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			INTRODUCTION

			Globalnomics theory is a modern approach to economic management. It involves the choice and application of relevant economic tools and policies best suited to our current economic environment that is globally focused, addressing conditions existing in our current economic environment rather than those existing in the 1930s when the leading economic theories were developed. The earliest economic theories developed in that era can best be described as suited to a closed economic environment.

			A careful analysis of these traditional economic models indicates they were best suited to the economic landscape prevailing in that era and were intended to address economic conditions, as the economies comprising the global economy slowly emerged from their fledgling state over time. In reality, we have moved very little in thought economically from the views held in the 1930s on how the modern economic function should be regulated.

			As a result of this, it has proven difficult and costly in transitioning those economic tools and policies suited to that era to address economic conditions existing in our modern economic environment that by large bears little or no similarity in scope or operation. Traditional economic models developed in the 1930s were intended to address economies existing in a closed economic environment that was more domestically focused; meaning that, an economy could basically function with little or no regulatory intervention since outside economic influence was not encouraged.

			Our current economic environment stands in stark contrast to that of the 1930s. The economic thinking dominating that era at the regulatory level was more concerned with how the limited resources were to be allocated, firstly, between military and consumer goods and, secondly, what quantity and at what price these goods and services required would be produced. The allocation was largely done through the pricing mechanism. Government or economic regulatory functions were confined to the production of needed goods and services that could not be produced through the pricing mechanism because of the large capital outlay needed. This made production of these goods and services either unaffordable, unprofitable, or the operation of the pricing mechanism shifted resources to more profitable goods and services. Government intervention becomes important where these goods and services are necessary to sustain life and have to be subjected to the suppression of the price mechanism in operation over these goods and services through subsidies to make them affordable.

			The domestic economies, comprising the global economy with little or no exposure to outside economic influence, simplifies the role and function of regulatory authorities. Government’s main role, in addition to those mentioned above, was confined to the erection of trade barriers, the imposition of tariffs to protect fledging industries from outside economic influence; this became necessary because of the dangers free trade posed to the domestic economy, and the defusing of inflationary pressures that is often associated with firms operating within a closed economic environment. An expansion in demand at close or full production capacity inevitably leads to inflationary pressure, as a result of the lead time necessary for supply to respond to an expansion in demand.

			In this economic environment, the variables that posed a risk to the economy were few. Economic narratives in these economic models were dominated by the theory of the firm and consumer behaviour pattern. Inflationary concerns were attributed to the various input resources into the production process. Being largely domestically sourced with no alternatives, supply constraint gave rise in frequencies of cost-push inflation. Also, an increase in the money supply could pose a risk to the economy, where too much money is chasing too few goods. This resulted in inflationary pressure, followed by economic downturn and recession.

			Invariably, an increase in economic activities at near full production capacity would trigger the alarm bell of pending inflation and the approach of an economic recession. Though factual and relevant, the view is widely held today and still shapes current economic thinking. We will explore in detail in subsequent chapters the economic transition made possible through outside economic influence rendering some of these economic views obsolete, the global economic benefits of economic integration, and the impact on traditional economic models highlighting the need for a new approach to economic governance.

			In contrast to the economic landscape of the 1930s, our current economic environment strongly embraces outside economic influence. Goods and services are encouraged to flow freely across economic borders as a result of the huge economic benefits that can be obtained by doing so. These economic benefits have far-reaching economic implications. This enables the domestic economy to escape from resource limitation, capacity constraint; shifting the supply of goods and services needed for domestic consumption away from domestic production capacity., This resulted in the degrading of the main drivers of inflationary pressures in the economic landscape of the 1930s, where the economy existed within a closed economic environment.

			The implications extend to inflation containment, the theory of the firm and the demand curve of goods and services that are domestically produced. Also, the choice of economic tools and policies to regulate the domestic economy will be influenced to the extent of the degree of exposure to outside economic influence since an alternative source of goods and services is now being imposed on the domestic production capacity of the economy.

			Secondly, there are numerous investment vehicles within our current economic environment capable of disrupting economic activities if careful thoughts are not devoted to their development or regulation at the global level. This, in turn, trickles down to the domestic level of an economy as a result of economic integration. Vehicles such as mortgage-backed securities and other highly speculative investment products make their way into recognized stock exchanges, where fallout from these investment vehicles can send shock waves throughout the global economy, severely disrupting economic activities. These were not a feature of the economic landscape of the 1930s.

