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Introduction

In an interesting book “Seeing Like a State. How Certain Schemes to improve the Human Condition have failed”, James Scott  QUOTE "(Scott, 1998)" 
(Scott, 1998)
 warned against implementing Big Ideas without thoughtful empirical consideration or experimentation. Local diversity and unintended consequences, among other things, made theoretical ideas for societal change go astray. 

Although the cases analysed by Scott were mostly technical engineering cases – building cities, increasing agricultural productivity, etc. – his message can be extended to other Big Ideas. One such idea that has received increasing attention is a Universal Basic Income (hereafter Basic Income). “A Basic Income [is] (...) an income paid by a government, at a uniform level and at regular intervals, to each adult member of society. The grant is paid, and its level is fixed, irrespective of whether the person is rich or poor, lives alone or with others, is willing to work or not  QUOTE "(Van Parijs, 2003)" 
(Van Parijs, 2003
, p. 5)”. A Basic Income is defended on various grounds. “Liberty and equality, efficiency and community, common ownership of the earth and equal sharing in the benefits of technical progress, the flexibility of the labour market and dignity of the poor, the fight against unemployment and inhumane working conditions, against the desertification of the countryside and interregional inequalities, the viability of co-operatives and the promotion of adult education, autonomy from bosses, husbands and bureaucrats – all have been invoked in favour of a (…) Basic Income  QUOTE "(Van Parijs, 1992)" 
(Van Parijs, 1992
, p. 3).
 Thus, like most Big Ideas, a Basic Income might change society profoundly. Indeed, as Brian Barry  QUOTE "(Groot, forthcoming)" 
(Groot, forthcoming)
, stipulates “A subsistence-level basic income would face people with an entirely different set of opportunities and incentives from those facing them now”. 

Whether and to what extent this different set of opportunities and incentives will result in significant behavioural changes, is an empirical question. Indeed, hypothetically, the introduction of a Basic Income could result in many different micro behavioural changes with distinct macro implications. This has been argued by both proponents and opponents of a Basic Income. In general, several socio-economic and sociological changes can occur due to the introduction of a Basic Income. In this paper we concentrate on changes in labour market behaviour. For example, the introduction of Basic Income might provide an incentive to reduce the amount of time spent on the labour market or even withdraw from the labour market (micro changes). This might result in the abolition or reduction of unemployment since the amount of work will be redistributed over a greater number of people (more people work less). However, when a significant number of people decide to withdraw from the labour market it may create massive shortages on the labour market which can result in economic decline.

Given these unresolved questions, empirical research into the behavioural consequences of introducing a is of obvious importance. It should be noted however that these empirical questions do not affect all arguments for a Basic Income in an equal way. As indicated by Brian Barry  QUOTE "(Barry, 1996)" 
(1996)
 it is useful to distinguish between pragmatic and principled arguments about a Basic Income. “Pragmatists are those who assume that social policy should serve certain ends. (…) [They] suggest that the introduction of basic income would be the most effective way of reforming existing welfare states. (…) In contrast (…) the principled argument seeks to show that the case for basic income can be derived directly from the concept of social justice  QUOTE "(Barry, 1996)" 
(Barry, 1996
, p. 243)”. Evidently, empirical arguments are more important to pragmatics than they are to defenders of principled arguments. However, the latter group should not remain insensitive to empiricism.

Since empirical arguments are important in the Basic Income debate the question remains on how to proceed with research into this counterfactual phenomenon. True, in Alaska a Basic Income has been introduced, but this is hardly a representative case. For one, the amount of the dividend is too low in comparison to most proposals for a Basic Income. For another, as anyone who visited Alaska will know, the external validity of research in Alaska to any, for example, urban setting is very difficult. Alaska is geographically, but also socially, quite a unique place.
  

In the absence of the actual introduction of a Basic Income, second-best solutions for empirical research must be considered. A key-challenge for such research is to design a research project which enables researchers to make valid inferences. An “inference is the process of understanding an unobserved phenomenon on the basis of a set of observations  QUOTE "(King, Keohane & Verba, 1994)" 
(King, Keohane & Verba, 1994
, p. 55)”. In other words, to what extent do research results enable us to draw valid conclusions about what might happen when a Basic Income is introduced? 

There are limitations for any research project which cannot be overcome due to the nature of the proposal. For example, the introduction of a Basic Income and a related partial deregulation of the labour market, will clearly influence the demand side of a labour market which can result in different wages, the emergence of new types of previously undervalued jobs, etc. Since this will affect the entire labour market one cannot empirically assess the impact on the demand side before the effective introduction of a Basic Income.
 

However, questions related to human behaviour are open for empirical investigation. Preferences in relation to willingness to work are assumed not to be that different before and after the introduction of a Basic Income.
 The Basic Income might influence the capability to implement preferences (for example maximising free time) but not necessarily the preferences as such. In other words, the claim that people would retreat from the labour market once a Basic Income is introduced is open for empirical investigation. 

Since many factors influence labour market behaviour the challenge for research is to design a project which takes into account the complexity of this behaviour. To this end two possible research designs can be thought of which both rely on the logic of an experiment. 
 As Groot  QUOTE "(Groot, forthcoming)" 
(forthcoming)
 has argued “There are numerous factors at work which influence labour supply decisions. One cannot hope to include all these factors simultaneously within the confines of an economic model. Economic models can, at best, isolate the effects of a few of these factors. An experiment may enable us to solve part of the puzzle, because the limitations of an experiment are of a different nature than those of economic models, whether theoretical or empirical. The main difference is that models rely on assumptions, whereas an experiment allows one to directly observe changes in labour market behaviour.” The beauty of an experiment is that it allows researchers to put people in different possible worlds.

One possibility is to conduct a genuine experiment. An experiment is a research design in which an ‘independent’ variable is manipulated under controlled conditions. As such, an experiment consists of two essential elements, namely the manipulation of a causal factor and the control – mainly via random selection – of all factors that might plausibly affect the causal relationship of interest ( QUOTE "(Gerring, 2001)" 
Gerring, 2001
;  QUOTE "(Orr, 1999)" 
Orr, 1999)
. Via an experiment – and the effective creation of a Basic Income situation – one would be able to monitor what will happen in the experimental group and how this differs from a control group. A Basic Income experiment has never been implemented but has recently been proposed by Groot  QUOTE "(Groot, forthcoming)" 
(Groot, forthcoming)
. 

