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Systemic	
  problems…	
  

•  A	
  manufacturing	
  base,	
  	
  which	
  is	
  the	
  
foundaIon	
  of	
  a	
  wealthy	
  economy	
  and	
  a	
  
middle	
  class,	
  is	
  disappearing	
  	
  

•  Income	
  inequality	
  is	
  leading	
  to	
  a	
  plutocracy	
  of	
  
billionaires	
  who	
  control	
  the	
  poliIcal	
  system	
  	
  

•  Global	
  warming	
  
•  The	
  end	
  of	
  cheap	
  fossil	
  fuels	
  (e.g.,	
  peak	
  oil)	
  
•  Ecosystem	
  destrucIon	
  (Desert	
  Earth)	
  



…Require	
  systemic	
  soluIons	
  

•  We	
  need	
  an	
  interlocking	
  set	
  of	
  large-­‐scale	
  soluIons	
  
to	
  our	
  civilizaIon-­‐threatening	
  problems	
  

•  We	
  need	
  to	
  set	
  up	
  a	
  clear	
  vision	
  of	
  what	
  a	
  
sustainable,	
  just	
  society	
  would	
  look	
  like.	
  

•  We	
  need	
  to	
  go	
  on	
  the	
  offensive	
  	
  
•  We	
  need	
  a	
  concrete	
  plaTorm	
  for	
  elecIons	
  

•  SoluIons	
  should	
  be	
  government-­‐based	
  
•  Cost	
  should	
  be	
  in	
  trillions,	
  over	
  10	
  to	
  20	
  years	
  



What	
  are	
  the	
  goals?	
  

•  Eliminate	
  unemployment	
  and	
  poverty	
  or,	
  
guarantee	
  everyone	
  a	
  good	
  job	
  

•  Indefinitely	
  sustainable	
  economic	
  growth	
  for	
  
the	
  enIre	
  populaIon	
  

•  Environmentally	
  sustainable	
  –	
  over	
  eons	
  
– Carbon-­‐free	
  
– PolluIon	
  and	
  garbage	
  free	
  
– Without	
  using	
  up	
  natural	
  capital	
  

•  Economic	
  and	
  poliIcal	
  democracy	
  
	
  



How	
  does	
  the	
  economy	
  work?	
  

•  The	
  economy	
  is	
  a	
  system	
  –	
  an	
  ecosystem	
  
•  An	
  economy	
  has	
  many	
  funcIonal	
  parts	
  
•  Each	
  part	
  is	
  criIcal	
  
•  Each	
  part	
  needs	
  to	
  be	
  physically	
  close	
  
•  If	
  we	
  look	
  at	
  the	
  economy	
  as	
  a	
  system	
  of	
  
producIon,	
  manufacturing	
  is	
  at	
  the	
  center,	
  as	
  
plants	
  are	
  at	
  the	
  center	
  of	
  an	
  ecosystem	
  

•  Retail	
  and	
  finance	
  distribute	
  that	
  which	
  
producIon	
  system	
  creates	
  



Economy	
  as	
  a	
  producIon	
  and	
  distribuIon	
  system	
  

,Q�WKH�VDPH�ZD\��DQ�HFRQRPLF�HFRV\VWHP�LV�PDGH�XS�RI�
IXQFWLRQDO�VXEV\VWHPV�ZKLFK�PXVW�DOO�EH�SUHVHQW�DQG�DUH�
DOO�LQWHUGHSHQGHQW�
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Distribution system 
 

Once the production system has generated its output, the distribution system 

receives the output and distributes it to three destinations: 1) the population, in the form 

of income; 2)  back to the production system in the form of finance capital; and 3) into 

the distribution system, because the distribution system’s power to allocate includes a 

capability to allocate a large segment of the output to itself. 

The distribution system is a large part of the economy.  In 1996, retail and 

wholesale activities constituted 15.5% of the U.S. GDP, by value-added.  The same year, 

finance and insurance held 8.4% of U.S. GDP (Lum and Yuskavage 1997, 28).   

