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Our March report begins by summarising the current market. The year to date has seen the market pivot from permanent
appointments, which accounted for circa 80% of transactions throughout 2021 to a more even split of contract and
permanent. Supply Chain is riding high, as businesses attempt to find solutions for inflation, whilst also adjusting for the
shortfalls of “Just in Case” supply chain operations. As proof of the demand for supply chain resources, Jigsaw hit a new
record for January, hitting new highs for both revenue and operating profit. Jigsaw would of course like to convince our
network it’s because Jigsaw consultants are the best trained, and most charismatic, but in truth, it’s the result of our data
and networks, coupled with a dire talent shortage across the spectrum of supply chain resources.
In our September 2021 market report, Jigsaw went into detail on sectors we were backing to thrive post covid, breaking
down each sector with a detailed analysis as to why this growth was likely to occur. As a quick refresh, Jigsaw still see
mining, government, commercial land & storage (warehouses), Transport, healthcare and cybersecurity as strong
contenders for both growth and employment security. Mining and Energy, we believe, will be most dominant.
When inflation is surging, commodities rise in value, enabling mining companies to off-set inflationary inputs with rising
commodity prices and demand. An added force to this is governments keeping to the theme of Keynesian economics, using
ever more debt to fund infrastructure projects in the hope of restimulating growth. Although this approach does not work,
especially once debt to GDP exceeds 60%, it does not stop the trend occurring. On the flip side, Jigsaw see service sectors as
particularly volatile, especially banking over the long term. The banking sector was already under threat as Jigsaw have
previously articulated in our September 21 report due to central bank take over, yet the recent actions of globalist Justin
Trudeau may have been an accelerant to change the sector could have done without. Freezing citizens assets and bank
accounts without charge and due process is surely unacceptable, no matter what protest is occurring. Aside from the
obvious stress and destruction such actions place on families, it lacks insight to domino affects. The actions of Mr Trudeau
caused a run on the Canadian banks and a loss of trust in the financial sector. The run-on banks no doubt caused a crisis for
Canadian Banks that could have a knock-on effect to overseas markets. These steps taken by the Canadian government will
only educate a wider portion of the global population to take their savings outside the fiscal system, storing value in crypto
assets or bullion. Jigsaw have been highlighting for some time that money in the banking system is an unsecured loan, no
longer the ownership of the depositor. There is a silver lining however re the actions of Mr Trudeau. A wider spectrum of
the population are now aware to the reality of digital currency, where governments can optimise using the fiscal system to
punish differing political views to those in power. This will ensure the push back on digital central bank currency will be
enormous, as the control and manipulation a government can lever over the daily life and choices of citizens would be far
worse if the WEF agenda succeeds.
Aside from the forementioned debacle in Canada, there is another reason for procurement demand contracting across
service focussed industries. A Post Covid world (surely we are getting close) has left an economy in stagflation, ensuring
economic contraction. Inflation is ripping capital out of the equities markets, and this will soon impact on consumption,
ensuring revenues for businesses servicing discretionary consumer budgets will contract. This contraction will do more to
curb opex spending than any negotiation that a seasoned procurement expert could muster. Demand management, a key
tool in the procurement’s arsenal will be taken care of by lack of operational cashflow. A post Covid world will ensure less
people in the office, less people employed and overall less of everything across the opex spectrum. As forecasted contract
demand plummets across 3rd party suppliers, revenues predicted through the value chain will not meet expectation,
ensuring the force of deflation will ripple through the entire service complex.
All things are cyclical, and service-based categories have peaked, at least for now. Back in 2009, Jigsaw had to re-structure
its business to adapt to the outflows of Directs focussed procurement professionals leaving Australian shores for
Asia/Europe, as they chased the direct, critical categories that were being centralised in head office or based in countries for
the cheapest return on the dollar. Procurement professionals who could not leave Australian shores had a terrible time
attempting to secure new employment at previous price points, impacting both their motivation and quality of living.
Jigsaw had a database of highly skilled, highly commercial procurement executives who had cut their teeth for twenty years
in packaging, ingredients, chemicals and other raw materials, yet 80% of the time, no service sector would hire them,
insisting that category knowledge was key across the opex suite. These professionals ended up outside the procurement
profession entirely, or in more junior positions. The next decade will reverse this trend, but it will not be an easy transition.
Australia has a dire shortage of critical category procurement professionals. The globalised strategy of offshoring production
to import finished goods will have drastic consequences moving forward. The shortage alone would create rising pressure
on wages for these skills, yet with a tailwind of inflation increasing cost of living, we could see procurement wages for
critical categories hit record highs.