			The economies that comprise the global economy do not exist within a closed economic environment. Domestic economies that comprise the global economy remain increasingly receptive to outside economic influence. This should revolutionize the choice of economic tools and policies used in the regulation of the domestic economies that are exposed to a continuous reduction in economic borders; transitioning these economies into one global economic entity, rendering traditional economic tools and policies ineffective in any attempt to regulate our current economic environment. These conditions were nonexistent when the traditional economic theories were developed. This makes it difficult if not impossible, in our current economic environment, for an economy that is not effectively managed to achieve desired economic objectives such as a healthy economic growth rate.

			The numerous economic variables to contend with in our current economic environment (to which we will refer in successive chapters), stand in contrast to those in the 1930s and presents new challenges for economic regulators. Effective economic management is largely dependent on how successful economic regulators are at coordinating these variables, channeling them to work harmoniously in achieving what can be described as a healthy economic environment. Successful economic regulation will be largely dependent on the extent to which previous expansion in the economic cycles exceeds those previously encountered; this would result in robust economic growth rate during the expansion cycle along with subdued inflationary pressure as the economy expands. Achieving these levels of coordination will result in a low level of risk in terms of economic dislocation. These risks to the economy, namely, inflationary risks are often associated with those encountered in a closed economic environment. These are associated with an economic expansion cycle that exceeds those previously encountered.

			Where this level of coordination is achieved with these variables and the economy embarks on an expansion mode, transcending previous economic cycles, there should be less concern with inflation that can lead to severe economic downturn as the expansion cycle gathers pace. Even where, in these economic conditions, inflationary pressure becomes the focus of policymakers, they will be proven unfounded as the expansion progresses. Inflationary cost drivers that flourished in a closed economic environment will be severely restricted when faced with an open economic landscape where goods and services are encouraged to flow freely across economic borders.

			We will discover in future discussions, like the automatic adjustment in the price mechanism in operation over goods and services in a perfect competitive economic environment, the economy has already embarked on the coordination of some of these economic variables vital to the success of a healthy economy. However, it is the disruption of the process by economic regulators through intervention in the process that leads to economic dislocation. With the benefits of hindsight, the blame for the most severe economic downturn and economic dislocation has been firmly placed on the shoulders of economic policymakers. The economic adjustments that are necessary to achieve a healthy economic environment as the economy expands are initiated by the market mechanism. These necessary economic adjustments are slow and unnoticeable.

			Being automatic in nature and barely visible often leads to unnecessary economic intervention. This unnecessary regulatory intervention often results in either over-prescription, raising interest rates too high, or moving them in the wrong direction, leading to economic downturns, some of which are the worst in history. We will revisit these points in subsequent discussions by reviewing a few of the severe economic downturns of the past to ascertain where economic blunders were made and to avoid a repeat of the past in subsequent chapters.

			Of vital importance under the Globalnomics theory is the concept of economic subdivision optimization. All the subdivisions in which an economy can be subdivided should be coordinated to achieve their optimum level of efficiency. No particular sector of the economy should be promoted at the expense of another or sacrificed to the benefits of other sectors because of the benefit that might accrue. It is a commonly held view among some of the more developed economies that the dislocation of the consuming sector is a price worth paying to control inflation.

			Where such views are embraced and become the basis for economic policymakers, economic policies are pursued with little regard for the risk posed to other sectors of the economy. This often leads to massive defaults on assets held that are secured on credit. Interestingly, many of these assets are financed by other sectors on loans that are leveraged. Any dislocation encountered through foreclosure will severely affect sectors that extend these credits and will lead to economic meltdown. These principles will be demonstrated in more detail in a subsequent chapter.

			The economic model developed by Adam Smith, titled “the wealth of nations,” was influenced by the economic environment that existed. The economic model was developed within a closed economic environment. Economies comprising the global economy were divided into those that were market driven and labelled as market economies and those that were void of the market influence and described as planned economies. Here, the behaviour of the firm was the main focus, even though the consumer sector was the sole reason firms came into existence. These theories did not appreciate the fact that a comprehensive approach to economic management should entail a well-coordinated interrelationship between all the subdivisions of the economy in which an economy could be divided, mainly the firms, consumer sector, financial sector, as well as the government sector, because they shared the same economic landscape. The firms, though, often became the centre of attraction, even though they were more dependent on the consumer sector for their existence.

			From Adam Smith’s perspective in the wealth of nations, in setting the scope for his economic model, he concluded that firms are driven by the profit motive and was not concerned about the consuming sector. In deploying its resources in the production of goods and services, capital, land, and labour are easily transferred by the price mechanism, wherever it chooses, shifting from one industry to another. This would suggest that economic policies and tools developed on this philosophy were more focused on the firms’ activities and not on a harmonious coexistence, though they shared the same economic landscape, which is necessary to achieve a healthy economic environment.

