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THE LOGIC OF 'AUSTERITY'

I have to begin by saying that I am not an economist. That should be obvious by the fact that you won't see any charts, graphs, diagrams, algebraic equations or even numbers in the course of this talk. By the same token I'm not an authoritative spokesman for Modern Monetary Theory. There is a very substantial academic literature that has been built up over the past thirty years, at least since the publication of Warren Mosler's Soft Currency Economics in 1996 and in fact, as I hope to show, there is a much older tradition. My aim is not to give a definitive account but to arouse your interest and encourage you to go further.

The term 'modern money' was I think devised by the American economist Randall Wray as a sort of joke since he was arguing that this is a description of what money is and what it has been for the past 4,000 years. Keynes, when pondering the origins of money, went through a period he called his 'Babylonian madness', seeking those origins in the state issued money (and this is the crucial definition of money. It is a creation of the state) in ancient Mesopotamia.

In 1924, the German economist Georg Friedrich Knapp published a book translated into English under the title The State Theory of Money. He called his approach 'chartalism'.
 The American economist and disciple of J.M.Keynes, Abba Lerner, writing in 1943, used the term 'functional finance'.
 Much of the work done in developing MMT has been associated with the Levy Economics Institute of Bard College, established in the United States by the hedge fund manager Leon Levy, where the economist Himan Minsky was established at the end of his life. Minsky developed a theory of economic crashes which rapidly came into favour after the Great Crash of 2008. Names associated with the Levy Institute are L.Randall Wray, Pavlina Tcherneva and Stephanie Kelton, Chief Economist on the U.S. Senate Budget Committee 2015 minority party staff and an Economic Advisor to Bernie Sanders' 2016 Presidential campaign. Elsewhere it is perhaps Bill Mitchell, Professor of Economics in the University of Newcastle, Australia, both in his books (recently the large academic textbook Macroeconomics) and on his very impressive online 'blog' who has contributed most to popularising and developing MMT ideas. In Britain the best known supporter is probably Richard Murphy, author of The Joy of Tax, with his Tax Research UK website.

My own interest in the question is largely political. I'm one of the many people who joined the Labour Party when Jeremy Corbyn became its leader. My hopes in Corbyn's leadership were (I suppose I should say 'are') twofold: first that Britain would withdraw from its engagement in overseas military adventures; and secondly that a Labour Government would be able to reverse the appalling 'austerity' policy that has been imposed on us ever since the Lib Dems enabled the Conservatives to take power in 2010. It is of course primarily the economic question that interests us here.

We all know the argument on which the austerity policy has been based. The Conservatives say that they inherited from Labour a huge deficit, and that this was the major problem that had to be addressed, hence George Osborne's ambition, supported by the Lib Dems, let us never forget, to achieve a 'balanced budget' and hence, of course 'austerity' (meaning a reduction in government spending not of course any restraints placed on the conspicuous enjoyments of the very rich). And we should never forget also that in 2010, when Osborne proposed his austerity programme, the temporary leadership of the Labour Party under Harriet Harman was willing to support it. This was seen as the hard-headed realistic option. 

We know of course also that the accusation made against the Labour government of profligate spending during the Blair-Brown years was deeply unjust. Leaving aside the absurd expenditure of equipping the army to fight in parts of the world that had nothing to do with national defence, Gordon Brown's watchword as Chancellor of the Exchequer was 'prudence' ('My first rule – the golden rule – ensures that over the economic cycle the Government will borrow only to invest, and that current spending will be met from taxation.'
). The government did, to its credit, engage in a substantial programme of building schools and hospitals. But ingenious schemes were devised to keep expenditure off the government books, as far as possible getting the private sector to put up the necessary finance, with the predictable result we're all experiencing now that these schools and hospitals are saddled with long term debts that have to be repaid with interest, as well as commitments to private sector supply of necessary services. Expenses which often have to be assumed not by central government but by local authorities. 