If we look at future risks re employment, in Jigsaw’s view, supply chain and procurement professionals will need to research
a company’s dependence on trade with Europe as well as Russia’s trade with Europe, as both could present either a
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problem or opportunity. As China continues to punish Australian trade to the benefit of New Zealand and Russia. Europe has
a multitude of issues that could drastically contract its economy beyond monetary policy, and this was before Russia took
strategic steps to disempower key sites throughout Ukraine. The EU is Australia’s 3rd largest trade partner and accounts for a
trade value of between 30 and 40 billion euros per annum. If a company based in Australia is reliant on a European trade
partner for finished goods, services or materials, there could be employment risk. Likewise, if the company is global with
operations in Australia, supported by cashflows from Europe, there is also employment risk baked into the cake. Europe is
under immense pressure, already exposed to rising input prices in production, well over 25% prior to Russia latest actions.
War will tip fuel on this inflationary fire, ensuring many businesses will be crippled by rising energy costs alone, that is, if
Russia allows them to have any energy at all. Natural Gas prices increased at a rapid rate as Russia took initial steps to
invade Ukraine. Germany is particularly vulnerable. Over the past two decades it has wilfully engineered away its energy
dependence via its ESG agenda. This has involved the removal of fossil fuel production and the closing of nuclear plants,
leaving it at the mercy of Russia to supply it gas, coal and oil. Germany’s energy consists of hydropower 14%, Biomass 30%,
Wind 40% and Solar 16%. The scenario is frankly insane and places its citizens at the mercy of idealism. Germany is the
leading economy of Europe, and along with France, is the key influencer of European monetary policy, yet is has naively and
aggressively pivoted to an energy solution that will not meet future economic demand, whilst weakening its geopolitical
positioning with Russia. If the US (Swift – even though it would punish Europe more than Russia) and EU (Asset Freezes)
seeks to place further sanctions on Russia, it will be interesting to see how much vocal support the EU voices. Russia is a
large exporter of energy (Crude, Refined, Gas, Coal), wheat and fertilizer, supplying to Europe, especially Germany and Italy.
If Russia decides to withdraw supply it will be truly catastrophic for Europe yet a key opportunity for Australia, raising the
price of exports against a plummeting Russian currency. Punishing Russia via SWIFT (Society for Worldwide Interbank
Financial Telecommunications) will not come without consequences and could be a catalyst for the largest liquidity crisis the
world has ever experienced, putting at risk all synthetic assets for both civilians and business throughout the globe, it won’t
just be Russian bonds and equities that collapse, it could be the entire system and the USD. Russia is only one side of the
transaction, the US does not just hand dollars to Russia for free. These dollars are transacted for commodities such as oil.
More concerning is Ursula Von der Leyen, who is leading many of the sanctions on Russia. When Ursula was acting as
Germany’s Minister of Defence, she only budgeted 1.3% of German GDP to arms at a time of rising tensions through Ukraine
in 2013. Her miscalculation of the procurement budget was so bad, the German army had to train with broomsticks.
This raises in itself serious questions of competency and understanding of the global system as sanctions are placed on a
globally integrated economy.
Adam didn't see this coming!
Adam Smith wrote in his book, Wealth of Nations, “that the produce of labour constitutes the natural recompense or wages
of labour”. Adam Smith recognised that labour was a natural state of mankind, a state that predetermined production,
inventory and land ownership. Smith understood the simple dynamic, "the proceeds of labour were the sole property of the
labourer". From our past beginnings as hunter gatherers to the rise of our mastery of agriculture, this insight rings true only
if you have no master. The occupation of searching, collecting, producing and consuming were once a portioned endeavour
to serve the needs of the individual. It wasn’t until a distinct individual excelled at production to the point of surplus that
civilization could progress to the challenges associated with what could be stored, traded or leveraged for the greater good
of the individual or tribe.
Adam Smith noted, the simple dynamic of labour for self-fulfilment is halted, as stock accumulation and land is introduced
into the equation. When land, its value and inventories are realised, the value of labour and its relationship to directly what
is being produced is distorted. Landlords seek rents and the spoils of production, these profits that require a deduction from
what is produced ultimately impact the trade value of a given stock or commodity. As we humans progressed from labour
for self-utilisation and consumption to a more centralised, industrial focussed system, labour was immediately placed in a
disadvantaged position to rent seekers. Property rights and surplus production reprogrammed expectations on labours
purpose, leading to a culture of slavery or employment. As Smith observed, labour typically does not have the means to
sustain itself until what labour produces is profited from. Rent seekers, who have access to vast amounts of capital can
advance labour in the form of income, so that they exploit profits from future production. If labour had initial capital to
sustain an existence and acquire materials to produce prior to the yield of trade, the rewards would include the income of
wages and the profits of surplus. Both in the modern day and in the time of Adam Smith (18th century) the largest portions
of society do not have the means, and hence, require employment.