However, an experiment has some limitations with regard to making valid inferences which, at least on theoretical grounds, might be challenged and need further assessment. The most important limitations for Basic Income research, mainly resulting from financial barriers, relate to the difficulty of including variation in Basic Income design in order to analyse variation in behavioural outcomes, running the experiment over a sufficient amount of time and expanding the experimental (and control) groups in order to take institutional effects into account. 

Hence, in order to make valid inferences an experiment should be complemented with other types of research. It is only by complementing experimental research with other empirical research that insight into the consequences of introducing a Basic Income might be gained. This can be achieved by making use of natural experiments, such as cases where people receive windfall gains.
 In a natural experiment the change in the causal factor is provided by contingencies, such as natural occurring phenomena or social interventions, which are independent of the research-project. Promising natural experiments in this context are lotteries. Indeed, lotteries organise interesting games for Basic Income researchers. Some games – such as Win for Life, Lifetime Spectacular, Lifetime Riches, Weekly Bonus, Fun for Life, Lucky for Life, etc. - grant a periodically unconditional lifelong income to winners (cf. annuity games). In this way, they constitute a natural Basic Income experiment and can generate significant insights into the possible consequences of introducing a Basic Income. The strength of this type of natural experiment is that it can include variation in Basic Income design, is possibly unlimited in time and can take into account different institutional settings. A major drawback is that the attribution of people to the experimental and control group is not ad random and selection bias might hamper generalization. 

The aim of this paper is twofold. First of all, the paper discusses why, how, and to what extent, natural experiments such as lotteries can contribute to research which empirically explores possible social consequences of the introduction of a Basic Income. The second aim is to focus on the question of what, if anything, happens after the introduction of a Basic Income. 

The paper is structured in three parts. The first part of the paper addresses the question of why natural experiments constitute an interesting research-strategy. Via a comparison with a genuine experiment a theoretical case is made to conduct lottery research, which has some distinctive strengths vis-à-vis an experiment. 

The second part of the paper discusses an ongoing pilot project which investigates the consequences of winning the Belgian lottery game Win for Life, which grants every winner an unconditional lifelong monthly allowance of 1.000 euro. It is assessed to what extent this game represents a good proxy for a Basic Income and what conclusions can be drawn from it. 

In a third part, a proposal for the extension of lottery research is suggested. A genuine research-program based on this natural experiment should cover multiple countries and different types of Basic Income design. Such a research-program will allow for comparison across institutional settings and can contribute to the debate on the behavioural consequences of a Basic Income versus stakeholder grants. The ultimate aim of the research-project is to build a large panel dataset (including several experimental and control groups) which allows for this type of comparison. 

1. Why Natural Experiments?

Strengthening the Case for Lottery Research

An investigation into the behavioural consequences of a Basic Income could be done via an experiment. Groot recently elaborated a proposal for a Basic Income experiment. This experiment “would involve (4) a limited group of people in (3) a limited area who would, during (2) a limited time, receive (1) a basic income”. However, several limitations affect the possibility to make valid inferences based on such an experiment. It is furthermore argued that lottery research has some distinctive strengths to address these limitations. This first part elaborates on these limitations and assesses in what way lottery research can complement a Basic Income experiment.
 

The most important limitations of an experiment, and hence, challenges for another research-design relate to the following aspects:

(1) A Basic Income: The experiment does not take into account differences in Basic Income design. However, different types of Basic Income design might result in different behavioural consequences. This implies that a challenge for additional research is to analyse different consequences of different designs.  

(2) A limited time: The experiment attaches limited importance to time. However, behavioural changes might spread out unevenly over time which might result in biased results when an experiment is conducted over a limited period of time. The challenge then becomes to design a genuine longitudinal research-project.  
(3) A limited area: The experiment is confined to a limited area (one country) and therefore neglects the importance of institutions. It might be argued that different institutional contexts might generate different outcomes. A third challenge then becomes to design a multi-institutional (multi-country) design. 

(4) A limited group of people: The experiment only considers the consequences of introducing a Basic Income for social assistance recipients, workers who would earn the same amount of money before and after the introduction of a Basic Income, and prospective entrepreneurs. Because these groups only form a subset of existing socio-economic groups a challenge for additional research is to analyse the effect of introducing a Basic Income for a more representative sample of the population.

Each of these topics will be elaborated upon. 

1.1. A Basic Income

A first limitation concerns the fact that an experiment typically would test the effect of only one Basic Income design. However, one could easily hypothesise that a divergent Basic Income design will differently influence labour market behaviour.
 In other words, variation in Basic Income design can generate variation in outcomes.

Two issues are important: the level of the awarded income and the frequency of payment. First of all, different amounts of Basic Income will have different behavioural consequences, including effects on labour supply. A high Basic Income will provide more incentives to reduce working time than a low Basic Income. Since no previous empirical research has been conducted on the consequences of granting varying unconditional benefits at equal time intervals, the different incentives this would bring along remains a highly theoretical undertaking. Existing research on winners of regular (non-annuity) lottery games, however, points to the inverse relationship between the amount won and the probability of changing working behaviour. Thus Kaplan  QUOTE "(Kaplan, 1985)" 
(1985)
 found that there was a significant association between the amount a person won and his or her working behaviour. As the size of the winning increased, so too did the number of changes in working behaviour. “Nearly twice as many winners and spouses in the under- $10.000 category kept working as winners of $30.000  QUOTE "(Kaplan, 1985)" 
(Kaplan, 1985
, p. 90).” In addition,  QUOTE "(Imbens, Rubin & Sacerdote, 2001)" 
Imbens, Rubin & Sacerdote (2001)
 found that unearned income, resulting from winning the lottery, reduces labour supply with larger effects for individuals between 55 and 65. Similarly, research into the labour market effects of inheritances suggests the existence of an inverse relationship between large inheritances and a person’s labour force participation  QUOTE "(Holtz-Eakin, Joulfaian & Rosen, 1993)" 
(Holtz-Eakin, Joulfaian & Rosen, 1993)
.

