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Discussions on how to face problems regarding the changes within labor markets due to technology have 
so far been led by economists, who have mostly suggested a change within the social security system via 
the introduction of an unconditional basic income (UBI). Since Finland launched an experiment which 
examines the introduction of a UBI as a possible solution to these changes at the beginning of 2017, certain 
legal as well as socio-economic aspects will be pointed out that generally have to be considered by national 
governments when introducing a UBI. The second part of the essay focuses on possible different designs 
of the so-called “Robot-tax” which recently has been one of the central point of debate in relation to the 
overtaking of typically human jobs by AI and their impact on state finances. The two different scenarios, 
referred to A and B, represent the basis for a possibly necessary adaptation within social security law as 
well as the tax law sector. The main reason we chose to discuss the possible implementation of a UBI and 
of a “Robot-tax”, instead of other possible measures, is that current discussions, especially within Europe, 
mainly focus on exactly these instruments.
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1. Introduction

The focus of this paper1 is artificial intelligence (AI),
which consists of intelligent computer programs that
can perform tasks generally requiring human intel-
ligence. Their main application can now be found
in technologies whose applications characterize self-
driving cars, drones, and virtual assistants, and goes
from new types of “machine learning” to “intelli-
gent” robots and computers that are capable of self-

programming and of finding solutions from first prin-
ciples2. In this paper we only consider AI which is
not completely autonomous, that is to say, that it
still requires human intervention.

The current prevailing estimation regarding the
effects of AI on our labor markets predicts two poten-
tial outcomes: a lack of jobs and the resulting mass
unemployment (referred to as Scenario A) or a com-
plete change of required skills as a result of newly-
created jobs (referred to as Scenario B). Even though
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one can argue that other scenarios might also be pos-
sible in future, we decided to focus on these two since
they are the most frequently discussed these days.

According to a British study conducted by Frey
and Osborne3 47% of jobs in the US are at risk be-
cause of automation, which is an indication that Sce-
nario A might become reality within the next 10-20
years. Applying their data to Europe, about 53% of
jobs might soon be subject to automation4. Howe-
ver, the results do not take into consideration that
other jobs may arise from these developments, sin-
ce only the probability of the computerization of
current existing jobs was examined5. The reason
this time shall be different to other industrial revo-
lutions, as argued by Brynjolfsson and McAfee6, is
that, routine tasks are not the only ones at risk, so
are non-routine cognitive tasks.

On the contrary, Scenario B refers to the fact
that there has always been some kind of change in
qualifications throughout history – one need only
think of the Industrial Revolution – and thus this is
just a new era, which requires adaptations in training
and developments. Autor argues that «[j]ournalists
and even expert commentators tend to overstate the
extent of machine substitution for human labor and
ignore the strong complementarities between auto-
mation and labor that increase productivity, raise
earnings, and augment demand for labor.»7

As a result, it may be more beneficial to fo-
cus on how employees can adapt to the new skills
which will be required for tomorrow’s jobs. Accor-
ding to the Organization for Economic Co-operation
and Development (OECD), such skills shall inclu-
de Information & Communication Technology (ICT)
skills as well as solid literacy, numeracy and problem-
solving skills to use ICT effectively8. Additionally,
one should not forget the changes to the labor mar-
ket such as a shift to self-employment (e.g. from the
rise of start-ups) or precarious work due to new types
of work (e.g. crowdwork) that most probably will be
inevitable.

Assuming Scenario A will be tomorrow’s reality,
countries will have to redefine current tax systems
since there might be a huge loss in terms of revenue
derived from wage-based taxes. For some States, this
constitutes the main source of income (e.g. Austria).
On the other hand, as a result of Scenario B, our cur-
rent systems may also be affected by these changes
and, therefore, our current social welfare systems as
well as tax systems may have to be subject to reform.
In order to contribute to these uncertainties, the goal
of this paper is to analyze possible solutions from a
tax law, as well as social security law, perspective.

The paper contains two main parts as well as
an introduction and conclusion. Discussions on how
to face problems regarding the changes within la-
bor markets due to technology have so far been led
by economists, who have mostly suggested a change
within the social security system via the introduc-
tion of an unconditional basic income (UBI). Since
Finland launched an experiment which examines the
introduction of a UBI as a possible solution to the-
se changes at the beginning of 2017, the first part
of this paper analyses positive as well as negative
aspects of the Finnish trial. Furthermore, certain le-
gal aspects will be pointed out that generally have to
be considered by national governments when intro-
ducing a UBI. The second part of the paper focuses
on possible different designs of the so-called “Robot-
tax” which recently has been one of the central point
of debate in relation to the overtaking of typically
human jobs by AI and their impact on state finan-
ces. The two different scenarios, as described above,
represent the basis for a possibly necessary adapta-
tion within social security law as well as the tax law
sector. The main reason we chose to discuss the pos-
sible implementation of a UBI and of a “Robot-tax”,
instead of other possible measures, is that current di-
scussions, especially within Europe, mainly focus on
exactly these instruments. The conclusion will sum-
marize the key aspects and findings resulting from
either scenario.

2. First Part: UBI and the Finnish
Experiment

A UBI is a sum of money to which every citizen is
entitled. Since a basic income replaces all, or at lea-
st the majority of, social benefits the introduction of
such a regime seeks to reform welfare systems that
are currently based on insurance/assistance models
and strictly linked to employment. Recipients do
not have to meet any requirements (e.g. a means
test, contribution periods), or fulfill certain tasks to
“earn” their entitlement (e.g. demonstrating a wil-
lingness to re-integrate into the labor market). In
fact, payments are completely unconditional9.

Thus, the introduction of a UBI seems very temp-
ting, especially if driven by the idea of inequality
reduction10. At the same time, it will be very dif-
ficult to implement if one takes into consideration
that the introduction of such an instrument shall re-
place current social welfare programs and therefore
require restructuring of the allocation of public finan-
ces. Discussions regarding a UBI have already been
held by famous politicians, philosophers and econo-
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mists, from Erich Fromm to Martin Luther King Jr.,
and are therefore certainly not a new phenomenon.
However, the idea seems to gain a new perspective
through recent developments in the area of AI and re-
sulting changes within labor markets, since employ-
ment for everybody cannot be guaranteed with cer-
tainty as discussed above. In both Finland and the
Netherlands, a pilot project introducing a UBI was
recently launched at the beginning of 2017. While
UBI trials have been conducted around the world
for several decades11, the Finnish experiment has
unique characteristics and therefore deserves to be
observed and analyzed by lawyers, economists, po-
liticians and other professionals around the world.
While there has been an ongoing debate about both
the advantages and disadvantages of such a regula-
tion, this paper focuses on recent developments and,
especially, legal aspects that have to be taken into
consideration when analyzing a UBI.

2.1. Legal Prerequisites for the Introduction
of a UBI

Assuming a political agreement regarding a basic in-
come can be achieved, certain legal aspects still have
to be considered to make an implementation legally
viable. Therefore, concerns about whether a basic
income scheme fits into the different national legal
frameworks, are legitimate and need to be addressed.
The biggest legal concern when talking about a UBI
is whether it will be in accordance with our consti-
tutional frameworks. Moreover, other legal aspects
have to be dealt with during the framing as well as
implementation process. The latter, of course, refers
to issues that are limited in its time effects and that
will not be a problem after some time.

2.1.1. Principle of Equality and European
Social Rights

Pursuant to the established case law of the Euro-
pean Court of Justice (ECJ), the principle of equa-
lity is defined as “one of the fundamental principles
of Community law. This principle requires that si-
milar situations shall not be treated differently un-
less differentiation is objectively justified.” Moreo-
ver, the ECJ ruled “that different situations must not
be treated in the same way unless such treatment is
objectively justified”.

Furthermore, the principle of equality is also laid
down in Article 20 of the Charter of Fundamental
Rights (CFR)12. Current European social welfare sy-
stems are mainly based on reciprocity, solidarity and
an individual’s need proven through a means test.

Due to the fact that a UBI aims to replace most
social benefits, one can argue that such a scheme
may infringe upon the principle of equality if it re-
sults in a complete reduction in benefits. However,
since decisions regarding social security systems are
made by Member States according to Article 153(4)
of the Treaty on the Functioning of the European
Union (TFEU)13, within a Member State a UBI can-
not be declared contrary to European Union (EU)
legislation14.

Therefore, a UBI has to be interpreted in light of
the equality principle of each national constitution.
Even though national interpretations of this princi-
ple might differ from country to country, in most Eu-
ropean countries it is more or less defined as stated
by the ECJ and thus there is a generally applicable
definition within the EU. However, it is questiona-
ble whether a reform that promotes the introduction
of a UBI scheme through a replacement of our cur-
rent social welfare system may violate the principle
of equality at the national level. Since certain natio-
nal constitutions do not state that governments need
to take positive action such as paying out additional
benefits to equalize one’s situation, such a scheme
might still be in accordance with different national
constitutions.