This brings us to the question, “what is the true value of labour?” According to Smith, the hidden hand of opportunity
creation vs desire for opportunity is enough to suppress the value of income. When opposing forces clash, we could assume
it is a numbers game that decides the outcome of labours value. This assumption would be true in a non-civilised world,
giving labour an obvious advantage of numbers, except simple mass of numbers holds no ground in a world of governments,
networks and laws. It has always been in the interest of the employer to suppress income to maximise profits, an inverse
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relationship to the labourer, who seeks to maximise income for time offered. What impacts this war on income is means
and coordination of likeminded individuals. Landlords, entrepreneurs, and people of wealth have three criteria that enable
them to have the upper hand in the suppression of wages. The first is access to capital, allowing for a longer resilience than
potential employees to act on short term utility and consumption. The second is coordination with likeminded groups.
In a world of laws and establishments, it is the superior ability to aggregate people of like minds that reigns supreme.
A small wealthy group of landlords with means aggregated through organised establishments have superior ability to join
forces, offsetting the disadvantage of numbers. The third criteria are access to policy makers, leveraging position and capital
to influence laws to protect the structure of power that has been created.
The advantages of the elite establishment have long been understood, a core reason for the creation of unions. If we look at
the history of Australia, the first unions were formed between 1830 and 1850 to counter colonial dictatorship infringing on
people’s rights. Uprisings had been stirring as early as 1791, yet each time they failed to superior weaponry and the
limitations of slavery, the structure under British colonialization. In 1804, a committed rebellion took place, but again to no
success. The gold rush should have been a catalyst for change. New immigrants, who had been exposed to the British labour
movement and Irish independence were entering the country seeking freedom and fortune. Once again, uprising efforts
were suppressed by colonial enforcement. What is truly astonishing in the present day, is that a vast majority of the
population assume that politicians have their best interests at heart, yet the events unfolding in Canada today are not
uncommon throughout the course of history. As an example of elite suppression of the people, we can look at the policy of
land ownership in Australia less than two centuries ago. Land ownership was not an option for income seekers, ensuring the
trappings of serfdom were sustained to the advantages of the governments and landlords, who ruled and took the spoils of
labour's productivity. Doubling down on the suppression, minors were also denied voting rights, cementing no avenue for
change via a democratic process. The mining licenses were implemented, at 30 shillings a pop, and were enforced by the
police for the right to labour in the mines. This cost was simply out of the reach of many. In 1851 Governor La Trobe
asserted it was the Crown’s right to own all gold discovered in NSW. It wasn’t until 1853 when circa 500 miners held a strike
in Victoria, standing their ground against colonial oppression that cracks in the regime began to show. These brave miners
put it all on the line, just like the Canadian truckers today, and like the truckers, they once again lost the battle, however,
they did instigate much needed change, resulting in a democratic reform. Changes included the right to own land, and the
cancellation of expensive licenses to mine.
Civilisations, economics and power circles never change. From the Egyptians, Romans, Dark Ages through to the modern-day
Canada, the simian spectrum that drives a society does not change. The people who accumulate power want to suppress
the people who do not. This is not just a simian trait, but a facet of all living things. Nature holds this rule by fear and force.
Human society has attempted to progress, not in ambition, but execution. It is critical for power to hold on to power.
In a world of 7 billion people, the 1% cannot be openly transparent with intention to suppress. Too transparent an intention
would quickly sway power to the masses, guaranteeing a revolution. Power's intention has not evolved over the past
millennia. The process of capturing power in a modern world is either through structures, innovation or criminality.
Hierarchies maintain power with respect, order and loyalty, Innovation leverages patents and law, Criminality typically
utilises fear and retribution. The power of the 1% today likely leveraged all three criteria. Historically, the grab for power
was cruder, simpler, but just as grotesque. Taking ownership of what is not yours, then orchestrating rules that ensure
replication is quickly met with swift justice is not a virtuous endeavour. The advancements of modern society with its
complex fiscal frameworks, central banking, ever expanding governments supported by technologies only serves to advance
elites' ambitions. Controlling a village, town, or even Country will never be enough when you have the opportunity to
influence the world.
