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Executive Summary

Universal Basic Income (UBI) is not yet economically inevitable as automation
accelerates, despite significant challenges posed by job displacement and wealth
concentration. While evidence suggests automation threatens aggregate demand by
reducing labor's share of income and concentrating capital [8, 25, 26, 27, 28, 29],
technological advancement continues to create new job categories and increase labor
productivity, offering alternative pathways for economic adaptation [1, 4, 5, 6, 24, 30]. The
high fiscal costs and potential for negative macroeconomic impacts of large-scale UBI,
particularly when funded by substantial consumption tax increases, are likely to negate its
potential benefits [18, 19, 22, 23, 31, 32], suggesting that UBI is not the sole or
unavoidable solution at this juncture.

Key Findings

Automation's Impact on Aggregate Demand and Wealth Inequality

Evidence suggests that the reduction in the labor share of income and the concentration
of wealth due to automation pose a threat to aggregate demand, as mechanisms for
recirculating economic gains to the broader consumer base are weakened [8, 25, 26, 27,
28, 29]. This perspective argues that automation concentrates wealth and reduces the
labor share of income, thereby threatening aggregate demand by diminishing
broad-based wage income [8, 25, 26, 27, 28, 29]. Conversely, arguments suggest that
productivity gains and the creation of new job categories allow for economic adaptation,
maintaining demand by expanding the overall economic pie and creating new avenues
for employment and wealth generation [8, 25, 26, 27, 28, 29].

UBI as a Response to Capital Concentration

Automation increases wealth and capital income inequality by raising returns to wealth



and concentrating capital ownership [5, 9]. Some researchers argue that this structural
shift makes UBI a necessary requirement to prevent economic collapse and maintain
aggregate demand [7, 10, 16]. As one perspective states, "In economies where
automation allows efficiency to exceed 85%, traditional capitalist systems face a
challenge: a large proportion of the population may have no wage income, threatening
aggregated demand" [7]. This view posits that UBI can address this demand gap by
ensuring purchasing power and sustaining consumption [7]. However, others contend
that UBI fails to address the fundamental problem of concentrated capital ownership [8,
11, 13] and that focusing on automation-related UBI distracts from the need for better

labor institutions and addressing low-wage service work [8, 11, 13].

Economic Sustainability and Fiscal Costs of UBI

The massive fiscal costs and resulting economic pressures of a large-scale UBI are likely
to negate its potential benefits, particularly when funded by substantial consumption tax
increases, by degrading macroeconomic aggregates and incentivizing a shift to the
informal sector [18, 19, 22, 23, 31, 32]. Implementing a UBI at the level of U.S. median
earnings ($53,000 per year) would cost over $14 trillion, or approximately 45% of U.S.
GDP [6]. Other projections include a $30,000 annual payment for a family of four costing
approximately $8.5 trillion per year if paid universally to all U.S. citizens [7], and a
$10,000 annual UBI in the U.S. costing approximately $3 trillion annually [12]. These
costs could require a substantial increase in consumption tax rates to balance the
government budget [12].

Effectiveness of UBI vs. Institutional Reforms and Targeted Programs

The research presents a debate between UBI models and alternative institutional
reforms, rather than identifying a single most effective approach. Targeted reforms are
generally more effective at supporting the most vulnerable populations by concentrating
resources where they are most needed, preventing the redistribution of essential aid
away from the poorest households [31, 33, 35, 36, 38, 41]. For instance, the Earned
Income Tax Credit (EITC) encourages labor force participation for low-income
households [2, 10]. However, UBI proponents argue that it eliminates administrative
costs, social stigma, and means-testing errors associated with targeted programs [1, 11,
15]. Some criticisms of UBI models, such as the "Freedom Dividend" ($1,000 monthly per
adult), suggest it would leave a two-parent, two-child family living on 25% less than the



amount needed to stay above the poverty line [6].

UBI's Impact on Aggregate Demand and Consumption

Universal Basic Income serves as a necessary foundation for maintaining aggregate
demand and consumption in a highly automated economy, despite not fully addressing
underlying capital concentration or labor bargaining power issues [21, 22, 32, 34, 36, 37].
This perspective argues that UBI acts as a direct countermeasure to the "displacement
effect" of automation, which reduces labor's share of income and threatens aggregate
demand [21, 22, 32, 34, 36, 37].

