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Financial Independence and Artificial Intelligence


There are two important trends going on right now in society: financial independence and artificial intelligence. Chances are you have heard of both, but you probably haven’t seen the two trends linked and analyzed so closely together. Understanding these two trends and how they are related can make or break your financial future, so you’ve picked up the right book.


But first, a question: Do you ever wake up in the morning wishing you didn’t have to go to work? Even if you like your job—which most people don’t—there are still days when all you want to do is lie in bed. You’re not alone. Financial responsibilities, however, keep you clinging to your job. Without that paycheck, the rent won’t be paid, your student loans will not be paid, and you won’t be able to take that trip to Europe. But what if you had enough money to pay your monthly expenses without a traditional 9-to-5 job? What if you were financially independent? If this sounds appealing, read on. Before you get too excited, a few things:




	I am by no means an advocate of you quitting your job so you can hang out on the beach all day. Sorry!


	This book does not detail a get-rich-quick scheme. I have no secret formula for becoming an overnight millionaire. Read that sentence again.





What I do have is information that can change how you think about your finances. Because a lot of the financial rules you have been taught may not serve you so well for the next few decades. (I’ll explain why in a moment.) Or maybe you’ve never really thought about money. If that’s you, keep reading, because you’ll be consuming this information with little or no preconceived notions of how money works or how to maximize your financial future. Also, don’t think of this book as a financial advice book. No one wants to be lectured and, believe me, while I’ve studied these topics for years and years, I’m in no position to tell you what to do with your money. You don’t have to implement any of the information in this book. It’s just information, and you will decide what to do with it.


First, let’s address two important terms that are at the center of this book: financial independence and artificial intelligence. A thorough understanding of these terms should change the way you think about money for good. Allow me to explain: The financial independence movement is gaining attention, especially among young people in their twenties and thirties—the Millennials. Here’s how it works: cut expenses, save nearly all of your income, and invest wisely. Within a certain number of years, you’ll have enough money to quit your soul-sucking 9-to-5 job and retire—or at least pursue a passion, even if it doesn’t pay much. When I say “enough money,” that is a subjective term. It depends on your lifestyle, how much money you need to live, and, perhaps more important, where you plan to live for the foreseeable future, because the cost of living varies widely, not just within the United States but also around the world. A key component of the “enough money” concept is having a mountain of assets (this could be cash, stocks, or real estate rental properties) that produces enough income to cover your monthly expenses. Some call this passive income—or income that you don’t have to do much work to receive. It is income that you receive without having to show up to a 9-to-5 job. Granted, it can take years and even decades to build up this mountain of assets, but in a nutshell that’s what financial independence is: you’re not dependent on a job, a career, a company, a paycheck, or a boss. That doesn’t mean you stop working when you achieve financial independence. But it does mean that if you get fired from the job, you won’t face financial ruin or a pressing need to find a job the next day to keep paying your bills. We’ll be delving into the different types of financial independence later on in this book. But, generally speaking, having enough money to pay for your life without receiving a regular salary is what I’m talking about when I say financial independence.


As such, many young people are ditching the “retire at age 65” path that their parents and grandparents followed. They’re tired of being chained to a desk all day in an over-air-conditioned office building located in a soulless office park facing a highway. They want freedom now. And money provides freedom. It sounds like a pipe dream, right? If you’re saddled with student loan and credit card debt and can barely afford to pay rent, how can you possibly think of retiring at age 30, let alone 65? Whether it’s at age 28 or 38, the notion of retiring super early (i.e., decades before age 65, the typical retirement age) is not a fantasy. While it doesn’t happen overnight, you don’t have to win the lottery and you don’t have to start the next trillion-dollar tech company (although either would help!). You just have to make sacrifices and establish a smart investing strategy, which we’ll talk about later.


What Is Artificial Intelligence?