So, the plebs have always had to fight the elites for civil rights, and a more passive approach to suppressing the masses is
with the cost of living. This circles us back to the value of labour. It is common belief that high employment leads to high
inflation, as a result of increased demand for labour pushing up wages, in turn increasing the cost of production. If the
economy was operating at 100% efficiency (impossible) it would not be illogical to assume if more people are employed,
more things are being produced, ensuring supply and demand parity would be sustained and prices would not change.
In fact, it is more likely that prices would come down and purchasing power of wages would increase. Unfortunately, the
economy is less efficient than it has ever been, as a result of central bank and government interference and the rise of
secondary economies that are parasitic; parasitic in that they require a primary economy of production to co-exist with.
Services and Government are now the dominant employer of labour in developed economies, contributing to these diseases
of economic inefficiency. Too much credit is being created to the ratio of tangible goods being produced. This domestic
economic imbalance is rebalanced with imports of both labour and goods. The problem with this reliance in trade and
immigration is it is a fake equilibrium. Even if theoretically a country had 100% employment, there would be a disconnect to
the amount of currency flowing through the system to the real economy's requirements. To fix this problem, developed
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nations do not attempt to fix the structural imbalance of industry but instead use fiscal and monetary policy to regulate the
cost and value of money, manipulating both the velocity and destination of flow. 100% employment is almost impossible
outside of MMT theory, as it would indicate the workforce was inflexible and lacking fluidity. The general equilibrium model
of economics suggests that natural unemployment is equal to the level of unemployment, which is the difference between
labour seeking employment at the market rate and those willing and have the skills to perform. This theory can be disrupted
simply by globalisation of the labour force, union involvement or wage manipulation, either by an oligarch or government,
so the theory holds little water in the real economy.
The truth is wages are not keeping up with inflation. The purchasing power of currency we exchange for our time and
energy is losing value, whilst our time and energy appreciate in value, at least they do to ourselves and loved ones.
Until we can swallow a magic pill, we do not live forever, this is a truth that will not change. We find ourselves today in a
perfect storm, as our personal time, energy and value appreciates, the 4th revolution will ensure that labour and with it
humans are a rapidly depreciating asset class, an opposing force we have not had to contend with historically to the
magnitude of today. It is the rise of technology, nanotech, algorithms and AI that Adam Smith did not predict, and where his
philosophy really starts to fold in on itself. This creates a greater imbalance than even the forces of globalization.
Self-interest of the past had a symmetry with labour, which in turn ensured income had parity with rising GDP.
Globalisation and immigration went some way to disrupting this neat equation, yet given enough centuries, it is possible
Adam Smith could still be on the money, except by this time, global debt would require us to invent a new number and
citizens would be swapping corn cobs for a house. Technology removes labour from the equation entirely, and this removes
income, which consumption is dependent on. Globalisation, automation, immigration and central banks have a lot to
answer for. No other time in history has self-interest been so opposing. Once upon a time it was people vs their masters, yet
it was at least in their master’s interest to keep them safe, feed them, clothe them and ensure they were in good health, as
production and profits depended on it. Let’s not forget that slavery is a low point of our history, yet at least there was often
a common cause to be shared. Now we are in dangerous times, the self-interest of the 1% do not need to share a common
interest with the 99%, and this should concern us. Developing economies don’t develop forever, we see a domino effect of
countries falling into economic turmoil. Technology has enabled wealth, power and self-interest to increase beyond the
ability of empathy to reign it, like the gravity of a dying star, sucking in every dollar to the point of collapse. This is where
capitalism, or self-interest distorts natural expansion, it is the point at which the head of the beast eats its own tail, and the
point at which we need to reflect on the future of humanity.
Income vs Capitalism
Jigsaw have modelled a simple business trajectory through four phases of capitalism that have been common developments
over the past 100 years. We have attempted to associate these capitalistic progressions with a period of association, to
allow constraints of the past to help demonstrate key points. Jigsaw are aiming to explore the point of harmony for labours
place in capitalist system to better understand how income and prices are impacted by the desired progression of efficiency,
that is the agenda of a typical business owner. Jigsaw have not priced in any other inputs re operations outside of labour or
direct impact on labour. So, we have ignored any supply chain inputs associated with land cost, owner profits, energy, debts
payments etc. Assumptions Jigsaw have made in the example include there are equal number of men and women available
for employment.