Never mind. A great deal was achieved with minimal government expenditure. But then of course along came 2008 and the financial crash. Gordon Brown had to come up with a solution very quickly and the solution he came up with was 'recapitalisation' - a massive injection of money from the government into the banking system which completely undid all the budgetary benefits (though I shall soon be arguing that those benefits were imaginary) that had been gained over the years of prudence.

What has been curious has been the weakness of the Labour Party's response to the charge of profligacy. The financial crash of 2008 was a direct - and I would suggest quite predictable - consequence of the deregulation of the financial services industry by the Conservative government in 1986.
 The embarrassment for Labour is that it had come to accept this, indeed to accept it as a triumph of government policy. After 1986 things could be done in London that could not be done in more tightly regulated financial centres elsewhere in the world. As a result business flowed into London. Other financial centres had to follow suit, culminating in the repeal of the Glass-Steagall Act (separation of domestic and investment banking) in the US by the Clinton government in 1999.

And it all looked like a great success. Gordon Brown pursued the policy of government withdrawal from the world of finance further with the independence of the Bank of England. he faced very little opposition and when he said in 1999: 'Under this Government, Britain will not return to the boom and bust of the past' or in 2007 'We will not return to the old boom and bust'
 he was only repeating a view that was generally accepted through the economics profession and also expressed by Alan Greenspan and his successor as Chairman of the US Federal Reserve, Ben Bernanke, that the skills had been developed by which, effectively, minor booms and busts could be shifted from one sector of the economy to another in such a way as to prevent a crash of the whole. This was what Bernanke called 'the great moderation.'

So Labour, having accepted the logic of deregulation of the financial services industry could not blame the Conservative architects of that deregulation for the crash and was unable to formulate a policy for dealing with it other than providing the banks with the means of going back to what they had been doing before it. And it is also difficult to protest against the politics of austerity when you too have accepted the logic that the government deficit is a problem and the ideal (even if it is recognised as an unattainable ideal) is a balanced budget.

MODERN MONETARY THEORY - A MAGIC MONEY TREE?

It is this logic that is challenged by Modern Monetary Theory. MMT indeed contests the very notion of a 'deficit'. The government spends so much money and it receives so much in taxes. Someone adds up what is spent and someone else adds up how much is received and the difference between them is recorded (as it would be if this was an ordinary household budget) either as a deficit or a surplus. If it is deficit, so the argument goes, the difference must be made up by issuing government bonds (otherwise known as 'borrowing') on which interest is payable. We might remember that in the wake of the 2008 crash it was on the rates chargeable on their bond issues that the economic performance of different members of the Eurozone was judged. 

The MMT argument is that, in the case of a government, these two sums - what is spent and what is received - are essentially unrelated. It may be an unfortunate coincidence that the initials MMT for Modern Monetary Theory could also stand for 'Magic Money Tree' but there is a sense in which government IS a magic money tree. Unlike an ordinary household, government spending is not constrained by what it receives in income.

This is not a policy prescription. It is a simple statement of fact. Governments may choose for one reason or another to impose on themselves constraints. The gold standard was a constraint. The 'balanced budget' is a constraint. I will be talking shortly about the constraints the main spokespersons for MMT believe need to be accepted. But these are a matter of choice, of consciously determined policy. When governments say there isn't the money to do such and such a desirable thing, it isn't true. If the government has full control of its own currency, then it can never lack money.

Of course the moment one says this people immediately have visions of overworked printing presses resulting in hyperinflation. Zimbabwe! Weimar Germany! Venezuela! But hyperinflation isn't the result of overworked printing presses. It would be more accurate to say that overworked printing presses are a result of hyperinflation. The hyperinflation is caused by shortages in the real economy, shortages of available goods and services, often exacerbated by foreign exchange problems. In Zimbabwe the collapse of agriculture owing to a poorly conceived agrarian reform led to massive shortages of food and an inability to pay for imports, not helped of course by international sanctions. In Germany the means of the economy were being sucked away in the post-war reparations and through the occupation of the Ruhr. 

