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Abstract

Neolaborism is a theory that can easily be applied in political economy ex-
plaining the value of the economies as a function of the salaries and profit
paid and received, respectively. Neolaborism can be defined as the idea that
only through the increases in salaries and profits received tied to increases in
productivity at least as large as those increases in salaries and profits the
economy can grow. Such productivity increases may be due to the successful
application of Artificial Intelligence (AI). It is postulated that only the work-
force gives value to the economy and a practical way to increase salaries and
profit without creating inflation by the use and application of the new tech-
nologies of Al is presented. It is also worth mentioning that applying Al
without proper care could lead to the destruction of capitalism. Thus, it is
crucial, now more than ever, to consider the perspectives of neolaborism
when elaborating constructive economic policy in the XXI century.
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1. Introduction

Neolaborism holds that the only thing that really counts in an economy is the
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value aggregated of all the workforce and profit paid and received in any given
economic system. Ideas related to labor and the value of labor were introduced
by the classic economist David Ricardo [1]. However, these ideas are developed
here from the point of view of XXI century capitalism and providing new ideas
and perspectives. These new perspectives constitute a new way to approach our
social and academic point of view about labor and it generalizes the concept of
labor to not only the typical white-collar or blue-collar workers, but also the
business person and/or entrepreneur.

Consider, for example, the sales price to the consumer (P), which is a measure
of the real value given by the economy of any good or service. Which parts typi-
cally compose such price? The total amount of the sales price includes workforce
(W), raw materials (R), investment plus profit (I) and taxes (T). These elements
are graphically illustrated in Figure 1, which has been created specifically for the
purposes of this paper.

What is of interest for analysis is not only the price of any given good or ser-
vice (although we start the discussion with this simple example) but rather the
whole chain of all the goods and services produced in any given economy, and
not only those goods or services linked as inputs to some particular good or ser-
vice, but the aggregated value of all goods and services of the economy.

As can be seen in Figure 1, the sales price to the public (P) is equal to the sum

of all of its components, as indicated by Equation (1).
P=W+R+1+T (1)

However, each of these four components can be expressed in terms of a
weight of the sales price. In the case of the workforce such weight is w, for raw
materials it is r, for investment plus profit it is i, and for taxes it is t. Thus, Equa-
tion (1) becomes Equation (2).

P=WP+rP+iP+tP=(w+r+i+t)P (2)

Clearly, Equation (3) must be obeyed so that Equations (1) and (2) are cohe-
rent, that is, these four elements constitute 100% of the sales price to the public

of such good or service. (Notice that in principle there can be negative weights,

Raw materials
(R=rP)

Figure 1. Elements that typically compose the sales price of a good or ser-
vice.
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as it would be the case for t if, for example, there is a substantial enough go-

vernmental subsidy.)
W+r+i+t=1 (3)

Each of the four elements that compose the sales price are briefly explained as
follows.

Workforce (W = wP): It is the total amount for the tangible and intangible
work carried out in order to produce such good or service.

Raw materials (R = rP): It is the value of the set of inputs required to pro-
duce such good or service. It can fundamentally be classified in two types:

Price of the cost of other goods and services required.

Cost of extracting the natural resources required to produce such good or ser-
vice.

Investment and Profit (I = iP): It is the value of the sales price that the en-
trepreneur charges for management over the creation and commercialization of
such good or service, commonly called profit, and it also includes the cost of the
capital invested to produce such good or service per unit being considered (be-
ing that investment intellectual capital, financial or any other).

Taxes (T = tP): It is the value of the sales price that the government charges
for the right to sell the good or service.

The main argument of this theory is that it is possible, in the end, to track all
of the value of any good or service throughout its productive chain to a series of
payments in workforce, being the latter of one kind or another.

How is this possible? Let us see. It is all a matter of tracking each and every
one of the previously described elements of the final sales price to the public of
each good and service produced in any given economy.

The cost of the weight of the price paid for the workforce is self-explicative,
since it is precisely labor. However, the case of the weight paid for raw materials
is not so clear. Consider, first, the case of the purchase of all those inputs, tangi-
ble or intangible, being goods or services, required to produce any given product
or service. Each and every one of these goods or services also have a percentage
distribution in its value or cost of workforce, raw materials, investment plus
profit and taxes. If we begin by assuming (to be explained later) that all these
other components, that is, investment plus profit and taxes, can also be ex-
plained as one form of labor or another, the raw material is split in a series of
values to finally reach that raw material that it is the result of an extractive activ-
ity of natural resources, so that, finally, the value of any given good or service in
an economy is the result of all the costs paid for the labor in order to reach, in
the end, such good or service.