In phase 1, Jigsaw have created a scenario where the price of labour is $10 per day, each day constitutes 10 hours of labour.
So labour is earning $1 per hour. Company A produces six commodities to sell for profit, each commodity varies in energy
(labour hours) required to produce it. For example, commodity one is the cheapest to produce, taking 1 day (10hrs) to
produce one tonne. Commodity six is the most expensive, taking six days (60hrs) to produce one tonne.
Market demand for each commodity is fifty tonnes. In line with the forementioned labour hours to produce 1 tonne, the
hours to fulfil market demand for commodity 1 is 500hrs, labour input cost of $500, spot price of $10 p/t. Commodity 6 is
3000hrs, labour input cost of $3000, spot price of $60 p/t.

Phase 1 – 1800 – 1960
In the 18th century up until the mid-20th century, the income of one person could support a typical family of four. This single
wage supported a partner and two children, with enough surplus to save for items outside of utility. Our labourer earning
$10 per day, portions the cost of daily living across the family complex, which equals $2 for utility per head and $0.5c
surplus (savings). It is interesting to note, in 1890 only 4.6% of families were dual income, by 1900 it was 5.6%, by 1910 it
was 10.7% and in the roaring 1920’s it was 9%. It wasn’t until the late 1960’s that dual earner (Nuclear) families were on the
rise. By the late 70’s, 51% of all households were nuclear. There are many forces that attributed to this, including better
education, healthcare, civil progression and a rising cost of living.
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Phase 1 of our income vs capitalism journey represents a labourer who has developed a skill set coupled with a unique
process, enabling superior productivity in producing key commodities. The surplus created in production supported the
labourer to sell the extra commodities produced above and beyond individual utility, using the profits gained over time to
buy land and hire employees. This transitioned our labourer to shift position from income earner to capital owner/landlord.
In our crude example, we can see the more labour inputs per commodity, the more expensive the spot price becomes, even
excluding the other factors that dictate market price such as supply, demand, tax, etc. Although we have not suggested a
market spot price, the input cost of labour alone demonstrate this price premium across the commodity complex.
Demand for labour increases with the increases in stocks and revenues. If inventories are not increasing and revenues
alongside it, labour demand has no option but to contract. As GDP rises, so should the purchasing power of a countries
labour force. It is the rate of increase in wealth that is the real force behind wage growth, not the wealth itself. This is
because a rapidly expanding economy has more projects, materials and services to develop and exploit in relation to
available labour pool in the market. Countries that are already developed have a higher GDP, but the rate of GDP growth is
slower, even though industrial efficiency is greater. Reflecting on this, we could assume that wages should be higher in
developing nations, as labour demand is scarce in comparison to demand, whereas wages should decrease in developed
nations, yet purchasing power should increase, due to capitalist efficiency of ever cheaper production. It is also an
assumption that developing countries in a globalised economy rob the GDP of developed countries, as labour seeks greater
challenge and excitement of growth, in addition to seeking arbitrage between income and the cost of living.
Phase 2 1960 – 2000
In phase 2, we see the rise of the nuclear family. Both men and woman are working, enabling businesses to expand creating
more supply. The two forces at play are civil progression and rising cost of living due to taxes and government intervention.
Married women are entering the labour force. In 1930, 50% of single women were in the labour force vs 12% married. In
1970, these stats changed significantly, with the split being 50/40.

7

Phase 2 sees our landlord take on the next progression of capitalism, operations have doubled. As the market shifts to
nuclear families, the added participants to the work force have compressed wages and doubled supply of key commodities.
The employment was a precursor to increased demand, resulting in wages being compressed rather than rising. Commodity
demand was a trailing event, enabled by the deflation of commodity prices resulting in a substantial lowering to the cost of
living. The 100% increase in labour enabled our landlord to exploit the surplus and cut wages by 50% over time. Income per
day dropped to $5 for 10hrs labour from the $10 in phase 1. Our landlord has doubled the workforce hours for the same
cost (500hrs to 1000hrs for commodity at a par of $500 input cost) resulting in 100% increase in efficiency. This resulted in
the spot price of all commodities produced dropping 50%, with supply doubling, increasing market demand.