In Venezuela  - let me pause for a moment. The BBC continually marvels that a country so rich in oil should be reduced to such a dreadful economic plight. But Venezuelan oil is very heavy and has to be refined. Successive governments - not just the Chavez government - have failed to invest in refineries so the oil is refined in the US. It is an expensive process so the profit margin on Venezuelan oil is very narrow. Chavez had the perhaps illusory good fortune that the international price of oil during his period in office was very high. Perhaps he should have used the windfall to invest in refineries and to wean Venezuela away from its dependence on imports paid for with oil. He instead made a priority of immediate relief for the terrible conditions of poverty so many people were living in. Subsequently the international price of oil crashed resulting in an inability to pay for imports hence a very high level of inflation. But this has been swollen into hyperinflation by the effect of US sanctions (amounting to a grand theft of Venezuelan assets). To quote the recent (April 2019) report Economic Sanctions as collective punishment: The case of Venezuela by Mark Weisbrot and Jeffrey Sachs: 'The loss of so many billions of dollars of foreign exchange and government revenues was very likely the main shock that pushed the economy from its high inflation when the August 2017 sanctions were implemented into the hyperinflation that followed.'

The main spokespersons for Modern Monetary Theory are not advocating that government simply throw money at the economy after the manner of the 'helicopter money' once proposed by Milton Friedman. Their suggestion is that the money should be spent - the constraint is that there should be things to spend it on. The constraint does not consist in any arbitrary definition of a permissible 'deficit' but in the capacities of the real economy - the ability to produce goods and services.

Perhaps a short digression might be in order at this point on the Great Depression of the 1930s, especially as it effected the US. Here we have the deeply amazing spectacle of an economy that was fabulously rich in resources grinding to a halt because of a collapse in the supply of money. Money was supplied through investment. Investment required a profit. Suddenly the financial markets lost confidence in the ability to generate profit. The prices and profit generating possibilities of shares crumbled. Great fortunes were wiped out. And the physical and human machinery that was more than capable of providing the whole population with a comfortable and pleasant life ground to a halt. With the 'New Deal' as an indication of what could be done - but could only be done - by an interventionist state.

The problem is - then as now - marrying the two worlds of the real resources of the country, including the labour force, with the means by which production, whether of goods or of services, can be financed. The socially useful function of the financial services industry is to facilitate this process. What we want is for the financial means to be directed to the most socially useful product. The expertise of the financial services industry however is to direct it to the most profitable product, which may be, and often is, a purely financial product, in which case the financial services tend to spin off into a world of their own. Maybe we can't complain about this. If you or I or the Church of England or a pension fund want to invest our money it is in hopes of securing a return. But the notion that this process by itself will guarantee efficiency in the market - that the criterion of profit will correspond to the criterion of human need - is absurd, even if it is the basic assumption of classical economics.

THE LIMITS ON GOVERNMENT SPENDING

Any private enterprise, large or small, or any charity, or local government, has to balance income and expenditure. It may enter into debt but it has to be able to service its debt. It runs the risk of bankruptcy. Only the state - assuming it has control of its own currency and that this currency is not tied to a foreign currency or to a commodity such as gold - can spend without the fear of bankruptcy - so long as there are resources that are available to it for sale within the area over which it exercises sovereignty, the area that uses its currency to pay taxes.

What are the limits to the availability of its resources - which are also the limits to its ability to spend? First of course, if the resources don't exist, which was the case in Zimbabwe after its agricultural capacity had been ruined; or in Venezuela which had long (and long before the Chavez period) been dependent on its oil revenue to buy in resources from outside. Then there is also the possibility that the resources of the country are being fully absorbed by the non-governmental sector, that the economy is, so to speak, booming. This is where tax comes in. The purpose of tax isn't to finance government spending but to create a 'fiscal space' that allows government to buy the resources necessary to provide essential but non-profitmaking services at a time when those resources are being, or could be, absorbed in the non-governmental sector. It is a matter of reducing the spending power of the non-governmental sector to free up resources, not of increasing the already in principle unlimited spending power of the state sector.