An important concept that makes achieving financial independence even more urgent is artificial intelligence. The keyword here is urgent. So many people want to have a lot of money in the bank. But many times we procrastinate the notion of saving money because we think we have many years to build up our mountain of assets—why start scrimping now? Why maximize our 401(k) contribution when we can instead use that money for a cruise to the Caribbean? You see, I’m interpreting the financial independence movement in a different way than you may understand it. I realize that many young people may dislike their jobs and dread the Monday morning alarm clock. I know that having a few million dollars in the bank (or even $1 million!) would allow many people to quit their 9-to-5 job and pursue a lower-paying passion. But that job you hate may not even be around in 5 years, 10 years, or 15 years, thanks to robots that can do your job better than you can. A fancy term for robots is artificial intelligence. Herein lies the linkage between financial independence and artificial intelligence that I mentioned earlier. Here are some ways robots can be more appealing than human workers:


• They can be cheaper


• They can work faster


• They don’t get sick


• They don’t ask for vacation or time off


• They don’t complain


• They don’t browse social media or dating apps while at work


What employer wouldn’t want to replace human workers with robots? Don’t just take my word for it. The smartest minds in business are already talking about technology’s effects on the job market. In a December 2018 blog post, businessman Richard Branson wrote1 the following:




New innovations will drive industries forward, but they will also reduce our reliance on people power. Ideas such as driverless cars and more advanced drones are becoming a reality, and machines will be used for more and more jobs in the future.





It’s extremely hard to tell how artificial intelligence or broader technological advancement will affect the future of work. Do a quick internet search on this topic and you will find a cacophony of different viewpoints. Some say artificial intelligence will kill jobs. Others say it will create new ones. Take “The Future of Jobs Report 2018” from the World Economic Forum: the report concludes that by 2025 over half of tasks performed in the workplace will be completed by machines versus 29 percent currently.2 It goes on to assert:




Such a transformation will have a profound effect on the global labour force, however in terms of overall numbers of new jobs the outlook is positive, with 133 million new jobs expected to be created by 2022 compared to 75 million that will be displaced.3





From a global perspective, that’s encouraging news: the World Economic Forum expects that machines will actually create jobs. But what does it mean for individuals? If you’re one of the 75 million workers who will be displaced, will you be eligible for one of the 132 million jobs that will be created? The uncertainty is crippling. You can’t plan your life based on a forecast, a report, or some expert’s opinion. But let’s rationally ponder the possible outcomes from the rise of artificial intelligence and technology: Could artificial intelligence eliminate jobs? Yes. Could artificial intelligence spark underemployment—where people end up working in a much lower-paying job that is not commensurate with their education level or experience? Yes. Could artificial intelligence force people to become reskilled and retrained in new technologies? Yes, says IBM. In a September 2019 press release discussing an IBM Institute for Business Value (IBV) study, the company said some 120 million people may need to learn new skills to keep up with artificial intelligence: “The study showed that new skills requirements are rapidly emerging, while other skills are becoming obsolete.”4


How Big Companies Are Preparing for Artificial Intelligence and the Future of Work


If you’re still not convinced on the changing nature of the workplace, consider this: well-known companies are investing big sums of money in retraining their workers. In July 2019, Amazon announced5 plans to spend $700 million to retrain 100,000 US employees for jobs that are expected to increase in demand, such as machine learning, robotics, and cloud computing, among others. Global consulting and accounting firm PwC is spending $3 billion over several years on upskilling its employees.6 Financial firm JPMorgan Chase in March 2019 revealed plans to spend $350 million on a five-year plan to “prepare for the future of work and meet the growing demand for skilled workers,” the company said in a press release.7 I could go on and on with examples of some of the most well-known companies like these announcing multimillion- and multibillion-dollar plans to retrain their workers. These examples illustrate that big companies recognize the changing workforce so much so that they’re willing to invest big sums of money to prepare for the shift. This is great if you work for one of these companies. They’re trying to help make the transition to a world driven by artificial intelligence and technology a little more palatable. But if you don’t work at a company with the resources to help prepare you, it’s time to take matters into your own hands. That’s what this book is about. You may eventually decide to go back to school or spend money to invest in your own education to prepare yourself for the future of work. That education likely requires a hefty out-of-pocket expense. All the more reason to alter your financial plan now, while you have a job, to prepare for the investment you might make in yourself to learn new skills in 5 years, 10 years, or even 20 years.


