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16.	 Lessons from the Finnish Basic 
Income Experiment

Henri Salokangas, Outi Sirniö, Heikki Hiilamo 
and Pasi Moisio

INTRODUCTION

The Finnish Basic Income Experiment (FBIE) is one of the few large-scale 
randomized controlled trials (RCTs) conducted in Finland, providing a unique 
opportunity to rigorously assess the effects of a concrete policy intervention. 
Although the experiment is typically framed as an evaluation of unconditional 
income transfers rather than an intervention in the traditional sense, it embod-
ies the core principles of the intervention-investment approach (see Chapter 
2 for a detailed discussion of the investment-intervention framework). It is a 
direct and structured policy action aimed at influencing individual economic 
behavior and well-being, offering valuable lessons on how targeted interven-
tions can complement the broader social investment framework. The FBIE 
goes beyond theoretical discussions on the potential benefits of social invest-
ment by implementing and evaluating a tangible policy measure using an 
experimental design.

Welfare reforms have long sought to address challenges such as poverty, ine-
quality, employment, and fertility. Guaranteed income schemes, means-tested 
benefits, and unconditional cash transfers seek to support vulnerable groups 
and reduce the risks associated with homelessness, crime, and social exclu-
sion. Interest in basic income (BI) has grown, especially during the COVID-19 
pandemic, when many governments failed to adequately support those facing 
income shocks. Although much debate has focused on poverty reduction and 
employment incentives, less attention has been paid to how BI could affect 
economic autonomy and perceived security in different policy contexts.

Unlike universal basic income (UBI) proposals, which can be costly and 
could displace targeted support (Hoynes and Rothstein, 2019; Acemoglu, 
2019), the FBIE used a targeted and budget-neutral design. It focused on long-
term unemployed individuals, particularly those outside active labor market 
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Beyond the Nordic welfare state266

programs. This approach reflected concerns that broad UBI schemes may pro-
vide shallow support while reducing targeted services. COVID-19 subsidies 
illustrated this risk by offering wide but inadequate aid. FBIE aimed to test 
whether increased autonomy could improve employment and well-being out-
comes in a cost-effective way.

This study offers a harmonized evaluation of the effects of the Finnish Basic 
Income Experiment on a broad set of outcomes, using high-quality register 
data. In addition to reviewing previously published findings on employment 
and income responses (Verho et al., 2022), we provide new and integrated 
evidence on psychiatric healthcare services, fertility, and geographic mobility. 
These outcomes were included in the experiment’s pre-analysis plan and reflect 
plausible channels through which basic income could influence well-being. 
Some of these outcomes have been explored in earlier studies (Simanainen, 
2025; Hämäläinen et al., 2025), but presenting them together using a consist-
ent empirical framework (see Chapter 4 for an overview of evaluating inter-
ventions and their effectiveness in welfare state contexts) allows for a more 
holistic assessment of the broader effects of basic income. Our goal is to con-
tribute to the literature on both the intended and unintended effects of income 
support programs and to see whether these effects remain once this support is 
removed.

The FBIE, implemented in 2017–2018, was the first non-voluntary, nation-
wide randomized basic income trial in an advanced economy. It targeted 2,000 
long-term unemployed individuals aged 25 to 58, who received a guaranteed 
monthly income of €560, replacing their conditional unemployment benefits. 
The control group included approximately 170,000 individuals. The reform 
was designed to test whether incentives (‘carrots’) encouraged job-seeking and 
entrepreneurial activities better than obligations (‘sticks’) (De Wispelaere et 
al., 2019). The treatment removed requirements to seek employment or partici-
pate in labor programs and allowed participants to keep additional earnings, 
thereby eliminating many of the administrative and financial disincentives 
associated with working while receiving benefits.

Three key mechanisms may explain why the experiment improved partici-
pants’ well-being. First, it allowed the unemployed to retain additional earn-
ings, enhancing income stability. Second, the absence of sanctions provided 
greater individual freedom. Third, reduced bureaucracy lowered the stigma 
associated with unemployment benefits, especially for those unemployed 
long-term.

