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ABSTRACT

We recommend the institution of a Global Citizen Income as a stepping stone toward foster-
ing social, civil and political citizenship at the global level. We outline a gradual implemen-
tation roadmap and propose increased international aid, a mix of progressive global taxes
and a carbon tax, to fund it. A Global Citizen Income would provide an automatic safety net
against systemic shocks like COVID-19 and empower individuals starting, from the most
vulnerable. We urge the G20 to take the lead in establishing a Global Citizenship Fund and a
Convention for Global Citizenship under the aegis of the United Nations.
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CHALLENGE

Growing inequalities in both income and wealth at the national level, accompanied by in-
come stagnation for large swathes of the population even in rich countries (Alvaredo et al.
2018), have contributed to creating a general sense of disaffection towards democratic in-
stitutions. The persistence of high levels of inequality globally has dented the legitimacy of
global institutions. According to the Edelman Trust Barometer (2021), covering 28 countries
worldwide, governments are the least trusted societal leaders, among the seven categories
considered. Perhaps more worryingly, people around the world have lost trust in their lead-
ers but also in each other during 2020, with China recording the largest drop in trust. This
recent fall in trust in governments compounds a negative trend in both High-Income Coun-
tries (HIC) and Low-Middle-Income Countries (LMIC) (Figure 1 and Appendix: Figure 4). Trust
in international institutions, such as the IMF and the World Bank, is even lower than trust in
national governments (Appendix: Figure 5).

FIG.1- EVOLUTION OF TRUST IN GOVERNMENTS (WORLD VALUE SURVEY)
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Note: The graph shows the (population-unweighted) average of the percentage of respond-
ents who answered “A great deal” or “Quite a lot” when asked how much confidence they
have in the government in their nation’s capital, in the 30 countries included in the three last
waves of the World Value Survey (WVS time-series, 1981-2020). See Appendix: Figure 4 for the

country breakdown.

The COVID-19 pandemic has laid bare structural inequalities not only in economic outcomes,
but also in preparedness for systemic crises. These two types of inequality have reinforced
each other, so that the most socially and economically disadvantaged people are also those
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most exposed to the economic fallout and health threats from the pandemic (Egger et al.
2021; Bottan et al. 2020). This is the case both within countries and globally. The World Bank
(2020) estimates that between 143 and 163 million people will become poor as an effect of
the pandemic, thus reversing a trend of decreasing poverty that has lasted for several dec-
ades (Figure 2). The ILO (2020) estimates that 1.6 billion people living in LMIC (out of 2 billion
people active in the informal economy) now find their livelihoods under threat because of
COVID-19.

FIG. 2 - THE IMPACT OF COVID-19 ON GLOBAL EXTREME POVERTY
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Note: Extreme poverty is measured as the number of people living on less than 51.90 per day. 2017 is the last year with official global poverty
ectimatas, Resi!lr.:. are categorized using PovealMet definition,

This crisis calls for the establishment of safety nets against uninsurable events that can be de-
ployed as quickly and effectively as possible, and the remediation of fundamental structural
inequalities in economic outcomes and preparedness against risks. While HIC can finance
safety nets through public debt, LMIC lack the “fiscal space” to do so (Hausmann 2020). With
more than US$ 100 billion of financial capital having flowed out of LMIC in 2020, remittances
having fallen by $100 billion, and oil and gas revenues plunging by 85%, LMIC are on brink
of the worst debt crisis since 1982 (Eichengreen 2020). The initiatives taken by the G20 and
the IMF to alleviate the LMIC debt burden (see Appendix) have been largely insufficient. At
the intensive level, additional disposable resources are small in comparison with needs and
are attached to “stigma effects” that make financing debt on markets more difficult. At the
extensive level, many Middle-Income countries (MIC) are at high risk of default but are not
included in these schemes. A moratorium on debt service payments similar to the one re-
cently implemented by the G20 proved to be insufficient in the 1980s under the so-called
Baker plan. There is no reason to believe that the situation is any better today - if anything, it
is worse. Safety nets are all the more needed because global crises of a different nature — ep-
idemic and environmental — and of even greater gravity will hit societies in the future.
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The G20 has repeatedly expressed its commitment to implementing global policies based
on inclusiveness, consistent with the “no one left behind” principle (see points 22 and 24 of
the Riyadh G20 final summit communiqué). Nevertheless, the gap between stated inten-
tions and actions is wide, as the rise in poverty as a consequence of COVID shows. This is
partly the result of the insufficiency of global-level redistribution.