The artificial intelligence revolution and the worry surrounding what it means for people’s ability to stay employed even made its way into the 2020 presidential race in the United States. Believe me, this book is not about politics, but during the race several candidates, most notably entrepreneur Andrew Yang, made the changing nature of the workforce a key pillar of their political campaigns. On his website,8 Yang outlined his proposal to create a new Department of Technology in the US government with a cabinet-level position of secretary of technology. Here’s what the campaign said:9




We need to have government hand-in-hand with technologists to make sure that we fully understand the impact of AI and other innovations before they’re widely adopted in different settings.





Even US presidential candidates, Yang in particular, recognize the importance of artificial intelligence and its uncertain possible impact on society in the coming decades. The elevation of artificial intelligence to this presidential level of discourse is proof that leaders are starting to take technology’s potential threat to jobs seriously. After all, it’s the government that has the power to regulate and potentially slow the implementation and adoption of any job-killing technology.


How Artificial Intelligence May Affect Specific Industries


You might think your job is immune to artificial intelligence. After all, you may have spent hundreds of thousands of dollars on a fancy business degree.


Do you work in finance now? If so, you’re probably making a nice salary. In 2017, Deutsche Bank CEO John Cryan told the Financial Times that a “big number” of his 97,000 employees would lose their jobs amid the rise of technology: “The truthful answer is we won’t need as many people,” he said.10


My point is, artificial intelligence may not just be a threat to cashiers making minimum wage. (Have you seen the self-checkout kiosks at a drugstore or in the supermarket?) People in highly paid industries—many of whom have fancy and expensive academic degrees—may also be at risk. Again, this isn’t my opinion. I’m not the CEO of a major institution. I’m just reporting on what these CEOs and business leaders have said. They decide how many employees will work at their company. If they are sounding the alarm on artificial intelligence, we should at least be aware of this and, at best, consider taking action to prepare for this changing work dynamic. That’s what this book aims to help you accomplish: an understanding of the trends that will inspire you to change your thinking and your finances. Ultimately, it’s up to you to decide how seriously to take the artificial intelligence threat and whether or not to take action to bolster your finances to prepare for it.


Quick Review


Here are a few key items to remember from chapter 1:




	Financial independence means having a mountain of assets that will produce enough income to cover your monthly expenses. This is a core concept of this book and will be covered extensively in almost every chapter.


	Just because you have achieved financial independence, that doesn’t necessarily mean you will stop working and retire. It means you will be less reliant on a “conventional” 9-to-5 job for survival.


	The rise of artificial intelligence and its potential to kill jobs makes achieving financial independence all the more urgent.


	If you think artificial intelligence’s threat to jobs is overblown, that’s fine. But look at what top business leaders, politicians, and companies are saying and doing about it. That is your clue.
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What Does Artificial Intelligence Mean for the Gig Economy?


We are living in a new economy. You don’t need to have a 9-to-5 job to make a decent living anymore. Thanks to technology and the internet, you can work when you want, for how long you want, and, in some cases, still be able to pay your bills.


This idea has been widely described as the “gig economy.” This is where you take a job here and a job there and at the end of the month you may have earned money that is equivalent to what you would earn by sitting in an air conditioned office for a 40-hour workweek. The problem with this strategy is that there is uncertainty on the quantity and frequency of gigs. Some weeks you may have more gigs than you can handle, while other weeks may become a struggle. In the end, it may balance out, but a job in the gig economy doesn’t come with that steady paycheck every week that a 9-to-5 job offers.


Now let’s be clear: the only thing certain about a 9-to-5 job is the amount of your paycheck. Your salary remains the same, with the exception of occasional raises, bonuses, or commissions. But that base salary is a number you know. What isn’t stable about the 9-to-5 job is that the employer can lay you off at any time. So at any moment, your “certain” paycheck could go away.


There is also a hybrid model: where you keep your 9-to-5 job for the stability but take on some side projects thanks to the gig economy. This can be a viable way to earn some extra money on the side to get to the 60 percent savings rate I keep talking about.