Despite these design features, initial findings showed limited employment 
effects. While receiving basic income significantly reduced participation tax 
rates, no statistically significant impacts were detected on employment in 
the first year. A modest positive effect emerged in the second year—equiva-
lent to 6.6 additional days worked – but its interpretation is confounded by a 
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concurrent policy reform that tightened job search requirements for the control 
group only (Verho et al., 2022). These findings indicate that in contexts with 
already comprehensive income protection, improving monetary incentives 
alone may not meaningfully alter labor market behavior. Recent studies have 
also found that receiving basic income led to higher voter turnout (Hirvonen et 
al., 2024), shifts from public to private healthcare usage (Simanainen, 2024), 
and changes in fertility in some subgroups (Simanainen, 2025). A recent 
analysis indicates that the basic income may have reduced psychotropic drug 
purchases by 8–11% (Hämäläinen et al., 2025), consistent with earlier survey 
evidence of improved well-being (Kangas et al., 2021).

The literature from other contexts suggests that income stability may indeed 
yield benefits beyond employment. Prior studies have linked income gains to 
reductions in psychological distress and improvements in life satisfaction. For 
instance, the Canadian Mincome experiment reduced mental health-related 
hospitalizations (Forget, 2011), and randomized cash transfer studies in Africa 
(Haushofer and Shapiro, 2016) and lottery studies in Europe (Gardner & 
Oswald, 2007; Lindahl, 2005; Cesarini et al., 2016) have found similarly posi-
tive effects on well-being. While the contexts and treatment in these studies 
vary greatly from the Finnish Basic Income Experiment, this body of research 
gives consistent indication that increasing economic security improves mental 
health. Fertility responses to different income schemes have also been doc-
umented. The cash transfers of the Alaska Permanent Fund Dividend have 
been found to increase fertility (Cowan & Douds, 2022; Yonzan et al., 2024; 
Dökmeci et al., 2023) while evidence from the Mincome experiment has been 
mixed (Forget, 2011; Dökmeci et al., 2023). Overall, universal child benefit 
transfer programs from the mid-1970s to early 2000s suggest temporary posi-
tive effects on fertility (Bergsvik et al., 2021), with similar effects from recent 
pro-natalist policies conducted in the Canadian province of Quebec (Milligan, 
2005) and in Spain (González & Trommlerová, 2023). There is also emerging 
interest in the effects of cash transfers on geographic mobility, though evi-
dence remains limited. Some studies suggest that stable income can reduce the 
need to relocate for economic reasons, while others find that added financial 
security facilitates mobility (Simeonova et al., 2024).

Overall, our general conclusion is that the FBIE had limited effects on 
most indicators of socio-economic well-being but led to a potentially mean-
ingful reduction in psychiatric medication use, suggesting improved men-
tal well-being. However, once the experiment ended, the outcomes reverted 
largely to the trajectories of the control group. These findings contribute to 
a more comprehensive understanding of how income support policies may 
affect different domains of life. In a welfare state like Finland—where base-
line coverage is high and income protection robust—basic income may offer 
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psychological benefits without significantly altering employment, family, or 
housing decisions.

While we analyze FBIE in line with other case studies of interventions in 
this volume, it was not a single, tightly targeted intervention in the conventional 
sense, but rather a broad intervention program embedded in Finland’s social 
security system. It was conducted as a large-scale policy experiment combin-
ing several changes to benefit rules and administration under a unified design. 
As such, the experiment offers valuable lessons for other countries considering 
similar policies. Overall, our findings align with the view that basic income 
does not significantly impact well-being in a welfare state with comprehensive 
coverage and a sufficient minimum income scheme (e.g., Natili, 2019). These 
lessons contribute to the ongoing policy debate on basic income’s viability, 
offering insights on how to design and implement such programs effectively 
across different socio-economic contexts.

THE FINNISH BASIC INCOME EXPERIMENT

The Finnish Basic Income Experiment (FBIE) was implemented in 2017–2018 
and included 2,000 participants aged 25–58 who received flat-rate minimum 
unemployment benefits in the treatment group, and 173,222 individuals in a 
control group of similar age. Those in the treatment group were guaranteed a 
tax-free income of €560 per month, replacing their prior unemployment ben-
efits (Verho et al., 2022). Recipients were not required to join any active labor 
market programs.