Advertising and other distributive business services may constitute another 1%, thus 

yielding a total for the distribution system of approximately one quarter of the economy. 

We can diagram the U.S.  economy as follows, where the percentage indicates the 

percentage of the economy as a whole (in terms of value-added in 1996): 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source for percentages: Survey of Current Business, “Gross Product by Industry, 1947-96”, 11/97 
    

Fig. 36. Percentage distribution of value-added in economy. 
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ReproducIon	
  machinery	
  is	
  the	
  source	
  of	
  economic	
  growth	
  



Services	
  are	
  what	
  you	
  do	
  with	
  manufactured	
  goods	
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trade enough services for the volume of goods that it receives, and has instead been running up 

trade deficits, starting from soon after its manufacturing sector began to decline after 1968 13.  

The U.S. has been making up for this shortfall ever since by exchanging dollars rather than  

goods.  As its dependence on oil has expanded, it has provided dollars for oil as well. 

Figure 3. Trade Balance of the United States, Goods in blue, Services in Red, 1968 to 2010, in 

millions of dollars.  Source: U. S. Department of Commerce, Bureau of Economic Analysis, see 

note 13 

So the trade deficit, which is the shortfall between what is bought from the rest of the world and 

what is sold, is a manifestation of both the economic unsustainability of the decline of 

manufacturing and the ecological unsustainability of the decline of petroleum output, which 
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Figure 6. Change in employment for selected sectors, as a percentage of the work force, from 

1968 (blue) to 2009 (red).  Note the shrinkage in manufacturing and rise in low-paying services. 

Source: Department of Commerce, Bureau of Economic Analysis, see note 21 
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Figure 7. Change in Gross Domestic Product (GDP) for selected sectors, as a percentage of the 

GDP, from 1968 (blue) to 2009 (red). Note the decline in manufacturing and the increase in low-

employment, high-paying services. Source: Department of Commerce, Bureau of Economic 

Analysis, see note 21 
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Figure 8. Change in ratio of Gross Domestic Product (GDP) to employment percentage for 

selected sectors, from 1968 (blue) to 2009 (red). Because of their high ratio, since finance, 

insurance and real estate grew in GDP, they didn’t add very much in employment, squeezing the 

rest of the workforce. Source: Department of Commerce, Bureau of Economic Analysis, see note 

21 

Finance went up, most services went down 

Finance, insurance and real estate (FIRE) in the U.S. saw the biggest increase in its sectoral ratio; 

from 1968 to 2009 its share of employment rose from 4.4% to 5.7%, but its share of GDP rose 

from 14.2% to 21.5%.  So its ratio rose from about 3.2 to 3.8.  Thus FIRE grabbed 7.3% more of 

the economy, about half of the 14% of the GDP lost by manufacturing from 1968 to 2009. 
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The	
  wealthiest	
  economies	
  have	
  the	
  biggest	
  producIon	
  machinery	
  sectors	
  



Peak	
  Oil	
  hurIng	
  economy	
  



Other	
  eco-­‐problems	
  hurIng	
  the	
  economy	
  

•  Global	
  warming	
  causing	
  droughts,	
  etc.	
  
•  Agriculture	
  destroying	
  soil,	
  polluIng	
  water	
  
•  Natural	
  gas	
  fracking	
  threatening	
  water	
  
•  Oil	
  polluIng	
  oceans,	
  threatens	
  fresh	
  water	
  
•  Coal	
  major	
  polluIon	
  problem	
  
•  Shortages	
  in	
  other	
  materials	
  like	
  phosphorus	
  



How	
  to	
  restore	
  the	
  economy?	
  