But, what happens with the raw material, here called final raw material, that is
the result of an extractive activity? As it turns out, in order to extract such final
raw material, the supplier of the raw material requires workforce, investment (in
the form of profit over the investment and investment itself) and a payment,

typically to the government (so that the latter can be simply considered another
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tax), to have the “right” to extract such natural resource. The investment for the
extractive activity of the raw material, typically translated into machinery, is
nothing but the result of purchasing other goods and services that, according to
the precepts of this theory, is the result, in the end, of paying labor of one kind
or another. Notice that such investment refers to typical machinery, not to entire
or partial production systems based on Artificial Intelligence (AI), which would
completely change the arguments and places the production system itself in cri-
sis, due to reasons that will be explained in further sections.

The case for investment and profit can be considered a form of salary, no
matter how high it might be, that the entrepreneur charges for his(her) talent,
economic activity and risk when investing in the production of such good or
service plus the investment itself. The fact that investment in itself can be con-
stituted by whole or partial Al systems is precisely the problematic this theory
intends to solve, since Al systems do not charge a salary nor they spend money
in the economy and that is, precisely, what is increasingly putting pressure on
the productive systems of the world and capitalism itself. The gap that exists
between the workforce paid to the average worker, technological personnel
highly specialized and the entrepreneur is the subject of a whole section below.

Finally, the case of taxes is a little bit complicated to explain. Typically, all the
money that the government obtains as taxes and other quotas goes to govern-
mental spending, which essentially translates into a series of purchases of goods
and services, which directly enters the hierarchy of costs for workforce, of one or
other kind, here proposed. However, if the government does not spend the total-
ity of the value of its coffers and “invests” them in one or other kind of financial
instrument, we get into the issue of speculative spending, which will be ad-

dressed in a section below.

2. The Income Gap

Stiglitz [2] carefully explains the enormous income gap that exists between those
that make the most money and those that make the least. The fact that today ex-
ists such a great income gap, should it worry us? According to Friedman [3], the
argument that different people make different amounts of money is due to the
fact that they possess different merits. The more talented and skillful people
move (and manipulate?) the system, which explains such abysmal difference in
the incomes of people.

According to Stiglitz [2] such gap is not due to the skills of some with respect
to others, but rather to the fact that the powerful arrange the rules of the game to
their benefit.

From the point of view of this theory, there is no problem at all in having in-
come gaps among people, except for one very important issue: what do these
people do with that money?

If the answer is spending it in its entirety, as is the case of those who earn less,
since they have no other thing to do with the money but to spend it, with any
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luck, to barely be enough for their day to day spending, there is no problem,
since the money goes back to the economy, being destined to the purchase of
goods and services, which directly enters the value chain of the economy.

If the answer is, on the contrary, to save it, the question becomes: what do
these people do with their money saved? If the answer is reinvesting it in its en-
tirety in the economy, there is also no problem, since the money goes back into
the productive economy. However, if the answer is to put it on the speculative
pile of capital that never gets reinvested and goes from place to place in a frenet-

ic (and finally useless) attempt to achieve speculative rents, there is a problem.

3. Speculative Capitalism

The problem with speculative capitalism is that the basic assumption made is
that such capital will eventually be invested in the productive economy. Yet even
worse, is the fact that it implicitly assumes that capital generates returns over the
investment exponentially, that is, returns over the capital plus all accumulated
previous interests are obtained in each period of time. Copertari [4] shows in a
mathematical and algorithmic experiment that such assumption is not correct,
not even with a change in paradigm, as Kurzweil assumes [5].