			Where technological development and innovation were considered, they were viewed in the context of the competition. Their main focus was on how these developments enable the firms to retain their competitive advantage. However, in reality, technological development and scientific advancement have far-reaching economic implications, way beyond firms competing with each other to maintain or retain competitive advantage, and must be viewed within the broader context of the economy, especially the impact on inflationary pressure, the efficiency in the utilization of input resources, the speed of technological transfer from the well-developed economies to those in the development stage, and the impact on consumer behaviour, a topic we will explore in more detail. 

			In managing our modern economic landscape to achieve a healthy economic environment at the domestic and global level, there needs to be a careful revision of the fundamentals of these theories when developing economic tools and policies to regulate our current economic environment.

			The Keynes economic model places great emphasis on the production possibility curve, the theory of demand and supply, the theory of the firm, micro and macroeconomic policies, and government regulatory functions to achieve stability within the economy. Though comprehensive in nature, this was intended to address economic activities occurring within a closed economic environment. This renders those tools and polices unsuited to our current economic situation, unless modified with careful thought as to the direction of these polices to reflect existing economic conditions if effective economic management is to be achieved. The scope and focus vary little from the perspective of Adam Smith in the wealth of nations, where the firm’s behaviour dominates the economic thinking.

			Also, very little attention, if any, was devoted to the emergence of a global economic integration where the distinction between a market and planned economy, over time, would be so blurred that the difference between both concepts would be barely visible. The market and planned economies, when combined, in principle, need a different approach to economic management, where interchange of economic resources flows between geographic borders having a strong influence on the demand and supply curves, especially where cost advantages may be obtained in the price of goods and services. Here, the transition of these economies into one global unit gives way to rapid integration, the aggregation of production possibility frontier, and economic leverage becomes a reality.

			Consumers with perfect information can exert economic pressure within the economic environment, especially where goods and services can easily transfer across geographic borders. This power in the hands of the consumer sector can consign firms within various industries to the industrial wasteland, especially where goods and services of similar quality can be easily sourced from other geographic destinations. In some instances, the demand curve for firms engaged in domestic production can easily disappear. This will severely impact the theory of the firm and render any economic tools developed on the traditional model to regulate the economy though effective then now applied to the modern economic environment would be deemed useless.

			The global economic growth rate, frequently used by the International Monetary Fund and other recognized economic bodies, when contemplating the level of economic assistance that might be necessary, recognized the fact that leading economic thinkers are now embracing the idea of a global integrated economy. The tendency of the world’s largest developed economies is to act in unison in increasing or decreasing interest rates. The unison in action in the direction in the movement of interest rates indicates that there is a recognition of the emergence of a global digital economy. The emergence of a global digital economy will require a new approach to economic management and regulation. The integration of the world’s domestic economy into one global economic unit did not occupy the thought of the economic thinkers in the 1930s, when the framework for the economic development and regulation was developed. Under traditional economic models developed in the 1930s, the concept of jointly consumed input resources was non-existent and that now poses a serious threat to our current economic environment. 

			This concept describes an input resource capable of extracting trillions of dollars of disposable income from the global economy when the price is increased. When decreased, it increases disposable income, possessing the characteristic of a direct and indirect taxation system simultaneously. This is unique to the current global economic environment where all the domestic economies that comprise the global economy are closely integrated. This economic concept did not exist, mainly as a result of economic segregation, protectionist policies, and the lack of perfect information, along with the necessary infrastructure to assist in the ease with which goods and services could move freely across geographic borders. This concept is of vital importance to our current economic environment. Under the Globalnomics theory, this forms the basis for the development of framework for inflation. Here, it becomes necessary to introduce a new definition for cost-push inflation that reflects an input resource capable of influencing the general price levels leading to stagnation if left uncontrolled. We will discuss in more detail, under the theory of inflation.

			The Globalnomics theory introduces the concept of the circular flow. The domestic economy is divided into constituent parts or sectors, emphasizing the importance of interdependence among sectors. This characterisation is very important to policymakers in determining sectors that are immune to severe disruption in a prolonged recessionary environment than those that are not. Here, the distinction is made between sectors that will undergo significant curtailing in economic activities during a downturn in the economy but will not trigger economic collapse and those sectors that are susceptible to recessionary pressures and can induce severe disruption in economic activities if left unattended, leading to economic dislocation. 

