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Interest in a UBI is surging
Trend in Google searches for ‘Universal Basic Income’
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Can Australia afford a Basic Income?
What problem are we trying to solve?
• Parts of our welfare system aren’t working well 
Why is a Basic Income appealing?
• Economic efficiency (reducing EMTRs) 
• Reduces administrative costs
• Ensures people don’t slip through the cracks
Is a wealth tax the best way to fund it?
• A wealth tax has some clear advantages…
• But implementation would be difficult
What are our other options?
• Fix the current welfare system
• Consider simpler ways to tax wealth  
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What problem are we trying to solve?
Problems with our current transfer system:

Tight targeting leads to high EMTRs for people on welfare

Conditionality brings complicated bureaucracy

Some income support payments appear woefully inadequate 

Potential social problems:

Are the robots coming for our jobs?

Wealth inequality is increasing

Intergenerational inequality is increasing
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Tight targeting leads to welfare traps
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Newstart hasn’t increased in real terms for 
a very long time
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Basic Income to the rescue?

Problem Solution

High EMTRs

Complex
bureaucracy

Adequacy

No taper rate

Simplifies the 
system

Could be more 
generous for people
on part-payments 
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Basic Income to the rescue?

Problem Solution

High EMTRs

Complex
bureaucracy

Adequacy

No taper rate

Simplifies the 
system

Could be more 
generous for people
on part-payments 

BUT

Paid for with higher
taxes elsewhere

People with special 
needs require higher 
payments

To pay everyone
enough to keep the 
neediest out of poverty
is expensive
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A wealth tax probably wouldn’t affect 
overall savings behaviour much
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value of those savings will be higher. For Venti we report the mid-point estimate for new savings across a number of studies. For others, we report the 
maximum estimate for new savings. Source: Super tax targeting, p.21
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But neutrality between savings vehicles 
matters
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Notes: We define the real effective marginal tax rate on saving as the income foregone due to tax, as a proportion of the pre-tax return (net of inflation). Effective marginal tax 
rates are presented relative to a pre-paid expenditure tax (i.e. TEE) benchmark. This approach is consistent with the approach to calculating real effective marginal tax rate 
rates adopted in the Henry Tax Review. Assumes superannuation earnings are taxed at an average effective rate of 8 per cent in the fund, reflecting the concessional treatment 
of capital gains (10 per cent tax rate) and dividend imputation for investments in domestic equities. Assumes 6 per cent nominal return; 2.5 per cent inflation; all investments are 
held for 25 years; for property and equities capital gains tax is only crystallised and paid at the end of 25 years; for property and equities, 50 per cent of the return is attributable 
to capital gain, 50 per cent to rental or dividend income; dividends on domestic equities are fully franked. Ignores impacts of means test tapers for welfare payments.
Source: Super tax targeting, p.18
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Some questions remain…
Implementation issues:
• Which assets are in, and which are out?
• How should we value the assets included? 
• How do we value private business assets (e.g. farms)?

Enforcement issues:
• Would people shift their assets offshore or into trusts?

Political roadblocks:
• Will politicians buckle if/when actual returns are well below 5 per cent?
• What do we do for asset-rich, cash poor households?

The recent federal election should make us question whether Australians 
will accept wholesale change!



15

Can Australia afford a Basic Income?
What problem are we trying to solve?
• Parts of our welfare system aren’t working well 
Why is a Basic Income appealing?
• Economic efficiency (reducing EMTRs) 
• Reduces administrative costs
• Ensures people don’t slip through the cracks
Is a wealth tax the best way to fund it?
• A wealth tax has some clear advantages…
• But implementation would be difficult
What are our other options?
• Fix the current welfare system
• Consider simpler ways to tax wealth  



16

What are our other options?
Make the social security system work 
better

Raise Newstart by $75 a week

Raise maximum rate of Rent Assistance 
by 40%

Reconsider conditionality in income 
support system

Possibly loosen tapers

Reform the tax system

Reduce EMTRs on secondary earners

Broaden the base / increase rate of the 
GST

Tax wealth more fairly:

Rein in super tax concessions

Reform CGT and negative gearing 

Add the home to the pension assets 
test
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Conditionality can be painful for vulnerable 
Australians
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If we wanted a UBI, would we fund it with a 
wealth tax?
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