When you think of the gig economy, chances are, you think of Uber and Lyft. If you own a car, the idea is you can turn on the app and start making money by driving people around. You can treat it like a full-time job or just drive on the weekends. There is flexibility. There are many other types of gig economy companies and platforms outside of driving. There are platforms where you can take on various freelance work, including writing, copyediting, computer coding, graphic design—you name it!


The gig economy has become such a widespread phenomenon that even Wall Street has taken notice in a big way. In 2019, both Uber and Lyft went public, meaning shares of these two companies are now sold to the public. The idea of a company going public is a major milestone in business. As of January 2020, the outstanding value of Uber’s stock stood at $58 billion.1 The outstanding value of Lyft’s stock, also as of January 2020, was $14 billion.2 That’s roughly $70 billion in market capitalization assigned to just two companies that widely represent the gig economy. The entrance of Uber and Lyft into the capital markets space is a clear endorsement of the staying power that these kinds of companies may have—or at least the excitement around this industry among members of the investing community.


But could artificial intelligence disrupt the gig economy, which was built on technology? Uber and Lyft would not be possible without smartphones and the wide use of technology among consumers. Could already technologically advanced services be disrupted? And what does that mean for workers who rely on income from completing jobs from these services? Here, we’re talking about the rise of self-driving or autonomous vehicles. In fact, Uber is taking steps to develop self-driving car technology and says this on its website: “We want to bring self-driving vehicles to the Uber network around the world.”3


What will happen to the drivers who rely on the ride sharing apps for income? Will they be displaced? And for today’s Millennials, is relying on income from the gig economy a sound strategy if the sector is ripe for disruption from artificial intelligence?


These questions are difficult to answer because the issues involve a high degree of speculation. For more information on this, I decided to turn to an expert on the gig economy: Arun Sundararajan, a professor at New York University’s Stern School of Business and author of The Sharing Economy: The End of Employment and the Rise of Crowd-Based Capitalism, which explores some of the themes of the gig economy.


Professor Sundararajan was kind enough to talk to me about how artificial intelligence may affect the gig economy. I think you’ll be interested to hear his take on this and what he’s advising students in his business school classes to do to prepare for all of this technological and societal change. Here below is an excerpt from my conversation with him:4


* * *


Scott Gamm: Is artificial intelligence going to be a problem for the gig economy and those workers?


Professor Sundararajan: Over a long enough period of time—over the next 10 to 20 years—there will be a substitution of Uber and Lyft drivers and of DoorDash, Postmates, and Grubhub delivery people. A lot of these services are going to rely more and more on robotic and artificial intelligence–driven capabilities rather than humans. Now, that comes with the following caveats: First off, the pace at which these platform services are growing may end up leading to more work through the platform rather than less, as artificial intelligence starts to kick in. For example, you are not going to have a robot that does everything from start to finish as far as the delivery of your food goes. The change is going to be incremental. There will be portions of the delivery that might be handled by a self-driving car or a sidewalk robot. That in turn is going to lower the costs of these services, and that cost decrease will increase the demand for the service among consumers. That will induce a demand for more and more of the humans involved in the process of carrying out these delivery services. Sometimes when the cost of something goes down and it’s not completely substituted by the artificial intelligence or robotics technology, the demand for human labor can actually go up and not down because of the expansion of the market.


The idea that in five years all of the Uber drivers are going to be unemployed because the cars are all going to be driving themselves is wishful thinking. We’re looking at at least a decade, to me. If self-driving cars get to a technological capability in a few years that is satisfactory to the public in that they cause fewer car accidents, for example, there are a whole bunch of other forces that determine whether a technology that can do something ends up doing it. The idea that just because the technology can do something means it’s going to start doing that immediately is flawed. There are political factors too. One self-driving car or truck that is driven into a building in an attack, for example, could set back the whole industry by 10 years independent of the capabilities of the technology. The specter of unemployed truck drivers could cause political resistance to allowing self-driving trucks unmanned on the road. Labor resistance can cause pushback. You have to think about all of these different factors together in trying to make an estimate for when the artificial intelligence will really start to substitute for the humans. It will be much faster in factories, where it’s all about efficiency and there’s not a lot of consumer acceptance. But in a consumer-facing setting, where societal acceptance is a big part of the equation, there’s a pretty big gap between ‘the technology can do this’ and ‘we’re going to see a widespread adoption of the technology.’