Expansionary vs. Contractionary Effects of UBI

The expansionary effect of increased consumption from UBI does not consistently
outweigh the contractionary effects of reduced labor supply and declining capital stock,
particularly when financed through consumption taxes that lead to long-run decreases in
macroeconomic aggregates [23, 34, 35, 36, 39, 40]. While UBI can stimulate aggregate
demand through increased consumption, models predict risks of economic contraction,
such as a potential 2.6% reduction in aggregate labor supply [15]. A model of a $1,000
monthly UBI also predicts a drop in labor supply [20].

Impact of UBI Pilot Programs on Labor Market Participation

Evidence regarding labor market participation from pilot programs is conflicting. In the
Alaska Permanent Fund, the dividend had no effect on aggregate employment but
increased part-time work by 1.8 percentage points [1, 6, 11, 14]. In the nontradable
sector, employment and part-time work increases were sizable, while the effect in the
tradable sector was close to zero [1, 6, 11, 14]. In Finland, a UBI experiment resulted in
no effect on employment rates [19]. Some meta-analyses suggest that unconditional cash
transfers can increase labor force participation [3, 17]. Conversely, a model of a national
U.S. UBI prototype predicts a 2.6 percent reduction in aggregate labor supply [15].
Similarly, a model of a $1,000 monthly UBI predicts a drop in labor supply [20]. The
provided research does not contain information regarding the impact of these programs
on local inflation.



Funding Mechanisms for UBI

The research mentions central bank-funded UBI as a feasible mechanism to maintain
consumption and corporate profits in economies where production efficiency exceeds
85% [7]. However, the provided research does not contain information regarding
automated transaction taxes, robot taxes, or carbon dividends in successful pilot
programs.

Implications

The ongoing debate surrounding UBI's inevitability highlights a critical juncture in
economic policy as automation accelerates. While automation undeniably poses
challenges to traditional labor markets and risks exacerbating wealth inequality, the
evidence does not conclusively point to UBI as the sole or unavoidable solution. The
significant fiscal costs associated with large-scale UBI, coupled with concerns about its
potential contractionary effects on labor supply and capital stock, suggest that its
implementation requires careful consideration of funding mechanisms and broader
macroeconomic impacts. Furthermore, the effectiveness of UBI in mitigating inequality
and supporting vulnerable populations is debated against targeted reforms, which may
offer more efficient resource allocation. Policymakers must weigh the potential
demand-side stabilization benefits of UBI against its substantial costs and the potential
for alternative or complementary strategies, such as strengthening labor institutions and
addressing capital concentration, to achieve long-term economic stability.

Limitations and Caveats

This report synthesizes findings from a body of research where genuine methodological
debate exists on many key aspects of UBI and automation. The "moderate" debate
verdict for several core findings indicates that conclusions are often contested and
context-dependent. Specific limitations include the lack of comprehensive empirical data
on the long-term macroeconomic effects of large-scale UBI, particularly concerning its
funding mechanisms and their impact on inflation and tax burdens. There is also limited
comparative analysis of specific UBI pilot programs regarding their impact on local
inflation rates, and conflicting evidence on their effects on labor market participation.
Furthermore, detailed fiscal requirements for national-scale UBI in major economies



beyond the U.S., and estimated revenue losses from automation-driven income tax
declines, are not extensively covered in the provided research.

Sources

[1] [gov] Assessing The Impact Of New Technologies On The Labor Market - bls.gov -
https://www.bls.gov/bls/congressional-reports/assessing-the-impact-of-new-technologies-on-the-labor-mark
et.htm

[2] [gov] Speech - federalreserve.gov -
https://www.federalreserve.gov/newsevents/speech/barr20260217a.htm

[3] [edu] Download - oaktrust.library.tamu.edu -
https://oaktrust.library.tamu.edu/bitstreams/a8ce6df4-a6f1-407f-8854-2f3764e36785/download

[4] [edu] Automation Drives Income Inequality 1121 - news.mit.edu -
https://news.mit.edu/2022/automation-drives-income-inequality-1121