If institutions fail to provide for their citizens in situations of crisis, it is not far-fetched to en-
visage a scenario of collapse of the social order both nationally and internationally. A new
global social order should be based on a renewed sense of global citizenship.
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THE FOUNDATIONS OF A GLOBAL CITIZEN INCOME

We advocate the institution of a Global Citizen Income (GCl), funded by progressive inter-
national taxation and international aid, as an effective instrument to counter the challenges
illustrated above. A Citizen Income (Cl, also often called universal basic income) is a periodic
cash payment unconditionally delivered to all, on an individual basis, without means-test or
work requirement (Paine 2000; Meade 1995; van Parijs 1997; Straubhaar 2018). A GCl is a CI
extended to all citizens of the world (Van Parijs and Vanderborght 2017). A basic income is
a way to fulfil the widely shared idea that no one should be left without the means to live
a dignified life, acknowledging that every human has an entitlement to receive a dividend
from the exploitation of natural resources (Steiner 1994) and inherited infrastructures. It can
thus also be justified as compensation from high carbon-emitting countries to low-carbon
emitters. In addition to philosophical arguments, there are also economic, political and so-
cial arguments, which are reviewed in Grimalda et al. (2020).

WHAT TRANSFER LEVELS ARE APPROPRIATE?

Choosing the appropriate transfer level for a GCl is crucial. Too low a level will make it irrele-
vant. Too high a level may lead to perverse effects like labour supply reduction. An obvious
candidate isthe international poverty line set by the World Bank at PPP-$1.90. The use of one
level only for international assessment has the advantage of having a single metric whereby
all countries can be assessed with respect to poverty. Nevertheless, the World Bank also
suggests considering four different poverty lines specific to the four income groups it iden-
tifies: PPP-$1.90 for Low-Income Countries (LIC); PPP-$3.20 for LMIC; PPP-$5.5 for High-Mid-
dle Income Countries (HMIC); PPP-$21.7 for HIC (Jolliffe and Prydz; 2021; Gentilini et al. 2019).
Multiple poverty lines are adjustments that incorporate Amartya Sen'’s idea of poverty as
lack of capabilities. Accordingly, different baskets of goods and services are necessary in
different countries to permit similar level of capabilities. These levels roughly correspond to
transfers equal to a quarter of a country’s GDP within each income group. They are thus in
line with the recommendation by Van Parijs and Vanderborght (2015).

Many cash transfer programmes have been tested, thanks to the diffusion of mobile money
(Sury and Jack 2016). Beneficial effects have generally been found on a broad variety of out-
comes, such as monetary poverty, education, health, nutrition, savings, employment and
empowerment (Bastagli et al. 2016). Recent Randomized Control Trials (RCTs) conducted on
unconditional cash transfers (UCTs) have made it possible to analyse specific aspects, such
as the effects of transfer size. We can draw the following conclusions:

Increasing the transfer size generally leads to statistically significant improvements
in the outcome variable. Improvements tend to be slightly less than proportional,
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suggesting moderate decreasing returns to scale (Haushofer and Shapiro, 2016; Bas-
tagli et al. 2016). McIntosh and Zeitlin (2021) explicitly test deviations from linearity in
the variation of outcomes on transfer size, comparing small transfers (approximately
PPP-$0.64 per daylll') with large transfers (PPP-$4.13 per day) in a UCT programme
in Rwanda. They find only two deviations from linearity out of 24 outcomes. The large
transfer was disproportionately more beneficial on house quality, but the small trans-
fer was actually disproportionately more beneficial in reducing borrowing.

Most UCTs have either insignificant or positive effects on labour supply. The only cases
of negative effects on labour supply are for the elderly (Bastagli et al. 2016). In a recent
study, though, McIntosh and Zeitlin (2020) find the tendency for labour supply to de-
crease for very high transfers (PPP-$8.88) in comparison to less large transfers (PPP-
$4.80) in Rwanda.