Others might argue that it is more than evident
that the introduction of a UBI scheme which aims
to replace all kind of benefits, in the worst case even
medical care, is an obvious breach of the principle
of equality since a healthy and sick person cannot
be treated the same way because they do not ha-
ve the same needs (both get e 1000, but one is in
need of more in order to be able to pay his medi-
cal bills). The same applies to a situation in which
a disabled person would require special treatment15,
or a situation in which an old person needed to stay
in a retirement home, if we assume that in all these
cases a UBI will not be sufficient to cover all needed
expenses. Bob Hepple argued that even though some
states do not entitle citizens to social rights in their
national constitutions, not taking appropriate posi-
tive action can be seen as a violation of the principle
of equality16.

Even if a UBI scheme designed as described above
is legally viable in light of the principle of equality,
it is, in our point of view, questionable whether this
is a step in the right direction towards an improve-
ment of current social welfare systems. The basic
intention of a UBI scheme might be good and re-
spectful, but its effects devastating (see the examples
above). This said, such a restrictive approach might
be incompatible with Art. 34 CFR which states that
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“[t]he Union recognises and respects the entitlement
to social security benefits and social services provi-
ding protection in cases such as maternity, illness, in-
dustrial accidents, dependency or old age, and in the
case of loss of employment [...].“ or Art. 26 CFR ac-
cording to which “The Union recognises and respects
the right of persons with disabilities to benefit from
measures designed to ensure their independence, so-
cial and occupational integration and participation
in the life of the community.“ Furthermore, Art. 35
CFR states the following: “Everyone has the right
of access to preventive health care and the right to
benefit from medical treatment under the conditions
established by national laws and practices. A hi-
gh level of human health protection shall be ensured
in the definition and implementation of all Union
policies and activities.“

Art. 2 of the Lisbon Treaty17 also highlights the
fact that solidarity as well as human dignity is one
of the common values that should prevail in a socie-
ty. Furthermore, the European Parliament “insists
on the importance of preserving the values and prin-
ciples underpinning all health care systems in the
European Union, which comprise universal coverage,
solidarity in financing, equity of access and the pro-
vision of high-quality health care“18. Moreover, “the
guarantee of adequate social protection” is also men-
tioned in Art. 9 TFEU as well as in Art. 151 TFEU
with respect to the European Social Charter (ESC)19
which mainly focuses on social rights, and which en-
tered into force in 1999 and has also been described
as the “Social Constitution of Europe”20. Art. 13
ESC explicitly points out that a person in need wi-
thout adequate resources should be granted social
assistance and, if he gets sick, the care necessitated
by his condition.

However, all these provisions are formulated as
commitments and they act as an instrument of soft
law. Despite the fact that these provisions are not
legally enforceable, they can be seen as respected
European values. Thus, it is very important that
the concrete design of a UBI and its impacts on all
other benefits are critically evaluated by national
governments and politicians. Consequently, only the
introduction of a UBI combined with certain means-
tested benefits would not jeopardize current social
security standards when taking into consideration
European values.

2.1.2. Legal Issues Regarding the Implemen-
tation Process

Moreover, from a civil law perspective within conti-
nental Europe, the introduction of a UBI can only

be undertaken on a legal basis since it gets funded
through the financial budget of the government. Ad-
ministrative actions may only be taken on the ba-
sis of a legal authorization (e.g. by an act, decree
depending on national legal frameworks).

Consequently, a study has to be undertaken
about which entity has the competence to implement
a UBI. Depending on a country’s structure (e.g. fe-
deral state, centralized state, etc.) powers and re-
sponsibilities might be allocated between different
governmental bodies (such as a central government
and regions/cantons or a federal state and regional
states, as is the case in Austria and Germany). An
examination of who the competent legislator is for
the introduction of a UBI in Germany has already
been carried out by a research group of the Ger-
man Parliament and the results show a legal gap21.
That is why, for the case of Germany, a new con-
stitutional provision that empowers the legislator to
implement such a social policy would be necessary.
Since this would require regulation on the constitu-
tional level, under German law, it has to be approved
by a two-thirds majority in the German Parliament,
which is difficult to achieve if parties do not agree on
the necessity of a basic income regime.

In order to implement a UBI, further legal issues
have to be considered in order to protect citizens’ le-
gitimate expectations. A replacement of certain in-
surance based benefits (e.g. unemployment benefits)
with a UBI that results in a lower payment overall
might not be in accordance with several nation’s con-
stitutions, since recipients are entitled to a legitimate
expectation of receiving a higher sum depending on
their previous salaries (in Austria: Art. 7 B-VG,
the principle of the protection of legitimate expecta-
tions, in German Vertrauensschutz 22). That is why
the implementation of a full basic income that also
acts as, for example, unemployment benefits, cannot
be justified for employees that have already “earned”
their entitlement to a specific employment benefit ra-
te for a specific period of time. To prevent a breach
of the principle of the protection of legitimate ex-
pectations, the sum of a UBI has to be at least as
high as previous unemployment benefits. Otherwise,
the new legal situation can solely apply to a.) per-
sons that are not yet part of the labor market or b.)
persons that have already received their unemploy-
ment benefits for a specific period of time and thus
are not/no longer entitled to entertain a legitimate
expectation in that matter.

Similar considerations also apply to other
contribution-based benefits such as pension. As a
consequence, a simultaneous introduction of appro-
priate adaptation periods applying to the parties
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concerned is necessary. However, transition periods
for unemployment benefits solely have to comprise
a short term since unemployment benefits are just
granted for a few weeks/years (depending on natio-
nal legislations, in Austria f.e. the period of enti-
tlement is from 20 weeks up to 3-4 years depending
on the recipient’s contribution periods and partici-
pation in training). Regarding pension payments,
on the other hand, longer-lasting transition periods
have to be implemented, since – within the current
system – people are entitled to them for a longer pe-
riod of time. Consequently, they shall draw benefits
for a longer period of time.

2.2. UBI and EU Law

According to a study on basic income conducted wi-
thin the EU, about 64% of European citizens are in
favor of a UBI23. However, the EU does not have the
competence to implement a UBI, since decisions re-
garding social security systems are made by Member
States according to Art. 153 (4) TFEU. Therefo-
re, the EU can only suggest or invite Member Sta-
tes to evaluate and take the introduction of a UBI
model into consideration. Nevertheless, through the
implementation of a UBI at the national level, que-
stions regarding EU law arise, since such a scheme
has to be in accordance with certain social securi-
ty rules that are linked to the free movement of EU
citizens (Regulation 883/2004 and 987/2009 as well
as Regulation 492/2011 and Directive 2004/38/EC).
Among several others, the following questions have
to be considered: Can a government entitle only its
own citizens? Do there have to be other prerequisites
for an EU citizen to be eligible in another Member
State? Is such a payment exportable within the EU?
In other words, assuming Finland implemented UBI
for all citizens, is a Finnish citizen still entitled to re-
ceive it when moving to another EU-Member State?
Further examination and interpretation of a UBI in
light of the rules, and especially the judgments, of
the ECJ will be necessary24.

2.3. The Finnish Experiment

2.3.1. Background

In Finland, there has been a wide discussion on the
implementation of a UBI for decades25. In 2015,
plans to launch a study and research on possible ways
for carrying out an experiment were part of the cur-
rent Finnish Government’s “Government Program-
me”26. Consequently, an interdisciplinary research
group, led by Olli Kangas, the director of govern-
ment and community relations at the Finnish So-

cial Insurance Institution (KELA27), was assigned
to work on four different models (a full UBI, par-
tial UBI, negative income tax and other basic inco-
me schemes) to narrow done the scope of possible
designs for a basic income experiment in Finland.
Members of the research group included professio-
nals and scholars from different universities (Helsin-
ki, Tampere, Turku, Eastern Finland), the Finnish
Innovation Fund (Sitra), Policy Institute Tänk, the
Institute for Economic Research (VATT) as well as
KELA28. The budget for the experiment reserved by
the Government amounts to e 20 million29.

Several motives for the experiment are mentio-
ned by the Government, KELA as well as the re-
search group, and are among others: The experiment
examines the application of this alternative scheme,
which implies the adaptation of the social security
system to counter changes in the labor market such
as new forms of self-employment, precarious work
and zero-hour contracts30. Therefore, the introduc-
tion of a UBI is seen as a possible answer to the upco-
ming changes our working lives will experience, and
consequently, as an instrument that can tackle the
resulting problems. Within the current system, se-
veral means-tested benefits such as housing allowan-
ce, social assistance and labor market subsidies are
paid on top of each other, and whenever a recipient
of such benefits becomes employed, work does not
pay because of marginal tax rates that amount up to
80-100%. In other words, people that re-integrated
into the labor market lose the entitlement to parts
of their benefits and thus, even though they started
working, they do not end up with more money than
through social benefits. Besides this issue, also refer-
red to as the “incentive trap”, bureaucratic problems
that arise from short-term employment prevent reci-
pients from re-integrating into the labor market due
to a loss of entitlement for certain periods, or long
waiting times until they are entitled to receive cer-
tain social benefits again31. Therefore, the experi-
ment shall identify if an unconditional payment acts
as an incentive to re-integrate into the labor mar-
ket. Furthermore, a more and more bureaucratic
structure within the Finnish social welfare system
has built up over the years and therefore a reform is
needed32.