Varoufakis [6] highlights the fact that capitalism is not synonym with democ-
racy. The Chinese have proven so widely enough. Varoufakis talks about the
twin peaks paradox: the big mountain of debt and its twin, a mountain of idle
cash that does not get invested because investors cannot invest it in the produc-
tive economy. The combined economies of the USA, England and the Eurozone
have invested 3.4 trillion dollars in the first three months of 2015. However, this
figure pales in comparison with the debt generated by the three governments: 5.1
trillion dollars in the same period of time. The problem is that the speculative
money does not get invested in order to be able to pay the accumulated debt,
because investors are too afraid of investing such money. Instead it stays idle in
the financial system doing nothing but inflate stock prices and increasing real
estate values.

This is the big challenge of the speculative economy: to expect exponential re-
turns over an investment that sits in cash and never truly gets invested in the
productive economy. Since the money is never invested in the productive
economy, it never becomes a part of the economic system and, as a consequence,

it has no real effect in the wealth of nations.

4. The Concentration of Wealth and Technology

One of the arguments derived from the analysis of the work carried out by Marx
[7] is related to the gradual acceleration of the processes of the generation of new
goods and services. As technology progresses, it is possible to innovate faster and
faster in the creation of goods and services. This brings about the problem that
companies could not recover their investment in the launch of a product if

competitors are already launching new products and services that make the
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products of the original company obsolete before even having enough time to
recover their investment.

Capitalism has responded, in a very effective way to this problematic, by hav-
ing a great level of concentration of wealth and technology (which is applied
knowledge, typically manifested through patents), in such way that there is only
one player or at most a few transnational corporations taking care of the pro-
duction (or at least the control of the production) of any given good or service.
In this way, despite the fact that, at the moment of launching a new product or
service, the company already has its replacement, they delay launching such re-
placement until they have recovered, with profit, the investment made in the
original product or service.

This can be clearly observed in the case of the electronic industry when it
comes to information storage. Initially and during a considerable number of
years VCR-type videocassettes (that quickly replaced the Beta format) were used
and also floppies (first 5 % inches and then 3 % inches). Then CD-ROM were
used, which after a few years were replaced by DVD-ROM and finally BluRay
discs. However, computers still do not read BluRay discs, but rather still use
CD-ROM and DVD-ROM technology, despite the fact that there were available,
although never commercialized, high capacity compact disc technology having a
much smaller size. The appearance of BluRay discs, when CD-ROM and DVD-
ROM had already been commercialized for a considerable time was responsible
to comprise the development of high capacity and smaller size compact discs.
On the side of information technology, USD storage (types 1.0, 2.0 and finally
3.0) appeared keeping compatibility with previous versions. Finally, it is becom-
ing more and more generalized the use of “cloud” storage. Nevertheless, the big
multinationals of entertainment and information technology did not have these
technologies to compete with each other but rather, as far as it was possible, they
made them complementary. Remember that the DVD-DOM was being com-
mercialized for a long period of time before BluRay discs appeared and even to-
day BluRay dics reading computers have not been produced (although they do
read CD-ROM and DVD-ROM).

Consequently, wealth and technology concentration in a few hands should not
appear to be strange, since it is a natural response of capitalism to technological

acceleration.

5. The Disruption Created by Al

AT is the substitution of labor for capital, and it constitutes the ultimate way in
which capital destroys labor [8].

“Karl Marx was right: the inevitable struggle between capital (whose interests
are promoted by management) and labor force is a losing proposition for work-
ers. What he didn’t fully appreciate is that we’re all workers, even managers,
doctors, and colleague professors” [9], pp. 10-11.

AI can essentially be classified in two types: synthetic intellects and forged
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workers [9]. Although the increasingly more spectacular achievements of Al on
occasion opens the door for the production of new goods and services, in most
cases they tend to replace human labor.

The economy is like a scissor that requires two sharpened blades in order to
function properly: the supply side and the demand side. Clearly, the gradual but
inevitable incorporation of Al to the economic system increases the ability of
capital to produce goods and services, but it leaves apart labor, whose income
are responsible of the demand side and precisely allow the system to survive. If
AT produces all or almost all of the goods and services, but there is nobody with
a job in order to be able to make money, who is going to buy these goods and
services? This is precisely the new problematic facing capitalism today, and it is
crucial. The lack of jobs (or low-quality jobs) and low growth in the economies
typical of these times are signs that this problematic is becoming more and more

important.