			Of equal importance in the concept of circular flow is the administering of timely, appropriate economic policies to achieve desired economic objectives. Vital lessons from the past when examined under the concept of the circular flow, indicate that application of inappropriate economic policies has resulted in the very outcome policymakers were fighting desperately to avoid. It is now being recognized that severe recessions of the past, like the most recent in 2008, were enhanced by inappropriate application of economic tools and policies. The Globalnomics economic model acknowledges the importance of a framework to direct economic thinking that is based on facts that are relevant and current and not over-reliant on past experience, accurately predicting how development within the economic environment is likely to impact vulnerable sectors within the circular flow.

			This framework will assist policymakers by eliminating uncertainty in determining the cause of adverse economic conditions developing within the economy and the application of appropriate policy prescription and policy tools. In this instance, policymakers, tasked with regulating the economy, will have a range of solutions to contemplate and apply only when certain criteria are met, distancing themselves from what is called the pre-emptive strike approach to the control of inflation, which, in the past, has been observed to be the cause of the three most severe economic downturn and devastation since economic records began.

			Inappropriate economic tools and policies implemented compounded with a failure to appreciate interrelationships existing between circles within the circular flow and the point at which pressure buildup intensifies and needs to be defused. If left unattended, could result in economic collapse. The Globalnomics model acknowledges instances where no appropriate established economic policy tools are available to alleviate economic stress on the circular flow that potentially could derail the global economy and makes recommendations outside of established economic tools and policy.

			Lastly, the Globalnomics model focuses on current economic developments with a view of evaluating changes in the current economic environment in advance, having the potential to adversely impact the economy at the domestic and global level, which might require drastic changes to policy approach and application. Primary inflationary drivers of today might, over time, be made redundant in the future through technological advancement and scientific achievements, resulting in shifts in consumption pattern, rendering outdated policy prescriptions useless. If still aggressively pursued, it could result in more economic devastation than good. 

			We will now examine the model in more detail. It is to be noted that the Globalnomics theory does not dispense with the economic thinking of the 1930s in its entirety; rather, it emphasises that economic reality as observed under the current economic thinking has evolved and there is grave danger in the application of redundant and outdated policies in regulating the modern digital economy. We will now review these instances in more detail.

			 

			Chapter One: Globalnomics Theory and the Production Possibility Frontier

			 

			This chapter critically examines the foundation model of economics, bringing about the awareness of scarcity and choice and the concept of opportunity cost, the production of one set of goods and services at the expense of another. A careful examination of the model indicates that the production of goods and services is wholly dependent on the production capacity of the domestic economy. With this assumption that inflationary pressure is factored in the basic foundation model that forms the basis for the formulation of economic policies. We will focus on two variables that radically change the economic concept on which this model is developed.

			Economic integration and outside economic influence, when combined, enable an economy to escape from resource limitations, having access to a greater combination of goods and services that would not be possible if production of goods and services was totally reliant on domestic production capacity. Frontier aggregation and economic leverage shift the domestic production possibility frontier to the right of its own production possibility curve, even though very little has been achieved in technological development. This will have implications when contemplating inflationary pressure that might occur from capacity constraint.

			 

			Chapter Two: Globalnomics and the Traditional Demand Curve

			 

			This chapter builds on the discussion of the earlier chapter and is broader in scope, focusing on the principle of demand at the domestic level of the economy. Here, the basic laws of demand are reviewed. An assessment of the potential economic consequences is undertaken when the demand curve for goods and services is exposed to outside economic influences. Particular attention in the distinction between conditions that cause a shift in the demand curve to the right or the left as against a movement along the demand curve are Scaranos, which is suited to an economy not receptive to outside economic influences. Where outside economic influence is imposed on the demand curve, the existence of the demand curve for domestically produced goods and services, will largely be dependent on the price and quality of similar goods and services that can be alternatively sourced from outside the domestic economy. Here, the demand curve for domestically produced goods and services will largely be dependent on how well the domestic firms are able to compete. In some instances, the demand curve for the goods and services produced locally collapses. Domestic firms are unable to compete with outside economic influence. This will have implications for efficiency and inflationary pressures.

			 

			Chapter Three: Globalnomics and the Traditional Supply Curve

			 

			This chapter focuses on the potential flexibility in the production capacity of the economy, especially with expansion and shifts in the supply curve and the time span associated with each economic concept. The economic reality is that it’s rather difficulty to find in our current economic environment, an economy that is considered closed. Once the supply of goods and services is not entirely dependent on domestic capacity, this will have implications, supply will be more responsive to demand, leaving no time for inflationary pressure to build up. The lead time necessary to commission new plant and machinery in a shift in supply curve to the right under the old economic model disappears. In our current economic environment, very few industries will go beyond a year to commission new plants and machinery; furthermore, the lead time to source goods from outside domestic borders might be a few weeks from any corner of the global economy. This will have implications for the way we develop economic policies regulating our current economic environment, especially where inflation is concerned.

