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economic
outcomes

Calling for

An Integrated Theory of Technology, Employment, Income and Money

the infegrated
economy

A call to incorporate technology infto economic theory

technology . . ) .
* invents a myriad of products and services for consumption

« radically alters the capital/labour production function
« thus affects employment and labour income
« its productivity delivers prosperity

employment
« information flows optimise transactions

Nathan Rosenberg 1992 ‘Technology and the Wealth of Nations’
Giovanni Dosi 1988 ‘Technical Change and Economic Theory’



Dysfunctionality in the present economic paradigm

= inadequate income EXPLANATORY HYPOTHESIS

« Technology is reducing aggregate labour income

= in-work poverty i
and accumulating debt

Full employment

failing to deliver

= ey adequate income
= inequality POLICY TARGET
» excessive debt « Getincome to people
. « Get debt out of the system
» crisis

» qusterity

. POLICY INSTRUMENT
» ecological damage

e Basicincome

Needs
+ Debt-free sovereign money
(aka direct monetary funding of
» radical re-think government spend)

®» economic system re-engineering.



A thought experiment

» plug machine info earth for total GDP, ie no wages

» distribute output via annual voucher issue

» ]100% GDP = basic income

» [00% GDP = sovereign money, debt free like coinage

Nuanced argument

» Bl and debt-free sovereign money structurally necessary in high-tech economies




Hypothesis :
Technology sucks income out of the economy
creating debt instead of UBl and DFSM

Robots destroy jobs?
AUTOMATION
Not yet, but next phase * Covid has increased

Increases productivity debt for many (Guardian)

* Increased output per hour worked
* Reduced wages per unit of output

- Real wages < productivity - 1 Sucks income out of >
the economy Forces Household
households to | f
T . debt
| increase debt

TEST OF HYPOTHESIS
Aggregate labourincome

as % GDP Increases Government
and % consumer spend |7 govermnment debt
welfare spend

A 4

3 Reduced labour 2 Bifurcates employment g‘ﬂf‘;"z:c';'if:\;’;;‘;‘f;{;’somes
bargaining power = into . pover’ry T
high pay specifl’ry jobs inequality
low pay ‘bullshit’ jolos
INEQUALITY ecology |
humanity



https://www.theguardian.com/money/2021/feb/11/covid-fuels-huge-rise-in-britons-at-financial-risk-warns-regulator
https://www.theguardian.com/money/2021/feb/11/covid-fuels-huge-rise-in-britons-at-financial-risk-warns-regulator

Empirical evidence UK
- labour income declines consistently vs consumer expenditure 1948-2016

» supports hypothesis that automation is sucking income out of the economy

» delinking of productivity and real wage

UK labour income and consumer spend 1948-2016
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Source : UK ONS (note that ONS define ‘Labourincome’=wages + self-employed income) with thanks to David Matthewson and other staff at ONS for
valuable help in defining and interpreting UK income data streams




Research evidence

- technology does reduce labour share in the UK economy

Institute for Policy Research
University of Bath, UK

®» multi-country econometric study Technologicalchangeand
demonstrates that technology rgduces growthregimes
labour share in economy, creating need for

basic income

Assessing the case for universal basic income in an
era of declining labour shares

» simulations of productivity, basic income,
and debt-free sovereign money scenarios
using stock-flow consistent model

Joe Chrisp, Aida Garcia-Lazaro, Nick Pearce

»  www.bath.ac.uk/announcemenis/new-report-assesses-
the-case-for-universal-basic-income-ubi-in-response-to-
technological-change

August 2022
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https://www.bath.ac.uk/announcements/new-report-assesses-the-case-for-universal-basic-income-ubi-in-response-to-technological-change/
https://www.bath.ac.uk/announcements/new-report-assesses-the-case-for-universal-basic-income-ubi-in-response-to-technological-change/
https://www.bath.ac.uk/announcements/new-report-assesses-the-case-for-universal-basic-income-ubi-in-response-to-technological-change/

Empirical evidence - all economies awash with debt

Japan

UK Household debt % GDP .
EU national debt % GDP
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The debt delusion

Prohibition on direct monetary financing of government spend

!

But it's necessary so is done indirectly

!

Central banks buy government debt in secondary market
Since government owns central bank (or requires Fed to pay surpluses to Treasury), this is zero net debt

Accounting convention to record central bank money = debt is not necessarily so

!

