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Big ideas for Britain’s future
for Wycombe Eastern Branch Conservatives
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Scope

✤ Why we need to care about ideas

✤ What has happened in the world

✤ How we should change the debate

✤ What if we don’t?
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Why care about ideas - June ’11

✤ Spending - up

✤ £52 bn from £49.5bn

✤ Taxes - up

✤ £39.6bn from £37.5bn

✤ Borrowing - up

✤ £14bn from £13.6bn

✤ Debt interest - up

✤ £4.1bn from £3.8bn

✤ Police numbers - down

✤ Courts - closed

✤ Defence - reduced

✤ Housing benefit - capped

✤ Local government - cut

✤ Health - demand vs cost

✤ EMA, tuition fees...

✤ Prosperity?
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What do we seek to Conserve?
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Evidence of transition
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UK govt and private expenditure
As a proportion of GDP at factor cost

Source: How Should Britain’s Government Spending and Tax Burdens be Measured?, David B Smith, IEA, Jun 2009

Three ways to pay for 
it: tax, borrowing 
against future tax and 
currency debasement.
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The tax burden
The pips are squeaking

Source: How Should Britain’s Government Spending and Tax Burdens be Measured?, David B Smith, IEA, Jun 2009

It appears govt. can only 
take about 42% of GDP 
in tax. Hence deficits if 
the govt. spends more 
than that.
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What about borrowing?
Only total war has caused larger deficits than we have today.

Source: How Should Britain’s Government Spending and Tax Burdens be Measured?, David B Smith, IEA, Jun 2009

Govt. has mostly been 
in deficit since the 
early seventies. Now 
worst in peacetime.
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What is the Coalition doing?
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Good news

✤ In just ten months, we have made £3.75 billion of cash savings. 

✤ This is the equivalent of 200,000 junior nurses and more than £225 
per working household right across the country.

✤ Slashing spending on consultants and temporary staff: £870m + 
£500m

✤ Also procurement, advertising, property, major projects and IT

✤ New rules on spending over £20,000
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Total Gov’t spending and tax up
Closing the deficit through taxation and slower increases in spending
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Gov’t spending 2011-12
More than half essentially fixed

28%
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Social Protection
Personal Social Services
Health
Debt interest
Transport
Education
Defence
Industry, Agriculture and Employment
Housing and Environment
Public order and safety
Other
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Government receipts 2011-12
Three key taxes
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Corporation tax
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Council tax
Other
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Awful intervention in the USA
via www.coordinationproblem.org/2011/06/its-time-to-call-it-a-failure.html
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Giving power 
away
✤ Open Public Services

✤ Localism plus Big Society

✤ Individual, Neighbourhood, 
Commissioned

✤ Red Tape Challenge

✤ www.redtapechallenge.cabinetoffice
.gov.uk

✤ Barrier Busting

✤ barrierbusting.communities.gov.uk
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How we should change the debate

✤ What has failed?

✤ Freedom or state control?

✤ If the state has failed, how?

✤ What are the origins of prosperity?

✤ What is the story for the poor?

✤ What if we fail?
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Values

✤ Freedom, responsibility, enterprise, nation

✤ My preferred five:

✤ Peace - comprehensive non-aggression

✤ Family as the basic building block of society

✤ Equality before the law

✤ Freedom from arbitrary government

✤ Property as the unity of ownership, control and risk
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The shifting centre ground?
From Living with Leviathan, Smith, IEA, 2006
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Conclusion

✤ We are at the end of a century of socialisation

✤ Socialism no more works now than in 1909

✤ Conservatives seek to conserve liberty

✤ Support the Government, go further, make the case for liberty

✤ Always remember...

19Sunday, 7 August 11



BIS debt 
projections
See also IEA, TPA, Cobden Centre

Source: The future of public debt: prospects and implications, BIS, Cecchetti et 
al, Working Paper 300, March 2010

Public debts across the world  
are unsustainable.

Things that cannot go on 
will end.
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Currency 
debasement
1800-1900 vs 1945-2010

Source: Consumer Price Inflation since 1750, O‘Donoghue et al,  Office 
for National Statistics, 10 March 2004

There has been a massive 
increase in the money 
supply since 1971, when 
Bretton Woods finally 
collapsed.

Money more or less held 
its value in the C19th, 
but lost almost all of it in 
C20th. The consequences 
have been profound on 
normal life, on saving 
and on the structure of 
the economy
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Keynes on 
inflation
The Economic Consequences of the Peace, 
Chapter VI, pg.235-236 

By “Inflation”, I mean an 
increase in the money 
supply, which causes prices 
to increase as a consequence 
of that debasement.
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Keynes on inflation

“... By a continuing process of inflation, governments can confiscate, 
secretly and unobserved, an important part of the wealth of their 
citizens. By this method they not only confiscate, but they confiscate 
arbitrarily; and, while the process impoverishes many, it actually 
enriches some. The sight of this arbitrary rearrangement of riches 
strikes not only at security, but at confidence in the equity of the 
existing distribution of wealth. ...

...There is no subtler, no surer means of overturning the existing basis 
of society than to debauch the currency. The process engages all the 
hidden forces of economic law on the side of destruction, and does it 
in a manner which not one man in a million is able to diagnose.”
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The money supply
The inevitability of the present dip
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Oil priced in gold
Low and stable since the Second World War
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Ludwig von 
Mises
Tu ne cede malis sed contra audentior ito

New money came from the banks 
expansion of credit. But can bank 
credit expansion create real wealth?

Mises wrote about all this 
before and after the Great 
Depression in particular.
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Mises on credit expansion

“Credit expansion cannot increase the supply of real goods. It 
merely brings about a rearrangement. It diverts capital investment 
away from the course prescribed by the state of economic wealth 
and market conditions. It causes production to pursue paths 
which it would not follow unless the economy were to acquire an 
increase in material goods. 

As a result, the upswing lacks a solid base. It is not real prosperity. 
It is illusory prosperity. It did not develop from an increase in 
economic wealth. Rather, it arose because the credit expansion 
created the illusion of such an increase. Sooner or later it must 
become apparent that this economic situation is built on sand.”
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I agree with Mervyn

“Of all the many ways of organising 
banking, the worst is the one we have 

today.”
Mervyn King, Governor of the Bank of England 

“Banking: From Bagehot to Basel, and Back Again”
The Second Bagehot Lecture Buttonwood Gathering, New York City 

Monday 25 October 2010
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Source: Dr Anthony J Evans, ESCP Europe

The character of banking
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