THE ECOLOGY OF MONEY





	In a given year, holiday retail sales are generally considered both an indicator of economic health and a harbinger of growth; if people spend lots of money at Christmas, the economy is and will be healthy. The 'indicator' component is simply that if people have more money, they will spend more money. This is not the focus of this article.  The 'harbinger'  observation is a subset of the theory that the economy is stimulated by  spending. Let's call this money 'recycling' and look at it. 


	Of course money is always 'recycled'. Even money that sits in a bank is not really just sitting. It is being loaned out. But under the 'spending stimulates' theory, money that 'sits in a bank' is not recycled as quickly as money that is spent on consumer goods. It moves into larger, long term projects. So, there is a continuum of 'recycled' money. Let's flesh out a few examples based on the speed with which money is put back in circulation or 'recycled'. You may disagree or change the examples:





Ultra Fast-fuel, food,


Fast-clothing


Medium-


Slow-construction


Ultra Slow -constructon





Note that $1.00 can be recycled fast or slow but it also is recycled repeatedly. It can and is recycled in any combination in many repetitions. The effect on the economy  of a dollar of spending by anyone for anything can be expressed in terms of an rate which takes into account the number of times that dollar is spent (M) in a given time period (T); M/T.  The higher the rate, the more stimulation it provides.


	Clearly, M/T, is affected by geographical distances. Money that is sent by Mom to her son in college, while it does collaterally recycle a % of itself in terms of transportation charges (the stamp), is not being recycled during transportation.  Because of geographical distance,  the positive effect of that dollar of spending on the economy of Mom's hometown is low. So, therefore, M/T, must be expressed in terms of an individual, a company, a town, a county, a state, or a country. Or it may be expressed globally.


	Back to our holiday retail store sales 'harbinger'...


	Assume that a large retailer sells at 100% markup. This means that $.50 of every $1.00 is his cost of goods sold. The remainder of his cost comprises things like advertising, taxes, rent, labor etc. Whatever is leftover goes to corporate shareholders as net profit.  But the $.50 cost of goods sold, in terms of 'recycled money', should be the variable of focus. While the 'net profit' referred to above may vary by 10% or more annually, it is always 'recycled'  by the store.  You may assign any  M/T U.S. value you wish but that value is relatively constant year after year compared to the M/T U.S. value of the cost of goods sold.


	But what about the M/T U.S. value of the retailer's cost of goods sold? If the retailer purchases 50% of his goods in China then certainly the M/T U.S. value of that spending is lower than if those goods were purchased in the U.S.  At the same time, the M/T China value of that spending is higher than if those same goods were purchased in the U.S.  The 'harbinger' theory dies a swift death. Retail sales figures are no longer an accurate predictor of economic growth under this import scenario.   





Other thoughts to incorporate:





	Why republicans and democrats move in the direction of free trade:


		1. increase role of govt in economy, size of govt, sphere of influence


		2. outside influence peddling


		3. pressured by constituents to 'do something' about economy


		


	While government professes to be 'conservative' capitalist, move to the left.  Argument over how money is spent clouds reality that it is being spent.  Military vs social welfare both still socialist.  Government, left v right, can be evaluated in terms of the % of money they control, size of budget. Governmentalism. Not communism, socialism, facism. 





	The govt has to pick up the slack in the economy by increasing spending and taxation.  It also increases the size of itself.  Decrease in M/T Us value increases size of govt spending, govt size and taxation. Ultimately, incentive is removed, earnings decrease, govt and economy go bankrupt. Govt spending only ok as short term stimulus but not long term addiction.





	Presumably, the reason those purchases were made in China is because the price was lower. If the $ goes to labor, the M/T China and Global value of that spending goes up since they will spend on high M/T items.


	The M/T Us value of spending on goods sold overseas will not change without human effort-we have to get the $ back. 


	Internet sales increase M/T due to speed of transmission.


	Government spends quickly so increases M/T. 


	Trickle down economics is a falacy.


	Purpose of economy is not to make everyone rich but to design a desirable civilization.  Requires control of wealth for redistribution.  Whoever controls wealth, controls design. Low M/T US = loss of control. Major vehicle of redistibution of wealth= government, insurance, tort law, charity.





	Government that governs best, governs least.