In addition, a Basic Income design can vary according to frequency of payments. A Basic Income can be paid weekly, monthly, yearly or as a lump sum (in case it is most often called a ‘stakeholder grant’).
 This choice is possibly not without implications. It might be argued that people will behave differently under different frequencies of payments due to different mental accounting processes which refer to the fact that people develop different preferences when a similar amount of money is offered under different conditions (Zelizer, 1989;  QUOTE "(Langer & Weber, 2001)" 
Langer & Weber, 2001)
. These different conditions might include different time frames. As a result, the design of a basic income in terms of frequency might not be neutral. Indeed a trade-off seems to be at stake. As Van Parijs  QUOTE "(Van Parijs, 1995)" 
(1995
, p. 48) points out “The shorter the period, the better the real freedom (…) of later stages is protected against irresponsible conduct at earlier stages, but the more restrictions on the time scale of the commitments one is empowered to make”. 

Lottery research can address design limitations because several interesting variants of games exist both in terms of frequency as well as in terms of amount of money. Some games award a one time lump sum payment while others offer a lifelong grant on periodical time intervals. Within these ‘lifetime games’ different variations exist. Some games – such as Lucky for Life - guarantee a weekly grant. Other games -– such as Win for Life – pay a lifelong monthly income. Still other games – for instance Fun for Life - pay a yearly income. Besides these differences regarding frequency of payment, different modalities of most games exist in terms of level of payment. This makes it possible to compare different levels of payments. All this makes lottery research especially interesting to compare the consequences of a Basic Income with a stakeholder grant.
 
1.2. A Limited Time

A second limitation for valid inferences of an experimental design concerns the importance of time. Two issues are of importance in this context. First of all, the time frame in which people will change their behaviour is unknown. However, there is no theoretical reason to assume that behavioural changes will reflect any ‘general linear reality’ (cf. Abbott, 2001). Secondly, a limited time period might bias the answers on behavioural changes resulting from the experiment. 

1.2.1. General Linear Reality

Introducing a Basic Income might be labelled an innovation. Research in several different areas has shown that the diffusion of an innovation - and behavioural adaptations to this innovation – is among other things a function of time. As a consequence, behavioural effects of introducing a Basic Income will be time-dependent. There is no reason to assume that introducing a Basic Income will have some kind of tornado-effect (short causes – short outcomes) where you can directly observe the behavioural consequences of introducing such a scheme. Introducing a Basic Income can be more akin to an ecological adaptation process where you have a short time-horizon on the side of the cause but a very long time horizon on the side of the outcomes  QUOTE "(Pierson, 2003)" 
(Pierson, 2003)
. More in general, the development of time-dependent modes of (statistical) analysis such as event-history analysis clearly emphasize the importance of time on behavioural adaptations  QUOTE "(Tuma & Hannan, 1984)" 
(Tuma & Hannan, 1984
, pp. 187-264). Therefore, time poses severe challenges for empirical research into the behavioural effects of introducing a Basic Income. It would necessitate a long period of observation which would dramatically increase the cost of an experiment. By contrast, lottery research, when designed longitudinally, could eventually generate insights into time-effects.
 

1.2.2. Bias in Behaviour

A second issue concerns the possibilities of biased results due to a limit in the time-frame in which the experiment is conducted. Widerquist (forthcoming), commenting on the Negative Income Tax experiments of the ‘60s and ‘70s in the United States, notes that the limited time frame of the experiment might result in biased results, because experiments run the risk of measuring only short time responses to a policy change. He notes, for example, that participants in the experimental group might, on the one hand, face a great incentive to trade working time for leisure time since they now have the financial capabilities to do so. On the other hand, since people have to return to work after the experiment it might provide an incentive to stay in a job in order not to loose it. In other words, experiments might over- or underestimate behavioural consequences due to time constraints  QUOTE "(Widerquist, forthcoming)" 
(Widerquist, forthcoming
, pp. 8-9). As noted before, lottery research has an advantage in this respect because some annuity grants are unlimited in time and in this way do not provide specific time-related incentives or disincentives to change labour-market behaviour.

1.3. A Limited Area

Some Basic Income proponents argue for the introduction of a Basic Income in multiple countries at the same time. Hence, research into behavioural effects should take into account the differences between countries that might result in different behavioural changes. The social science literature on structural and cultural differences between countries is significant and points to the fact that differences between nations are pronounced.
 It is therefore difficult to generalize from one country to another. 

In other words, the introduction of a Basic Income will not occur in a vacuum. It is hypothesised that the willingness and possibilities to change labour-market behaviour is a function of the societal context.
 First of all, institutions matter for preference formation and willingness to change preferences. Cultural institutions such as norms and expectations regarding work ethic might influence a change of working time for leisure time or care time in a given society.

Secondly, institutions matter in relation to the possibilities they provide for implementing preferences. Several authors link the institutional structure of labour markets (structure of decision making, institutions for collective bargaining, laws, etc.) to outcomes on the labour market such as participation on the labour market, unemployment rates, spread of labour market activity over a lifetime, etc.  QUOTE "(Madsen, Madsen & Langhoff-Roos, 2003); (Hall & Soskice, 2001); (Wallerstein, 1999)" 
(Madsen, Madsen & Langhoff-Roos, 2003; Hall & Soskice, 2001; Wallerstein, 1999)
. QUOTE "" 

 QUOTE ""  ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\00\01\00\00Ç\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\16Wallerstein 1999 #2100\00\16\00 
 Clearly, countries differ regarding institutional structure of labour markets. This may interact with the introduction of a Basic Income. For example, in a country in which part-time work is easy to obtain or is institutionalised, it is easier to change labour market behaviour in comparison to countries where labour markets are more rigid. These interactions could be very considerable since, in our understanding, Basic Income proponents do not propose a complete abolishment of the institutional fabric of the labour market. Although proposals for a Basic Income imply a deregulation of the labour market, they do not suggest a complete abolishment of the institutional fabric of the labour market. Many institutions will continue to play an important part. 

One should therefore not assume that the behavioural effects of the introduction of a Basic Income in different institutional settings will be the same in every country. Moreover, research into the interaction between a Basic Income and different institutional settings might generate insights in which labour markets or economic development policies best complement Basic Income schemes. 
As a result, research should take institutional variation into account when designing a research-project. Experiments which are confined to one country cannot consider institutional and cultural effects. Experiments can be conducted in several countries. However, this will dramatically increase the cost of conducting such experiments. Lottery research, on the other hand, can take into account institutional and cultural variation since similar games are played in different countries.