Another way of putting this is that if the non-governmental sector is at full capacity and still has money to spare, the result will be increased prices - inflation - the more so if the government is seeking resources for its own purposes. Too much money chasing too few goods, as the saying goes. In that case, taxation is simply a means of taking money out of circulation. The money thus taken doesn't go to the government for spending purposes. It goes in the bin. It's a more efficient way of doing what the current monetary policy does when faced with the danger of inflation. It raises  interest rates, thus making the prospect of borrowing money for investment purposes (which is the way in which at present money is released into the economy) less attractive.

But to quote the Master himself:

'For my own part I am now somewhat sceptical of the success of  merely monetary policy directed towards influencing the rate of interest. I expect to see the State, which is in a position to calculate the marginal efficiency of capital-goods on long views and on the basis of the general social advantage, taking an ever greater responsibility for directly organising investment; since it seems likely that the fluctuations in the market estimation of different types of capital ... will be too great to be offset by any practicable changes in the rate of interest.'

(J.M.Keynes; General theory, p.164).

The fact that inflation is under control at the present time (June 2019) even though interest rates have been virtually at zero ever since the 2008 crash, is a measure of how seriously at present the economy is under-performing, which is in turn a measure of the enormity of the resources that would be available to a government that was willing to spend money and wasn't constrained by absurd notions of maintaining a 'balanced budget'.

WHY TAXATION?

It seems to me though that this understanding of tax is one of the most difficult aspects of the MMT argument. At present the willingness of people to pay tax, and to be morally offended by (for example) big corporations that don't pay their fair share of tax is largely based on their belief that taxes are necessary to pay for public services. To present taxes as simply a means of depriving the non-governmental sector of resources to free them up for use by the pubic sector - and the idea that the taxes we pay go straight into the wastepaper basket - may be a difficult sell. On the other hand, on this understanding we may need to pay less in taxes than we would do otherwise. An early example of the argument for MMT comes in an essay published in January 1946 by Beardsley Rumi, then Chairman of the Federal Reserve Bank of New York, under the title Taxes for revenue are obsolete.

Writing in the aftermath of the war and with experience of the New Deal, Rumi says:

'If we look at the financial history of recent years it is apparent that nations have been able to pay their bills even though their tax revenues fell short of expenses. These countries whose expenses were greater than their receipts from taxes paid their bills by borrowing the necessary money ... 

'In the past, [my emphasis - PB] if a government persisted in borrowing heavily to cover its expenditures, interest rates would get higher and higher, and greater and greater inducements would have to be offered by the government to the lenders. These governments finally found that the only way they could maintain both their sovereign independence and their solvency was to tax heavily ...

'Two changes of the greatest consequence have occurred in the last twenty-five years which have substantially altered the position of the national state with respect to the financing of its current requirements.

The first of these changes is the gaining of vast new experience in the management of central banks.

The second change is the elimination, for domestic purposes, of the convertibility of the currency into gold.

Final freedom from the domestic money market exists for every sovereign national state where there exists an institution which functions in the manner of a modern central bank, and whose currency is not convertible into gold or into some other commodity ...

'It follows that our Federal Government has final freedom from the money market in meeting its financial requirements. Accordingly, the inevitable social and economic consequences of any and all taxes have now become the prime consideration in the imposition of taxes.'

There, laid out in 1946 by a Chairman of the Federal Reserve Bank of New York, is the core argument of Modern Monetary Theory.