For very low transfers, effects are small but still positive. For instance, for transfers
equal to PPP-$0.52, an index of financial health improved by 15.5% in comparison to
the baseline in Colombia (Londono-Vélez and Querubin 2021). One study finds neg-
ative, albeit statistically insignificant, effects on some outcomes for low transfers of
PPP-$0.52 in Rwanda (Mclntosh and Zeitlin 2021).

The fear that money transferred to the poor will end up in “temptation goods”, e.g.
alcohol and tobacco (Banerjee and Mullainathan 2010), — appears unfounded (Evans
and Popova 2014). On the contrary, UCT recipients seem eager to use the transfers on
beneficial activities, such as paying off their debts.

Egger et al. (2019) examined the community impacts of a UCT in Kenya, looking at joint
effects for treated and non-treated households living in the same village. They find a
fiscal multiplier effect of 2.5 for a programme worth 15% of local GDP (equivalent to
PPP-$4.59) and minimal effects on inflation. The mechanism is demand-led, as UCTs
increase demand for local consumption goods, which causes a rise in employment
and wages, thus benefiting untreated households, too. Treated individuals also de-
clare higher willingness to help fellow villagers.

STEP-1 GCI: TACKLING THE COVID-19 EMERGENCY

On the basis of the analysis of section 2, the PPP-$1.90 level appears sufficient to lead to
positive significant effects on desirable outcomes such as consumption, health and savings
in LIC and LMIC.

We call for the urgent implementation of a GCl worth PPP-$1.90 in the poorest coun-
tries. We advise the G20 to cover as many LIC and LMIC as possible, using resources
that can be mobilised in a relatively short time, based on existing commitments, debt
relief, developments in international taxation, and tackling tax havens (see also Atkin-
son 2006).
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National governments have already responded with an unprecedented expansion of cash
transfers to combat the COVID-19 crisis. In 2020, 1.2 billion individuals received cash transfers
as a form of aid, out of 1.8 billion individuals benefiting from some forms of aid (Gentilini et
al. 2020). This proves the suitability of this instrument in crisis situations (Blofield et al. 2027,
Blofield and Filgueira 2020).

Finding financial means to support the Step-1 GCl is of course difficult under economic
contraction.

« Bringing ODA in line with the UN target: ODA by DAC countries, expressed on a
grant-equivalent basis, amounted to US$ 161.2 billion (OECD 2021a). In spite of the rise
in ODA over the last two decades, total ODA equalled 0.32% of DAC’'s combined GNI,
falling well short of the target of 0.70% of GNI set by the UN. Should the DAC countries
as a group comply with this target, US$ 200 billion could be made available and devot-
ed to funding the Step-1 GCI. This sum could be considerably larger if other countries
that are not part of DAC, e.g. China, also contribute to this fund. Debt relief should be
explicitly prioritised, given its prolonged beneficial effect in ensuring higher “fiscal
space” in LMIC. We assume that $270bn may be obtained from this item.

- Tax on multinational corporations: Saez and Zucman (2021) propose a 0.02% tax on
the stock value of large corporations, yielding about US$ 180 billion in revenues. The
G20 has plans for a minimum tax on corporate profits, which is expected to yield a
similar amount. We recommend that half of such tax receipts be devoted to funding
the GClI, for a total of US$ 180 billion.

- Tackling tax havens: Although figures are highly speculative, tax havens have been
estimated to collectively cost governments around US$ 600 billion a year in lost cor-
porate tax revenues (Cobham and Jansky 2018; Crivelli et al. 2015) and around US$ 200
billion for income tax losses for individuals (Zucman 2017), the latter being a conserv-
ative estimate (Henry 2016). Assuming the political will to tackle tax havens, it can be
estimated that around US$ 200 billion may be recovered. We advocate that half of this
amount be devoted to funding the GCI, for an amount of US$ 100 billion.

- Digital levy: For 2020, the worldwide value of online sales is estimated at US$ 4.2
trillion and is projected to surpass US$ 5.4 trillion by 2022. A moderate 1% tax on on-
line shopping would generate around US$ 50 billion, an amount that would quickly
increase as online shopping becomes more common.

