,145) to the 
nation’s poorest families.

The programme, which will support 
850,000 households, is the largest test yet of 
an idea called universal basic income (UBI) — in 
which people are given a cash payment each 
month to spend however they choose. It has 
often been discussed, but never satisfactorily 
tested, and economists around the world are 
watching closely to see what the impact of the 
scheme on livelihoods will be.

The move comes at a time of unprecedented 
economic turmoil brought on by the coronavi-
rus pandemic. Spain was one of the hardest-hit 
countries in the early days of the outbreak. The 
nationwide lockdown curbed the spread of 
the virus, but came at a staggering financial 
cost. Millions of people lost their jobs as the 
economy shrank rapidly, putting many of the 
most vulnerable citizens at risk.

“If there’s ever an opportunity to try to 
push for some sort of income floor that can 

be paid out in cash to people, this is the time 
to do it,” says Damon Jones, an economist at 
the University of Chicago in Illinois.

Even before the coronavirus struck, the 
country’s left-leaning coalition government 
had proposed the scheme — a variant of UBI 
called guaranteed minimum income — but 
the resulting economic emergency brought 
the timeline forward. The system will allocate 
a fixed monthly sum to each eligible house-
hold — no strings attached. The aim is to pro-
vide recipients with enough cash to meet their 
basic needs without trapping them in poverty in 
the same way as existing welfare programmes 
that offer support only to those without jobs 
or other income, says Spain’s social security 
minister, José Luis Escrivá.

He estimates that the scheme will cost the 
government at least €3 billion per year. “There 
is a huge interest in Spain for this,” he says. The 
website where people can apply for grants 
launched on 15 June and received more than 
50,000 applications in the first 4 hours.

Several other countries have experimented 
with UBI, but until now, most trials have been 
limited to a few hundred or thousand people. 
Spain’s scheme — which was passed by the 
Cabinet on 29 May — is the first to be rolled out 
nationwide. For researchers, it could provide 
a real-world opportunity to study the impacts 

Volunteers in Barcelona, Spain, prepare food packages for vulnerable people.
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Oxford, UK, there is no single standard defini-
tion of ‘drought’. But the countries have agreed 
that when the flow of Nile water to the dam falls 
below 35–40 b.c.m. per year, that would con-
stitute a drought. In such an event, Egypt and 
Sudan want Ethiopia to release some of the 
water stored in the dam’s reservoir.

Representatives of both countries say this 
would still allow Ethiopia to continue gener-
ating electricity. But Ethiopia prefers having 
the flexibility to decide how much water to 
release during drought conditions, because 
more water equates to more power per unit of 
water. The country also wants to reduce the risk 
of running the dam’s reservoir to low levels.

Law in action
The agreement’s legal status and how disputes 
will be resolved are other impasses. Egypt wants 
any final agreement to have the status of an 
international treaty. It also wants a third party, 
such as the African Union or the United Nations, 
to resolve any disputes. Ethiopia prefers disa-
greements to be settled between the riparian 
states, with no foreign parties involved.

Egypt and Ethiopia do not have a formal 
water-sharing agreement. Under the 1959 
Nile Waters Agreement between Egypt and 
Sudan, Egypt takes 55.5 b.c.m. of water from 
the Nile each year, and Sudan takes 18.5 b.c.m. 
That agreement was reached shortly before 
Egypt began constructing its own mega dam, 
the Aswan High Dam. Ethiopia, however, was 
not part of this agreement and therefore does 
not recognize it.

Ashok Swain, who studies peace and conflict 
at Uppsala University in Sweden, says that the 
countries might decide to sign a short-term 
agreement, perhaps lasting a year, if they are 
unable to agree on all outstanding issues.

“There have been several examples of 
one-year agreements in these kinds of trea-
ties, like the 1975 one of India and Bangladesh 
on the Ganges,” he says. “The two countries 
couldn’t agree how to operate, so they started 
with one year first and then extended to 3, 5 
and then 30 years, which I think could be the 
case [here] as it will buy both sides some time.”

Mohamed Fouad, a member of the Egyptian 
parliament, told Nature that if Ethiopia needs 
power, then involving a third party, such as 
the World Bank, in financing Ethiopian power 
stations could help to break the stalemate.

Egypt’s water minister Mohamed Abdel Aty 
has proposed that Egypt could potentially share 
electricity with Ethiopia, similar to its arrange-
ments with other countries such as Sudan. Such 
a proposal would mean that Ethiopia has access 
to energy and so could slow the filling of the 
dam until the nations reach an agreement, 
Fouad says. “One nation’s need for electricity 
is pinned to another nation’s need for water.”

Swain says a military confrontation is 
unlikely, but that goodwill between the 
countries is in short supply.
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of such schemes, without the constraints of 
small-scale trials.

Other places, including Scotland, UK, and 
Canada, have also been discussing the possi-
bility of UBI as a way to support the people hit 
hardest by the pandemic.

“A lot of us are recognizing the limitations 
of the programmes we currently have in place, 
and I’m not surprised at all that there’s a grow-
ing interest in universal basic income,” says 
Evelyn Forget, an economist at the University 
of Manitoba in Winnipeg, Canada. “I think 
people are beginning to recognize that all 
of our old policies are built for a different 
kind of recession and are just not adequate 
to address this.”