[5] [edu] A New Look How Automation Changes Value Labor - mitsloan.mit.edu -
https://mitsloan.mit.edu/ideas-made-to-matter/a-new-look-how-automation-changes-value-labor

[6] [edu] Understanding The Impact Of Automation On Workers Jobs And W - brookings.edu -
https://www.brookings.edu/articles/understanding-the-impact-of-automation-on-workers-jobs-and-wages/

[7] MALFOU - philarchive.org - https://philarchive.org/archive/MALFOU
[8] Working Papers - nber.org - https://www.nber.org/system/files/working_papers/w28440/w28440.pdf

[9] [commentary] Universal Basic Income Not Answer Ai Comes Job - cato.org -
https://lwww.cato.org/commentary/universal-basic-income-not-answer-ai-comes-job

[10] 3. Hansak Basic Income - cerge-ei.cz -
https://lwww.cerge-ei.cz/pdf/events/papers/3.%20hansak_basic_income.pdf

[11] Will Ai Make Universal Basic Income Inevitable - forbes.com -
https://lwww.forbes.com/sites/bernardmarr/2024/12/12/will-ai-make-universal-basic-income-inevitable/

[12] [peer-reviewed] Articles - pmc.ncbi.nlm.nih.gov - https://pmc.ncbi.nim.nih.gov/articles/PMC11180702/
[13] [edu] Why Universal Basic Income Better Subsidies Low Wage Work - hks.harvard.edu -
https://lwww.hks.harvard.edu/centers/mrcbg/programs/growthpolicy/why-universal-basic-income-better-subs
idies-low-wage-work

[14] [edu] Viewcontent.Cgi - scholarcommons.sc.edu -
https://scholarcommons.sc.edu/cgi/viewcontent.cgi?article=1590&context=senior_theses

[15] [edu] Basic Income Visualization - basicincome.stanford.edu -
https://basicincome.stanford.edu/research/basic-income-visualization/

[16] [edu] Wp2024 21 Potential Of Universal Basic Income Schemes Mitiga - wider.unu.edu -
https://lwww.wider.unu.edu/sites/default/files/Publications/Working-paper/PDF/wp2024-21-potential-of-unive
rsal-basic-income-schemes-mitigate-shocks.pdf

[17] Universal Basic Income Ubi As A Policy Response To Current C - economicstrategygroup.org -
https://www.economicstrategygroup.org/publication/universal-basic-income-ubi-as-a-policy-response-to-cur
rent-challenges/

[18] Modeling The Macroeconomic Effects Of A Universal Basic Inco - economicpossibility.org -
https://lwww.economicpossibility.org/sources/modeling-the-macroeconomic-effects-of-a-universal-basic-inco
me

[19] Working Papers - nber.org - https://www.nber.org/system/files/working_papers/w25538/w25538.pdf
[20] Wise Cities Universal Basic Income Facing Challenges Inequal - cidob.org -
https://www.cidob.org/en/publications/wise-cities-universal-basic-income-facing-challenges-inequality-4th-in
dustrial

[21] HINQ4b3t - aeaweb.org - https://www.aeaweb.org/conference/2023/program/paper/HtNQ4b3t