Initially intended to study basic income’s effects on a broader population, the 
experiment was limited to unemployed individuals receiving benefits from the 
Social Insurance Institution (SII) due to political and time constraints (Verho 
et al., 2022). The SII provides flat-rate unemployment benefits to those ineli-
gible for contributory unemployment allowances. Randomization occurred on 
15 December 2016, with information sent on 28 December 2016. Participation 
was mandatory, supported by a law (Finnish Act (1528/2016)). Using nation-
wide data, the treatment and control groups were representative of the target 
population.

From an evaluation perspective, the FBIE can be characterized as an inter-
vention program rather than a discrete intervention. It consisted of a set of rule 
changes and administrative simplifications applied uniformly to the treatment 
group over a two-year period. This program-like nature distinguishes it from 
narrowly defined, short-term interventions often studied in public health or 
education research.

In terms of the research design, the Finnish Basic Income Experiment 
included many attractive features such as a truly randomized treatment 
assignment, full compliance, no attrition bias, and prospects for a rich set of 
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register-data linkages. The experiment is also listed in the American Economic 
Association’s registry for randomized controlled trials (Hämäläinen et al., 
2022). While employment was the primary outcome of the trial, there were 
multiple secondary outcomes listed in the pre-analysis plan including child-
bearing, antidepressant drug purchases, and migration.

Despite the aforementioned advantages, challenges in the experiment’s 
implementation pose limitations to analyzing the effect of the experiment. 
Budget and administrative limitations reduced the size of the treatment group, 
lowering statistical power. Additionally, the unemployment benefit reform 
implemented in 2018 tightened eligibility for receiving unemployment ben-
efits. This directly impacted the control group mid-experiment, complicating 
interpretations of the outcomes in 2018 (Hämäläinen and Verho, 2022).

The experiment aimed to enhance economic incentives and minimize barri-
ers to receiving benefits. Treatment group members were not required to seek 
employment or apply for benefits. They continued to receive the basic income 
even if they found work, without reductions in earnings. Unlike typical basic 
income proposals, the experiment maintained consistent taxation and stronger 
economic incentives.

Figure 16.1 shows financial outcomes for employed and non-employed par-
ticipants, depicting annual disposable income (expressed in 2020 euros) trends 
for both groups during the FBIE. Employment by the end of 2018 signifies 
job acquisition during the experiment. Income levels for BI recipients who 
remained unemployed matched those of the control group, indicating that 

Source: Authors’ own calculations.

Figure 16.1  �  Financial implications for basic income recipients by 
employment status during the Finnish Basic Income 
Experiment
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basic income replaced equivalent unemployment benefits. Treatment group 
members who found employment during the experiment saw a disposable 
income rise of €5,900 compared to the control group.

In the control group, additional earnings reduced SII unemployment ben-
efits. Prior analyses showed that basic income did not alter days in employment 
(Verho et al., 2022), but BI recipients had higher disposable income as their 
benefits stayed consistent, unaffected by employment hours.

The FBIE, offering a guaranteed income floor, resembled unconditional 
cash transfer (UCT) programs elsewhere but differed in not adding new cash 
inflows, setting it apart from other UCTs. The experiment eliminated means-
testing, allowing recipients to retain benefits regardless of earnings. Unlike 
programs for specific family types, it was open to all within the target popu-
lation, making it well-suited to assess basic income’s effects on unemployed 
individuals (Widerquist, 2018).

DATA AND METHODS

Data

The data for this study were collected from three institutions: the Social 
Insurance Institution of Finland (Kela), Statistics Finland, and the Finnish 
Institute for Health and Welfare (THL), covering the years 2015–2020.

Data from these sources were linked at the individual level using personal 
identifiers within the secure remote access environment FIONA, administered 
by Statistics Finland.

Economic outcomes were derived from datasets maintained by Statistics 
Finland. Employment is defined as being employed at the end of the calendar 
year. Social assistance captures whether an individual received either regular 
or preventive social assistance at any point during the year. Disposable income 
refers to gross income—including earned income, entrepreneurial income, 
property income, and current transfers—minus taxes and other compulsory 
levies.