Although these figures are tentative, the resulting US$ 600 billion could be mobilised in a
relatively short period of time, with political will, to fund a First-Step GCI. This sum equals
around 0.75% of world GNI and would enable the payment of PPP-$1.90 to all people living
in India and in all countries poorer than India (see Figure 3). This would mean that 2.67 billion
people living in countries with per capita GNI of less than US$ 2,076 would be brought up to
the poverty line.2222
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G20 countries should take the lead in putting together the necessary legislative, political
and financial means to establish a Global Citizenship Fund under the aegis of a newly cre-
ated UN Convention for Global Citizenship. This Convention should be open to all countries
willing to contribute, and should be charged with the task of managing the Global Citizen-
ship Fund and setting up the pay-outs in different countries. This Convention could be sim-
ilar in character to the existing COVAX facility providing access to vaccines to LMIC and may
be open to philanthropic donations.

FIG. 3 - GCl EXPENSES RELATIVE TO WORLD POPULATION COVERAGE
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Note: Figure 3 plots the value of GCI transfers (as a percentage of world GNI) against the
share of world population that would be covered. The black dotted line, the red dashed line
and the solid blue line, represent the three steps of implementation of the GCI that we rec-
ommend. The three vertical lines identify thresholds for LIC, LMIC, HMIC and HIC, according

to World Bank definitions. Coverage is computed assuming that all residents of a country
falling below a certain GNI threshold receive the GCI.

Source: Authors’ elaboration

STEP-2 GCI: EXTENDING COVERAGE
TO THE FULL WORLD POPULATION

In his pioneering essay analysing the establishment of the notion of citizenship in England,
Marshall (1963) distinguished three types of citizenship. Civil citizenship concerns individual
freedom, liberty of movement, freedom of speech, thought and faith, and the right to prop-
erty and justice. Political citizenship concerns the right to participate in the exercise of po-
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litical power, either as a voter or as a candidate in elections. Social citizenship concerns the
right to a minimum level of economic welfare and security. For Marshall, modern citizenship
is the way in which communities harness market forces and allow for basic forms of equality.
The state is its architect.

We draw two lessons from Marshall’'s analysis. First, citizenship has been constructed in all
the three domains. Before the Middle Ages, citizenship was virtually non-existent for most
people under all the three domains, and gradually developed. Citizenship does not exist in
natural form; rather it is the result of a political and social process. Second, the three do-
mains of citizenship have developed sequentially rather than jointly.

We believe that citizenship may, and should, be constructed at the global level, similar to
how it has been constructed at the national level. A GCl would arguably be a cornerstone
for global social citizenship, as it would grant every individual, in each society at a given
moment, the Mmaterial set of resources that is necessary to lead a dignified life. Civil and
political citizenship may follow suit, possibly driven by social citizenship. Given the scale of
the current challenges facing humanity, constructing global citizenship is indispensable in
conferring legitimacy to the political institutions that should combat such challenges.

As a Second-Step GCl, to be implemented within a five- to 10-year horizon from
now, we recommend that the whole world population be covered by the PPP-
$1.90 transfer.

On the basis of the RCT studies reviewed in section 2, this amount is likely to be small in MIC
and close to irrelevant for most people in HIC, although still relevant for vulnerable people
even in HIC. All the same, we believe that it is important to establish a principle of the global
right to a minimum income. The funding should come from some of the sources reviewed
in the next section. In this stage we encourage individual countries to “top up” the amount
covered by the GCl out of national financial resources to fill the gap with the multiple thresh-
olds indicated by the World Bank in section 2.

STEP-3 GCI: IMPROVING THE INTENSIVE MARGIN OF THE GCI

As a third step for the GCl, we call for the universal increase of the GCl to the sec-
ond level suggested by the World Bank, that is, PPP-$3.2.

According to the evidence reviewed in section 2, this level of UCT would remain beneficial
for desirable outcomes, and the possible negative effects of reduced labour supply for large
transfers would not yet appear.