He goes on to give examples of the proper use of taxes which include using them 'as an instrument of fiscal policy to help stabilise the purchasing power of the dollar' ie to control inflation. If the taxes are insufficient there will be too much purchasing power in the hands of the public - too much money chasing too few goods - and that will cause inflation; if the taxes are too heavy then too many goods will be chasing too little money, and that will cause unemployment. He also supports progressive income and estate taxes to bring about a greater equality of wealth. And taxes that will support: 

'some industrial or economic interest. The most conspicuous example of these taxes is the tariffs on imports. Originally, taxes of this type were imposed to serve a double purpose since, a century and a half ago, the national government required revenues in order to pay its bills. Today, tariffs on imports are no longer needed for revenue. These taxes are nothing more than devices to provide subsidies to selected industries; their social purpose is to provide a price floor above which a domestic industry can compete with goods which can be produced abroad and sold in this country more cheaply except for the tariff protection.' 

Another important policy tool that has been abandoned under the present doctrine of Neo-liberalism.

But he was strongly opposed to a type of tax that is in high favour among the Left at the present time, namely Corporation Tax which, he suggests:

'must come in one of three ways. It must come from the people, in the higher prices they pay for the things they buy; from the corporation’s own employees in wages that are lower than they otherwise would be; or from the corporation’s stockholders, in lower rate of return on their investment. No matter from which source it comes, or in what proportion, this tax is harmful to production, to purchasing power, and to investment.'

THE TWO (OR THREE) PERSONS OF THE ECONOMY

If we treat whatever is government and whatever is not the government simply as two individuals entering into a financial relationship it becomes obvious that a government deficit is in the interests of everything that is not the government. It means that the government is paying out more than it is receiving in taxes. Which means that the non-government sector is receiving more than it is paying taxes. A balanced budget means that the non-government sector is gaining nothing. A government surplus means that the non-government sector is losing money to the government. Of course the hope is that the government is redistributing the money, taking from the rich to give to the poor, or from profit-making projects to give to socially necessary but maybe unprofitable, or low profit projects. But the fact remains that the non-governmental sector taken as a macroeconomic whole gains from a government deficit and loses from a government surplus.

There is a third 'person' to be taken into account apart from government and non-government, and that is the external sector, foreign trade, and here again MMT gives a perspective that is counter-intuitive. This is a preference for imports over exports. The argument is that what we are exporting is a real resource while what we receive in return is only money. In their book Reclaiming the state, Bill Mitchell and Thomas Fazi comment on the supposed success of an export driven economy such as that of Germany:

'Even though the country is often touted as a success – and as a model for other countries to follow – for its massive current account surplus, in his book Die Deutschland Illusion, Marcel Fratzscher, head of the German Institute for Economic Research (DIW), writes that Germany’s obsession for trade surpluses has resulted in chronic private underinvestment in the country’s economy, as the whole system depends on German capital fuelling demand abroad ...

'Germany’s current account surplus is largely a result of the wage-compressing policies pursued by the government from the mid-2000s onwards, which led to a proliferation of precarious, low-paid, low-skilled jobs, and to the stifling of internal demand – and thus of imports. German citizens have therefore experienced – and continue to experience – considerably lower living standards than they would have enjoyed under conditions of trade equilibrium or surplus. As Philippe Legrain wrote, this demonstrates that Germany’s external surpluses, far from being an example of superior competitiveness, "are in fact symptomatic of an ailing economy"'.

And we might add of course that Germany's push for exports was a major cause of Greece importing more than it could afford and therefore plunging into a state of debt, which would have been impossible if it still had control of its own currency and hadn't ceded it to the European central Bank when it adopted the Euro. To quote Simon Wren Lewis, one of the architects of John McDonnell's 'fiscal credibility rule': 'The euro crisis happened because individual member countries did not have their own currency or central bank, and in addition the European Central Bank (ECB) initially refused to fill the gap when markets failed to lend more to Greece and other periphery countries. The crisis ended in September 2012 when the ECB changed its policy through its OMT programme. In this vital sense, the UK could never become like Greece.'