1.4. A Limited Group of People

Different socio-economic groups will react differently to the introduction of a Basic Income. Therefore, it is important to empirically address this issue. The proposed experiment is limited in this regard. Due to financial constraints one has to focus mainly on those groups whose income before and after the introduction of a Basic Income would be quite similar. These groups are, first, the social assistance recipients because they already receive a substantial income without performing work. Second, also those workers can be included in the experiment whose incomes are around the break-even level. At the break-even point the net income one receives under the current conditional income scheme and the Basic Income scheme is exactly the same because the unconditionally granted income is entirely offset by the higher level of taxes that have to be paid to finance the Basic Income (cf. infra). The income of a third group, the prospective entrepreneurs, is different before and after the introduction of a Basic Income, but this group would be included because of their theoretical importance  QUOTE "(Groot, forthcoming)" 
(Groot, forthcoming)
.

Because the three mentioned groups only form a small small and biased sample of the general population it is interesting to supplement an experiment with lottery research whose sample includes many different kind of socio-economic groups. 

An additional problem with regard to experiments concerns the Hawthorne-effect, this is the fact that people – possibly under media influence - will adopt their behaviour in favour of the experiment  QUOTE "(Gillespie, 1993)" 
(Gillespie, 1993)
. It will be very hard to exclude the experimental group from information on expected behavioral outcomes of the experiment. Once this information is available, the experimental group may act accordingly. Regarding this Hawthorne-effect lottery research is preferable to experimental research. Even though in lottery research a similar Hawthorne-effect might occur, it should be noted that in case of lotteries the money is independently provided by state lotteries and not by the experimenters. This puts the research-population in a more independent (non-reciprocity) relationship to researchers which will generate less pro-active behaviour by the experimental group. Lottery winners have fewer incentives to be grateful to the researchers and behave in a socially desirable way. 

2. What, if anything, happens after the introduction of 

a full basic income?
The theoretical case in favour of lottery research led to the start up of a pilot project with lottery winners of Win for Life (hereafter W4L). Winners of W4L receive an unconditional monthly grant of 1.000 euro for the rest of their lives. 

The pilot project has three aims. First of all, the project wants to explore the practical possibilities and constraints of lottery research. Secondly, the project aims to gather information on the impact of winning W4L on the life of the winners. In other words, the project wants to start with an exploration of a possible answer to the question of ‘What, if anything, will happen after the introduction of a Basic Income?’ Finally, the pilot project aims to create a starting point for future research which will be able to discount some of the challenges discussed above. More specifically, as emphasised in the first part, time plays a crucial role in behavioural changes. The third aim of the project is to build a panel which can be followed through time and will allow for longitudinal research into behavioural consequences of winning W4L.

Even though the similarity between W4L and a Basic Income is striking - both are granted unconditionally, as a monthly instalment until death – the comparability is not straightforward. Therefore, before the pilot project is presented a further defence of W4L as a valid case for Basic Income researchers is made. 

2.1. What can we learn from W4L-research?

The proposal for a Basic Income is not to give everyone a winning lottery ticket. Hence, the question to what extent W4L is a valid case for investigating a possible Basic Income situation needs to be addressed. In order to compare a Basic Income and a W4L situation special attention has to be paid to the difference in tax regime between both situations and the fact that a W4L grant is not adjusted to inflation while a Basic Income is. Furthermore, a distinction has to be made between singles and couples. 

2.1.1. Tax regimes and inflation

A first difference between a Basic Income and a W4L situation concerns a difference in tax-regime which will influence the net incomes of singles and couples under a Basic Income and W4L situation. Figures 1, 2 and 3 present the relation between the gross and net income situation of both Basic Income recipients and W4L winners.
 Figure 1 represents a full Basic Income regime financed with a flat tax (hereafter UBI). Figure 2 represents the case of a single W4L winner under the conventional guaranteed minimum income scheme (hereafter GMI/W4L). Figure 3 represents the conventional guaranteed minimum income scheme for one of the two partners in a couple which equally divide the winning W4L grant between each other (hereafter GMI/W4L). On the X-axes gross income is presented, on the Y-axes net income. The 45° dotted line represents a situation where no taxes are paid. In this case gross and net income are the same. Note that in Figure 1 two dotted lines are presented. The left line represents the situation where every one receives a Basic Income but no taxes are paid. G represents the subsistence minimum for a single person. The Basic Income is set at the level of this subsistence minimum, irrespective of the household situation, as in most proposals for a full Basic Income. G is set at 580 euro since this is the level of Belgian social assistance for a single (situation 1/1/2004).
 The line indicated by W4L depicts the W4L grant of 1.000 euro.  
The difference between the income line (before W4L) and the dotted line points to the amount of taxes that have to be paid. Comparing Figure 1 to Figures 2 and 3, it becomes clear that the amount of taxes that have to be paid under UBI is higher than those paid under GMI/W4L (compare °UBI with °W4L). This seems to be a valid assumption mainly because more people (for instance students and housewives) will receive an income under UBI while they do not have an income under GMI.
 Combine this higher tax rate with the fact that a W4L grant is not taxed
, and a first clear difference between UBI and GMI/W4L becomes clear. The consequence is that the net income of a single person winning W4L is clearly higher than the net income this person would have under UBI (compare Figures 1 and 2). The same partially holds for couples, but the difference is less pronounced. For those earning nothing, the situation under W4L and UBI will be the same because W4L<G and hence the net income will be raised to the level of G (under the assumptions made in note 17). However, from a certain gross income level onwards, the net income under GMI/W4L will be higher than under UBI (compare Figures 1 and 3).  
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A second difference concerns the fact that W4L is not price related, while a Basic Income, under every serious proposal, would have to be adjusted for inflation. Assuming a yearly inflation of 2%
 (as in Figures 4 and 5) this would mean that while someone who has won W4L in 2000 will still receive 1.000 euro in 2030, the real value of the grant will have been diminished to 545 euro. The real value of a Basic Income will at that time still be 580 euro. As becomes clear from Figure 4 for singles this mean that the W4L grant will for a very large part of their lives be higher than the Basic Income but at some point the two grants will have the same value (in this example this will be in 2028), and after that point the Basic Income grant will be higher than the W4L grant. For one partner in a couple situation this means that the difference between a W4L grant and the Basic Income (with UBI > W4L, see Figure 5) will become larger as time passes.
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As will become clear in the next section Figures 4 and 5 are important. However, notice that not only the level of the grant but also the tax regime will be different under GMI/W4L and UBI (cf. supra). Recall that the tax rate necessary to finance a full Basic Income will be higher than the current tax rate. Thus in comparing a Basic Income recipient and a W4L winner one should take into account these different tax regimes. How this influences the difference between the net income situation of W4L winners versus Basic Income recipients will depend on the level of the tax increase and the gross income one earns (see Figures 1 to 3). Assume however that the tax rate under the existing regime is 50 percent and that this has to be raised to 60 percent to finance the Basic Income. In that case Figure 6 compares the net income situation of someone with a gross income of 2.500 euro over time. From this figure it becomes clear that the real difference between UBI and GMI/W4L will be bigger than one would expect on the basis of figure 4. The same holds for couples (compare Figures 5 and 7). 
	Figure 6. Evolution net Income under UBI versus GMI/W4L (single situation)
	Figure 7. Evolution net income under UBI versus GMI/W4L