[22] Revisions - nber.org -

Page 5


https://www.bls.gov/bls/congressional-reports/assessing-the-impact-of-new-technologies-on-the-labor-market.htm
https://www.bls.gov/bls/congressional-reports/assessing-the-impact-of-new-technologies-on-the-labor-market.htm
https://www.federalreserve.gov/newsevents/speech/barr20260217a.htm
https://oaktrust.library.tamu.edu/bitstreams/a8ce6df4-a6f1-407f-8854-2f3764e36785/download
https://news.mit.edu/2022/automation-drives-income-inequality-1121
https://mitsloan.mit.edu/ideas-made-to-matter/a-new-look-how-automation-changes-value-labor
https://www.brookings.edu/articles/understanding-the-impact-of-automation-on-workers-jobs-and-wages/
https://philarchive.org/archive/MALFOU
https://www.nber.org/system/files/working_papers/w28440/w28440.pdf
https://www.cato.org/commentary/universal-basic-income-not-answer-ai-comes-job
https://www.cerge-ei.cz/pdf/events/papers/3.%20hansak_basic_income.pdf
https://www.forbes.com/sites/bernardmarr/2024/12/12/will-ai-make-universal-basic-income-inevitable/
https://pmc.ncbi.nlm.nih.gov/articles/PMC11180702/
https://www.hks.harvard.edu/centers/mrcbg/programs/growthpolicy/why-universal-basic-income-better-subsidies-low-wage-work
https://www.hks.harvard.edu/centers/mrcbg/programs/growthpolicy/why-universal-basic-income-better-subsidies-low-wage-work
https://scholarcommons.sc.edu/cgi/viewcontent.cgi?article=1590&context=senior_theses
https://basicincome.stanford.edu/research/basic-income-visualization/
https://www.wider.unu.edu/sites/default/files/Publications/Working-paper/PDF/wp2024-21-potential-of-universal-basic-income-schemes-mitigate-shocks.pdf
https://www.wider.unu.edu/sites/default/files/Publications/Working-paper/PDF/wp2024-21-potential-of-universal-basic-income-schemes-mitigate-shocks.pdf
https://www.economicstrategygroup.org/publication/universal-basic-income-ubi-as-a-policy-response-to-current-challenges/
https://www.economicstrategygroup.org/publication/universal-basic-income-ubi-as-a-policy-response-to-current-challenges/
https://www.economicpossibility.org/sources/modeling-the-macroeconomic-effects-of-a-universal-basic-income
https://www.economicpossibility.org/sources/modeling-the-macroeconomic-effects-of-a-universal-basic-income
https://www.nber.org/system/files/working_papers/w25538/w25538.pdf
https://www.cidob.org/en/publications/wise-cities-universal-basic-income-facing-challenges-inequality-4th-industrial
https://www.cidob.org/en/publications/wise-cities-universal-basic-income-facing-challenges-inequality-4th-industrial
https://www.aeaweb.org/conference/2023/program/paper/HtNQ4b3t

https://www.nber.org/system/files/working_papers/w24312/revisions/w24312.rev0.pdf

[23] Wp 2121 The Macroeconomic Effects Of Universal Basic Income - clevelandfed.org -
https://www.clevelandfed.org/-/media/project/clevelandfedtenant/clevelandfedsite/publications/working-pap
ers/2021/wp-2121-the-macroeconomic-effects-of-universal-basic-income-programs-pdf.pdf?sc_lang=en
[24] Articles - aeaweb.org - https://www.aeaweb.org/articles?id=10.1257/pol.20190299

[25] [gov] Automation, Labor Share, and Productivity: Plant-Level Evidence ... -
https://www.census.gov/library/working-papers/2018/adrm/ces-wp-18-39.html

[26] [edu] Productivity Growth and Workers' Job Transitions: Evidence ... -
https://bfi.uchicago.edu/insight/research-summary/productivity-growth-and-workers-job-transitions-evidence
-from-censal-microdata/

[27] [edu] The Decline of the U.S. Labor Share - Brookings Institution -
https://www.brookings.edu/articles/the-decline-of-the-u-s-labor-share/

[28] Policy and Social Implications of Declining Labor Shares - NBER -
https://www.nber.org/programs-projects/projects-and-centers/6630-policy-and-social-implications-declining-|
abor-shares

[29] [gov] Economic Outlook and Supply-Side (Dis)Inflation Dynamics -
https://www.federalreserve.gov/newsevents/speech/jefferson20260206a.htm

[30] [edu] Assessing the Real Impact of Automation on Jobs | Stanford HAI -
https://hai.stanford.edu/news/assessing-the-real-impact-of-automation-on-jobs

[31] [peer-reviewed] Systematic Review on the Impact of Various Types of Universal ... -
https://[pmc.nchi.nim.nih.gov/articles/PMC11351475/

[32] Universal Basic Income (UBI) | Pros, Cons, Debate, Arguments ... -
https://www.britannica.com/procon/universal-basic-income-UBI-debate

[33] [PDF] Universal Basic Income: A Dynamic Assessment Diego Daruich and ... -
https://www.nber.org/system/files/working_papers/w27351/w27351.pdf