FULL EMPLOYMENT OR THE NAIRU

But perhaps the most notable policy associated with Modern Monetary theory is the 'jobs guarantee'. This is a restoration of the old post-war policy of seeking 'full employment', taken for granted by both Conservative and Labour governments until the 1970s when it began to give way to the so-called 'Non-inflationary rate of unemployment' - the view that a certain 'natural' level of unemployment has to be preserved, as a matter of government policy, in order to avoid a process of accelerating rate of inflation (the NIRU has now become the slightly more sophisticated NAIRU - Non-accelerating inflation rate of unemployment).

This was an issue that was coming to the fore in the 1960s. The full employment commitment had put the working class, organised in the trades unions, in a strong bargaining position, resulting in wage increases almost on demand regardless of the overall state of the economy, resulting in a potential mismatch between what was available for spending and what was available for buying, a recipe for inflation. I was at the time a member of a small left wing group which, unusually on the left, supported the principle of prices and incomes policy as a means of dealing with this, while recognising that the need to plan incomes policy across the whole economy should involve the organised working class in a much more active role in the overall determination of economic policy. It would thus be an advance in what appeared to be the tendency of British history since the nineteenth century towards the working class becoming the ruling class, a sort of language we could use then but is very rarely, if ever, heard nowadays, even from people who call themselves 'Marxists'.

The organised working class, however - the unions and most left wing groupings other than ourselves - remained firmly wedded to the principle of 'free collective bargaining', basically each section of the organised working class pushing for whatever it could get. They were thus inclined to accept the view that the demand for wage increases was a product of inflation and not a cause - a view which of course had a lot of credibility in the wake of the shock oil price increase of 1973. However a working class capable of assuming responsibility for the national economy as a whole would have recognised (as the Labour government did) that this external source of inflation necessitated a wages cut.

The result was that the commitment to full employment was abandoned, firt under the Labour government of James Callaghan but then more determinedly under Margaret Thatcher, and a political philosophy developed which stressed government's impotence in the face of social problems. Inflation was identified as the principle enemy to be combatted and combatting inflation required the maintenance of previously unimaginable levels of unemployment which of course had the effect of destroying the bargaining power of the unions. The phrase 'free collective bargaining' has there long disappeared from current political discourse.

As I understand it, the Non-accelerating rate of unemployment is an abstract calculation of the rate of unemployment that would be necessary to allow the economy to operate at full capacity without resulting in inflation. Inflation, as we have seen, results when there is a mismatch between the total income of workers, capital and government on the one hand, and the real output available for distribution on the other. If the total income is greater than the total output available then we have inflation; if it is less we have deflation.

Classical theory tells us that the market, the mechanism of supply and demand, left to its own devices with no interference from busybody politicians, will naturally tend to settle on this perfect equilibrium. But of course there will be ups and downs - 'crises' - and as Keynes remarked it isn't a lot of use telling the sailors in the middle of a storm that in the long term the sea will eventually be calm again.

In the Neo-Liberal view of things, unemployment, with all its attendant human costs, becomes a measure of the state of the economy. The NAIRU tells us what the natural rate of unemployment would be if the society's level of production and level of spending were in balance, and therefore there was no, or only a controlled amount of, inflation. If the unemployment level goes above that rate it is a sign that the economy is deflating and needs a stimulus. Neo-Liberal ideology is such that that stimulus shouldn't be produced by government spending, it should be produced simply by lowering the interest rate to encourage borrowing. If the unemployment rate goes below the so-called 'natural' rate then the economy is overheating, there is a risk of inflation, and the interest rate should be raised to discourage borrowing.

Under its so-called independence introduced by Gordon Brown, controlling the rate of inflation (not ensuring full employment) is the only responsibility of the Bank of England, and manipulating the interest rate is its only policy tool.
 The same is true for the European Central Bank. Calculating the natural rate of unemployment becomes a major part of the skill set of a professional economist. This is one of the things that is meant when we hear the word 'technocrat'. When I heard Bill Mitchell talking in London he referred at one point to research that indicates socio-pathological character traits that develop among economics students as they pursue their studies, losing elementary feelings of empathy with other peoples suffering.