Through several microsimulations using different
parameters (flat tax rates vs current tax rates, par-
tial UBI of e 550 or e 750, replacement of certain
social benefits, taking into account single parent vs
two-adult households), calculations of the research
group showed significant differences in each model
and located many difficulties and issues that have to
be dealt with within these sub models:
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– A full UBI could completely reform the current
social security system since it aims to replace a
major proportion of all social benefits. Howe-
ver, because payments must be, at least, as hi-
gh as earning-related unemployment allowances,
as well as housing allowances and child benefits,
governmental expenditure reaches an unafforda-
ble level33. Findings regarding a full UBI scheme
included potential weaknesses such as «possible
work-disincentives, conflicts with earnings-related
unemployment security, political controversies, hi-
gh costs, regional differences in housing costs and
possibly [a] lack of legitimacy»34.

– Furthermore, according to the research team in-
troducing a negative income tax is not prefera-
ble since a real-time national income register does
not exist in Finland as of today (though one is
in preparation by the Ministry of Finance and the
Finnish Tax Administration and planned to be in-
troduced in 2019); the same applies to introducing
a model which is based on a Universal Credit (as
there is in the UK).

– Another option examined by the research group
was a participation income, a «basic inco-
me [that] would be paid conditional on par-
ticipation»35. Even though such a sche-
me, which obliges every citizen to contribute
to the society in order to be eligible for it
(6= unconditional), may receive positive resonan-
ce and therefore, its acceptance might be easier
to achieve according to the research group, it is
very hard to implement since governments would
have to define which activities can constitute par-
ticipation. It also requires administration and, in
worst case scenario, could replace paid work or act
as a disincentive to take on a real job, and thus
does not contribute to the economy. Since the
Finnish Government’s experiment focuses on the
question of whether a basic income can be seen as
a (dis)incentive to take up a job, and whether it
could lead to a social security reform through a
reduction of bureaucracy, a combined experiment
of introducing a UBI as well as a participation in-
come, an instrument with conditional characteri-
stics that requires a lot of administration, does not
contribute to finding out the required information
(see research questions, 2.2.2.)36.

– Furthermore, the research team points out that it
is impossible to examine all models at once, and
that currently, a partial UBI scheme will be the
most suitable instrument within the Finnish sy-
stem since «it would also be possible to introduce
the model gradually by adding benefits provided
by KELA as part of basic social security»37.

After the researchers submitted their report sum-
ming up their findings and recommendations, the
Finnish Government adopted an updated version of
the acquired partial UBI model and passed the act
on December 13, 201638, which entered into force on
January 1, 2017.

2.3.2. Key Features of the Launched Experi-
ment

The aim of the pilot project is finding answers to the
following questions:
– “How could the social security system be re-
designed to address the changing nature of
work?

– Can the social security system be reshaped in a
way that promotes active participation and gives
people a stronger incentive to work?

– Can bureaucracy be reduced and the complicated
benefits system simplified?”39

The nationwide experiment designed as a partial
UBI scheme and setup for two years was launched in
2017 and includes 2000 people (52% male and 48%
female) who were selected through a randomized ge-
nerator from the target population, which consisted
of about 175,000 people. Out of all the participan-
ts, 87% had received labor market subsidies and on-
ly 13% had received basic unemployment allowan-
ce40. After the experiment, the results of the study
group will be compared with the results of the con-
trol group, which consists of everybody that was not
part of the study, especially in regards of different
changes in employment rates41.

The tax-free42 partial UBI amounts to e 560 and
payments will be made in advance on the second bu-
siness day of each month by KELA. The target group
consists solely of social welfare recipients (i.e. reci-
pients of social assistance, unemployment benefits,
etc.) at the age of 25-58. Those under the age of 25
and retired persons were not included due to the limi-
ted budget and the assumption that people under the
age of 25 are still undergoing education. An expan-
sion, as well as extension of the experiment, which
is highly recommended by the research group43 is
not planned44. Since participation is mandatory45,
giving out a different amount of money (both lower
and higher) than participants would get through so-
cial security benefits would not be in accordance with
the Finnish constitutional right to equal treatment46.

Generally, participants are obliged to take part in
the experiment. However, if their individual situa-
tion changes (e.g. by entering the military or moving
abroad)47, their participation may be interrupted or
terminated. In that case, they will no longer get
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basic income payments, unless their circumstances
change again. Additionally, they will not get repla-
ced by new participants48. Furthermore, an “opt-out
option” is only available to students. If one wants to
begin studying, the person can either choose to drop
out and apply for financial student aid or stay in the
experiment and not be eligible for such aid49. Reci-
pients of the UBI get notified through a letter and
interaction with them is supposed to be kept to a
minimum in order to influence their sociological be-
havior as little as possible50. The main aim is to find
out if a UBI can be seen as an incentive to take on
a job since bureaucratic and monetary disincentives
are at least partly removed. If a participant takes
up a part time job, he still receives the full amount
of the basic income (e 560), which is tax-free, and
the participant only has to pay taxes according to
the current Finnish tax system. Introducing another
tax system, which was part of the proposal made by
the research group, was not implemented within the
experiment51. According to a recent OECD analy-
sis, if a UBI designed as it is for the trial right now
– without changes in taxation – will be introduced
on a national scale, such a scheme will be too costly
and require additional tax revenue52.

The partial UBI replaces certain social benefits
including labor market subsidy, basic unemployment
allowance, earnings-related unemployment allowan-
ce, (partial) sickness allowance, maternity, paternity
as well as parental allowances and special care allo-
wance up to the amount of e 560. In other words,
participants receive a basic income of e 560 which
then gets deducted from the after-tax amount of the-
se social benefits. The remaining amount of these
benefits still needs to be applied for and will then
be paid to the participants. Several other benefits
can still be claimed by the participants, such as hou-
sing allowance, because all additional benefits are not
part of the experiment. However, certain social be-
nefits (unemployment benefits, social assistance and
housing allowances) a recipient is entitled to may be
affected under certain conditions. If unemployment
benefits exceed the amount of e 560 and recipients
want to claim the difference, recipients still have to
meet all requirements such as completion of status
reports since qualifying conditions stay the same as
before. With regard to housing allowances and so-
cial assistance, recipients that find a job and earn
more than a certain amount of money may lose their
entitlement to such benefits. Since social assistan-
ce counts as income in that specific case, a reduction
up to 20-40% of the basic amount of social assistance
may even be possible if one declines a job offer53.

2.3.3. Positive As Well As Negative Aspects

Firstly, the experiment’s nationwide and compulsory
characteristics enable a more realistic view of socio-
logical behaviors since it is not limited to certain
areas and people while other trials like the recently
launched pilot project in the Netherlands (Utrecht,
Wageninen, Tilburg)54 take place mostly at the mu-
nicipality level and are based on voluntarily parti-
cipation. Moreover, the introduction through com-
pulsory participation schemes contributes to redu-
cing potential bias to a minimum since voluntary
participation in such a trial may influence the da-
ta. Furthermore, the selection is determined by a
random generator. These three features combined
reflect a natural cross-section of people within the
chosen target group.

Another positive aspect is the governmental in-
volvement before, during, and after launching the
experiment, because it contributes to improve its cla-
rity and enforceability. The fact that the experiment
is carried out by KELA demonstrates high efficiency,
since payments of social security benefits are in the
area of responsibility of the very same institution
and, therefore, there is no need to set up another
bureaucratic structure.

However, even though the Finnish project stands
out due to several combined unique features compa-
red to other trials around the world, the following
aspects let us doubt if the outcome of the current
implemented trial will be transferable at all.