Information on treatment status, based on the randomized assignment to 
receive basic income, was obtained from Kela. Data on prescribed psycho-
tropic medications were also retrieved from Kela and included purchases of 
reimbursed drugs under ATC codes N05A, N05B, N05C, N06A, and N06CA. 
Fertility outcomes were constructed from THL’s Medical Birth Register, 
which includes detailed information on each childbirth in Finland, such as 
birthdates, estimated conception dates, and maternal characteristics. We focus 
on the timing of conception, rather than the date of birth, to assess the effects 
of basic income on fertility.
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For men, fertility was measured by linking individuals to children born dur-
ing the study period using biological parent-child linkages from population 
registries. Data on primary healthcare use were obtained from the Register of 
Primary Health Care Visits (AvoHilmo), from which we constructed a binary 
indicator for having any psychiatric primary healthcare contact.

For consistency, all outcomes were aggregated at the annual level. The 
yearly indicators include fertility (defined as any conception leading to a birth 
during the year), geographic mobility (including internal and international 
migration), use of psychiatric primary healthcare services, and purchases of 
prescribed psychotropic medications.

All recipients of basic income are included in these data (N=2,000) along 
with their control group (N=173,222). We excluded individuals with missing 
background characteristic values as of the end of 2016 and those outside the 25 
to 58 age range (N=181). The final analytic sample includes 1,999 basic income 
recipients and 173,042 individuals belonging to the control group.

Table 16.1 presents selected average background characteristics of the study 
sample (i.e., all unemployment benefit recipients at ages 25–58 at the end of 
2016) just before the start of the FBIE. The table also reports the same charac-
teristics for the rest of Finland’s population within the same age range.

Overall, we observe that the study population is very different from the 
rest of the population. This difference manifests as lower probabilities of 
graduating with the matriculation examination and having children, as well 
as lower income levels among the study population compared to the rest of 
Finland. All these differences were statistically significant, which means that 
the results from the experiment have a limited external validity outside its 
target population.

However, there are no statistically significant differences between the treat-
ment and the control group in background characteristics aside from BI recipi-
ents being more likely to be receiving a (partially) means-tested labor market 
subsidy (LMS) than a non-means tested unemployment allowance as their 
minimum unemployment benefit. The labor market subsidy is for those unem-
ployed without a work history or those who have received the unemployment 
allowance for the maximum period. About 48% of BI recipients were women 
and 25% of foreign origin. About three fourths lived in an urban residential 
area and a third did not have an educational degree beyond the compulsory 
level. Most of the studied individuals were living alone. About 15% were in a 
cohabiting relationship and 30% married. The average age at the start of the 
experiment was 40.6 years. The treatment group was as likely as the control 
group to have finished high school, to be born abroad, to have children in 
the household, and to have prior antidepressant drug prescription history. The 
average income levels between the two groups were also closely matched.
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Empirical Approach

To investigate the impact of increased economic autonomy in the Finnish Basic 
Income Experiment, we used a linear probability model, estimated separately 
for three periods: the pre-experimental period (2015–2016), the experimental 
period (2017–2018), and the post-experimental period (2019–2020):

	 Yi p, ,� � � �� � �X BIi p i i pò  	 (16.1)

where Yi p,  represents a binary outcome variable measured during period p ∈ 
[years 2015−16, 2017−18 and 2019−20], BIi indicates receipt of basic income, 
Xi  is a vector of covariates of observed characteristics measured just before the 
experiment started, and ò i  summarizes the unobserved factors. We use robust 
standard errors clustered at the individual level. The coefficient δp  captures 
the causal estimate of receiving basic income. The random assignment of the 
treatment ensures that the causal estimate of receiving basic income can be 
retrieved from simply comparing averages between the treatment and the con-
trol group. However, to gain precision in the estimates, in the main regression 
estimates we use the following covariates: birth year, sex, indicator for urban 
residency, indicator for being born abroad, indicator for having children, indi-
cator for receiving labor market subsidy, and education level (primary, second-
ary, and tertiary level) in 2016.

The pre-experimental period of 2015–2016 essentially serves as a placebo 
regression, and the expectation is not to find any statistically significant differ-
ences in the outcomes between the treatment and the control group during this 
period. The impact of receiving basic income is captured during the experi-
mental period (2017–2018). Even if receiving basic income here means merely 
temporarily enhanced work incentives and reduced administrative barriers, we 
refer to impacts of basic income for simplicity.