•  As	
  manufacturing	
  goes,	
  so	
  goes	
  the	
  economy	
  
•  Middle	
  class	
  is	
  dependent	
  on	
  manufacturing	
  
•  Government	
  revenues	
  dependent	
  also	
  
•  Manufacturing	
  needs	
  stable	
  demand	
  
•  Needs	
  more	
  than	
  trade	
  protecIon	
  
•  Need	
  to	
  stop	
  using	
  fossil	
  fuels	
  
•  Need	
  sustainable	
  agriculture	
  
•  Need	
  to	
  keep	
  ecosystems	
  intact	
  



Need	
  to	
  solve	
  ecological	
  and	
  economic	
  problems	
  together	
  

•  Market	
  can’t	
  solve	
  long-­‐term,	
  systemic	
  problems	
  
•  Only	
  government	
  can	
  design	
  and	
  finance	
  
•  Government	
  can	
  guarantee	
  20	
  year	
  program	
  
•  Government	
  can	
  require	
  domesIc	
  content	
  
•  Even	
  WTO	
  says	
  “general	
  infrastructure”	
  is	
  OK	
  
to	
  subsidize	
  and	
  require	
  domesIc	
  content	
  

•  By	
  rebuilding	
  the	
  infrastructure,	
  can	
  rebuild	
  
manufacturing;	
  by	
  rebuilding	
  manufacturing,	
  
can	
  rebuild	
  economy	
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Jobs and a green economy 

As this chapter has sought to illustrate, millions of jobs can be created by constructing and 

maintaining a green economy.  The following table recaps the points made above, and assumes a 

timeframe of 20 years per project, where total jobs per year indicates how many jobs would be 

required after the 20-year buildup program had been completed: 

Industry Total Jobs per year Manufacturing jobs per year Cost per 
year/billion 
dollars 

Wind 4,000 
TWhrs 

1,130,000 225,000 150 

New electric grid 
with battery 
storage 

1,100,000 300,00 85 

100,000 250-unit 
apartment 
buildings 

10,000,000 2,500,000 500 

100% Organic 
agriculture 

270,000 0 N/A 

Recycling 2,000,000 200,000 100 
17,000 mile high-
speed rail system 

600,000 90,000 30 

High speed rail 
operations 

1,000,000 0 0 

Electric freight 
train system 

500,000 125,000 25  

Transit capital     300,000 300,000 60  
Transit operating 1,300,000 0 200 
Geothermal heat 
pumps 

1,000,000 250,000 50  

Solar 1,000 
TWHrs 

2,500,000 600,000 150  

Weatherizing 1,000,000 250,000 25 
Electric car 1,000,000 500,000 0 
Total 23,700,000 5,040,000 1,375 
 
Figure 13.  Summary of program for creating a green energy economy 

 

Green	
  TransformaIon:	
  Rebuild	
  the	
  infrastructure	
  and	
  manufacturing	
  over	
  20	
  years	
  



:LQG�UHVRXUFHV�RI�WKH�8QLWHG�6WDWHV
Interstate	
  Wind	
  System,	
  plus	
  an	
  Interstate	
  Smart	
  Grid,	
  plus…	
  



8�6��+LJK�6SHHG�5DLO�$VVRF�3ODQ�������ELOOLRQ�LQ����
\HDUV…an	
  Interstate	
  High-­‐Speed	
  Rail	
  system,	
  equals	
  Interstate	
  Sustainability	
  System	
  



(OLPLQDWLQJ�IRVVLO�IXHOV��LQ�XUEDQ�
VWUXFWXUH



(OLPLQDWLQJ�IRVVLO�IXHOV��LQ�EXLOGLQJV

&RXOG�WDNH�FDUH�RI����WR�
����RI�HOHFWULFDO�XVH��
����RI�QDWXUDO�JDV�XVH

&RXOG�SURYLGH����WR�����RI�
HOHFWULFDO�XVH��SOXV�SRZHU�
IRU�JURXQG�VRXUFH�KHDW�
SXPS

&RXOG�SURYLGH�DERXW�
����OHIW�RYHU��PRVWO\�
LQGXVWULDO

Sustainable	
  buildings:	
  Solar	
  panels	
  on	
  top,	
  heat	
  pump	
  below,	
  insulated	
  with	
  babery	
  



,GHDOL]HG�FLW\�UHJLRQ�EDVHG�RQ�1<&For	
  urban	
  area	
  the	
  size	
  of	
  NYC,	
  with	
  20%	
  of	
  populaIon	
  in	
  intensive	
  organic	
  farming	
  



How	
  can	
  government	
  help?	
  