RESTORING FULL EMPLOYMENT

Modern Monetary theory aims to restore full employment as a government policy but instead of trying to organise the economy in such a way that the jobs can be provided by the non-government sector, the government itself should make an unconditional offer of jobs to anyone able and willing to work. A top-down approach in which the government stimulate industry or the financial sector in the hopes that they will create new jobs is replaced by what Pavlina Tcherneva calls a 'bottom-up' approach in which the government money goes directly to the people who need the jobs. In one of the many very impressive, more or less daily essays on his website (they're more substantial than what would normally count as 'blogs') Bill Mitchell lays out the case in the form of extracts from a report published in 1941 - Development of Resources and Stabilisation of Employment in the United States by the government established National Planning Board.
 'A reading of that report', he says, 'will leave you in no doubt as to how a national currency issuing government can implement effective fiscal policy to meet both longer term needs of its people but also counter cyclical responses in a time when recession threatened as non-government spending was in retreat.'

Some extracts:

'The provision of the physical facilities needed for the service of the community as a whole has traditionally been considered a proper responsibility for government finance and administration ...

'It was recognised long ago that activities such as these presented opportunities for job creation during recurring periods of widespread unemployment ...

'Jurisdiction over the work is wholly in the hands of public bodies, a large proportion of the labor required needs no special skills, and the work is widely spread geographically ...'
A Report from the British Poor Law Commissioners in 1905 is quoted as saying:

'scheduling of regular public works and regular government purchases in such a way that a larger amount would be done when private business was less active and a smaller amount when private business was more active, with the idea that this would serve as a regulator and stabilizer of the total economic activity of the nation ...'

Written in 1905. Light years ahead of where we are in 2019.

In this way, the Job Guarantee solves the so-called 'Phillips Curve' conundrum which gives us a choice between the evils of unemployment and the evils of inflation. With the Job Guarantee we could provide full employment AND control of inflation. This is one of the things that distinguishes it from the main proposed policy alternative - the Universal Basic Income.

The UBI tolerates and indeed may even encourage unemployment. Nor does it do anything to counter inflation. Indeed since it puts money into the economy without a service being provided in return it could increase inflation. Although it does provide workers with a little more security and therefore a stronger negotiating position when seeking paid work, it doesn't provide those who want to work with an alternative to whatever low paid work in poor conditions might be provided by the private sector. Pavlina Tcherneva has argued that 'if the public employment option offers a decent job at decent pay, employers who pay poverty wages with difficult working conditions would have to match the Jobs Guarantee pay and conditions to retain workers.'
 It would put an end to the present state of affairs in which a large number of people classified as in employment are still living in poverty. The job guarantee also has the advantage that, unlike UBI, it enables government in conjunction with local government and other public services to direct labour into socially useful services not otherwise provided by the market orientated private sector.

It seems to me that this body of thought is quite consistent with ideas that were developed in the 1930s and which entered the mainstream during the war and for some twenty years after it. It is a measure of the triumph of what we call Neo-Liberal economics since then that these ideas now appear farfetched and marginal. A related website - 'Naked Keynesianism' - which has reservations about MMT but nonetheless claims to represent the continuity of Keynes's thinking describes itself as 'Hemlock for Economics Students' admitting that if economics students accept its ideas their careers will be ruined. My father studied in Cambridge just before the war under Joan Robinson, possibly Keynes's most distinguished pupil. He became a senior civil servant, Permanent Secretary to the Minister of Commerce in Northern Ireland. I was brought up taking the virtues of 'deficit financing' and 'spending your way out of a recession' for granted. The spectacle of the British and European governments abandoning that great tradition instead of further deepening it has astonished me. Now the Neo-Liberal alternative, with its emphasis on 'freedom' - the free market, free movement of capital, of services, of industry - small government, light touch regulation, the balanced budget - has been tried and found horribly wanting. With Modern Monetary Theory I think we have a coherent body of thought with which it can be confronted and overcome. And this - together with an end to military interference in other parts of the world - is the most important political task facing us at the present time.
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