Funding the Future

The economic battlefront has been drawn: let the battle...
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Carl Bildt is the co-chair of the European Council on Foreign Relations. He posted this
on Twitter just now:

There is an element of truth to what Bildt says. The EU does not direct how a
government may spend their funds. Nor does it set a limit on public spending. What it
does set is a limit on deficit spending. But then, Bildt makes that point too, and in a
most uncomfortable fashion. What he says is that there is no democratic control, per
se, over what governments might spend because that is set by markets who go
'bananas' if they want to borrow to do so.

The far-rights exploitation of the Genoese bridge disaster is unacceptable. So too, |
have to add is Carl Bildt's.

The constraint on infrastructure spending within an economy is not the money markets'
to prescribe. The constraint is the ability of that economy to find the physical and
human resources required to undertake that spending. If that physical and human
capacity to undertake the work exists then it is not just reckless, but it is grossly
irresponsible, not to undertake infrastructure projects that secure the future well-being
of a country.

A company that said it wanted to invest to provide secure future income streams would
be the darling of the market, money would pour its way. Apparently, however, when a
government wishes to do the same thing it is grossly irresponsible under market
censure it.

The truth is that this is absurd. Governments are the best bet when it comes to
investment security that there is. And if you want to imagine how good the economy is
going to be when the road system has fallen apart, dream on.

So, markets should not be a constraint.
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And if the physical capacity to make infrastructure that is for the benefit of society
exists - and | think it does because all the standard macroeconomic assumptions on the
levels of unemployment the both really exist, and which create inflation in the
economy, are being proved wrong, almost daily - then either markets have to get their
heads around the fact that this is a good thing, and so governments are going to do it,
or governments have to get their heads around the fact that markets are a bad thing,

and they are going to have to ignore them by using what | originally called green
infrastructure quantitative easing and which Jeremy Corbyn called People's QE.

This is a battlefront. Let's make no mistake about it. The spivs (I use the word with
care) in the financial markets whose only concern is with short-term gain maybe
wholly indifferent to the creation of long-term viability within our economies, which will
require the replacement of large quantities of existing infrastructure with newer, safer,
greener and more sustainable assets, but the rest of us have to take this need
seriously. There may well be a time when we have to realise that doing so might
require us to substitute current consumption for the investment activity that this will
require: so be it. But again, the constraint is not money: the constraint is the physical
allocation of resources. And we cannot let the belief that markets can dictate prevent
us from having the future that we need if our economies, our environment, and our
children's world are to be viable.

Let battle commence.

And let Carl Bildt be the loser.
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