In the very long run, yes, all driving will be fully autonomous, but that’s at least a couple of decades away. For food delivery services, I think the change will be a little faster on the adoption of artificial intelligence, but it’ll also be more incremental and so this could lead to an increase in demand for human labor in the short-term.


Scott Gamm: When we hear experts say artificial intelligence could hurt employment in some areas and create jobs in other areas, what is the end result for society? Won’t there be winners and losers in this?


Professor Sundararajan: There are always winners and losers with technological progress. This is something that we’ve seen happen for centuries. Since the early mechanization of labor, there are certain types of work that gets displaced and become less valuable and society then collectively in some ways redeploys human labor to things the machines can’t do well.


The short answer is yes, there will be winners and losers. I think the thing that makes people worried is that the advances in artificial intelligence are cognitive—about perception and cognition—which we always thought were the exclusive domain of humans beings. So there is this feeling that if computers can think for us, what is left for humans to do? But this is historically something that humans have always worried about. When the machines were deployed during the first industrial revolution, in the early nineteenth century and the late eighteenth century in England, the workers thought, What is going to be left for humans to do? Over time, work starts to get redefined.


I look at what I do for work: I educate people, I write, speak, I do research, I have conversations. Two hundred years ago, this would not have been considered work—it would be leisure. Work was something that you did physically. Our whole conception of what are productive activities that lead to someone being able to earn a living from it seems to have changed quite significantly over time as machines have started to do some of the things that humans used to do. I don’t see any reason why this time is going to be substantially different.


Scott Gamm: What advice do you give to your students about how to prepare for all of this change?


Professor Sundararajan: I’m telling them to expect that they will have to change occupations at least once in their careers. It used to be, two generations ago, you imagined getting a job and never switching jobs. Now, switching jobs has become the norm. But switching occupations is still not common. I think for the next generation, switching occupations is likely to be common.


Whatever business or profession you are entering, build capabilities to be an entrepreneur. You may not start the next billion-dollar business, but you have to think like an entrepreneur; you have to build a network. You have to know how to be nimble, and you have to invest in design thinking. You have to be able to not just be good at something in a way that plugs into an organizational machine and climbs the corporate ladder, but you have to be able to shape your own reality and think more broadly about large, unstructured problems. The idea of joining Goldman Sachs as an investment banker or Procter & Gamble as an analyst, for example, and climbing the corporate ladder to president of the division or company—that’s not going to be the traditional career trajectory [in 10 or 20 years]. A lot of people are going to have to take stock at some point and say, “What’s next?”—not just in terms of shifting jobs but in terms of reinventing themselves completely.


It’s about being able to think broadly like that and in some ways reimagine what you could be. The best subjects and the best things that are taught in business schools today that prepare someone for this are classes about entrepreneurship. You don’t learn this in a finance, marketing, or operations class, but you come close to learning this in an entrepreneurship class and so I nudge students in that direction.


Scott Gamm: With starting a business, it’s not so cookie-cutter as it is in a corporate job, where you’re sitting there waiting for the next promotion.


Professor Sundararajan: And, you have to go out and network—you have to be able to decide something, believe in it, go out and prove it.


* * *


I learned so much by speaking with Professor Sundararajan and I hope you did too. I was struck by his differentiation between the capabilities of a technology and its actual implementation: that just because a technology can do something, doesn’t mean that something will be translated into reality. There is a gray area. Plus, the technology may have to be filtered through political and societal checkpoints before it is fully implemented. I think this is an important point and this angle should make us all feel a little bit better about technology’s possible job displacement over the next few decades. That’s not to say that we shouldn’t watch the technological trends as it pertains to the future of work (you’re clearly watching them, otherwise you wouldn’t have picked up this book). But thinking about these political and societal checkpoints may help to lessen your anxiety about the future of work.