One notable interpretational difficulty regarding the experimental period 
comes from the unemployment benefit reform, which was implemented in 
2018. This widely criticized reform cut unemployment benefits if the unem-
ployed had not participated in any active labor market programs in the last 
three months (Kangas & Kalliomaa-Puha, 2019). The reform also affected 
basic income recipients but only in the case where the recipient applied for 
unemployment benefits that exceeded the amount of the basic income. The 
impact of the 2018 unemployment benefit reform is likely to have had a larger 
impact on the control group because their incentives to seek work and partici-
pate in active labor market policies changed more (Verho et al., 2022). Thus, 
besides receiving basic income, the differences between the treatment group 
and control group were partially affected by the unemployment benefit reform. 
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This is likely to affect mostly employment-related outcomes and not so much 
other outcomes.

Moreover, we examine the post-experimental period to assess potential 
longer-term or delayed effects of the FBIE. Since participants were informed 
that the experiment would come to an end by the end of 2018, it is reasonable 
to expect that any changes observed during the experimental period might 
disappear afterward, with participants reverting to their prior trajectories once 
the intervention ended.

RESULTS

Table 16.2 presents linear probability estimates along with robust standard 
errors for all 14 outcomes, individually assessed across the two distinct time 
periods. While certain demographic groups in many of the outcomes are likely 
to be more responsive (e.g., under 40-year-olds in fertility) than the full study 
population to BI, we consider Table 16.2 to describe the main lessons from the 
experiment.

First of all, the pre-experimental estimates in Table 16.2 confirm that at the 
baseline the treatment group and the control group are alike. In this placebo 
analysis, none of the six estimates are statistically significant at the 5% level. 
Overall, the pre-experimental period analysis suggests that the randomization 
procedure was truly random, and that the observed divergences in outcomes in 
the following periods can be attributed to the impacts of receiving temporary 
basic income in the FBIE.

During the experimental period (2017–2018), we observe that the probabil-
ity of being employed increased by 2.8 percentage points, and average dis-
posable income increased by €1,550—findings consistent with Verho et al. 
(2022). Basic income recipients were also 5.6 percentage points less likely to 
receive social assistance, which is in line with an improved financial situation 
for the treatment group. We find no statistically significant effects on fertility 
or geographic mobility. Regarding mental health outcomes, the probability of 
purchasing psychotropic medication and having psychiatric contacts in pri-
mary care decreased by 1.6 and 1.5 percentage points respectively. This find-
ing aligns with previously reported results from the experiment (Hämäläinen 
et al., 2025), as well as literature on cash transfers and their positive impacts on 
mental health (Haushofer and Shapiro, 2016; Romero et al., 2021).

After the experiment ended, outcomes between the treatment and control 
groups largely converged, as expected given that the intervention did not sub-
stantially alter long-term economic conditions. However, one notable exception 
is that post-experimental disposable income was €350 lower in the treatment 
group compared to the control group. The employment rate and social assis-
tance uptake returned to levels observed in the control group. Also, effects 
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on psychiatric outcomes were no longer statistically significant, although the 
estimate for psychotropic medication use remained sizable in magnitude (-1.3 
percentage points, or -6.5%).

We also analyzed heterogeneity in the effects by sex and age group. The 
reduction in social assistance receipts was substantially larger among men 
(-7.9 pp.) than among women (-3.1 pp.). This aligns with the employment out-
come: male recipients of basic income saw a 3.6 percentage point increase in 
employment, while no statistically significant effect was found for women. 
The reduction in psychotropic medication use was also found in men (-2.5 
pp.), with no significant change among women. For psychiatric primary care 
visits, the treatment effects were similar for both men (-1.6 pp.) and women 
(-1.5 pp.). Geographical mobility showed a suggestive increase among women 
(1.0 pp.) but not among men. Interestingly, after the experiment, geographic 
mobility remained significantly higher among women (1.9 pp.), while all other 
outcomes returned to their pre-experiment levels.

Heterogeneity analysis by age suggests that younger recipients were more 
responsive to receiving basic income. Participants under the age of 40 were 
more likely to be employed during the experiment (3.6 pp. vs. 1.8 pp.), less 
likely to receive social assistance (-7.7 pp. vs. -3.1 pp.), and less likely to have 
psychiatric primary care contacts (-2.5 pp. vs. -0.6 pp.) compared to the recipi-
ents aged 40 and older.