Money for nothing
The idea of UBI isn’t new. English philoso-
pher Thomas More proposed such an idea 
in his novel Utopia in 1516, although it wasn’t 
until the 1960s and 1970s that economists 
began to think more seriously about how it 
could be applied. The US economist Milton 
Friedman proposed an idea related to UBI 
called a negative income tax in 1962, in which 
those earning under a certain amount would 
receive supplemental funds from the gov-
ernment rather than paying tax. The United 
States and Canada conducted pilot studies in 
towns and cities on negative income tax and a 
guaranteed annual income, respectively, dur-
ing the 1970s. The wave of conservatism that 
swept both governments in the early 1980s, 
however, ended interest in those policies — 
with one notable exception. Since 1982, the 
state of Alaska has distributed profits from oil 
extraction in Prudhoe Bay to all citizens of the 
state, regardless of age, employment status or 
any other restrictions.

More recently, as automation has replaced 
many jobs, UBI and similar ideas have moved 

from fringe to more mainstream economic 
thought, says Guy Standing, an economist at 
the School of Oriental and African Studies, 
University of London, who co-founded the 
Basic Income Earth Network advocacy group. 
Silicon Valley entrepreneurs, including Elon 
Musk and Mark Zuckerberg, have enthusias-
tically endorsed the idea of UBI. Andrew Yang, 
a 2020 Democratic US presidential candidate, 
ran on a platform based around UBI.

In the past decade, experiments in UBI have 
launched around the world. Before Spain’s roll-
out, the biggest trial was an ongoing scheme 
run by the charity GiveDirectly that allocates 
payments of 2,250 Kenyan shillings (US$21) to 
21,000 adults in western Kenya. India, Namibia, 
Brazil, California and Finland, among others, 
have all tried various forms of UBI in small 
projects, with some positive outcomes. A pro-
ject that provided 100 Namibian dollars per 
month (US$7) to around 1,000 people in the 
village of Otjivero, Namibia, increased school 
attendance by 92%, and childhood malnutri-
tion dropped from 42% to 10%. Those results 
echo what Forget found when she analysed 
data from a 1970s Canadian study called the 
Manitoba Basic Annual Income Experiment. 
When low-income families from the prairie 
town of Dauphin in Canada received monthly 
payments to spend however they liked, mental 
health improved, teenagers spent an extra year 
in school and hospitalizations declined by 8.5%.

Pandemic poverty
Escrivá hopes for similar outcomes from 
Spain’s guaranteed annual income project. Its 
budget is limited to 0.2% of gross domestic 
product, so Escrivá says the government will 
target only those households — an estimated 
850,000 — with the lowest incomes.

The funds will be distributed monthly to 
each household, and range from €462 for 

single adults to €1,015 for larger families. The 
website is open for applications, although the 
8% of households with the lowest incomes 
received their first payment by late June with-
out needing to apply.

Although  Standing says that the buzz gen-
erated by the Spanish proposal is a boon for 
UBI advocates, he is “disappointed” by the 
details. Because not everyone in Spain will 
receive the payment, it is arguably not truly 
universal. He adds that if the trial doesn’t work, 
people might see it as a failure of the whole 
UBI concept.

Standing points to the flop of a Finnish 
trial as evidence. The project, which paid a 
group of unemployed Finns €560 per month, 
ran throughout 2017 and 2018 before being 

cancelled because the results suggested that 
participants were no more likely to find jobs 
than the control group, who received the 
usual government unemployment support. 
But the trial enrolled only 2,000 people, and 
participants had to take cuts to other forms 
of government support, both of which made 
it hard to measure the programme’s impact.

UBI-inspired schemes that target people 
on the basis of their income can be difficult to 
evaluate, says Ioana Marinescu, an economist 
at the University of Pennsylvania in Philadel-
phia. “If you can only qualify if your income is 
below this threshold, it creates a very strong 
disincentive for anybody to earn above that 
threshold because they would be losing their 
benefits,” she says. “We call it a poverty trap.” 
She adds that it is a good sign that Spain is 
trying to reach all of its most-impoverished 
residents, but that this makes it harder for sci-
entists to study the impact of the initiative, 
because “there’s no built-in control group”.

Escrivá notes that Spain isn’t running the 
scheme as a trial or research study as such, 
although there are plans to evaluate the pro-
gramme continuously to monitor whether the 
grants are reducing poverty, boosting employ-
ment rates and improving livelihoods. He also 
says the government isn’t planning to stop the 
scheme when the economic threat from the 
coronavirus eases.

Other countries are closely watching Spain’s 
roll-out of guaranteed minimum income as 
they contemplate their own UBI programmes. 
In the first week, 344,585 households applied 
for the funds, and, as of 1 July, the Spanish gov-
ernment had provided payments to 74,119 of 
them. To Standing, the real test will be whether 
these schemes endure even after the pandemic 
is over.

Alaskans can apply for payments from the Permanent Fund regardless of employment status.
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“People are beginning to 
recognize that all of our 
old policies are built for a 
different kind of recession.”
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