6. How to Solve the Problematic?

This theory holds that the value of the labor paid constitutes, as a matter of fact,
the true value of economic systems. Thus, if we wish to grow the economy, the
payments due to labor need to be increased. But simply increasing the minimum
wage does not work, because, sooner or later, the inflation consumes what has
been gained. Furthermore, such salary increase is not justified by an equivalent
(and tied to) increase in the production of goods and services, so that the results
is, precisely, inflation.

As a consequence, Al must be considered as a tool that increases the produc-
tivity of labor (of all kinds, manual and intellectual), since it is necessary to give
the labor force the opportunity to continue making the same amount of money
working less time, because working less time and the successful application of Al
to labor environments allows to maintain and even increase the production of
goods and services. In this way two objectives are accomplished: the first and
foremost is to avoid reducing the value of labor, which, according to the theory
here exposed, is the true value of the economy. The second is to give workers
slack time so that they devote it to whatever seems to be for them more favora-
ble. Some families, or members of the family, will choose to interact more with
their families. But others could use the additional leisure time preparing them-
selves in those changing skills that the new workforce environments demand,
being able not only to be more productive, but also obtaining other jobs. If labor
hours are reduced from eight hours to four hours maintaining or even increas-
ing productivity, the value of the economy would tend to be duplicated.

Combining the latter, in some cases, with some forms of stock ownership of
the corporation people work for is, precisely, the solution to the systemic and
catastrophic problematic imposing the implementation of Al in the economy.

There is also another alternative, although in my view perhaps not so ade-

quate. It is possible to establish a labor insurance system, such that, when some-
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one working in the formal economy loses his or her job, the insurance (maybe
called a labor mortgage) would pay the base salary in compensation for the sala-
ry that will be gained in the future, once the person manages to position himself
or herself in the labor market. Perhaps the worker requires to acquire new skills
in the case of the traditional workforce or the entrepreneur needs to gather new
impulse to launch into the market a new good or service. The problem with this
kind of measures is that they either depend on insurance companies, which
clearly are a business, so that they always need to make more money than they
spend, or the government would take care of the cost (as it would be the case for
a monthly payment to all of the inhabitants of any given economic area), the lat-
ter also being problematic in an era in which world governments are seeing their
forces and capabilities reduced.

On the other hand, as a means to give the ideas of Kaplan [9] with respect to
organizations (being physical, virtual such as a web page, or a combination of
both) promoting the education of people according to the skills demanded by
companies an opportunity, it is simply a matter of leaving the initiative to pri-

vate companies, such as https://udacity.com/, which offers certified and specia-

lized technical education according to current needs promoting such education.

7. Discussion

In hindsight, for the near future, it becomes clear, due to the ever-increasing ab-
ilities and complexity of synthetic intellects and forged workers, the possibility of
substituting work, traditionally carried out by people, to work carried out by AL
In the extremes of the skills required for different types of jobs in the labor mar-
ket there seem not to exist immediate problems. For example, on the one hand
are artisans making artistic works with a high level of detail in imbued creativity
only possible, for the moment, by minds and human hands working combined.
On the other hand, there are the intellectual labors requiring a high degree of
creativity that cannot be systematized, such as the innovation in the way to por-
tray things, as is the case of planning the future of organizations and society and
other activities requiring the combination of creativity and labor like the profes-
sor in the classroom constantly improving classes. But in the middle of this
spectrum of labor skills there are countless jobs that are candidates for systema-
tization and automation using Al having new and increasing skills. For example,
one could think that the work or a lawyer is immune to automation using Al,
but it is not so. With current technology, and applying the legal equivalent of a
Watson system by IBM, it is possible to set up a web page that interactively re-
trieves legal needs and specific data for the case being required for the elabora-
tion of a contract or legal license and let a synthetic intellect complex enough to
formulate such contract or legal license required by the customer. In order to

ensure the quality of the job, a human lawyer could review the resulting contract