DISCUSSION AND CONCLUSIONS

The Finnish Basic Income Experiment (FBIE) exemplifies the investment-
intervention framework by demonstrating how experimental methods can 
assess and refine welfare policies. While social investment strategies empha-
size long-term structural reforms, controlled policy trials like FBIE highlight 
the need for evidence-based interventions that address immediate social risks. 
The experiment provided robust evidence on both intended and unintended 
effects, showing that unconditional basic income in a well-developed wel-
fare state does not significantly enhance employment or economic autonomy. 
However, the absence of strong negative effects is equally relevant for poli-
cymaking. Given the high fiscal costs, future discussions should critically 
evaluate basic income’s feasibility relative to alternative policy solutions that 
balance proactive investments with targeted interventions.

Internationally, the evidence on basic income and similar cash transfer pro-
grams is diverse and context-specific. The Overseas Development Institute 
(ODI) report states that cash transfer programs in various low- and middle-
income countries have led to significant positive impacts on savings, invest-
ment, and production (Bastagli et al., 2016). However, related evidence from 
developed countries is limited. This study summarizes the lessons from the 
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Finnish Basic Income Experiment. This experiment targeted unemployment 
benefit recipients aged 25–58, of whom 2,000 individuals were randomized to 
receive a guaranteed monthly income of €560 for two years. While labeled as 
a basic income experiment, rather than creating a cash influx for the treatment 
group, the experiment aimed to reduce the administrative burden on the tar-
get population—unemployment benefit recipients—and increase work incen-
tives. Thus, the Finnish Basic Income Experiment serves as an example of the 
impacts of temporarily removing administrative barriers and increasing work 
incentives in a welfare state.

The general finding is that receiving basic income for two years had negligi-
ble effects on socio-economic outcomes but improved mental health. However, 
these effects largely faded away once the experiment ended. A likely mecha-
nism is the increased economic autonomy, reflected by increased disposable 
income arising from the participation tax rate during the experiment. Once 
this income channel ceased after the experiment ended, the outcomes mostly 
reverted to the paths of the control group. The results imply that the extent to 
which the FBIE increased economic autonomy during the two-year experi-
ment was not enough to nudge the unemployed to increase employment or to 
create other considerable changes in life (such as in geographic mobility or 
childbearing decisions) but was likely to create temporary psychological relief.

The decline in psychotropic medication purchases during the experimen-
tal period—particularly among men and younger recipients—raises impor-
tant questions about its underlying causes. Does the reduction signal improved 
mental well-being from reduced stress and greater autonomy, or could it reflect 
reduced access to care, changes in treatment practices, or affordability issues? 
Work by Hämäläinen et al. (2025) provides a strong argument that the reduc-
tion reflects genuine improvements in mental health and not disengagement 
from care. In Finland’s universal healthcare system with generous reimburse-
ment for psychotropic drugs, structural or financial barriers are unlikely expla-
nations. The effect was specific to mental health medications—with no similar 
decline in other drug categories—and supported by suggestive reductions in 
mental health-related specialty care. Notably, the decline was strongest among 
those without prior psychotropic use, pointing to a possible preventive impact. 
The timing of the effect and its specificity further support the interpretation 
that basic income improved psychological well-being rather than reduced 
access to treatment.

Our results on fertility differ from those reported in a prior study which 
found a negative effect of the experiment on female recipients and a positive 
fertility response among their spouses (Simanainen, 2025). The prior study 
employed a different methodological approach, focusing on cumulative fer-
tility, using a restricted analytic sample of individuals under the age of 44. 
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Also, the outcomes were constructed based on maternity grant data rather than 
actual information on births.

While we acknowledge that our choice of sample and statistical methods 
may not be ideally suited to detect subtle fertility effects, we argue that fertility 
is among the most challenging outcomes to study in the context of this experi-
ment. Childbirths are rare within the experiment’s short timeframe and occur 
predominantly among individuals under the age of 40, effectively halving the 
already limited sample. Overall, the discrepancy between our findings and the 
earlier results underscores the importance of clearly defined pre-analysis plans 
in social experiments—specifying analytical sample construction, outcome 
definitions, choice of control variables, empirical methods, and conducting 
power analyses not only for primary but also for secondary outcomes.

Our results and experiences from the Finnish Basic Income Experiment pro-
vide valuable lessons for other countries considering similar policies. These 
lessons contribute to the ongoing policy debate on the viability of basic income 
schemes, offering guidance on designing and implementing such programs 
effectively in different socio-economic environments.
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