If we compare the household income of phase 1 and phase 2 scenarios, overall income is the same at $10 per day, even
though it takes two family members to achieve this nominal amount. So, family income is less efficient in phase 2, but is
offset by the efficiency of the economy. The cost of living halved from $8 to $4. Capitalism and its quest for supply chain
efficiency has created price deflation, benefiting the quality of life for citizens, at least fiscally. Purchasing power, which is
the value of currency against services and commodities has increased. The currency has retained its value, whilst the
commodities being produced have decreased in value by 50%. Each dollar earned by our family in phase 2 buys 100% more
goods and services when compared to family A.
If we assume this change in the labour force and purchasing power took place over a decade, even two, we can see how the
nominal value of GDP and real GDP are impacted if currency does not lose its value. Although the market is growing at
100%, as there is twice the amount of employment and double the commodities being produced, the value of these
commodities and the income to produce it has reduced by 50%. Our phase 1 of capitalism produced 300 tonnes at a labour
input cost of $10,500. Phase 2 of capitalism produced 600 tonnes at a labour input cost of the same $10,500. The values of
goods and services in our phase 2 economy are getting cheaper due to increased efficiency of the economy. In the vacuum
of labour costs alone, this would imply that a country could double its output for materials, yet the value of this output
would decrease, even though profits increase throughout the private sector. Economic output increasing does not
guarantee increased GDP, if output is ever more efficient, under the force of continual deflation, and exports are nonexistent. GDP in such a system could only increase if new products and businesses were developing, leveraging the surplus
income achieved by ever reduced prices across the utility complex. Alternatively, GDP could grow as land and other asset
values increased, as well as introducing exports of surplus production. If surplus savings consumed these alternative assets
resulting in higher prices, a balance with utilities and consumables would be achieved in an economy with little government
intervention.
Developed economies struggle to drive this organic growth, especially in modern times. Government intervention is a force
that prevents entrepreneurial endeavours. Taxes, red tape, state borders, ever increasing regulation ensure that capitalism
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is not a venture that is easy to explore, even if the adequate funds are available. It seems an economy where income
increases in purchasing power, even if it contracts per head re income, is not a desired outcome for governments.
Fiscal independence through savings and a lower cost of living for utility, as we can see in phase 2 of capitalism, creates
problems for governments. It seems to be a preferred solution to instead for governments to decrease the servicing costs of
credit, whilst decreasing the purchasing power of currency, creating the scenario we now find ourselves in today.
If we take a more forgiving view of central bank and government intent, economically, if the value of money increased too
much against other asset classes, then economic expansion could stagnate. If money’s value appreciated to aggressively
against products, the production of goods would have less value than the money required to produce, ensuring capitalism
would collapse. If currency holds too much value the economy may not expand, as people are saving ever more surplus,
resulting in a collapse of the banking system. The economy would be full of depositors and the appetite for credit would be
anaemic. Less entrepreneurs would mean less innovation, less production for consumption, ever increasing bank liabilities
and zero debt arbitrage. The system would collapse on itself and eventually money itself would hold no value, taking us back
to asset swaps. If nothing is produced, wages would have zero value by default. So, there is a balance to be had. It’s fair to
acknowledge that monetary and fiscal policies add elasticity to the money supply and credit is an important component of a
healthy economy. The point is, does it have to be inflationary. Even in this admittedly academic point of money having too
much purchasing power, the situation would surely be almost impossible. A lack of production and innovation would ensure
surplus money, as a ratio to goods produced, (inflation) would resolve itself.
Phase 3 – Globalisation 2000 – 2010
In phase 3 we enter increased globalisation, where domestic economies are able to increase trade with other large
developing economies. As an example, US trade escalated with China in 1979 through the open trade policy. This enabled
China to drive a GDP growth on average of 9.5% through to 2018. This trade between the US and China was enabled further
by Clinton, who in 2000 approved China’s accession to the WTO. Amazingly, even though China had unlimited access to
export production and deflation to developed economies, it ring fenced and protected its own domestic economy, with
biased government procurement practices, tariffs and quality controls. Still, commodity demand remained high for
developing nations, as they set about transforming and developing their infrastructure to meet the demands of a modern
economy, taking the lion’s share of global demand for key minerals and materials.
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Phase 3 of our capitalist journey sees our landlord exploit this new demand for overseas markets. The spectrum of
commodities produced by our landlord can sell at a premium to overseas markets, as these offshore markets cannot
produce them in their local economies, hence the spot price has increased dramatically. This increased demand driven from
overseas has inflated prices, halving domestic demand, even though actual production costs have not themselves increased.
Of the 1200 tonnes produced of aggregate materials, 600 tonnes are now exported to overseas markets. This globalised
economy has had some interesting impacts on the domestic economy. For our landlord/entrepreneur, times are fantastic.
