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Why such a project?Why such a project?

Basic economic trends



Source: International Monetary Fund (2007): World Economic Outlook - Spillovers and Cycles in the Global 
Economy, April 2007. p. 168; free download: http://www.imf.org/external/pubs/ft/weo/2007/01/index.htm.:



Anteil am BIP 
Österreich 1988-20006

Wage and non-wage income 
i A t i (% f GDP)Österreich 1988-20006 
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Wage Rate in Austria, 
in % of National Income

• Source: Bericht über die soziale Lage 2003 – 2004, 
Bundesministerium für soziale Sicherheit, Generationen und 
Konsumentenschutz, Wien 2004, S. 258Konsumentenschutz, Wien 2004, S. 258



Wage Rate and Unemployment Rate 
i A t i i % f N ti l Iin Austria, in % of National Income

• Source: Bericht über die soziale Lage 2003 – 2004, 
Bundesministerium für soziale Sicherheit, Generationen und 
Konsumentenschutz Wien 2004 S 260Konsumentenschutz, Wien 2004, S. 260



Profits and Capital Investment in Austria p
as a Fraction of GDP

• Source: Bericht über die soziale Lage 2003 – 2004, 
Bundesministerium für soziale Sicherheit, Generationen und 
Konsumentenschutz, Wien 2004, S. 263Konsumentenschutz, Wien 2004, S. 263



Poverty in AustriaPoverty in Austria

1 044 000 i A t i b l th th h ld f• 1,044.000 persons in Austria below the threshold of  
poverty (=60% of median income = EUR 1310 per 
month per 1 person household)month per 1 person household)

• =13,2% of total population.
Th di bl i f th d fi d• The average disposable income of the so defined poor 
is 1/5 less than the poverty threshold

• Quelle: Bericht über die soziale Lage 2003 – 2004, Bundesministerium für 
soziale Sicherheit, Generationen und Konsumentenschutz, Wien 2004, S. 
2121



Property in Austria:
Money stocks andMoney stocks and 

privately used houses and flats p y

• Quelle: Bericht über die soziale Lage 2003 – 2004, Bundesministerium 
für soziale Sicherheit, Generationen und Konsumentenschutz, Wien 
2004 S 2452004, S. 245



Unequal development of taxesUnequal development of taxes

• Between 2001 bis 2006: Higher taxes for 
lower and medium incomes 

• Tax on wages: +13% 
V l dd d t t t b d• Value added tax, taxes on tobacco and 
petrol +12%, 13% bzw. 27%. 

But:
Corporation tax: 39%• Corporation tax: - 39% 

• Tax on income of self-employed: - 30%p y



Quelle: Bericht über die soziale Lage 2003 – 2004, Bundesministerium für soziale 
Sicherheit, Generationen und Konsumentenschutz, Wien 2004, S. 266



distribution of income by quintiles in Austria: 
lemployees
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Proposal for an internationalProposal for an international 
research project:

Basic Income„ Basic Income 
and 

Minimum Wage“
i t ti l ian international comparison



Basic elementsBasic elements
• How can the trend of a more and more• How can the trend of a more and more 

unequal distribution of income and 
t i th EU b t d?property in the EU be reverted?

• Two different ways are selected and to be y
compared: 

A) minimum wage: based on labour force– A) minimum wage: based on labour force
– B) basic income: based on citizens

• Method: Empirical investigation combined 
with computer simulationp



Proposed structure of the research project
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Simulation of possible dynamicSimulation of possible dynamic 
effects of the implementation of 
basic income or minimum wage



Simulation Methods 

• Static models
– for one fixed point in time

• Dynamic models
– analyze the effects of a measure over timeanalyze the effects of a measure over time

• Aggregate models
– are based on high level indicators (e.g. population, consumption 

GDP etc.)
– and can be easier constructed, but offer a rough and 

i ti i t f litapproximative picture of reality 
• Agent based Models

– are based on the choices of individuals or subjectsj
– can only be built with higher effort, but allow a more detailed 

picture of reality. 



Simplified relations in a national economyp y
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Possible direct effects of a basic income 
( i lifi d)(simplified)
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Simulation of the dynamic effects 
ofof 

the introduction of a basic income 
in Austria

Version 1: financed out of profits 

V i 2 fi d i ti i tVersion 2: financed via negative incoem tax 



Three assumptions about the direct 
effects

A1: the higher the relative basic income the 
less people ill be illing to ork inless people will be willing to work in

A2: the higher the additional wage the more g g
people will work

A3: the higher the additional wage theA3: the higher the additional wage the 
higher labour productivity

To simulation
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Simulation of the effects 
of basic incomeof basic income 

financed by negative income tax y g
(proposal by an Austrian attac-

working group on basic income“)working group on „basic income“)



Einkommensverteilung Österreich 2002
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Direct effects of basic income in Austria
(negative income tax)(negative income tax)

Monatseinkommen mit und ohne BGEMonthly income in EUR with and without basic income
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Assumed relation between annual amount of basic 
income and participation in the labour market

Up to a basic income of 5000 EUR: 100% participation
At a basic income of 10000 EUR: 97% participation
At a basic income of 12000 EUR: 96% participation
At a basic income of 14000 EUR: 90% participation



Simulation of the effects 
of basic incomeof basic income 

financed by negative income tax y g
(proposal by an Austrian attac-

working group on basic income“)working group on „basic income“)

To simulationo s u at o



No basic income annual (!) basic income = 
EUR 10.000

Labour marketLabour market

basic income = EUR 12.000 basic income = EUR 14.000



No basic income annual (!) basic income = 
EUR 10.000

Wages, profits, productivity of labourWages, profits, productivity of labour

basic income = EUR 12.000 basic income = EUR 14.000



No basic income annual (!) basic income = 
EUR 10.000

GDP consumption investment and und capital stockGDP, consumption, investment and und capital stock

basic income = EUR 12.000 basic income = EUR 14.000



First simulation results in comparison
l b t ti l l b l l b d d t l l blabor potential, labor supply, labor demand, actual labor 

Scenario 2: 
Basic Income financed by 

Scenario 1: 
Basic Income financed out of profits y

Negative Income Tax 
EUR 12000 per year 

p
EUR 3000 per year
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Conclusion
• A basic income which is financed via 

negative income tax is economicallynegative income tax, is economically
feasable (the political question is not 
tackled here!)tackled here!)

• A basic income which is financed out of 
profits under capitaloistic conditions will 
lead to economic contraction

• More investigations are needed to get a 
clearer picture of the behaviour of theclearer picture of the behaviour of the 
people under various types of basic 
income =>income 



If you would like to participate inIf you would like to participate in 
the project onj

Basic Income„ Basic Income 
and 

Minimum Wage“
an international comparisonan international comparison

l t t iplease contact me via

fleissner@arrakis.es