			 

			Chapter Four: The Impact of Technological Development, Scientific Achievement, and Information Technology on the Production Process

			 

			This chapter deals with the impact of technological development and scientific achievement on the production process, continuously using less to produce more. This result is a continuous gain in efficiency in the use of input resources in the production process. Most importantly, input resources, once considered inflationary drivers, over time, have been significantly degraded and form an insignificant part of the production process. Input resources, as the economy expands and demand for these resources increases, trigger inflationary pressure in an earlier period.

			In our current economic environment, these input resources have been significantly degraded and have long ceased to pose an inflationary risk to the economy. In this chapter, these resources have been identified and demonstrate why these have long ceased to trigger inflation along with the invention of information technology, which provides perfect information that greatly enhances decision-making, even though the views on these input resources have not changed and cause confusion in the regulation of the economy.

			 

			Chapter Five: Globalnomics and the Traditional View on the Theory of Inflation

			 

			This chapter incorporates all the changes previously discussed in reviewing the traditional theory of inflation and assesses the impact in our current economic environment. In doing so, especially in the context of the categories in which inflation can be placed, we discovered that demand-pull inflation over time has become a rear phenomenon when we think in terms of capacity constraint that is often associated with demand-pull inflation.

			In reality, we think in terms of global production capacity in relation to demand-pull inflation. Many economic tools and policies aimed at combatting inflation still ignore changes that occur over time, even though the conditions that might initiate demand-pull inflation have been largely overcome. Since we now think in terms of global production capacity, it’s highly unlikely that demand could outpace the global supply capacity.

			This places the focus on cost-push inflation. A critical look at this category of inflation creates the need for a new definition for cost-push inflation. The new definition focuses on the characteristics of the input resource. In doing so, a framework for inflation has been developed to which an economic regulator can make reference and that will implement policies to combat inflation only where certain criteria are met. This eliminates the uncertainties surrounding the cause of inflation and will address the cause of inflation rather than treat the symptoms of inflation that often lead to economic dislocation.

			 

			Chapter Six: The Elimination of Input Resources Entering the Production Process That Carries Low Inflationary Risk

			 

			Now that the concept of demand-pull inflation is placed in doubt, there is a need to focus on cost-push inflation since an economy, whether at the domestic or global level, still experiences inflationary pressure. It is important to examine the input resources entering the production process with the view of eliminating those input resources that are unlikely to trigger inflation as the economy expands and demand for these input resources increases. In our current economic environment as the economy expands beyond certain time periods, the fear of inflation generates anxiety. This often results in a pre-emptive strike at inflation that serves only to disrupt the delicate balance imposed by the market mechanism, disrupting the normal economy expansion cycle. Though the threat of inflation is a reality, the source of the threat remains elusive.

			In the past some of these input resources were the key drivers of inflation however, many of these input resources have long ceased to trigger inflation. In my opinion, effective economic management is very important and such decisions must be based on fact and not speculation. We must be able to distinguish with accuracy which input resources can trigger inflation as demand for the resources increases as the economy expands. Here, we begin the process of elimination for those input resources that lost their ability to pose a risk to the economy as the economy exceeded previous expansion cycles.

			 

			Chapter Seven: Input Resources that Carry High Degree of Inflationary Risk in an Expanding Economic Environment

			 

			This chapter establishes certain criteria that must be met for an input resource to endanger the economy at the domestic and global level where inflation is concerned. We focus on the characteristics of the input resource that can endanger the economy where the price of the resource escalates over a relatively short period. A critical examination of those input resources entering the production process is needed to determine if input resources possess the characteristic of being a jointly consumed input resource, whether these input resources possess the characteristics of a direct and indirect taxation system simultaneously and whether these input resources’ deposits are restricted to a few geographic areas within the global economy, implying limitation in supply. This means that the federal chairman can focus on those input resources that possess these characteristics and are most likely to pose a risk to the economy where inflation is concerned and ignore other input resources not meeting the criteria described because these input resources will not endanger the economy.

			 

			Chapter Eight: The Theory of the Circular Flow

			 

			This chapter is based on the assumption that a chain is strong as its weakest link and begin to subdivide the economy into various segments to determine which segment of the economy is considered the engine of the economy, which sector is susceptible to prolong recessionary periods and which sector is so intricately link that a collapse in that sector will endanger those sectors that are linked and could induce economic collapse. The importance of these subdivisions is of vital importance to policymakers in bringing about an awareness of tolerance limits within the economy beyond which economic policymakers may not go if economic dislocation is to be averted especially in the battle with inflation. In addition to the determination of what sector drives economic activities; it involves determining those sectors that are susceptible to prolonging inflationary pressure and those sectors that can ride out lengthy inflationary periods. Attention must be given to those segments that are vulnerable in a recession and every effort must be made to protect those sectors. The goal of economic regulator is to achieve sub-division optimisation.