Profits are rapidly increasing, and the future looks certain for increased demand for the commodities produced across the
full range of production, ensuring a business transformation is in the pipeline to exploit these new market forces. With the
newly obtained profits accumulated from the export market, the business is seeking to invest capital in new machinery to
reduce labour costs and meet increasing export demand.
For our labourers, the situation has adverse consequences. The cost of living has increased due to the adjustment of spot
prices across the commodity complex, even though their income has stalled at $5 per day for 10hrs labour. In phase 2 of our
journey, a single income family could still survive. In phase 3 we see the rising cost of living ensure this is no longer
sustainable, as the cost of living has risen to $6 against an income of $5. This places further pressure on the family to have
both adults earning, whilst cutting back on discretionary spending. The increased profits obtained by the business are not
being shared with the labour that enabled the business to produce but are instead being allocated to remove the labour
entirely, as domestic demand will be of less importance in the future, and exports are the priority. As the last remaining
single income families transition to nuclear on the back of rising prices, we can assume the $5 per day income price will
come under further pressure, as more labour participants enter the market, with a potential for wages to drop from
$5 to $4.75 in the near term.
Jigsaw are aware of the example demonstrated in phase 3 is ignoring imports flowing into the economy that could balance
out the increased price of exported commodities, balancing out the cost of utility for families in the phase 3 example.
We are also ignoring the trend to outsource production entirely to these developing economies, further increasing the
domestic labour pool and drastically reducing the price of labour below $4 per day. Added immigration, as key outcome of
increased globalisation into the domestic economy would further exasperate this trend. Some of these issues we lightly
touch in phase 4. What is certain, a globalised economy disadvantages the domestic labour force of developed economies
and benefits the labour force of developing economies, whilst increasing the wealth of developed economies
landlords/capital owners.
As the domestic economy attempts to survive, hiding the drastic consequences of globalisation, the domestic economy
becomes ever more inefficient. Governments expand aggressively, supported by debt, to re-employ the now obsolete
labour pools. In addition, service-based sectors rise and become the dominant sectors to more easily exploit the globalised
world, feeding off an ever-contracting GDP per capita. This creates further inflationary forces and credit dependence, as
money velocity increases on a backdrop of economic maleficence.
Phase 4 – Automation 2010 – Present
In Phase 4, Capital equipment has been acquired to the company balance sheet which increase production by 300% over a
manual labour input. This purchase of equipment is timely, export demand has increased a further 50% from phase 3 to 150
tonnes, ensuring the domestic market supply contracts further by 100% (100 tonnes to 50).
This has further increased domestic prices for commodities across the board from 1 – 6, up further from phase 3 pricing,
even though the new machinery has lowered the cost of production to record lows. The new machinery can produce any
commodity across the complex at the same price point of $1.125 per tonne, compared to manual labour price of $5 - $30
per tonne depending on commodity.
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Phase 4 introduces a combination of forces that disrupt the domestic labour force, placing deflationary pressure on wages
whilst further increasing the cost of living. These two forces are globalisation and advancements in technology.
Export demand has aggressively increased the spot price of the commodity complex. In addition, automation has enabled
our landlord to cut dependence on employment by 50%. The investment in modern production machinery has lifted
production by 300%, enabling 150 tonnes to be produced by new technology vs 50 tonnes per head produced by the
remaining labour force. As market demand is still 200 tonnes due to shifting demand patterns of domestic vs export, the
reaming labour force is still required to meet this demand, but only in the short term. It is forecasted that the remaining
labour force will also be made redundant, as an additional production equipment arrives. Commodity demand is predicted
to increase to 180 tonnes in aggregate, with 250 tonnes being exported.
The domestic price point to sell commodities cannot divulge too far away from the export price, as this variance would allow
procurement departments to more easily gain insights into the true cost to serve and margins, hindering shareholder value.
As the export market is far larger than domestic demand, which is caused by the economic forces of capitalism meeting a
globalised world, the export market takes priority over the domestic. As a result of technology advancement throughout the
primary economy replacing labour, the service sector and government departments are attracting surplus labour out of the
primary economy. The government has now morphed into the largest employer in the domestic economy, through both
contract and permanent appointments, with the result being a deflation of wages from both rigid government salary bands
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and high unemployment. We can assume an additional force of immigration is at play, which we will not detail here, but this
would further supress income across the entire domestic economy. This again is a much-required government intervention,
as the baby boomers are leaving the workforce and natural population growth is slowing.