(one partner in a couple situation)
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In order to illustrate the figures and hypothesise how W4L compares to UBI regarding possible behavioural consequences, a hypothetical example is used. In the next section we will look at the case of a single who wins W4L. Afterwards, the couple situation will be discussed (cf. 2.1.3.)

2.1.2. Extreme, not absurd: Carla wins W4L

Consider Carla. She works fulltime at a university and earns a gross income of 2.500 euro per month. She pays a 50% tax and hence receives a net income of 1.250 euro a month. Every once in a while Carla buys a lottery ticket on her way home. She is lucky and wins W4L. A 1.000 untaxed euro extra for the rest of her life! She now earns 2.250 euro per month (an 80% increase in income). What will Carla do? With regard to her position on the labour market she has three options, she can decide to start-up her own business, she can stop working or she can decide to work less. We consider the three options one by one.

Suppose Carla has always dreamt of opening her own boutique. She has always been willing to use some of her savings for this purpose but as a shop needs a few years to become profitable and the first few years are very costly, she has never taken the risk. After winning W4L prospects look very different. Even if the shop is not successful in the beginning and hence cannot make enough profit to live off, she always has her unconditional monthly W4L grant as a security. For Carla, W4L makes her dream come true. 

Will Carla have started her boutique under UBI? Maybe she would, but not necessarily. It could be that the 580 euro is a sufficient incentive for Carla to start her shop. However it could also be that after she has made all the calculations she decides that the minimum she needs is more than 580 euro. What seems to be clear then is that if Carla does not decide to open her boutique under GMI/W4L, she will most probably not do so under UBI (see Figure 4). 

Furthermore, if Carla is planning to start her boutique, we should be able to observe this in a relatively short time period. Remember that the W4L grant is not inflation related. As a consequence, people will still receive a 1.000 euro in 30 years time. The real value of W4L however has by that time decreased significantly (see Figure 4). Hence, it is best to start a business in a relatively short time period after winning W4L since the grant guarantees the highest standard of living close to the winning date. As time goes by opportunity costs start to change. In the future, the possible opportunity cost of starting up a boutique will be higher because the real value of W4L decreases over time. 

The above example makes clear that W4L is an extreme but not absurd case. It is extreme because the granted amount clearly exceeds a full Basic Income (1.000 euro as compared to 580 euro). As a result, people’s incentives to change their behaviour are bigger under GMI/W4L than under UBI. Therefore, if people do not change their behaviour under GMI/W4L they will most probably not do so under UBI. However, the unconditional income provided by W4L is not absurdly high. Not everyone is willing to substitute a job for the risk of a possible successful boutique. Remember, Carla earned 1.250 euro before winning W4L. Starting up a shop implies she will loose 250 euro a month during the first few years. Hence, in this case W4L research can inform us on two issues. First of all, if people do not start up a business under GMI/W4L they will most probably not do so under UBI (extreme case). Secondly, if they do start up a business, one cannot conclude that they will do so under UBI because of the difference between GMI/W4L and UBI (see Figures 2 and 4). However, the information that they will start-up a business indicates whether people are willing to start-up a business given sufficient – not absurd - financial incentives to do so. In order words, it can inform us on the presence of preferences of starting up a business. Under UBI not everybody who switches from a job to self-employment due to W4L will make the same switch. This will depend on the individual elasticity to do so. However, some of them will. 

Consider Carla’s second option: stop working. Suppose in this case that Carla just works at university out of necessity. Her big passion is surfing and she wants to substitute everything to maximize the possibility to surf.  Will she continue to work at university after W4L? After all, W4L provides her with enough income to stay alive and keep on surfing (surfing is not such an expensive sport). Again W4L is an extreme, but not absurd case. It is extreme because the W4L grant exceeds a full Basic Income by a significant amount. If one does not stop working under GMI/W4L one will most probably not do so under UBI. However, the case is not absurd as most of us will consider it impossible to live a comfortable life with just a 1.000 non-indexed euro. By contrast, a similar observation as in the case of self-employment holds for quitting work. If people stop working after winning W4L we are not able to conclude that they will do so under UBI because of the differences in amount. However, it gives us an indication of the presence of preferences to stop working.

Finally, suppose that Carla is not such an enterprising person nor the ‘lazy’ type we supposed she was in the previous paragraph. Instead, Carla enjoys working at university. But she has always found it very difficult and stressful to combine her fulltime job with her extensive circle of friends and her love for playing the piano. What will she do after winning W4L? Carla, rationally as she is, starts to make calculations. If she would work less, she would obviously earn less. Recalculating her income under the assumption of a part time job of four days a week she ends up with the following sum: 2.000 (income 4/5) – 1.000 (tax rate of 50%) = 1.000 euro + 1.000 (W4L grant) = 2.000 euro per month. With foregoing 12.5 percent of her income she buys a day off per week and still earns 750 euro more than before W4L. Due to the lottery game Carla faces very strong incentives to reduce work. Even more pronounced than in the ‘boutique’ and ‘stop working’ examples, we can say that if Carla does not reduce working time under GMI/W4L she will most probably not do so under UBI. The possible observation of reduced working time under W4L might indicate a preference to do so, given sufficient financial incentives.
To conclude, if people with a high annual additional tax-free W4L income do not withdraw from the labour market, reduce working time by a significant amount or start up a business, the probability is (very) low that this will happen under UBI. Some of the pragmatic criticism against the introduction of Basic Income resolves around this specific issue since some opponents argue that the introduction of a Basic Income will provide significant disincentives to work and hence create labour market problems. Investigating these claims via an extreme but not absurd case is a valid research strategy which could verify or falsify this claim.
 