A key element of the experiment is that the spe-
cific target group consists of people who currently
receive labor market subsidies or unemployment be-
nefits. In other words, the pilot project comprises
people that are not (or no longer) integrated into the
labor market as of November 201655. The research
group admitted that it would be more beneficial to
include various types of groups, but had to find a
smaller range of people due to their limited budget56.
If an instrument such as a UBI can be identified as a
positive incentive for these people to take on a job,
this would, indeed, be desirable to know. However,
one should not forget to examine not just incentives,
but also disincentives to work that might appear wi-
thin such a system. This said, the chosen methodo-
logy is accurate to find an answer to the question of
whether those people’s motivation engages them to
re-integrate into labor markets, but cannot examine
possible disincentives to drop out of the labor market
since the target group only comprises people that are
unemployed and thus the employment rate can on-
ly increase, but not decrease during the experiment:
Nevertheless, if this were carried out with the who-
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le of society as a test subject, low-income employees
might be affected by such an implementation in both
a positive and negative way, while it is likely that hi-
gh, as well as middle-income employees might not
be affected by such an instrument since they do not
seem to have a need for further incentives to take on
a job (because they already have a sufficient job). As
stated, the Finnish experiment is solely focused on
people that are unemployed which is the reason that
they can just be affected in a positive way, and the
outcome of the research is therefore one-dimensional
and very limited. This is why a study that focu-
ses on low-income citizens would be favorable since
it could examine the results in various ways57: How
will they behave if they get an unconditional amount
of money at the beginning of each month?
– Will they continue working for the same employer
and thus stay in their job?

– Will they quit their jobs in order to take on
another job that better fits their interests?

– Will a UBI affect them in such a way that they
drop out of the labor market, because their fear
of poverty was what kept them motivated befo-
re? Within a social security system based on a
UBI scheme, the government loses the ability to
pressure people that are unwilling to contribute
at all since they are no longer obliged to demon-
strate their ambition to reintegrate into the labor
market. Whereas entitlement to unemployment
benefits is not unlimited and unconditional in the
current system and thus they at least have to try
to re-integrate into the labor market.
These are just a few of the various questions that

can arise and create different scenarios depending on
the (so far) completely unknown behavioral impact
since people have never been confronted to get so-
cial welfare with no strings attached. Social welfa-
re is currently solely based on reciprocity (fulfilling
certain requirements in order to be entitled).

Thus, in order to study a cross-sectional ranging
behavior, it would be essential to include other ear-
ning groups since the implementation of a UBI might
have not just neutral and/or positive impacts, but al-
so negative ones. Therefore, despite the importance
of the outcome of the current project, it is almo-
st impossible to generalize sociological behaviors, if
you take its limited scope into account. That is why
the expansion of the experiment58 proposed by the
research team is, in our point of view, not just a posi-
tive development, but a necessary one, in order to get
an accurate and more realistic picture. Olli Kangas,
research group’s team leader, made clear that the
current experiment as it is being carried out “should
be seen as the first step in a series of experiments te-

sting various types of basic income.” Unfortunately,
an extension on the experiment is not planned as of
today59.

Yet, even after the expansion and implementation
of a UBI scheme within the whole of Finnish society,
other scenarios, such as the following have to be con-
sidered. Assuming that enough people are still eager
to work, and the changes have in fact just created
a shift from our social welfare system as we know
it onto the next level of a modern social welfare sy-
stem, one of the main questions to answer is who will
continue to do less popular jobs, since economic de-
pendency would not exist in the same way anymore?
That is to say, who will do the jobs that are already
characterized by staff shortages? Some of them can
eventually be automated; however, it is impossible
to find out which ones exactly, and perhaps it will
be impossible to automate them all. Therefore, hi-
gher salaries are most probably the only incentive for
employees to take on such jobs, which will result in
a completely different salary expectation throughout
labor markets.

Since the project had to be implemented in
the existing social security system another problem
regarding participants receiving a UBI instead of
unemployment benefits is that for the outstanding
amount (benefits exceeding e 560) they still have
to get in touch with KELA to show their willing-
ness to work. It is questionable if anything changes
for those who received unemployment benefits before
(13%) because in order to get as much money as be-
fore they still have to meet all requirements and stay
in contact with KELA. Also for other participants,
due to the fact that social assistance (payments one
can apply for if other benefits do not cover all their
needs)60 gets reduced if one turns down a job offer,
it is very likely that their behavior gets influenced.
Consequently, people concerned would most proba-
bly take the job offer and their behavior will lead to
higher employment rates. Therefore, the influence on
participants’ choices represents another limitation of
the experiment.

Furthermore, since designed as a partial UBI, ma-
jor parts of bureaucratic structures will be maintai-
ned in order to organize and administrate other bene-
fits people can still apply for. Consequently, neither
all disincentive aspects nor bureaucratic problems
will be tackled in the experiment61. This was also
stated in the research paper and discussed by Olli
Kangas during the presentation of the project62.

For these reasons, conclusions of the final out-
come may only be transferable to other countries, if
further steps such as an expansion of the target group
and extension of the time limitation were planned to
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be implemented. In times like these, it would be
very interesting to find out, whether a UBI scheme
had incentivizing effects to stay in63 or re-enter the
labor markets when people are no longer economi-
cally dependent on their jobs. Even if the outco-
me of the expected social behavior is negative (no
change of the employment rate), information on how
to reform current social welfare systems (especially
those implemented in European countries because of
their similarities) that require an outrageous amount
of administration and, therefore, lead to a high bu-
reaucratic burden, might be gathered incidentally.
That is why the implementation of the Finnish ex-
periment, its development and the findings should
continue to be monitored closely by experts and pro-
fessionals. However, looking at the concrete design
of the currently implemented experiment, despite its
unique characteristics one can argue if Finland trials
a real UBI (especially when focusing on the chosen
target group and the fact that social assistance gets
reduced if declining a job offer).

2.4. Could a Similar UBI Be a Solution for
Either Scenario?

Returning to the initial research question: Will the
implementation of a UBI scheme be the solution for
either Scenario A (assuming most jobs are automa-
ted in the future) or Scenario B (assuming that this
is just a new era of newly created jobs)? Even thou-
gh there is an ongoing debate about basic income
schemes, the answer of whether their implementa-
tion can be the solution to the problems that arise
from either scenario is hypothetical since there is no
evidence so far.

Due to the principle of legitimate expectations of
citizens, such a scheme cannot apply to citizens that
have the right to receive a certain amount of benefits,
such as pension payments or unemployment benefits,
if it replaces these benefits and amount to less than
the benefits they are currently entitled to. Other
legal concerns can be found at the implementation
level depending on competences and the type of le-
gal act which can introduce such a scheme. However,
as discussed previously, a UBI scheme that results in
the replacement of all other benefits that are cur-
rently granted by welfare states might infringe upon
respected European values (whereas in some coun-
tries such a scheme might even result in a breach of
the principle of equality). That is why solely a UBI
in combination with certain additional means-tested
benefits (i.e. the European social welfare approach)
in case of illness, disability, or old-age may be in
accordance with these political commitments. This

said, health care systems as well as certain subsidies
for persons concerned should be available. Neverthe-
less, whether a UBI or means-tested social welfare is
more suitable for society is a political choice that has
to be made by national governments, since both are
simply different approaches to ensuring some kind of
minimum security.

Positive effects of an unconditional payment in-
clude that there would no longer be any kind of wai-
ting time and recipients would benefit from it at the
beginning of each month. Furthermore, it would be
impossible for someone to fall through the cracks in
the system, and people would be able to spend their
time more efficiently since they would not have to
fill out one form after another. Another advantage
of such a scheme, also stated by the research group,
is that introducing a UBI may be cost-neutral sin-
ce bureaucratic costs can be reduced to a minimum.
With regards to this, one should also consider the
possibility of automating administrative processes.
Then there would be no need for reducing bureau-
cratic costs through changing the entire system, since
cost savings might be achieved through automation
instead. It seems a little ambivalent to talk about
a possible mass unemployment due to technology,
but to not think about the possibility of automating
substantial parts of social welfare’s bureaucracy.

Furthermore, it is doubtful whether a UBI could
be funded at all in both scenarios, since governments
certainly lose a significant sum of money to people
that do not need to receive government benefits. Ad-
ditionally, not every seemingly equal scheme ensures
and promotes real equality. That is why, another
point of critics is whether a UBI scheme is suita-
ble at all, because instead of the distribution of a
certain sum of money to every citizen, the money
could be used to take targeted measures for people in
need. Consequently, it really depends on its concre-
te design and implementation whether such a scheme
contributes to more equality64.

One very interesting aspect of introducing a UBI
is whether an unconditional, guaranteed financial se-
curity standard can be seen as an incentive for a jo-
bless person to work. Therefore, findings regarding
changes in employment rates within the Finnish ex-
periment (however, only if the target group got ex-
panded) matter differently since there is no certainty
regarding which scenario will occur in future. Within
a world of mass-unemployment due to the rise of ro-
bots and AI (Scenario A), findings about incentives
for people to take on jobs are irrelevant to a certain
extent, since there would not be enough jobs avai-
lable for everybody. In the case of Scenario B, a
UBI scheme could be beneficial for persons that ha-
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ve been trained in skills they no longer need, since
they would be able to live off the basic income while
they get trained and re-educated without requiring a
lot of administration from the state. However, some
people in this situation might not see a need to be re-
trained and might thus drop out of the labor market.
Therefore, whether a UBI promotes (dis)incentives,
plays a role in the transition period (of an old educa-
tional system to an updated educational system) as
well as in a Scenario A (since half of the people will
still be working), and will hopefully be determined
through the results of the Finnish trial.