I also think his point about the evolution of work is incredibly important. Professor Sundararajan is an accomplished professor and author and yet even he admits that the core pillars of his job would not be considered work a few centuries ago. What I took from that part of the interview was that there are jobs that could come about in 10 or 20 years that we may have never even heard of today. Think about that for a moment: there is a chance that the company or job you may have in 10 or 20 years hasn’t even been created or invented yet.


And that is a great segue into my favorite part of my interview with Professor Sundararajan: his advice for business school students. I wanted to ask him about this because if you are a student or a young person, you are going to be at prime working age in 10, 20, or 30 years when this artificial intelligence technology is expected to become mainstream. The fact that Professor Sundararajan thinks the next generation will need to change occupations during their career is incredible. Climbing the corporate ladder may not be a feasible trajectory anymore.


This is quite a scary topic: that you might need to change occupations in twenty years. There are so many questions here such as:


• Will you be qualified for an occupational change?


• Will the pay be enough to support yourself?


• Will you need to invest in new training and learn new skills to prepare for an occupational shift?


Professor Sundararajan’s analysis sums up how times are changing. You used to be able to stay at the same company for your entire career, but that’s rare these days. Today, people are constantly changing jobs and entering new career fields. In the future, according to Professor Sundararajan, occupational change should become more common.


Occupational Change and Financial Independence


How does Professor Sundararajan’s thesis about occupational change relate to financial independence? Let’s say you do have to change occupations in the next few years or decades. Does the thought of this make your stomach churn? Even if occupational change becomes a “normal” phenomenon—it can still be a stressful process. What scares most people about occupational change is the uncertainty. What if the change doesn’t happen immediately? What if that occupational change takes several years or results in a few years of a lower-paying job? What if the occupational change requires going back to school? That can be expensive.


Having a mountain of assets that is large enough to produce income that covers your monthly expenses helps ease the anxiety of any possible future occupational change.


Universal Basic Income


Speaking of how to grapple with costs associated with a change in your future occupation, universal basic income (UBI) comes to mind. This is essentially where the government would pay every citizen a fixed sum of money each month, say $1,000, just to cover basic monthly expenses.


I also asked Professor Sundararajan about UBI, and here is that part of my conversation with him.5


* * *


Scott Gamm: What do you think about universal basic income? It’s often a topic that comes to mind when you think about artificial intelligence’s possible displacement of jobs across the board.


Professor Sundararajan: I’m a very strong proponent of rebuilding and strengthening our social safety net. It’s designed for a different economy—for a twentieth-century economy of full-time employment. We certainly need to make sure that there’s a good safety net for people in the gig economy and freelancers, as well as provide more support for people who need to transition from one career to the next. However, I don’t think universal basic income is the right solution. I often speak on panels at events on universal basic income and I’m usually the lone dissent on this—with other speakers talking about how wonderful it is. I chat with the audience after these events, and I find that most people who are excited by the idea of a universal basic income, if you drill down a little, are really excited about a stronger safety net. If we could harness the political capital to create a new social safety net program like a universal basic income (any decent universal basic income program in the United States is going to cost between $2 trillion and $3 trillion a year), we’d be creating a new public program that is of the scale of Social Security and Medicare. We spend $2 trillion a year on Social Security and Medicare put together. If we can actually create a universal basic income, that money would be much better spent on targeted programs, rather than on a universal basic income.


Quick Review


Discussing artificial intelligence tends to involve a bit of speculation, especially in terms of how the technology may or may not affect certain industries. But its potential affect on the gig economy is particularly interesting to me because the gig economy is such a new phenomenon. We typically hear about technology replacing old technologies, not new ones. Here are a few takeaways from the chapter:




	Politicians have the power to slow the ripple effects of technology and its impact on jobs—even if the technological capability of a robot to replace a human worker exists.


	Be prepared to change not just jobs in your career but occupations as well.
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