			 

			Chapter Nine: The 2008 Economic Meltdown and the Globalnomics Theory Analysis

			 

			This chapter reviews the economic meltdown of 2008, and all the major economic dislocation encountered previously. The aim is to determine whether the Globalnomics approach to economic regulation provided answers to those problems encountered that resulted in an economic meltdown and whether economic collapse in these situations might have been averted if the Globalnomics approach to economic regulation was adopted. We take the view that an economic model must be predictive in nature and must be able to offer solutions if it is to be effective and relevant to our current economic environment. We are at the same venture and the approach to regulating inflation prescribed by the new economic model contrasts with those that are currently pursued. Rather than seek to control inflation at all costs, addressing the root cause of inflation should be the policy objective.

			 

			Chapter Ten: Effective Regulation of an Integrated Economy from a Globalnomics Perspective

			 

			We have demonstrated in earlier discussions defects in the traditional economic models. Not that those models were inherently flawed when they were initially developed; rather, the economy as we know it today has outgrown those models. This chapter factors all the economic variables at work in our current economic environment and puts forward suggestions as to how a highly integrated global economy should be regulated.

			Emphasizing the importance of global economic integration and risks that are associated with a highly integrated global economy, there is a need for a new approach if effective economic regulation is to be achieved globally. We are mindful of the fact that the domestic economies comprising the global economy are so highly integrated that it takes economic fallout in one of the major economies to trigger economic collapse globally or seriously impact the global economy. Therefore, a new approach to economic regulation is of the essence.

			 

			Chapter Eleven: The Application of Economic Control under Globalnomics

			 

			This chapter draws on the discussion of previous chapters, incorporating economic variables that exist in our economic environment that need to be addressed if effective economic regulation is to be achieved. This results in a comprehensive and radical approach to achieve an economic regulation that is effective while avoiding economic dislocation. The solutions prescribed to regulate the economy in a way that avoids economic dislocation contrast with those economic policies being currently pursued. In the battle with inflation, it advocates that the preservation of the engine of the economy should be the main objective in any regulatory process and encourages movement in interest rates in the opposite direction in inflation that stems from erratic movement in input resources that are jointly consumed.

			Economic regulators should take into consideration those existing on fixed incomes that have to meet monthly contractual obligations and the dislocation that might occur in moving interest rates too high. While it might be necessary to raise interest rates, such movement must only be to a point where the interest rate can be used to influence the economy in either direction. Engaging in the practice in hiking interest rates, the higher the inflation rate escalates is a destructive and reckless economic policy and at best will only secure economic dislocation and should be avoided at all costs.

			 

			Chapter Twelve: Current Economic Development and Outlook

			 

			This chapter deals with current development and trends emerging within the global economy and points out the risk should appropriate economic policies not be implemented to address these issues. It sheds light on the potential dangers posed to the global economy should certain debatable economic ideas in the infant stage be developed and translated into economic policy objectives. The advantages and disadvantages in transitioning from one form of energy to another and the economic implications require adequate infrastructure to be in place to facilitate the transition. There are also dangers in surrendering oil independence before the development and implementation of the necessary infrastructure to support the green economy.

			 

			Chapter Thirteen: Post-Pandemic Economic Environment

			 

			This chapter deals with the economic challenges emerging after the pandemic and the difficulties facing the economic regulators having to deal with these issues in an explosive inflationary environment. There are difficulties in raising interest rates where the economy at the domestic and global level is yet to regain pre- pandemic levels of economic activities. It argues the point that, in these economic conditions, the controlling of inflation should be a desired objective and not a major economic policy objective because of the damage that might be inflicted on the economy in its fledgling stage, emerging from the pandemic. It discusses the merits of alternative economic policies, such as quantitative easing and tapering. 