Aside from the above, several changes that have
already taken place within our labor markets and
are very likely to expand, also within both scenarios,
include piecework platforms (so-called crowdwork)
as well as a huge start-up scene. The latter shows
a boom for entrepreneurs which is also linked, both
directly and indirectly, to technological advances.
If there were less jobs, but the economy created
more and more possibilities for entrepreneurs, it
would be very beneficial to have, instead of several
different/similar benefits, one benefit everybody is
eligible for right away without having to deal with
lots of bureaucracy. However, problems arising from
bureaucracy might also be tackled through a re-
form of our current social welfare systems, as stated
previously.

All in all, a UBI can definitely be one, but in our
opinion not the only, way to react to problems ari-
sing from new technologies. Of course, if Scenario A
occurs and mass-unemployment is the result, a social
welfare system that is mostly based on reciprocity is
unsuitable since people cannot contribute to the sy-
stem as much as they do now. However, a general
reform of current welfare systems, in our point of
view, might be the best solution and comprise the
use of the advantages that would result from auto-
mation in order to reduce bureaucracy, and downsi-
zing complicated structures (including several diffe-
rent benefits that you have to apply for individually
and slight differences in their eligibility criteria) th-
rough bundling certain benefits to a single payment
without entitling every citizen to a certain sum of
money right away. Measures like these might ensure
general security regardless of the changes that occur
in the 21st century.

In the end, if Scenario A becomes reality, it might
be more beneficial to focus on how to raise revenues
in order to maintain social security in general. On
that basis, an economic transition in the way we fi-
nance current social security systems is inevitable
and must be established through the implementa-

tion of new tax regimes. An analysis of those that
are currently being discussed occurs below.

3. Second Part: The Relevance of
Taxation

As previously underlined, according to economists,
the impact of the fourth industrial revolution on the
labor market could lead to two outcomes, which we
have indicated in the introduction as Scenario A and
Scenario B.

On the one hand, in relation to Scenario A it is
easy to see that it will be necessary to review states’
current public financing systems in order to provide
the same level of welfare if tax on wages and social
insurance contributions disappear together with the
old jobs. On the other hand, in relation to Scena-
rio B, solutions effective in the short term might be
sufficient in order to cope with the unemployment of
the generation hit by the change, but further atten-
tion should be paid to training and education. In
order to achieve a welfare state, whether designed in
the current form or, possibly, with a UBI system, tax
law will play a fundamental role. Some governmen-
ts and international institutions have already reali-
zed its importance and started to suggest possible
solutions65.

Over the last year, “Robot-tax” has been a buz-
zword within Europe, especially due to the release
of the draft report presented by the European Par-
liament’s Committee on Legal Affairs, which called
on the European Commission to explore the impli-
cations of possible legal solutions when carrying out
an impact assessment of its future legislative instru-
ment, which would include «creating a specific legal
status for robots, so that at least the most sophi-
sticated autonomous robots could be established as
having the status of electronic persons with specific
rights and obligations, including that of making good
any damage they may cause, and applying electro-
nic personality to cases where robots make smart au-
tonomous decisions or otherwise interact with third
parties independently»66.

This statement led to a lot of hype around the
possibility of implementing a “Robot-tax”, since ro-
bots were given “rights and obligations”, which would
include contributing to the economic and social func-
tioning of society67. Nevertheless, this “legal status”
was no longer present in the text of the report which
was voted on by the plenary of the European Par-
liament on February 16, 2017. Moreover, after Bill
Gates also underlined the possibility of introducing
a tax on robots, this possibility has never been as
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promoted. However, taxation instruments related to
the implementation of new technologies were alrea-
dy the object of discussion at the national level (e.g.
the Austrian Maschinensteuer68) in the past and are
still going on69 and seen as possible solutions to the
forthcoming fourth revolution70.

Another proposal to raise enough revenue to cope
with the possible lack of tax on wages is connected
to the issue of environmental protection. Broadly
speaking, a higher level of technology use is usually
combined with a high level of energy consumption.
Consequently, the adoption of green taxes may be
able to tackle two problems, the need of revenues
and the need for environmental protection.

3.1. The European Parliament Resolution on
Civil Law Rules on Robotics

At the European level, the debate around the possi-
ble implications of automation in the labor market
started to arise particularly after the publication of
the first draft report presented by the Committee on
Legal Affairs of the European Parliament containing
recommendations to the Commission on Civil Law
Rules on Robotics71. The report’s aim is to address
the most important issues arising from the ever wi-
der presence of robotics in our society. Another ver-
sion of the report was adopted on the January 27,
2017 before being voted on by the plenary of the
European Parliament on the February 16, 2017 and
becoming a resolution. Just by focusing on the is-
sue of a possible high level of unemployment as a
result of automation (Scenario A) and the implica-
tions in relation to tax and social security matters,
we can clearly see that between the proposed report
and the adopted text of the European Parliament’s
Resolution there is a huge discrepancy. In the fir-
st version presented by the Committee there was an
express reference to concerns about the viability of
the social welfare and security system if still based
on our current tax system. Furthermore, rephrasing
the Committee’s words, for the preservation of social
cohesion and prosperity, they invoke the need to take
into consideration the possibility to levy a tax on the
work performed by a robot or a fee for the use and
maintenance of robots for funding the support and
retraining of unemployed workers whose jobs have
been reduced or eliminated72.

The Committee also highlighted how the diffe-
rence between the creation and loss of jobs could
impact the financial sustainability of social security
schemes, pension systems and unemployment insu-
rance systems of Member States, and how, at the

same time, a loss in both medium and long term em-
ployment could have consequences on consumption
capacity. Moreover, in the Opinion of the Commit-
tee on Employment and Social Affairs regarding the
Report, it is stressed that higher levels of automation
shall not be seen as beneficial only in light of cheaper
labor costs and improved levels of speed. Therefore,
the Committee on Employment and Social Affairs
called on the Commission and the Member States
«to explore the possibility of introducing a notifica-
tion system prior to the establishment of robots and
their relative participation to the companies turno-
ver for the purpose of taxation and social security
contributions»73.

If we analyze the Resolution passed by the ple-
nary, we now see that there is no mention of the tax
issues arising from the consequences of automation in
the labor market. The approach preferred by the ple-
nary is then to generally call on the Commission to
«start analysing and monitoring medium- and long-
term job trends more closely, with a special focus on
the creation, displacement and loss of jobs in the dif-
ferent fields/areas of qualification in order to know
in which fields jobs are being created and those in
which jobs are being lost as a result of the increased
use of robots;»74 and «Highlights the importance of
foreseeing changes to society, bearing in mind the
effect that the development and deployment of ro-
botics and AI might have; asks the Commission to
analyse different possible scenarios and their conse-
quences on the viability of the social security systems
of the Member States»75.

We can certainly see that the concern around the-
se topics, even if diluted in comparison to the first
draft, is still on the agenda of the EU and the discus-
sions also at the national level have just begun. Ne-
vertheless, it emerges that the European Parliament
was not yet brave enough to actually start a concrete
debate on these issues at supranational level, which,
sooner or later, will have to take place76.

3.2. The So-called “Robot-tax”

As previously described, the European Parliament’s
Resolution does not directly refer to a “Robot-tax”,
nor does it provide for the possibility to give rights
and obligations to AI, or state which measures Mem-
ber States or the EU should take in order to cope
with these problems. Some confusion also emerges
as to how governments and future presidential can-
didates are picturing a taxation instrument to which
they refer to as “Robot-Tax”77.
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Even before starting to design a possible “Robot-
tax”, it is essential to note once again that the tech-
nologies that will be taken into examination as re-
placing human labor and which are relevant for the
purposes of this paper are only the ones related to
AI.

In order to analyze whether a tax on AI (“Robot-
tax” from now on) might be a proper instrument to
deal with these challenges or not, it is necessary to
try to define it and describe the proposals related to
this catchy word which have been suggested so far.
According to Weissman, a tax on AI could be drafted
in two different ways. The first one would mimic the
current employment-based tax system we have used
so far. In other words, what the employer has been
paying on behalf of each employee should be paid
for each AI replacing the human work force. This
also seems to be in line with the proposed Report
presented by the Legal Committee, which conside-
red the option of levying a tax on the work perfor-
med by an AI. The second possible tax instrument
would consist of replacing the tax on wages by ta-
xing the economic value obtained by the use of AI,
using as the tax base facts directly related to the
machine (e.g. the costs of technology)78. Both types
need to be analyzed more in depth, but in order to
proceed in this direction we will briefly recall some
basic elements of public finance and social security
financing. In order to ensure the running of a welfare
system, two are the instruments which are typical-
ly used: social security contributions and taxation.
Both instruments are public levies based on legal ac-
ts, which are mandatory, but they have some typi-
cal distinctive features. In fact, social contributions
consist of a social insurance relationship between the
insured person (employee) and the social insurance
institution and, contrary to taxes, within social se-
curity there is a direct connection between the duty
to pay the contribution for the insured one and the
duty to provide the benefits of the insurance institu-
tion. Differently, drawing a separation line between
these two concepts by focusing on the purpose is not
always so easy since these two instruments are not
mutually exclusive. In fact, while it is possible to
define as social security the social policies directed
at the protection of a person during their various li-
fe stages, the main aim of taxation is collecting the
money necessary for the state to perform activities,
which do also include social policies79.