•  Recycling	
  would	
  be	
  government	
  funcIon	
  
•  Efficiency	
  bank	
  for	
  building	
  improvements	
  
•  Manufacturing	
  service	
  for	
  no-­‐polluIon	
  and	
  
conversion	
  to	
  reusable	
  and	
  recyclable	
  producIon	
  

•  Government	
  financing	
  for	
  relocaIon	
  to	
  city	
  region	
  
•  Government	
  financing	
  for	
  intensive	
  organic	
  farming,	
  
including	
  subsidized	
  produce	
  

•  NaIonal	
  employment	
  system,	
  guaranteeing	
  job	
  



This	
  preserves	
  physical	
  and	
  eco-­‐capital	
  

•  Approximately	
  30	
  major	
  urban	
  regions	
  would	
  
only	
  use	
  about	
  2%	
  of	
  the	
  land	
  area	
  of	
  U.S.	
  

•  Most	
  of	
  the	
  rest	
  of	
  the	
  98%	
  could	
  revert	
  to	
  
natural	
  ecosystems,	
  e.g.	
  prairies	
  and	
  forests	
  

•  Urban	
  regions	
  would	
  be	
  linked	
  by	
  Interstate	
  
Systems	
  

•  No	
  fossil	
  fuel	
  use,	
  lible	
  or	
  no	
  mining	
  
•  Manufacturing	
  rebuilt	
  



We	
  need	
  to	
  rebuild	
  human	
  capital	
  

•  Universal	
  health	
  care	
  system	
  
– Medicare	
  for	
  all,	
  expanded	
  Medicare	
  
– NaIonal	
  system	
  of	
  clinics	
  
–  Buy	
  out	
  health	
  insurance	
  companies	
  

•  Federal	
  EducaIon	
  System	
  
–  Provide	
  half	
  of	
  payroll	
  to	
  get	
  class	
  size	
  to	
  15	
  
–  Provide	
  payroll	
  for	
  science,	
  tech,	
  art	
  teachers	
  
– Universal	
  childcare	
  from	
  birth	
  through	
  preschool	
  
–  Free	
  public	
  college	
  
–  Technical	
  school/college/apprenIceship	
  system	
  



How	
  democraIze	
  economy?	
  

•  Must	
  be	
  part	
  of	
  an	
  economy	
  that	
  can	
  generate	
  
wealth,	
  that	
  has	
  manufacturing	
  sector	
  

•  Must	
  be	
  part	
  of	
  an	
  economy	
  that	
  is	
  
ecologically	
  sustainable	
  

•  Encourage	
  employee	
  ownership	
  
•  DemocraIze	
  the	
  financial	
  system	
  



NaIonal	
  Employee	
  Ownership	
  System	
  

•  Based	
  on	
  Mondragon	
  CooperaIve	
  System	
  
–  Firms	
  100%	
  owned	
  by	
  employees	
  
–  Can’t	
  sell	
  shares	
  
–  Bank	
  at	
  center	
  of	
  system,	
  helps	
  startups	
  

•  Each	
  Congressional	
  District	
  (CD)	
  has	
  its	
  own	
  
Mondragon-­‐like	
  system	
  
–  Congressperson	
  as	
  head	
  of	
  board	
  
–  Regional	
  and	
  NaIonal	
  versions	
  

•  Seed	
  money	
  from	
  Federal	
  government	
  
•  Use	
  with	
  Green	
  TransformaIon	
  program	
  



Congressional	
  Districts	
  