What if Carla does not have a job when she buys her winning W4L ticket? Proponents of a Basic Income point out that a Basic Income abolishes the ‘unemployment trap’. They argue that under GMI unemployed people are not encouraged to return to work due to the low marginal difference in disposable income between accepting a job and staying unemployed. A Basic Income in contrast is given unconditional and would therefore abolish the unemployment trap, because going to work will always result in a significantly higher disposable income. What can W4L research suggest with regard to the unemployment situation? Are people really trapped or do they just not want to work?

In order to explore this issue a distinction has to be made between unemployed people who receive a social assistance benefit (someone who earns less than G in Figure 2) and those who receive an unemployment benefit (not represented in Figure 2). 

Suppose Carla receives a social assistance benefit. In this case her social assistance income, which is means-tested, will be replaced by an unconditional W4L grant, which is substantially higher. If she decides to start working under these conditions she most probably will do so under UBI because she is obviously willing to work, but was prevented to work because of the unemployment trap.
 This willingness to work signal is strengthened by the fact that a substitution of a guaranteed minimum income by a W4L grant constitutes a significant increase in disposable income which might provide a disincentive to work and enjoy the ‘better’ life. Hence, going to work clearly signals a preference to work. This is even more so the case when she receives an unemployment benefit. In this case she can combine her unemployment benefit with a W4L grant which combined generates a significant disposable income. If she decides to start working, at least part-time, in this case she will most probably do so under UBI. 

2.1.3. Carla and John

Imagine Carla is married to John. Carla has met John at university and both have the same job. Now Carla wins W4L. What will they do? Carla and John could decide that Carla (or John) gets all the money and can do whatever he/she wants with it. In this case we are back to the extreme but not absurd Carla case. However, they could also decide to share the money equally between them. Now they have several options of which the three most important are discussed: they can start-up their own business, they can quit working or they can both reduce working time. 

With regard to starting up a business and quitting work the couple example most probably constitutes a baseline scenario for UBI since it is slightly below or just at the subsistence level (compare Figures 1 and 3) and the gap with the subsistence level increasingly widens (see Figures 5 and 7). Under GMI/W4L they have an unconditional income of 1.000 euro (not price related) while under UBI in Belgian standards this will be 1.160 euro (price related).With regard to the two mentioned options different conclusions might be drawn from the research-findings. In a nutshell, the following observations of GMI/W4L might generate insights into what might happen under UBI. If Carla and John decide to stop working and start up their boutique under GMI/W4L they will most probably do so under UBI. The same holds for quitting and surfing. If they decide to quit working after one of the two has won W4L, they will probably do so when they would receive a Basic Income. 

Finally, what about reducing working time? In this case GMI/W4L still seems to be a case which would provide couples with more net income than under UBI. In a way, it is also an extreme case, but less to than the Carla case. This is illustrated in the following brief example. Both Carla and John work at university. Together they earn a gross income of 5.000 euro. Both have to pay 50% taxes and hence together they receive a net income from work of 2.500 euro. After W4L they now have a 3.500 euro a month, or 1.750 euro each. What if they both decide to work four days a week? Together they will earn a net income of 3.000 euro (2.000 from work and 1.000 W4L). What would they have left under UBI? Working five days a week, and again assuming a 60% tax rate, they would have a net income from work of 2.000 euro. Add to this a Basic Income of 580 euro each and together they will have an income of 3.160 euro. If they both decide to work four days a week, they would still have their Basic Income of 1.160 euro, and a net income from work of 1.600 euro. Together this is 2.760 euro. In this option, in contrast to the two other options, UBI provides less net income than GMI/W4L. Hence, GMI/W4L does not provide a perfect match for UBI. In addition, it should be noted that the case becomes more extreme as the earned income of the couple increases. However, it should also be noted that since W4L is not inflation related this difference might disappear over the years. 

2.1.4. Summary

…

2.2. Design of the pilot project

…

2.3. Results

…

3. Discussion and research program 

…
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� For a comprehensive overview of what a basic income is, why we need it and whether it is affordable or not, see � QUOTE "(Van Parijs, 2004)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\12(Van Parijs, 2004)\00\12\00Ë\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\15Van Parijs 2004 #2140\00\15\00 ��(Van Parijs, 2004)�.


� Of course, the dividing line between pragmatic and principled arguments is not always that clear cut. As Van Parijs � QUOTE "(Van Parijs, 1992)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\12(Van Parijs, 1992)\00\12\00¾\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\15Van Parijs 1992 #2010\00\15\00 ��(Van Parijs, 1992�, p. 29) argues “The importance of such arguments [that derive basic income from an explicit formulation of the ideal of a free, equal or good society] does not make more limited efficiency arguments irrelevant, (…) because many of these fit, as partial components, into arguments of the more ambitious sort (…)” Furthermore, utilitarian inspired defenses of a Basic Income (for instance most green arguments for a basic income) can be wedded to a certain conception of justice but entirely depend on pragmatic arguments.  


� Another possible interesting actual implementation of a Basic Income might result from the recent June 2003 reforms of the Common Agricultural Policy (CAP) of the EU which includes a shift from production-based subsidies to direct payments to farmers which will provide them with a guaranteed minimum level of income that is not linked to production. The basic idea is to replace most of the direct subsidy payments for farmers by a single farm payment. The European Commission states that “A major aim of the single payment is to allow farmers to become more market-oriented and to release their entrepreneurial potential. Management decisions that in the past have been influenced by what the CAP offered in subsidies can now be taken on the basis of market requirements. Where a particular production activity is profitable farmers will continue to follow it. The reformed CAP is designed so that farmers take advantage of such opportunities � QUOTE "(European Commission, 2004)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\1B(European Commission, 2004)\00\1B\00Î\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\1EEuropean Commission 2004 #2170\00\1E\00 ��(European Commission, 2004)�”. The member states will have to decide on the specific implementation of the reform. It is however important to note that the amount of the payment will be calculated on the basis of the direct subsidies farmers received in a reference period (2000 to 2002). In addition, the payment is not unconditional but conditional on the fact that beneficiaries of direct payments will be obliged to keep their land in good agricultural and environmental condition. Even though a single farm payment is not equal to a Basic Income, it might still constitute an interesting case.


� For a discussion on the hypothesized effects of a Basic Income on the demand side of the labour market, see � QUOTE "(Widerquist, forthcoming)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\19(Widerquist, forthcoming)\00\19\00À\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\1CWiderquist forthcoming #2030\00\1C\00 ��(Widerquist, forthcoming)�.