'"Watson of IBM won the Jeopardy contest against the human champion in a widely covered and te-
levised event in 2011.
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or license, but the labor or the lawyer could be made much more productive. In
this sense, suppose that a professional human lawyer working eight hours per
day is able to write four contracts or licenses. Alternatively, a synthetic intellect
equipped with the best machine learning technology could write, at least, ten
contracts or licenses in eight hours. In this case, the lawyer would be delegated
to the work of reviewing the contract or license written by the synthetic intellect,
which requires much less time and a valuation of his or her work apparently
lower. However, the correct solution to this problematic is not to reduce the
working hours of the lawyer to four hours and the salary to the half, but rather,
on the contrary, to maintain the same payment for a working schedule having
four hours. In this way, the synthetic intellect would write five contracts or li-
censes in four hours being reviewed by the lawyer. This increases the productiv-
ity of the system by 25% without affecting the payment to the lawyer while at the
same time reducing his or her working hours to the half, without reducing the
productivity of the economic system, but rather increasing it. If another lawyer
is hired to work four additional hours with the same synthetic intellect (or the
salary of the same lawyer is duplicated to work in two shifts of four hours each)
ten contracts would be produced in eight hours. Now, paying twice the salary,
two and a half more contracts or licenses are produced. Notice that requesting
ten contracts in eight hours should be no problem for the synthetic intellect,
since the same web page could accommodate several customers at the same time
and the writing work for the synthetic intellect should be fast. Nevertheless, the
bottleneck is in the human worker who would have to review ten contracts or li-
censes in eight hours, which could be too much to ask for. Increasing the prod-
uctivity of the system 250% constitutes incentive enough for investors so that
they invest in the required AI (remember that salary paid only doubles). In this
way inflation is not generated, since there is an increment in productivity and at
the same time the purchasing power of people increases, which will inevitably
result in duplicating the size of the economy and substantially increasing the
quality of life of the lawyer. A number of other examples can be considered.
There is a different line of reasoning that leads to different conclusions. Sup-
pose there is a landlord owing five hundred hectares of very productive land.
This landlord hires temporal workers during the busy seasons. Even if one
thousand temporal workers are hired during each busy season, it is expected
there is already a considerable degree of automation being used in the property
of the landlord. Even more, the salary paid to these temporal workers would be
relatively low compared to the investments made and operational costs required.
In that case, the incentives to more Al automation would not come from saving
labor costs, but rather from increasing the productivity of the land. Although
some workers may not only maintain but even improve their working condi-
tions, being hired as experts in land management, Al automation would lead to
the direct replacement of manual workers, keeping only the ones that are indis-

pensable.
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In contrast to the typical recommendation derived from this work, simply in-
creasing the minimum wage would be counterproductive, since the employer,
when having to pay more for the same work, would simply reallocate the addi-
tional cost paid in wages to the price of the good or service being considered,
which tends to generate inflation in the economy, thus cancelling the increase in
the minimal wage.

Although it is expected the basic ideas here proposed should solve the most
immediate contradictions of capital, it is not a recipe that will work forever. Re-
member that the application of Keynesianism [10] after the Second World War
worked nicely during the 1950s and 1960s, but it started showing exhaustion
during the 1970s [11]. During the 1980s neoliberalism had been imposed [12]
and it has continued its course leading the world to catastrophe unless new con-
siderations are made.

However, there surely are limits to the application of the recipe of reducing
working hours in order to save the system. Sooner or later the model here pro-
posed would be exhausted. Then a new approach will be required. From a phi-
losophical point of view the idea is to reinforce the supply side for a while (neo-
liberalism) and then the demand side (a strategy here called neolaborism) and
thus repeating the cycle over and over, in such way that the double edge of the
“scissors” of the economy continues to work properly. Notice that, since the
1980s, with the application of neoliberalism, the ability of the economies to
produce goods and services has been improved. However, the Cold War is over
and today there are a number of manufacturing facilities working at a fraction of
their capacity, which indicates that the supply side of the economy has already
been strengthened. It seems now necessary to strengthen the demand side. Neo-
laborism constitutes a simple theory, but also a tool of economic policy, allowing
with measures that are relatively simple to implement to strengthen the demand
side of the economy.

Since the 1970s the median of salaries in real prices (without inflation) has

been maintained and has not increased since then [2].

8. Conclusions

The essential difference between the income poured into the economy as a result
of labor costs, unlike the work performed by machines, is that human labor con-
tinues to generate economic activity in the form of salaries and profit, while the
work performed by Al only creates economic activity when acquiring such ma-
chinery (and in any case when updating the technology or repairing it) and not
at all times.

The key of the ideas presented here is to be able to increase the value of the
salaries paid in any given economy for the labor carried out while at the same
time increasing the productivity due to the successful application of Al at least in

the same degree.
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