However, by referring to the nature of social con-
tributions in the traditional sense, even if AI was
entitled to have rights and obligations, it could be
difficult to state that AI shall have the obligation to
pay social contributions for a service they will not

receive in return (e.g. sickness allowances, invalidity
allowances).

Providing services falling under the definition of
a welfare system is therefore put in jeopardy in both
cases of long-term and short-term job losses, sin-
ce both social security contributions and taxes are
calculated on the basis of the wages of employed
persons.

3.2.1. The “Robot-tax” As a Mimic of the
Current Employment-based System

This type of solution will require considering AI as
part of the human workforce, and, consequently, to
apply the same system as if humans were still wor-
king. This means that the employer would have to
pay social contributions and tax on wages for each
AI.

With reference to this proposal, the first problems
we encounter are related to the fundamental elemen-
ts of a tax: the tax base and the ability to pay prin-
ciple. First of all, income tax in general is based on
the income imputable to an entity, whether this is a
physical person or a legal person. In particular, the
tax base for tax on wages consists of the income de-
rived from employed work. If no form of legal status,
as we know it or in a different way, is given to AI,
then no income would be attributable to this tech-
nology. Moreover, in regards to the ability to pay
principle80, according to which the economic contri-
bution of taxpayers is based on a fact of economic
relevance, the question that arises, in relation to a
“Robot-tax” of this kind, would be: who is the sub-
ject whose economic capacity to contribute is being
taxed? In relation to the tax on wages, the ability to
pay principle refers to the incomes that result from
the employed work of an employee. However, AI does
not have any income to which we could anchor their
ability to pay.

Even if we try to levy a fixed tax on each AI that
has substituted a human employee, there will still
be some relevant differences which should be taken
into account. One of the first problems is to assess
in every concrete case how many humans are being
replaced by that technology or whether AI has ju-
st been added to the human workforce as a result
of growth81. This type of examination could easi-
ly be done on already running businesses because it
would be possible to examine how many employees
are being dismissed as a result of the AI, but could
be more complicated for new businesses and in cer-
tain sectors (such as those characterized by a higher
level of learning engagement or human approach, e.g.
lawyers or doctors).
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Furthermore, a tax on wages is designed in coun-
tries like Italy as an “all-inclusive” tax, meaning that
the tax base includes all the remunerations related
to that particular working relationship. This means
that indemnities, promotions, and extra-working
hours also fall under the tax base82. Normally, there-
fore, the tax base tends to increase as the years pass,
which cannot happen with AI since they do not get
these kinds of benefits. The result would certainly
not be convenient for states’ revenue compensation.

Also, with regards to extra working hours, these
will not be taken into account anymore in determi-
ning the tax base due to the fact that we are talking
of machines that do not have the same human needs
and therefore do not require certain working condi-
tions. Even if we delimitate the working hours with
a certain tax base and then raise taxes with a hi-
gher tax rate for the extra working hours, this would
create some difficulties in the assessment for the tax
administration. Moreover, for AI there is no interest
(contrary to what happens with humans) to claim
the extra hours worked, unless we recognize AI also
have the ability and right to protest for their own in-
terests (in this case, we should then expect thousands
of machines to march on the streets).

A possibility which might be taken into considera-
tion is to adopt a sort of “electronic person” premise
for AI, granting rights and obligations, as emerged
from the first draft proposal of the European Par-
liament83 and as highlighted also by Oberson who
sustains that robots should be considered as taxable
persons84. In tax matters, it would not be the first
time that a certain status would be attributed to as-
sets or group of assets for their particular ability to
generate profits.

As suggested by Rapporteur Mady Delvaux85,
this legal status would be comparable to the status
given to companies. From a tax perspective, the re-
lationship between the owner of the rights on the AI
and the AI itself could therefore be compared more
or less to the one between a company and its share-
holders. In this case, no new tax would be needed,
but rules governing the relationship between compa-
nies and their shareholders would be applied. The
taxes that will be levied will depend on the legal
form of the AI’s owner. If it is a corporate body,
then a corporate income tax will be levied, if it is a
partnership, then profits are attributed pro rata to
the partners and the partners will then each have to
pay income tax according to their respective shares
in the company (AI).

Nevertheless, defining the quantum attributable
to the AI might be a difficult task since they might
be used in complex productive cycles. Moreover, the

real issue is related to the consequences the adoption
of such a legal status might have in other legal disci-
plines, e.g. adoption of a legal status in civil law for
liability matters.

3.2.2. The “Robot-tax” As a Tax Based on the
Costs of Technology

International institutions, such as the United Na-
tions Conference on Trade and Development, in ana-
lyzing the impact of robots and industrialization on
developing countries, have highlighted the need to
levy taxes on robots as capital equipment. In their
opinion, high tech industries would then be able to
support low-skilled and medium-skilled workers ma-
de redundant by technology and ensure the mainte-
nance of their living standards86. In this proposal,
the possible suggested tax base would consist of the
cost of the technology or other bases which are not
directly related to who/what is doing the job.

By trying to examine this tax proposal, it is then
necessary to examine the “tax base element”. In this
case, if we take into consideration the costs the en-
trepreneur has sustained by buying the technology,
one of the main issues is related to the fact that the
tax would decrease with time because of the amorti-
zation of the costs over the years. If in the first year,
a tax is levied on the costs reported on the balance
sheet, over time the value of the AI decreases and so
does the tax on its costs. However, as already descri-
bed above, taxes on wages tend to increase over the
years. This means that there will still be consistent
losses in revenues unless the tax rate rises with the
decreasing of the costs, and this would be justified
by the assumption that in the first year the techno-
logy would not be able to generate the same profits
as when introduced. Nevertheless, this last option is
also easily criticizeable since this is not always the
case.

Another difficulty highlighted by Weissman was
the need for new information reporting to the tax ad-
ministration87. On this point, in the current income
tax reporting system it is possible to deduct entre-
preneurial goods, it should therefore not be hard to
understand the costs of the technology, especially be-
cause it is also in the interest of the entrepreneurs to
deduct these amortization costs.

Nevertheless, forms of control will also be very
difficult to implement, since in the case of technolo-
gy such as software, it will be very hard to control
and can easily lead to the evasion of such taxes, espe-
cially if software is developed internally. Taking into
account the costs of the technology, but more in ge-
neral trying to tax the use of technology as part of
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business capital, will also mean the abandonment of
the withholding system, which does not allow the tax
administration to have constant revenue flows. Even
by changing the tax base this last problem will still
remain.

Moreover, it should be taken into account that,
as happened with every other technology, the costs
of AI will become cheaper in the future. For this
reason, it is questionable whether the amount of re-
venue raised by using AI costs as a tax base would
be able to replace the financial resources that would
be lost in the long-term jobs loss scenario (Scenario
A).

3.2.3. The Austrian Maschinensteuer and the
Italian IRAP

Another proposal linked to technology displacing hu-
man labor uses as a base the added value to profits
obtained by businesses considering a rise in their pro-
fits due to the implementation of new technologies.
This is not very far from what was suggested in Au-
stria for the funding of part of the social security
system. What has been the object of strong debate
in Austria in the last year is the so-called Maschinen-
steuer or Wertschöpfungsabgabe (from now on tax on
the created value)88. The fact that this tax, which
will be further described below, is known by two na-
mes is due to the premise that has been used to justi-
fy the need for such an instrument. The introduction
of this tax was suggested by the governing left wing
party in summer 2016 as a partial solution to the pos-
sible loss of revenues that would result from higher
unemployment due to the higher automation of com-
panies, which would also increase the profits of com-
panies using new technologies89. For this reason, the
type of tax proposed by the government would not
directly target the technologies themselves; it would
target the result of their implementation.

The proposal of a tax on the added value is not
new in Austria, since Prime Minister Dallinger, al-
ready in 1989, proposed a tax on the created value.
From its proposal and as generally intended, a tax
on the created value consists of a public levy for so-
cial contributions that does not take as a tax base
the wage sum of the work but the entire total added
value of a company. Therefore, the efficiency of the
company is to be evaluated on a wider graduated sca-
le, not just on the basis of the wage sum. The added
value of a company should then result, according to
the 1989 proposal, not only from the wage sum but
should also include depreciation, profits, borrowed
capital, rent and lease and would therefore broaden
the tax base90.