Gives huge risk-free margins to fraders in primary bond market

|

Accumulates unrepayable national debts which impose interest financing and austerity

|

Debt-free sovereign money exists — £875bn in UK - recognise it — from de facto to de jure



The Money

- funding basic income
see

. ‘The Case for
» UB| either Basic Income’

» too small to be meaningful at

» too large to be affordable

» Funding options

Revenue neutral = higher tax/replace other benefits = unconditionality = less infrusion? = less poverty?2

Wealth tax Difficult to tax range of assets continuously

Land fax Most profitable FANG companies use little land

Eco-fax Eco-tax should self cancel, reduce pollution not raise revenue
Sovereign fund investment Requires one of above over time

Sovereign money creation A heterodox paradigm change



http://www.ubi.org/

see
‘The Case for
Basic Income’

4 Reasons why Basic Income needs

Debt-Free Sovereign Money at

= The only way to deliver adequate basic income at affordable cost

» Breaks the challenge that UBI either too small fo be meaningful or too large to be affordable

Consistent argument for debt-free sovereign money as for basic income

®» e thought experiment of totally automated economy
= Pilot of UBI + DFSM has been delivered in Covid economy
» UK furlough scheme paid £24K to 3m people , cost = £69bn

» BoE bought £875bn of government debt = debi-free sovereign money

» Gets income to people AND debt out of the economy



http://www.ubi.org/

Research evidence

- basic income funded by debt-free sovereign money generates a stable

equilibrium

Cambridge Econometrics
Multi-sectoral model of the UK economy

» demonstrates stable macroeconomic
equilibrium with UBI + DFSM, ie no hyperinflation
or devaluation collapse

» models macroeconomic UBI/DFSM implications
of microsimulation UBI schemes

» simulates future sectoral productivity
assumptions vs aggregate labour income
driving UBl and DFSM

®»  www.camecon.com/what/our-work/the-macroeconomics-
of-basic-income/

Cambridge University team

» stock flow consistent model with explicit
financial centre to run the same analysis,
reporting Q1 2023

Macroeconomic implications of a
basic income

The Cambridge Tru:

irNew Thinking %, cambridge

v econemetrics
inEconomics '

Cavaricge, LK


https://www.camecon.com/what/our-work/the-macroeconomics-of-basic-income/
https://www.camecon.com/what/our-work/the-macroeconomics-of-basic-income/

The case for basic income

Social justice

» addressing inequality, precarity see

» sharing inherited infrastructure and technology ‘The Case for
Basic Income’

Best welfare system af

» |ess intrusive, lower cost, higher uptake than means-tested benefits
®» No unemployment and poverty traps (UBI # work disincentive)

Ecology
» preaking link between income and more output, resource depletion, and pollution

Human flourishing
» cnabling choice of lifestyle

Macroeconomic - demand and debt
» getting income to people, as automation reduces aggregate labour income
» getting debt out of the system, avoiding crisis and austerity
» policy and philosophy to become less work-centric


http://www.ubi.org/

Basic income and sovereign money
- the alternative to economic crisis and austerity policy

’ “OM

Basic Income and
Sovereign Money

Geot! Crocker

“This is a radical, thought-provoking book, which brings together debates that are often kept
separate about basic income and 'sovereign money'. You might not agree with all of it, but it
makes big arguments and does so with constructive intent: that of proposing alternative ways of
organising our economy and welfare states.”

Nick Pearce, Director of The Institute for Policy Research, University of Bath, UK

“Though | have criticized modern money theory (MMT) for being too facile regarding the
consequences of money financed deficits, | welcome this book’s advocacy of a universal basic
income. MMT proponents have focused on the problem of employment. Geoff Crocker wants to
shift the focus to basic income, and | believe he is right. We are in an era of transition.
Employment was the fundamental problem of the 20th century. Income distribution will be the
fundamental problem of the 21st century. We must begin transitioning the policy discourse now.
In coming decades we will need both employment and basic income policy. It is good to have
MMT advocates on board.”

Thomas Palley, independent economist, Washington, DC, USA

"Geoff Crocker's book is a very stimulating and provoking contribution to the discussion of how to
define, identify, and finance basic income. It addresses very clearly the societal issue of a
monetary basic income funding which will excite the discussion beside well --known tax
proposals, and establishes the discussion on integrating basic income directly into crisis
prevention and crisis solutfion.”

Bernhard Neumadarker, Gotz Werner Professor of Economic Policy & Constitutional Economic Theory
and Head of Freiburg Institute for Basic Income Studies (FRIBIS) at the University of Freiburg
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