In our phase 4 example, the nuclear family is still present, yet the difference between phase 4 and phase 2 is economic
efficiency. In phase 2, our economy was driven by production efficiency, each labourer in the workforce was in a primary
industry sector, making food, infrastructure or mining materials. It was a world Adam Smith understood. Adam Smith
predicted such an economy with minimum government intervention and predominantly, primary economic sectors would
find a balance between prices, values, incomes and innovations. Phase 4 sees an economy that is distorted and inefficient.
An economy that is reaping the profits of technological advancement by serving markets outside the domestic needs of its
citizens. This is a world Adam Smith likely could not imagine. A world where human labour can be completely replaced,
where labour fluidity is global, transient, and where supply can be produced with minimal, even zero labour hours.
The inefficiency of the domestic economy in phase 4 is punishing incomes, ensuring a credit-based economy is an essential
to sustain the living standard of phase 2. From phase 3 to 4, a single income family would have no choice but to use credit to
get by, or sacrifice quality of life. Our modern double income nuclear family in phase 4 are earning $10 per day, as in all
phases explored, yet cost of living has risen to $7 per day. Surplus for discretional spending is now $0.75 per head for a
family of 4, only 50% higher than in phase 1, which was a one income family. This increase, although terrible, is just a
nominal figure, not highlighting the true consequence of inflation. In real terms, the cost of living has risen from phase 2,
(the sweet spot of capitalism) to phase 4 by 75%. To put it another way, the dollar has lost 75% of its value. To adjust the
surplus figure in our two-income nuclear family in phase 4 back to our phase 2 nuclear family, would equate to a purchasing
power of only $0.18. Quality of living is decreasing for families, as capitalism shifts from phase 2 through to phase 4, despite
supply chain efficiencies ever increasing. Our landlord is rewarded with superior profits from servicing a developing market
overseas rather than servicing domestic demand. This attitude is not wrong, as the existence of any business is to maximise
profits. Overseas markets are larger, the capital backing this demand greater, and these forces have enabled our landlord to
make enough surplus profit to transform the operation to be more efficient. Here is a tipping point where we see the
philosophy of Adam Smith collapsing in on itself. Adam Smith believed that selfish motivations and a smart division of labour
would find a state of equilibrium in the economy, the invisible hand, finding a natural value for the price of labour, goods
and services. This may have been a true in a time where technological advancements were still mostly worked by human
inputs, a time when economies were undeveloped, when the rate of growth a company could experience was slower and in
sync with domestic demand, supporting wages. A world of higher rates of interest, a world where money was backed by
precious metals and elasticity of credit was not extreme. Inflation is purposely baked into the modern economy. Low
interest rates, immigration, easy credit, ever expanding government and open market operations have to compete with
private sector efficiency and deflation. These inputs ensure wages and savings cannot match the forces caused by credit
creation, ensuring the nominal value of all things always increases, no matter how efficient production becomes.
Consumption is engineered to be credit based, supported by rising asset values, and serviced by ever decreasing rates.
Without this, ever increasing GDP is impossible. In a credit-based system, credit has to be serviceable and forever required.
Of course, there are other inputs that would impact the economy and living standards, in addition to value of income.
Economic expansion impacts the value of land, housing and other assets produced in the economy, but we have to
acknowledge household surplus increased 300% in our phase 2 example. This would enable people to service credit or buy
assets outright through savings over time, de-risking asset bubbles and allowing for greater market signals to occur.
In our phase 2 example, we are also assuming all businesses and employment is 100% efficient, meaning that no wasted
employment or resources exists. For instance, should 50% of the female and male workers enter the services sector, fiscal or
public sector, it could be argued that the total output of commodities would decrease 50%, especially in a time without
automation, yet there would still be 100% of both genders employed, resulting in more cash chasing fewer goods produced.
Income that is not attributed to tangible economic production would inflate the cost of living, but also place pressure on
wage inflation across a broader section of industries, as resources would be spread across competing sectors. In turn,
nonefficient industries not synced to economic demand would liquidate, as consumers priorities tangible utility over
discretional items or services. However, we slice and dice the situation, a domestic economy not interfered with by
government has a natural balance between labour, production and the value of things, especially with natural population
growth. Pure capitalism is deflationary, and like any system if taken to the extreme, it can unravel. The true cause for any
inflation is the money supply, and a global marketplace without global synergies. It is not supply chain, it is not employment
or unemployment, it is simply the amount of cash/credit in an economy being inefficiently deployed.