The switch to this new level should occur as soon as newly created global taxation for the
funding of the programme is implemented. The taxes we propose combat a set of global
public bads and negative externalities: extreme wealth concentration, climate change, fi-
nancial and economic instability.
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- Global wealth tax. A wealth tax is an annual tax levied on the net wealth that a house-
hold (or an individual) owns above an exemption threshold. Wealth taxes at the na-
tional level are rarely used and do not cover more than 0.5% of total tax revenues (Fig-
ure 6). Nevertheless, a majority of the public in several countries support a wealth tax,
the percentage ranging from 62% in Spain to 79% in Canada (Figure 7). Proposals to
tax the super-rich internationally —in particular at the EU level —and globally have been
made (Sachs et al. 2018; Landais et al. 2020). Personal wealth is often hidden in tax ha-
vens, so it is not easy to estimate the potential revenues (Tgrslgv et al. 2018). According
to Credit Suisse (2017), 36 million millionaires around the world in 2017 — about 0.5% of
the world population — owned wealth worth US$ 128 trillion, while 2,208 billionaires
owned wealth worth US$ 9.1 trillion (Sachs et al. 2018). Taxing the millionaires at 2%
per year and billionaires at 3% — in line with some of the above proposals — would have
raised US$ 2.65 trillion, equivalent to 3.3% of world GDP in 2017. Equivalent amounts
may be expected to be raised for the future. National governments should be put in
charge of levying taxes on their citizens if they are eligible for taxation. The revenues
should then be transferred to the Global Citizenship Fund.

Carbon tax: A global system of carbon taxation could raise around US$ 1.6 trillion per
year between 2020 and 2030, i.e., around 1.9% of current world GDP (Jacob et al. 2016).
Should a carbon tax be regressive in some countries, compensatory measures to the
poor should be undertaken (Schwerhoff et al. 2017; Klenert et al. 2018).

Tobin Tax: Taxing financial transactions worldwide, amounting to no less than US$ 12,000
trillion, at the rate of 0.1%, would generate around 7% of the world GDP as revenue —even
assuming that half of the tax base would be lost, due to either avoidance or evasion.

This set of taxes would be progressive in character, as it would weigh disproportionately on
the richest, and would yield an overall financial capacity of around 12% of world GNI. The
overall cost of the proposed GCl plan is US$ 4.25 trillion, equivalent to 5.22% of world GNI.
The fiscal capacity of the above taxation is thus more than twice as much the financial re-
quirement of a GCl. The slack may be allocated to other goals, in particular fostering invest-
ments to combat climate change, or to support the Sustainable Development Goals.

SHOULD THE GCI BE UNIVERSAL
OR TARGETED AT THE POOR?

A common objection to a Cl is that it benefits people who are not in need, thus decreasing
the transfers that the really needy can receive. An alternative to universality is to target poor
people through means-testing. Since means-testing is prone to evaluation errors, stigma ef-
fects and a lower than desired take-up rate, and since it also engenders poverty traps (Atkin-
son 2015), a trade-off exists between universality — providing less to all - and targeting — pro-
viding more to the needy, but with a margin of error. It may be thought that means-testing
is difficult in LMIC for people employed in the informal sector. However, proxy-means test-
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ing — that is, means-testing based on observable characteristics of wealth, such as house @'

construction materials — have been proved to be both relatively effective and cheap in LMIC.
Alternatives, like letting communities choose who is needy, have also been tested (Hanna
and Olken 2018).

In our view, the main argument in favour of universality of transfers is not financial but rath-
er related to the very idea of social cohesion that the GCl is designed to attain. Conditional
programmes entrench divisions in the population, especially between people at the fringes
of eligibility, and such divisions may beget social struggles that would make societies less
rather than more cohesive. Such programmes generally trigger backlashes that, through
political processes, keep these programmes insufficient and quasi-punitive, and block the
creation of more generous programmes. Although research is still preliminary, negative
psychological and even consumption effects have been recorded in people not receiving
benefits in comparison to those receiving benefits in targeted programmes (Haushofer et
al. 2019a; 2019b). It should be added that GCl should be accompanied by an increase in pro-
gressivity of income tax, so as to sterilise the beneficial effect on the rich (Tondani 2009;
Francese and Prady 2018). In sum, we believe that the positive societal externalities of a
GCl far exceed those of targeted programmes, and go beyond providing protection against
risks, to offer real independence and empowerment.
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NOTES

"RCTs vary a lot depending on length of intervention, frequency of transfers and transfer
size. We have sought to make transfers comparable by dividing the total transfer handed

out over the intervention by the length of the intervention, thus expressing it in transfer per
day.

2Countries may be ordered according to their HDI ranking, rather than their GNI ranking.
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