� It could be argued that it is sheer impossible to conduct research since the political and normative context in which a Basic Income will be implemented will be significantly different to any existing situation. This change in context might legitimise behaviour which is now regarded as politically and socially ‘unacceptable’ such as voluntary unemployment. The introduction of a Basic Income founded on clear normative principles for societal ordering and development supported by a clear political majority will imply a transformation of the concept of work and contribution to society which cannot be compared to any existing situation. As a consequence, empirical research is bound to be impossible. This argument, however, could result in a Catch-22 with regard to the effective implementation of a Basic Income since empirical arguments are clearly important in the political discussion of a Basic Income. A Catch-22 is an impossible situation where one is prevented from doing one thing (empirical research) until one has done another thing (introducing a Basic Income), but one cannot do the other thing (introducing a Basic Income) until one has done the first thing (empirical research). For example, Pels and van der Veen � QUOTE "(Pels & van der Veen, 1995)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\1B(Pels & van der Veen, 1995)\00\1B\00Û\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\1EPels & van der Veen 1995 #2320\00\1E\00 ��(1995)� report in the case of the Netherlands, that many arguments of the opponents of a Basic Income concern the negative effects of a Basic Income on human behaviour. These are empirical arguments about how an unconditional income will influence human behaviour. The Catch-22 then consists out of the following paradox: the argument that it is impossible to do empirical research before one introduces a Basic Income will result in the impossibility of implementing a Basic Income since one needs empirical arguments to make a valid political case.  An insight – via empirical research - in what happens when people receive an unconditional income might break the Catch-22.


� No doubt, other research-designs may exist. First of all, one could re-analyse existing socio-economic databases. In this case, one could argue that since introducing a Basic Income has mainly to do with income-effects, one can rely on existing survey material and official statistics to analyse the effect of increases in income on several parameters such as labour supply, entrepreneurship, etc. However, this approach is limited since existing datasets hardly ever contain information about significant exogenous non-earned incomes � QUOTE "(Imbens et al., 2001)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\15(Imbens et al., 2001)\00\15\00½\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt Imbens, Rubin, et al. 2001 #1990\00 \00 ��(Imbens et al., 2001�, p. 779). Furthermore, existing databases do not contain any information about periodically paid exogenous non-earned income similar to a Basic Income. This makes it almost impossible to make any inferences from such databases to a Basic Income situation. Secondly, one could survey people and ask them what their attitude is towards a Basic Income and what they might do under Basic Income conditions (for instance, see � QUOTE "(Késenne & Van Durne, 1989)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\1B(Késenne & Van Durne, 1989)\00\1B\00Ù\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\1EKésenne & Van Durne 1989 #2300\00\1E\00 ��(Késenne & Van Durne, 1989)�). However, the results of such a research-strategy are hard to interpret since there is an important difference between attitudes (what people say) and behavior (what people do). Although one could argue that attitudes influence behavior (opinion and attitude research in sociology), the relationship can also be reversed (see for example cognitive dissonance theory in psychology). At this point there is no consensus in the social sciences on how to draw inferences from the measurement of attitude to behaviour. The problems for interpretation are worsened by the fact that one investigates a counterfactual phenomenon.    


� For more references on this type of research see � QUOTE "(Imbens et al., 2001)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\15(Imbens et al., 2001)\00\15\00½\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt Imbens, Rubin, et al. 2001 #1990\00 \00 ��(Imbens et al., 2001)�.


� It should be noted that the discussed limitations are not necessarily important, but that one should not assume they are unimportant.


� There is possibly an additional issue at stake in this context. In an experiment one does not grant a Basic Income but an experimental grant. The extent to which an experimental grant equals a Basic Income in behavioural consequences is a question of ‘fungibility’. Fungibility is the premise according to which all instances of a given commodity that meet certain standards are considered interchangeable. Since money is assumed to be the ultimate objectifier � QUOTE "(Zelizer, 1989)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\0F(Zelizer, 1989)\00\0F\00È\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\12Zelizer 1989 #2110\00\12\00 ��(Zelizer, 1989)�, it is assumed that amounts of money are interchangeable. However, several streams of research have questioned this assumption and argue that depending on the source of money people behave differently � QUOTE "(Thaler, 1992)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\0E(Thaler, 1992)\00\0E\00¼\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\11Thaler 1992 #1980\00\11\00 ��(Thaler, 1992)�. Therefore, one needs to address the question to what extent an income received by participating in an experiment is a good proxy for a Basic Income. 500 euro granted as an experimental grant might not be interchangeable – in terms of behavioural consequences – with a 500 euro granted as a Basic Income. This effect might be reinforced by the fact that only a very small proportion of people receive an experimental income. This will set the group apart from the rest of society, which could possibly result in attaching a very special meaning to the received money. It is hard to assess the importance of this fact, but the possible bias should be taken into account in interpreting research results. A comparison between results of lottery research and experimental research might be very instructive in this context. A careful comparison of cases from the experimental group and the lottery group might generate insight into the behavioural effects of experimental and lottery grants.


� Proposals regarding frequency of payment often coincide with different national traditions in organising social security benefit payments. Most proponents of a Basic Income in the UK propose a weekly payment, while in Belgium a monthly payment is proposed � QUOTE "(Van Trier, 1995)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\11(Van Trier, 1995)\00\11\00Ü\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\14Van Trier 1995 #2330\00\14\00 ��(Van Trier, 1995)�. 


� It should be noted that experimental research as such can easily incorporate variation in Basic Income design. Different levels of grants could be given to different experimental groups. The same holds for granting the same amount at different frequencies. These different experimental groups could subsequently be compared with one control group. However, even though theoretically an experimental research design could take various differences in Basic Income design into account, this would in practise become very costly.