As mentioned above, in summer 2016, the Go-
vernment started to reconsider the introduction of
such a tax, and in the so-called “Plan A”91 presen-
ted in January 2017 by the Prime Minister there is
now a clear example of how this tax could be im-
plemented by starting at first from a single social
fund, the so-called Family Loan Compensation Fund
(Familienlastenausgleichsfonds, FLAF). The FLAF
is currently financed through a withholding of 4.1%
of the monthly salary of employees92, while with the
shift to a created value tax the company would be
paying 3% of the base of the net created value. This
might be seen as a kind of mini-value-created tax
sample. Furthermore, after criticism received in the
past few months, the program foresees an exemption
for single-owner companies.

One of the main criticisms of this proposal is that
the effects of this new tax will be different within dif-
ferent sectors. Professions such as lawyers, tax con-
sultants, doctors as well as banks and wholesale trade
might lose in this system conversion. From another
perspective, it is undeniable that every tax policy in-
trinsically has its winners and losers. Moreover, the
administrative costs of collecting an added value-tax
would be higher in comparison to that of the tax on
wages. Since the information on a company’s crea-
ted value is not available on a monthly basis, but
only after the end of the accounting year, the value
added tax would therefore be paid in retrospect, in-
cluding regular advance payments and a subsequent
final statement93. Similarly, the continued existence
of long-term employers’ contributions and a created
value tax in the case of a partial reform would increa-
se the administrative burden on taxable enterprises
and the tax administration94. Furthermore, wages
should not be taken into account in the tax base, if
the purpose of this tax is to rebalance the tax burden
and to ensure a welfare system that is at risk due to
automation.

What is interesting within the Austrian debate
over the proposal of a created value tax, is that the
Italian IRAP (regional tax on productive activities),
a regional (local) tax instrument, is often mentio-
ned95. A short overview of this tax could be useful
to understand how a “Robot-tax” based on the crea-
ted value of an entrepreneur might look in concrete
terms, and it would be possible to see how consti-
tutional and EU law issues related to this tax were
solved. This tax was introduced in the Italian legal
system in 1997 in order to give Regions the possibili-
ty to finance the health care system. The assessment
and collection of the tax are prerogatives of the State,
while the revenue goes directly in the Region’s trea-
sury. A prerequisite of IRAP is “to be carrying out
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an economic activity autonomously organized for the
purpose of the production of services and goods”96.
Within the definition of “economic activity” it is pos-
sible to individuate three different categories of pas-
sive tax subjects such as entrepreneur, liberal pro-
fessions and administrations (IRAP is in fact levied
also to organs and institution of the State, Regions
and municipalities). Nevertheless, occasional em-
ployees, forestry entrepreneurs, hedge funds, pension
funds and European economic interest groupings are
exempted97.

The tax base is given by the “net production va-
lue”. For capital companies and commercial entities
this tax base consists of the difference between the
values and costs of production as shown in a compa-
ny’s statutory financial statements, excluding items
like labor costs, write-downs to fixed assets and re-
ceivables, and risk provisions. Over time, the criteria
to calculate the tax base have been raised in order to
reduce the penalizing effect that they had on highly-
labor intensive companies. For partnerships and in-
dividual entrepreneurs the positive components of
the tax base are profits and inventories. It is possible
to deduct the costs of rough materials, of goods, ser-
vices, amortization and lease prices. Different mo-
dalities to calculate the tax base are also provided
for agricultural entrepreneurs, banks, and financial
and insurance institutions. For autonomous workers,
the production value is given by the difference bet-
ween remunerations and the sum of the costs and of
the amortization in relation to a certain tax-period.
Non-deductibles are passive interests and expense for
employees. For non-profit entities and public admi-
nistrations the tax base is given by the expenses of
the wages. The tax rate is set at 3.9%98.

What was a strong object of debate in the Italian
experience in regards to IRAP was the constitutio-
nal justification of this tax99. In fact, on the one
hand the prerequisite of IRAP is to carry out an
autonomously organized economic activity. On the
other hand, in order to tax this activity the para-
meter that has been adopted is not one of the tra-
ditional ones used in accordance with the ability to
pay principle (wealth, capital, income, etc.) but is
an economic measure, that is to say, the net pro-
duction value. This is obtained from the difference
between the value and the costs of production with
some other costs such as those related to labor and
interest that are added. The Italian Constitutional
Court was asked whether the net value of production
was a parameter that complies with the constitutio-
nal ability to pay principle due to the fact that IRAP
is not levied on a final economic result100. However,
the Court agreed that the net production value is

representative of a new wealth produced by autono-
mously organized economic activity based on their
production factors and able to constitute an ability
to pay index101.

Lastly, the possible breach of the European provi-
sion forbidding Member States to enforce levies that
are substantially a duplicate of VAT has also been
dismissed. On this matter, the ECJ gave a negati-
ve opinion. It stated that IRAP in fact differ from
VAT since it is not characterized by being proportio-
nal with references to the price of goods and servi-
ces provided by the passive subject, nor must it be
transferred on the final consumer102.

A tax on the created value might be an effective
solution, but wages should certainly not be part of
the tax base. Furthermore, factors like tax competi-
tion among states and how the tax base and rate will
be designed in order to avoid discouraging innovation
investments will play a fundamental role. Moreover,
there it is quite complex to design the tax base ta-
king into account the different business activities and
the impact of innovation on them.

3.3. Other Taxation Instruments As Alterna-
tive or Complementary Solutions

To raise the necessary revenue to keep a welfare state
running, other proposals can be taken into conside-
ration. One suggestion has been to increase ener-
gy taxes or to introduce new ones, since it is pos-
sible to assume that the more companies substitute
human workforce through AI the more energy they
will need103. The increasing use of AI will in fact
automatically lead to a higher consumption of elec-
tricity, with the risk of fewer possibilities for a state
to fulfill its international and national environmen-
tal commitments. With regards to this problem, the
introduction, or raise, of energy taxes could be bene-
ficial for various reasons. On the one side, it would
be possible to restore the amount of revenue necessa-
ry to ensure social care, education, and all the social
assistance benefits that the state would lose due to a
possible decrease of proceeds from taxing wages. On
the other side, these taxes would push entrepreneurs
who benefit from the work of AI to increase their use
of renewable energies.

Taxation, in fact, has been recognized widely in
literature as one of the more efficient instruments
to reduce pollution and drive consumers’ behaviors
while also being an instrument that is able to raise
significant revenue104. Furthermore, as underlined
in a taxation paper by the European Commission,
one of the basic ideas behind green tax reforms has
been the possibility to use the revenue obtained in
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this way to reduce other taxes such as the tax on la-
bor. An example of a country that introduced green
taxes and was able to reduce the tax on wages is
Sweden. Starting from these premises, which are ba-
sed on economic studies, it seems that this type of
taxation could be a suitable instrument for trying to
cope with the issues rising from the fourth revolution
in terms of revenue losses.

Nevertheless, if successful in what should be their
primary goal, in other words, if they are able to shift
the entrepreneurs’ choices to use renewable energy
instead of non-renewable energy, the revenue raised
through these tax instruments would be limited to a
certain period of time. In addition, a negative cha-
racteristic of environmental taxes levied on goods is
that they will put a disproportionate burden on low-
income households. Even if a study of the European
Commission highlights how the recycling of tax reve-
nues through the reduction of income taxes or social
security contributions might mitigate the regressive
impact of green taxes, it does not seem to be an af-
fordable solution if the main aim of these taxes in
the future is to fill the gap left by the loss of revenue
from a tax on wages105.

Differently from typical measures, since they ha-
ve an implication in the environmental sphere, these
taxes need to cope not only with tax law principles
(e.g. the ability-to-pay principle) but also with envi-
ronmental law principles such as the precautionary
principle and polluters-pay-principle. Moreover, at
the European level what makes these measures par-
ticularly difficult to adopt is that the introduction
requires the unanimous vote of the European Coun-
cil, which is different to what happens with envi-
ronmental command-and-control instruments. They
also interfere with the Common Market and they
might create problems in terms of competition106.
In particular, in cases where a country unilaterally
introduces taxes on industrial inputs, this could lead
to a strong competitive disadvantage for local firms,
which could therefore push companies to relocate el-
sewhere, and for the purposes of this paper will mean
a loss revenue.

Furthermore, if we take a look at recent bitcoin-
mining activities, due to the high energy consump-
tion, many miners have already moved to countries
where energy is renewable and cheaper107. Since the
mobility of technology and the fact that there will be
no need to take labor costs into consideration due to
the replacement of the human workforce with AI, the
possibility for companies to migrate to the most con-
venient tax spot will be even easier than in the past.

