
Income Inequality and Guaranteed (Universal) Basic Income 
 

Economic inequality is the unequal distribution of things like income, opportunity, and 
wealth in a society. Income inequality is defined as the disparity of income distributions between 
certain parts of the populations. This means some parts of the population earn a much higher 
percentage of income than other parts of the population. Wealth inequality is the unequal 
distribution of things such as stocks and property (things people hold for longer periods of time). 
According to the National Economic Education Delegation, the richest 10% of the country earn 
50.5% of all income, an all-time high. Some believe this economic inequality calls for the 
implementation of a Guaranteed (Universal) Basic Income (UBI). This would allot a certain 
amount of money to all working-age people in the country annually. The goal of a UBI is to give 
people a form of income to fall back on if necessary and to help decrease income inequality. 
However, while income inequality has various negative effects on our economy and a UBI seems 
like a good solution, there are alternative solutions that will better address the problem. 

The incomes of each social class increased at the same rate until around 1980. After this 
time, income inequality grew. There are three main factors that resulted in this growth of 
inequality: labor characteristics, market forces, and government policy. Labor characteristics 
include demographics and personal decisions. Some workers are older and more experienced 
than other workers, therefore they might earn more. Additionally, people choose to attain 
different levels of education. Someone with a college degree has a much higher earning potential 
than someone with just a high school diploma. Market forces include technology, changing 
demand patterns, and competition for labor. As technology becomes increasingly advanced, 
lower-skill jobs can be performed by machines, thereby putting lower-skilled workers out of 
work. Moreover, workers have to compete with cheaper, foreign labor. Many corporations would 
rather hire cheaper labor in a foreign country so they can maximize their profits. Furthermore, 
the rate at which workers are unionizing has decreased. This means workers cannot collectively 
bargain for better wages or working conditions. Lastly, government policy includes market 
influence and redistribution. Government market influence includes things like market 
regulations (competition policies) and labor regulations (minimum wage). Redistribution 
includes tax rates and income support. Income inequality will grow if competition and minimum 
wages are low. 

Income inequality matters for a variety of reasons. It has the potential to slow economic 
growth and concentrate resources among investors. However, we need a certain level of it. If 
there is too little or too much, various problems arise. If there is too little, individual motivation 
can decrease and economic growth can be slowed. If there is too much, in addition to the 
aforementioned problems, society would be more greatly divided, the political environment 
would be distorted, political participation would decrease, and investment in public goods (such 
as education and environmental protections) would decrease. Currently, our nation is 
experiencing these negative effects. For this reason, many are calling to decrease income 



inequality with a UBI. However, there are various reasons why implementing a UBI will not 
completely address the problem. Additionally, there are alternative solutions. 

A UBI would give every adult in the country a certain amount of money, guaranteeing 
them a source of income. While this sounds nice, it is not the most effective way of decreasing 
income inequality. According to The Atlantic, giving every working-age American a basic 
income equal to the poverty line would cost $2.14 trillion. Cutting all state and federal benefits 
for low-income Americans would save around $1 trillion, but there is still a large gap to fill. 
Furthermore, the Resolution Foundation calculated that taxpayers would actually pay more in 
taxes than what they would receive from a UBI. A UBI would make the amount of people 
receiving benefits increase dramatically, making it far too costly. Moreover, implementing a UBI 
would disincentivize hard work. People will feel less inclined to work hard if they know they 
have a guaranteed source of income to fall back on. Therefore, productivity could decrease. 
Additionally, there are too many people reliant on the current welfare state for it to be eliminated 
overnight. Providing a smooth transition from one welfare state to another would require more 
funding, thereby further complicating our current welfare state. Overall, implementing a UBI 
would be costly, timely, and would disincentivize hard work. For these reasons, a UBI is not a 
very effective approach to decreasing income inequality. 

In conclusion, implementing a UBI is not the most effective way of decreasing income 
inequality, but there are numerous other solutions to the problem. Firstly, the government can 
improve redistribution and predistribution programs. Redistribution includes taxes and transfers. 
Improving this to better reallocate money to low-income families can help solve the problem. 
Predistribution includes strengthening labor unions, encouraging collective bargaining, 
implementing minimum wages, and creating policies that favor laborers over business owners. 
Government actions such as these would increase the wages and working conditions of lower- 
skilled laborers. Furthermore, there are various things that can be done at the local level such as 
job training, training interview skills, and assistance with things like child care. To help decrease 
income inequality in the long run, it is crucial to make sure everyone has access to certain 
resources like education. The problem can be addressed by improving public education, reducing 
disparities in the quality of public education, improving counseling in low-income schools, 
implementing universal Pre-K, and upgrading the quality of elementary schools in low-income 
areas. Additionally, policy decisions like these would undoubtedly have positive externalities, for 
example, a better-educated nation. Ultimately, the current level of income inequality is too high, 
so action is needed to reduce this inequality. However, there are more effective, less costly 
solutions than the implementation of a UBI.  
 
 