		

	
		
			CHAPTER ONE

			The Production Possibility Curve or Production Possibility Frontier

			The economic thinking of the Keynesian era sets out the foundation of its economic theory by the introduction of the production possibility curve or the production possibility frontier. At the centre of the theory is the concept of limited resources and constraint and the theoretical concept of opportunity cost. This concept is embedded in each successive economic model, resulting in economic tools and policies developed around this concept in dealing with limited resources within the broader economy. This creates a psychological impact in the minds of policymakers that economic expansion, where constraint and limited resources exist, will invariably, sooner rather than later, result in the building-up of inflationary pressures; especially where the domestic economy operates initially within the boundaries of its production possibility frontier and gradually expanded operations toward the boundaries of its production possibility curve demonstrated in Fig 1.
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			Military Goods The diagram above (in fig. 1) shows the choice open to a country whose economy is closed and not subject to outside economic influence. It organized its resources in the production of military goods and consumer goods. Under the Keynes economic model, the country could utilize its resources to produce consumer goods of 9,200 units and zero military goods, or military goods of 12,000 units at the expense of consumer goods. The country is obliged to organize its economic activities within the boundary of its production frontier in its choice of combination of goods to be produced. A domestic economy can expand its production possibility curve to the right, resulting in a greater combination of goods and services produced only through the aid of technological advancement, by shifting its production frontier to the right, void of which the domestic economy must allocate its resources to achieve a combination of goods and services within the boundary of its production possibility frontier by increasing the production of one good at the expense of another.

			The Globalnomics theory, or the modern economic thinking, does not dismiss the Keynes concept relating to opportunity cost completely. Where the domestic economy is gradually exposed to outside economic influence the supply of goods and services are not totally dependent on domestic production capacity, as a result the opportunity cost concept is diminished in its importance. The undisputable fact is that outside economic influence is a current that drives economic integration, relieving the domestic economy of total reliance on domestic production capacity for all its consumption needs, whether military or consumer goods. Where there is a shift from overreliance on domestic production capacity, the following will be inevitable. We will introduce the following table to demonstrate the economic impact on domestic capacity.
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							3,000

						
							
							10,000

						
							
							50,000

						
							
							10,0000

						
							
							163,000

						
					

					
							
							(Military goods)

						
							
							
							
							
							
					

					
							
							Capacity

						
							
							1,000

						
							
							3,125

						
							
							37,500

						
							
							625,000

						
							
							666,625

						
					

					
							
							Consumer Goods

						
							
							
							
							
							
					

					
							
							Capacity

						
							
							3,000

						
							
							9,375

						
							
							112,500

						
							
							187,500

						
							
							312,375

						
					

					
							
							Potential demand (MG)

						
							
							2,000

						
							
							4,000

						
							
							20,000

						
							
							40,000

						
							
							66,000

						
					

					
							
							Potential demand (CG)

						
							
							4,000

						
							
							12,600

						
							
							50,000

						
							
							90,000

						
							
							156,600

						
					

				
			

			 

			 

			1)The table above depicts four countries’ domestic economies that comprises the global economy with production possibility frontier expressed in units of capital and labour.

			2)These economies are open to the free flow of goods and services across each other’s borders.

			3)The above economies that now comprise the global economy are integrated and now form one global market

			4)Shifting the production possibility curve to the right in Fig. 1 to attain a greater combination of goods and services, under the traditional economic model, can be obtained only through technological development occurring at the domestic level. Where the above assumptions holds true the following benefits will be realized.

			 

			The first benefits to be accrued under Globalnomics, resulting from being integrated, are the benefits of economic leverage. This is defined as the privilege a domestic economy enjoys by participating on the global economic stage as the world economies integrate. It enables the possibility to access a greater combination of goods and services almost instantaneously than what would be achieved if the domestic economy operated along the boundaries of its production possibility curve. The instant access to an increase in the combination of goods and services has implications for expansion in demand for certain goods and services and the demand curve of local industries, a concept we will review in further detail.

			Looking at the table in Fig. 2 country A and B in the table above, their demand for military and consumer goods exceeds their production capacity. In the case of country A’s capacity to produce military or consumer goods stands at 1,000 and 3,000 respectively, while potential demand stands at 2,000 and 4,000 units. The same can be said of country B. Void of economic integration and economic leverage, which enables escape from resource limitation and access to capital resources by the domestic economy, inflation, which in its crudest definition is too much money, would be chasing few goods would form the plank of each successive economic model under traditional economic models.

			Since in our current economic environment economic integration and economic leverage are what occur in reality, the foundational economic model must capture the essence of what occurs in our current economic landscape. Under the Keynes economic model, limited resource prevails at the core conceptual model, which was the reality existing in the closed economic landscape. Under the Globalnomics model, an escape from resource limitation is made possible through economic integration, relieving capacity constraints and the defusing of inflationary pressure should be reflected in the core of our current economic model and should shape current economic thinking. 

