Funding the Future

When there's nothing left for markets to invest in, wha...
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One of my recurring themes on this blog lately has been the failure of neoliberalism to
find any use for the money saved in our economies.

| am not alone in noticing this theme. Martin Wolf in the Financial Times has, for
example, written for several years about the problem of a global savings glut, He has
been right to do so.

As | have noted, this has been created by gross wealth inequality, delivering rewards to
some way in excess of their needs, meaning that they have saved in the style that
Martin Wolf has described, coupled with the failure of financial markets to find any use
for that money.

At the same time, the neoliberal dogma that has simultaneously created that inequality
and excess reward, and so a savings glut, has also created the idea that wealth can be
created by financialisation alone, rather than through the creation of actual value by
production, which has, as a result, created significant financial fragility in the balance
sheets of many of the world's largest companies

Simultaneously, neoliberalism has promoted the dogmatic belief that government must
withdraw from active involvement in the economy, meaning it must take no part in
putting people's savings to constructive use, an issue | have addressed many times.

In a nutshell, it is this combination of circumstances that has created much of the crisis
we now live in.

| was reminded of this_by an article in the Financial Times this weekend. The article in
question was about the last quarter’s results for Berkshire Hathaway, the company that
was, until very recently, headed by the supposedly legendary investor Warren Buffett,
but which now has a new CEO. It noted that he has not changed the company strategy
that he inherited from Buffett, which has over the last three or more years been based
on the idea of selling out of investments in stock exchange companies and building
ever greater cash piles, or their equivalent in the form of savings in US Treasuries, and
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maybe other government bonds.

This chart revealed the trend:

Berkshire's cash pile swells to new record
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You will note that Berkshire Hathaway now has a cash pile totalling $380 billion. In that
case, those buying its shares do not only now buy a stake in the remaining investments
in a diversified range of companies that Berkshire Hathaway holds, but they also use
their money to buy into a company that quite literally holds money because it can, just
like the saver buying its shares, find nothing better to do with it.

That is, quite literally, the meaningless point which modern capitalism has reached, and
please do not offer investment in Al as a counter-narrative to this. The current wave of
investment in Al, large as it is, proves my point precisely because it indicates how
desperate people are to find any form of new economic activity that might generate an
economic return, when the fact is that Al not only cannot be guaranteed to do that, but

might, in fact, be wholly destructive, both of our climate and of our economy, by
destroying employment within it, alongside the whole structure of our society as a

consequence.

Having reflected on this, | then came across this issue of capitalism running out of road
in a different way. Since we started our YouTube channel, | have watched videos on
cameras, video equipment, lenses, microphones, and all the things | had to learn about
to reach an acceptable level of production quality. During that process, | came across
the YouTube channel of a chap known as Gerald Undone, His videos were probably the
most sophisticated analysis of camera equipment available on YouTube, and he was
widely followed because he was just so good at spotting which products were good,
explaining why, and what should, alternatively, be avoided.

And now he is giving up doing that. Why? That is because he says that all the fun has
gone out of his job. His argument is that, whoever you now buy a camera from, whether
it be Sony, Canon, Nikon, Leica, Panasonic, or anyone else, most probably including
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your phone, you will get a piece of equipment that is near enough perfect, and capable
of delivering a photograph so far beyond the limits of your imagination that preparing
technical analysis of them any more is becoming a waste of time.

As he has said, talking about the creative process, which is something he has never
really done, remains relevant. Talking about the kit is not. It has reached the point
where every reasonable demand that a human photographer can make of any such kit
not only can be, but will always be, delivered. The rate of return on further investment
in developing such equipment is now so small that it is hardly worthwhile to make it.

That summarises the neoliberal problem in a nutshell. We have reached the point
where, when it comes to “stuff” of this sort, there is little further progress to be had,
and any claims of difference will now come down to marketing spiel, and not to reality.
What matters now is the capability of people, which is the very thing that neoliberalism
wants to destroy.

Neoliberalism does not want to create people who can take photographs, because if
people can think well enough to be really creative, they will question the neoliberal
system, and the photos they create might challenge it. When they could complain
about their kit for not producing the photos they required, they might have been put off
creating the content that asked the questions that are necessary in life. Now there is no
point in complaining about the kit; the only questions left are the meaningful ones.

No doubt, in due course, neoliberalism will find another way to suppress people from
asking the questions it thinks undesirable. That is its chosen way, although it has yet to
find an answer to the problem neurodivergent people pose to it, among whom willing
compliance is rare, which is why all our leading neoliberal political parties and think
tanks are turning so heavily against people with those conditions.

To further contextualise this, | published a video yesterday asking a rhetorical question
about why | do this, by which | meant why | write blog posts every day and post a video
every day. In summary, as | explained, that is because | want to find the answer to the

question, what is our economy now all about?

What is now clear is that it is not about creating further technologies that will forever be
beyond human capacity to use. Instead, it has to be about how we advance human
capability. It is only by investing in people, meeting their needs, and providing them
with the freedom from fear that they need to explore their own capacity to live well that
we can now see a rate of return on the resources available in this world. The amazing
and useful coincidence is that by doing so, we can also avert the major consequences
of climate change.

Once we have our basic needs met, and | stress that point, most of us do not need
more stuff. What we need is more understanding, which will, in turn, deliver a more
level playing field, because when all is said and done, all of us are finite in what we can
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achieve, whilst massively diverse in how we achieve that goal, and it is by achieving
satisfaction for everyone that we can now produce the returns that society requires.

There is, then, a requirement for a massive change in mindset. Markets have
supposedly created untold wealth, but it is deeply concentrated and now unable to
generate any further returns beyond rent extraction. In contrast, the scope for
non-market-based activity by government and others to build capability and produce
well-being remains enormous, massively underexploited, and with real potential to
deliver returns far beyond anything that investments in market capital, technology, or
rent extraction can produce at this point in time.

In this context, | am thinking a lot about how we need to reconsider GDP and related
macroeconomic goals There is nothing to publish yet, but what | am finding, as a
consequence of that thinking, is a whole new range of economic indicators on what is
really happening in the world around us, which can provide better indications of how we
can allocate the world’s resources, which, in economics, is the ultimate answer to the
ultimate question. There will be more on this in due course.
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