� Closely related to the issue of time is the issue of social influence which determines behavioral change. Time and social influence will interact to produce behavioral changes. For example, threshold models have been developed to show that in many cases a critical threshold (cf. tipping point) has to be reached before a significant number of people will change behavior. This line of research has recently gained much momentum with the focus on social networks. The adoption of innovation or the imitation of behavior mainly occurs via networks which transfer information � QUOTE "(Schelling, 1978); (Granovetter, 1978); (Gladwell, 2000)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\008(Schelling, 1978); (Granovetter, 1978); (Gladwell, 2000)\008\00»\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\14Schelling 1978 #1970\00\14\00 ��(Schelling, 1978; Granovetter, 1978; Gladwell, 2000)�� QUOTE "" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\00\01\00\00±\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\16Granovetter 1978 #1870\00\16\00 ��� QUOTE "" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\00\01\00\00°\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\13Gladwell 2000 #1860\00\13\00 ��. In relation to introducing a Basic Income, the above might imply that at first few or insignificant changes in labour market behaviour will occur, but as time goes on and a certain threshold is reached, many others will follow. For instance, once a few people shift from full-time to part-time work and can still afford a decent life, more people will start to do the same. In many cases these developments are non-linear and extremely hard to model. The crucial issue here is that behavioural effects are not only a result of rational decisions, but also of social contagion which is time-dependent. This contagion mechanism might take a very long time to become effective. The latter can hardly be empirically assessed since it requires a high number which create a sufficiently dense network in which contagion can occur. 


� The importance of cultural differences is highlighted among others by � QUOTE "(Inglehart, 1990)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\11(Inglehart, 1990)\00\11\00Ð\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\14Inglehart 1990 #2190\00\14\00 ��Inglehart (1990, 1998)�. Structural differences are emphasized by authors such as � QUOTE "(Madsen et al., 2003)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\15(Madsen et al., 2003)\00\15\00Ê\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt!Madsen, Madsen, et al. 2003 #2130\00!\00 ��Madsen et al. (2003�), � QUOTE "(Kitschelt, Lange, Marks & Stephens, 1999)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00*(Kitschelt, Lange, Marks & Stephens, 1999)\00*\00Ò\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt#Kitschelt, Lange, et al. 1999 #2210\00#\00 ��Kitschelt, Lange, Marks & Stephens (1999)�, � QUOTE "(Hall & Soskice, 2001)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\16(Hall & Soskice, 2001)\00\16\00²\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\19Hall & Soskice 2001 #1880\00\19\00 ��Hall & Soskice (2001)� and � QUOTE "(Esping-Andersen, 1990)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\17(Esping-Andersen, 1990)\00\17\00E\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\19Esping-Andersen 1990 #700\00\19\00 ��Esping-Andersen (1990)�.


� Context is defined as different institutional characteristics of the country in which a scheme is implemented. Institutions include laws, rules, norms, values co-ordinating organisations, etc. which provide incentives and disincentives to change behaviour � QUOTE "(Ostrom, 1990)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\0E(Ostrom, 1990)\00\0E\00µ\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\11Ostrom 1990 #1910\00\11\00 ��(Ostrom, 1990)�.


� Figure 1 is a modified copy of the Basic Income regime as presented by � QUOTE "(Van Parijs, 2004)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\12(Van Parijs, 2004)\00\12\00Ë\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\15Van Parijs 2004 #2140\00\15\00 ��Van Parijs (2004�, p. 32). Figures 2 and 3 are based on � QUOTE "(Van Parijs, 2004)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\12(Van Parijs, 2004)\00\12\00Ë\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\15Van Parijs 2004 #2140\00\15\00 ��Van Parijs (2004�, p. 29) but adjusted to the W4L situation. Note that the figures make strong simplifying assumptions. Most important, it is assumed that there is only one flat tax rate, in contrast to the existing progressive tax rate. Furthermore, Figures 2 and 3 assume that social assistance is the only existing transfer income. Finally, Figure 3 presupposes that the situation of one partner in a two person household is the same regarding taxes and transfers (the level of G) as the situation of a single (apart from W4L). Some of these assumptions are discussed in � QUOTE "(Van Parijs, 1996)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\12(Van Parijs, 1996)\00\12\00¬\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\15Van Parijs 1996 #2280\00\15\00 ��Van Parijs (1996)�. Of course, different Basic Income regimes are possible but the ‘Basic Income combined with flat tax’ seems to be the most common proposed. For a discussion of different Basic Income designs and possible differences in tax regime see � QUOTE "(Van Parijs, 2004)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\12(Van Parijs, 2004)\00\12\00Ë\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\15Van Parijs 2004 #2140\00\15\00 ��Van Parijs (2004)�.


� This amount is comparable with the proposal of the Belgian political party VIVANT which proposes a Basic Income of 540 euro a month for every adult between 18 and 65 � QUOTE "(VIVANT, 2004)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\0E(VIVANT, 2004)\00\0E\00¸\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\11VIVANT 2004 #2290\00\11\00 ��(VIVANT, 2004)�.


� Another reason could be the following: because the effective marginal tax rate of those earning less than G is obviously much higher (100 percent!) under GMI than under UBI, the loss of this tax revenue has to be compensated for. See � QUOTE "(Van Parijs, 2004)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\12(Van Parijs, 2004)\00\12\00Ë\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\15Van Parijs 2004 #2140\00\15\00 ��Van Parijs (2004�, p. 29) for a further clarification. 


� Belgian lottery winners do not have to pay any taxes on the amount won in the lottery. For a discussion, see � QUOTE "(Vernat, 2003)" � ADDIN PROCITE ÿ\11\05‘\19\02\00\00\00\0E(Vernat, 2003)\00\0E\00Ó\00\00\004C:\5CProgram Files\5CProCite5\5CDatabase\5CGewoneBronnen.pdt\11Vernat 2003 #2220\00\11\00 ��(Vernat, 2003)�.


� It is assumed that no income tax has to be paid until someone earns a gross income of G. Hence, the angle representing the tax rate of W4L winners with a gross income from work below G equals 45%. 


� The figures are purely illustrative. However, 2% inflation seems to be a realistic estimate. According to World Bank figures average inflation (consumer prices) in Belgium for 1990-2002 was 2.1%.


� However, in this case the preference to stop working does not necessarily imply a lifelong preference for not working. W4L can provide a strong incentive to maximize surfing over working for a certain amount of time since it is now financially possible. However, this does not necessarily imply that Carla will surf for the rest of her life. After a few years surfing she may return to the labour market. Hence, there might be different behavioural changes as time proceeds (see 1.2.2). 


� In the above examples it is assumed that Carla earns more than G (see Figures 1 and 2). As becomes clear from looking at the Figures, the situation is different in case Carla earns less than G before winning W4L. However, since this is very exceptional and we do not have these cases in our dataset we will not go into the matter any further.


� Conceptualizing work is in this context crucial. Work should be considered in a broad sense which might include volunteering work.
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