			Under the Globalnomics theory, the next benefits to occur as a result of economic integration are the benefits of production frontier aggregation; each domestic economy production frontier comprising the global economy is aggregated. At the domestic level, each economy is faced with an infinite production possibility frontier. The production of goods and services is no longer totally dependent on domestic resources or production capacity. In case of country A and B, the production frontier capacity in terms of capital and labour stands at 80 and 3,000 and 250 and 1,000 units respectively, and is now exposed to resource 53,330 and 163,000, respectively. Domestically, under the Keynes economic model, greater potential in the production of goods and services within the constraint imposed by their production possibility frontier can only be achieved through technological advancement. Production possibility frontier aggregation, which enables not only an increase in the combination of production of goods and services, whether military or consumer, is possible, but most important is the exposure to technological advancement that slowly moves across geographic borders, enabling a shift to the right of the domestic production possibility curve.

			A typical example is the invention of computers, used exclusively in developed economies and now commonly used in economies across the globe. Also, mechanization of most production processes brought about in order to achieve quality standards imposed by the free flow of goods and services across borders. The entrepreneur spirit driven by the profit motive has ploughed massive investments into less developed economies added to domestic economic resources leading to a greater combination of goods and services produced and consumed. All these are made possible through information technology that aids in the dissemination of perfect information, transforming the world’s economic landscape into one huge global market. This imposes fresh challenges for economic regulation at the domestic and global level. Technological development and scientific achievement lead to more efficiency in the use of input resources, or the concept of a continuous use of less to producing more.

			The use of less to produce a greater quantity of goods and services results in a serious disruption to inflationary pressure that often leads to economic dislocation. There is a continuous downward pressure in prices as less is used to produce more. We will discuss this in further detail in chapters devoted to the impact of technological development and scientific advancement of the production process.

			In our current economic environment, the most advanced economies are inclined to shift production base to low-cost destinations, enabling goods to be produced at a fraction of cost and then transporting these goods to their domestic economies. The continuous reciprocal inter-exchange has a disrupting influence on the buildup of inflationary pressure. While low-cost destinations enjoy the benefits of exporting more to well-developed economies, it is the shifting of technology to the less developed destinations from the most advanced economies that have the greatest economic benefits globally.

			Low-cost destinations intensify the competitive process imposing production discipline, eliminating waste and inefficiencies in order to compete effectively. The main beneficiary is the expansion in demand for goods and services with no corresponding increase in price as supply is not totally dependent on domestic capacity. No wonder in reality as the economies of the world integrate, the economic expansion cycles exceed those of previous cycles with inflationary pressure substantially subdued as supply can respond to demand in a shorter time frame before inflationary pressure begins to build up.

			Policymakers who fully embrace the Keynes model, oblivious to the impact of economic leverage, production possibility frontier aggregation, the escape from resource limitations, and technological transfer across geographic borders on economic activities, are prone to point out the need to pre-empt strikes against inflationary pressure buildup as the economic expansion exceeds the length of past economic cycles. They will even embark on administering economic medicine to a healthy expanding economy, rendering it sick, in an effort to pre-empt inflation. We have also observed that input resources in the production process, once considered the engine of inflationary pressure, have continuously been degraded through technological advancement, resulting in a more efficient use of resources.

			In the past, an increase in demand for these input resources as the economy expands was responsible for the boom in economic activities followed by bust. These input resources, in our current economic environment, is still the focus of economic policymakers; even though these input resources, the main drivers of inflation have been significantly degraded. They have ceased to generate inflationary pressure as the economy expands and demand for these input resources increased. It becomes unnecessary to focus attention on these input resources as the main source of inflation when attempts were made to contain inflation to avoid recession. Where emphasis continues to be placed on these input resources as the source of inflation, this often result, in an economic policy blunder, triggering economic meltdown and dislocation resulting from prescribing and applying inappropriate economic tools and policies. It now becomes obvious, especially where demand-pull inflation is concerned, when viewed within the context of the above discussion, that the environment does not exist within our current economic environment where demand-pull inflation could disrupt economic activities that could endanger the global economy. Supply of goods and services is not restricted to the domestic capacity on any one domestic economy. We are now thinking in terms of global production capacity, which tends to be infinite.

			Where this is the case and goods and services flow freely across economic borders, it becomes difficult to conceptualize a situation where an increase in global disposable income outstrips global production capacity, resulting in the elevation of inflationary pressure capable of disrupting economic activities. Only in rare situations where economic policymakers embarked on the injection of huge amount of funds in the money supply along with drastic reduction in interest rate in the more developed economy might this occur. However, these are abnormal situations; hence, demand-pull inflation will continue to be subdued the more the global economy integrates, becoming a rare phenomenon. 

			The same cannot be said of cost-push inflation. The need now arises for a redefinition of inflation within the context of these discussions. We will explore this in more detail under the new definition of inflation and economic framework developed under Globalnomics.
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