Another proposal is an additional, or an increase
in, consumption tax108. However, even if it is said to

be easier to implement and could provide a constant
cash flow to a state’s revenue, this measure would ju-
st increase the tax burden on consumers, who would
be the most impacted by the job losses if we focus
on the long-term Scenario A. For this basic reason
we decided to leave this taxation instrument outside
the scope of the paper.

3.4. Will Either of the Discussed Tax Measu-
res Be the Solution?

From a tax perspective, in order to grant the current
level of welfare (whether through a basic income or
the traditional system) we tried to point out the dif-
ferent instruments that can be useful in Scenario A
and Scenario B.

Starting from the green taxes, as tempting as they
seem from the possibility to kill two birds with one
stone, they would not be able to sustain a state’s fi-
nance for long, in order to maintain a welfare system
like our current one. In fact, the introduction of en-
vironmental taxes, if successful and able to reach the
main goal of shifting energy consumption from non-
renewable to renewable resources, would have the po-
tential to raise revenue only for a certain amount of
time. It would then be necessary, after a short ti-
me, to think again of new tax instruments to raise
the needed revenue, and would simply consist of the
postponement of a problem which will still need to
be solved later on. For this reason green taxes could
be a measure helpful only within Scenario B.

Regarding Scenario A, we tried to highlight
the pros and the cons of the different proposed
“Robot-tax” solutions.
– A proposal considering levying a tax mimicking
the income tax on wages is unfeasible due to the
fact that no personal income is attributed or gi-
ven to the AI, raising problems also with regards
to the ability to pay principle.

– If we opt to give a sort of legal status to the AI
and consider its relationship with the owner of the
rights to the AI as that between a company and its
shareholders, then taxes will be levied depending
on whether the owner is a corporation or a part-
nership. In this case, the main issues related to
the adoption of such a measure are the fact that it
might be complicated to individuate the amount
of profits to attribute to the AI, as well as the con-
sequences that giving an AI a legal status would
have in other legal fields.

– Even the proposal of a “Robot-tax” based on the
costs is surrounded by several issues, such as the
relationship between the tax rate to apply and
the fact that the costs (which consist of the tax
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base in this proposal) will decrease due to amor-
tization and depreciation, and the difficulties of
enforcement for tax agencies.

– Lastly, we analyzed the possibility of a “Robot-
tax” based on the created value. At the moment,
there are discussions in different EU Member Sta-
tes on the adoption of such a measure. In Austria,
the debate around this tax often refers to the Ita-
lian example of a tax on the created value (IRAP,
as described in paragraph 3.2.3.), which was intro-
duced with the aim of substituting different minor
taxes and financing part of the healthcare system.
Nevertheless, IRAP was not introduced for the
substitution of a tax on wages necessary to deal
with revenue losses due to unemployment driven
by new technology. Regarding this last point, if
this tax were adopted when Scenario A had not
yet taken place, and long-term employers’ contri-
butions were still in force, this would just repre-
sent an increase of the fiscal burden on taxable
enterprises as well as an additional administrati-
ve burden for companies and for the tax admini-
stration. Consequently, it could push companies
to migrate to other countries that had not adop-
ted such fiscal policies. For this reason, we believe
this instrument should be introduced only when
Scenario A is very likely to happen, since it could
function as a measure to substitute the tax on wa-
ges. Aware of the fact that, differently to the tax
on wages, the burden would be on the employer,
it would still benefit from the shift from a hu-
man workforce to an AI workforce in terms of ear-
nings. Nevertheless, we recommend an analysis of
economic studies aimed to individuate the proper
tax base and tax rate when designing this type of
tax, which should be able to prevent discourage-
ment in terms of investments and implementation
of innovation.
Moreover, there is also another very important

point that should be taken into account and that we
cannot afford to leave out especially by observing the
current tax avoidance scheme panorama. When tal-
king about AI, we refer to economic activities that
can be carried out anywhere in the world. When
cheap labor is no longer a factor that acts as a trig-
ger for companies’ migration, a country’s attraction
towards enterprises will be based almost exclusively
on tax measures adopted at the national level.

National legislators, in adopting their chosen tax
policy to cope with the fourth industrial revolution,
have to pay particular attention to what has been
adopted in other states. The risk we could otherwi-
se encounter is to foster harmful tax competition109.
For this reason, once again, we support the need of

a certain level of harmonization110, even though we
realize the difficulties of achieving this at a global
level (especially by taking into account that rela-
tionships between states from an international law
perspective are governed by soft law).

4. Conclusion

In this paper we analyzed useful instruments to co-
pe with the effects of AI on labor markets. As
emerged, we focused on measures that could be
taken into consideration in Scenario A (long term
mass unemployment) due to the fact that it requi-
res more adaptations from a tax and social security
perspective.

As discussed in the first part of the paper, legal
concerns arise at the implementation level (type of
regulation, competences and the principle of the pro-
tection of legitimate expectations). Therefore, intro-
ducing a UBI is, in the end, primarily a question of
political decision making, in terms of deciding which
legal philosophical approach should be pursued when
thinking of social security. Should social welfare still
serve as the last resort and focus on targeted sup-
port? Or should it ensure minimum standards for
everybody unconditionally and regardless of an indi-
vidual’s need? Even though the introduction may be
in accordance with many national constitutions (de-
pending on national interpretations of the principle
of equality), the concrete design of a UBI matters if
we take European values into account that deeply fo-
cus on solidarity (ESC, Art. 2 Lisbon Treaty as well
as Art. 34, 35, 26 CFR). However, such a combined
scheme would require a lot of revenue and, therefore,
it is questionable whether it is affordable, since go-
vernments would certainly lose a significant sum of
money in favor of people that do not need to recei-
ve government benefits; this needs to be evaluated
further by economists.

Nevertheless, if the outcome of the, Finnish expe-
riment shows significant changes within employment
rates and, therefore, introducing a UBI leads to in-
centives to take on a job/start a business, we will
have to return to this issue and discuss it further
based on concrete figures, since a UBI might affect
the economy in such a positive way that the loss
of money to persons that are not in need is irrele-
vant compared to the positive impact on the econo-
my (especially within Scenario B, but also A since
half of the people would still be employed). However,
unfortunately, neither an extension nor an expansion
of the experiment will probably take place and the-
refore it is very unlikely that the outcome will show
transferable results due to its limited scope.
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From a tax perspective, in the presence of Sce-
nario A, in alternative to recognizing the status of
“taxable person” to robots – as already suggested
by other scholars111 – taking into account the issues
above described, a “Robot-tax” based on the created
value or on the costs of the technology might still
be a viable option in order to substitute the revenue
which would be lost as a result of AI not paying a tax
on wages, and that is necessary in order to sustain
a welfare system. However, this last solution also
presents several difficulties in its drafting and imple-
mentation. In the design of these measures it will be
necessary to balance the tax base and the tax rate in
such a way that discouraging innovation is avoided.
Furthermore, within a global playground, the intro-
duction of this kind of instrument by a single state
might have significant negative impacts like pushing
companies to countries where the tax burden is less
heavy and thus, would foster tax competition among
states. For this reason, harmonized measures would
be preferable.

Nevertheless, to us it seems more likely that Sce-
nario B (newly created jobs) will be the reality in the
future since there have always been changes within
the labor markets due to innovation, and we belie-
ve that measures to face the challenges of AI should
also take regard of other aspects not directly rela-
ted to social security systems and tax instruments.
As pointed out by the OECD, real concerns should
arise in relation to our educational programs, which
should prepare us for the skills required in the 21st

century economy112.
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* * *

Intelligenza artificiale e mercato del lavoro. Una analisi critica delle possibili soluzioni nella
prospettiva del diritti tributario e della previdenza sociale

Riassunto: Basandosi su recenti studi economici, il presente contributo prende in considerazione due
possibili scenari legati all’avvento dell’intelligenza artificiale e al suo impatto sul mercato del lavoro:
mentre il primo (scenario A) prevede un possibile stato di disoccupazione di massa, il secondo (scenario
B) evidenzia invece una situazione di carenza di profili adeguati, richiesti dalle nuove tipologie di lavoro
venutesi a creare grazie allo sviluppo tecnologico. Attraverso la disamina di questo duplice panorama,
si procede dunque all’analisi dei rimedi oggetto di dibattito a livello mondiale e concernenti politiche
di welfare e tributarie che gli Stati potrebbero adottare. La prima parte del contributo si concentra
pertanto sulla possibilità di introdurre un reddito minimo garantito per i cittadini (UBI – unconditional
basic income) ed esamina il recente esempio finlandese. La seconda parte è invece dedicata alle politiche
tributarie ed, in particolare, alle problematiche legate all’introduzione di una cd. robot tax.

Parole chiave: Intelligenza artificiale – Automazione – Lavoro – UBI – Unconditional Basic Income –
Robot tax
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