[34] UBI Financing and Its Long-Term Impacts in Economies with a Large ... -
https://blogs.worldbank.org/en/impactevaluations/ubi-financing-and-its-long-term-impacts-economies-large-i
nformal-sector-guest

[35] [PDF] Universal Basic Income in the Developing World Abhijit Banerjee ... -
https://lwww.nber.org/system/files/working_papers/w25598/w25598.pdf

[36] [PDF] The Labor Market Impacts of Universal and Permanent Cash Transfers -
https://lwww.nber.org/system/files/working_papers/w24312/w24312.pdf

[37] [peer-reviewed] Basic Income and Human Needs Satisfaction: Evidence from ... - PMC -
https://[pmc.ncbi.nim.nih.gov/articles/PMC12583433/

[38] [edu] The pros and cons of universal basic income -
https://www.unc.edu/discover/the-pros-and-cons-of-universal-basic-income/

[39] [PDF] Can Cash Transfers Save Lives? Evidence from a Large-Scale ... -
https://lwww.nber.org/system/files/working_papers/w34152/revisions/w34152.rev0.pdf

[40] [PDF] General Equilibrium Effects of Cash Transfers: Experimental ... - NBER -
https://lwww.nber.org/system/files/working_papers/w26600/revisions/w26600.rev0.pdf

[41] [gov] UNIVERSAL BIOSENSORS INC - 10-Q (FORM 10-Q), filed 2025-08-04 -
https://lwww.sec.gov/Archives/edgar/data/1279695/000143774925024456/ubi20250630_10g.htm

Page 6


https://www.nber.org/system/files/working_papers/w24312/revisions/w24312.rev0.pdf
https://www.clevelandfed.org/-/media/project/clevelandfedtenant/clevelandfedsite/publications/working-papers/2021/wp-2121-the-macroeconomic-effects-of-universal-basic-income-programs-pdf.pdf?sc_lang=en
https://www.clevelandfed.org/-/media/project/clevelandfedtenant/clevelandfedsite/publications/working-papers/2021/wp-2121-the-macroeconomic-effects-of-universal-basic-income-programs-pdf.pdf?sc_lang=en
https://www.aeaweb.org/articles?id=10.1257/pol.20190299
https://www.census.gov/library/working-papers/2018/adrm/ces-wp-18-39.html
https://bfi.uchicago.edu/insight/research-summary/productivity-growth-and-workers-job-transitions-evidence-from-censal-microdata/
https://bfi.uchicago.edu/insight/research-summary/productivity-growth-and-workers-job-transitions-evidence-from-censal-microdata/
https://www.brookings.edu/articles/the-decline-of-the-u-s-labor-share/
https://www.nber.org/programs-projects/projects-and-centers/6630-policy-and-social-implications-declining-labor-shares
https://www.nber.org/programs-projects/projects-and-centers/6630-policy-and-social-implications-declining-labor-shares
https://www.federalreserve.gov/newsevents/speech/jefferson20260206a.htm
https://hai.stanford.edu/news/assessing-the-real-impact-of-automation-on-jobs
https://pmc.ncbi.nlm.nih.gov/articles/PMC11351475/
https://www.britannica.com/procon/universal-basic-income-UBI-debate
https://www.nber.org/system/files/working_papers/w27351/w27351.pdf
https://blogs.worldbank.org/en/impactevaluations/ubi-financing-and-its-long-term-impacts-economies-large-informal-sector-guest
https://blogs.worldbank.org/en/impactevaluations/ubi-financing-and-its-long-term-impacts-economies-large-informal-sector-guest
https://www.nber.org/system/files/working_papers/w25598/w25598.pdf
https://www.nber.org/system/files/working_papers/w24312/w24312.pdf
https://pmc.ncbi.nlm.nih.gov/articles/PMC12583433/
https://www.unc.edu/discover/the-pros-and-cons-of-universal-basic-income/
https://www.nber.org/system/files/working_papers/w34152/revisions/w34152.rev0.pdf
https://www.nber.org/system/files/working_papers/w26600/revisions/w26600.rev0.pdf
https://www.sec.gov/Archives/edgar/data/1279695/000143774925024456/ubi20250630_10q.htm

