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The Cost of Universal Basic Income and the Financial
Capacity of the Chinese Government: An Empirical Study
Based on Martin Poverty Measurement

Xiao Han

(School of Politics and International Relations, Lanzhou University, Lanzhou 730000, China)

Abstract: In reforming and developing multilayered social security systems worldwide, the regular, uni-
versal and unconditional cash transfers for individuals have drawn the attention of both researchers and pol-
icy makers. This paper uses the data from the China Household Finance Survey, as well as the food poverty
line and the comprehensive poverty line calculated by the Martin Method, to estimate the cost of China's
UBI policy and the fiscal capacity, in order to evaluate the feasibility of implementing UBI under the condi-
tion of maintaining tax neutrality in China. The study found that: (1) calculated with the food poverty line,
the ratios of the UBI policy cost to GDP in the three scenarios are 8.80%, 6.07% and 4.72%, respectively;
(2) calculated with the comprehensive poverty line, the ratios of the UBI policy cost to GDP in the three
scenarios are 15.01%, 10.60% and 8.23%, respectively; (3) under the condition of tax neutrality, and in the
lowest-cost scenario 3 calculated with the food poverty line, the funds collected by the replacement of the
existing welfare policy, economic growth and tax adjustment can merely cover 40.47 percent of the policy
cost, indicating that the UBI policy is not feasible in the short and medium term; and (4) for the underdevel-
oped regions or those with large populations, such as Henan, Hubei, Hunan, Gansu, and Qinghai, the cost of
the UBI policy exceeds the local financial capacity and thus needs the central government's transfer pay-
ments. The UBI is a systematic program which can have a profound impact on social development. It re-
quires extensive pilots based on research and publicity, as well as the central government's engagement and
growing sources of financing,

Key words: universal basic income; cost estimate; government's fiscal capacity; Martin Method Poverty

Line; multilayered social security systems
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