A UBI under a carbon dividend would increase debt and decrease GDP significantly
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The Roosevelt Institute estimated that a deficit-financed payment of $500 a month to every adult in the U.S. would increase consumption, thereby raising the GDP by up to 6.8% by 2027. However, Wharton economics and public policy professor Kent Smetters and his colleagues used a richer dynamic model to estimate the same UBI plan would increase the federal debt by more than 63.5% by 2027, while GDP would fall by 6.1%. By 2032, the debt grows by 81.1% and GDP falls by 9.3%. The smaller tax base also sharply reduces Social Security revenue by 7.1% by 2027 and 10.4% by 2032.
“A Universal Basic Income program would provide a guaranteed income for each American, but it would substantially lower GDP, regardless of how the program is financed,” the researchers said in their 2018 policy brief, “Options for Universal Basic Income: Dynamic Modeling.”
The dynamic model considers three methods for funding a universal basic income: deficit financing, an 11.25% payroll tax or external financing. Deficit financing dramatically adds to the national debt, which reduces private capital service formation over time. The payroll tax approach distorts household labor supply decisions by increasing marginal tax rates. And external financing, like a program being conducted in Alaska using royalties from mineral extraction rights, is a nonstarter. Such financing is “implausible on a national scale,” the researchers said.
Although debated by academics, universal basic income is resoundingly unpopular among labor leaders who argue that it undermines the average worker.
“This concept of universal basic income is a surrender to a kind of grim Dickensian view of the future, frankly, in which people are robbed on the dignity of work,” Barry Broad, chair of the California’s Employment Training Panel, said in an interview with the Los Angeles Times. “It’s naive to think universal basic income is going to pay the bills. It’s going to at best give people a poverty wage.”
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