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INTRODUCTION: THE WORSE, THE BETTER





The West is broke. In Britain, America and most of Europe, governments have spent so much that entire countries face bankruptcy.


In 2010, the American government spent $1,900 billion more than it collected in tax. A year later, the US government borrowed $100 billion each month just to pay the bills. For every $5 it spends, the US government is in effect putting $1 on a public credit card. With approximately $15 trillion (twelve zeros) already on the credit card, it adds up to a pretty big bill.


The average American earns almost $70,000 a year, meaning that the United States appears outwardly wealthy. But as Charles Dickens’s character Mr Micawber understood, prosperity is the difference between what you have coming in and what you have going out.


Against that $70,000 annual income, every American is liable for $131,368 of public debt, plus a further $1,031,131 to pay for all those unfunded promises their government has made.


If you thought America was mired in debt, take a look at Britain and Europe.


Britain’s total public and private debts are proportionately even bigger at more than five times her entire annual economic output. In Spain, France and Italy, total debt is between three and four times annual output.


Public debt in Greece is 132 per cent of output, Italy 111 per cent, France 90 per cent, Ireland 85 per cent, Germany 83 per cent, Britain 81 per cent and Spain 71 per cent.1


Rich Western nations now have such large public debts they are in danger of growing poor. Like a runaway credit card bill, once debts reach such levels, the interest payments on the debt begin to grow faster than they can be paid back.


Greece, Italy, Spain and Portugal have reached this stage – which is why, for the first time since the Second World War, private lenders have stopped lending to them. Other countries have had to step in to bail them out.


The US government debt interest bill already means that every US citizen faces the equivalent of $11,000 in interest payments alone each year. Total debt payment on all American debt will be $50,000 per family by 2015.


There comes a point when debt not only becomes unmanageable, but begins to sap prospects for future growth. We are at that point.


Faced with runaway debts, governments begin to confiscate ever more wealth to pay for bloated state bureaucracies. Higher public spending designed to produce missing growth brings forth only more debt. Cheap credit is sluiced towards overconsumption and bad risks, producing still more debt.


The result is both relative – and perhaps even absolute – economic decline.


In 1990, the West accounted for over 80 per cent of global GDP. Today it accounts for less than 60 per cent. Within the next seven or eight years it is likely to account for less than half. Since 2004, economic output in China has increased by 126 per cent, in India by 90 and Brazil 37.2 In the West, by contrast, just about the only things growing are debts and taxes.


A stagnant West has been maintaining her living standards by borrowing off the dynamic, productive non-Western world. Already living standards in America are lower today than they were a decade ago. In Britain, living standards have fallen for three successive years, as they have across much of Europe.


Within the space of a generation, the West has gone from a position of global economic pre-eminence to bailout beggar.


What went wrong? How did the West end up in such a mess?


The West is broke financially because Western democracy has failed politically.


Western democracy used to be shorthand for a system of limited government. Each in its own way, Western democracies kept authority accountable, the demands of the governing tolerable and the taxes they imposed on the governed bearable.


The West is in debt because Western democracy has not been alive to the task of keeping government small. It has failed to rein in officialdom, allowing limited government to give way to Leviathan.


Throughout the West, legislatures have been sidelined. Public policy is made with little reference to the public. Of course elections still happen. Parties and candidates still run for office. But as a process for deciding how we are governed, none of this much matters. Elections no longer really decide what governments do. Unsurprisingly, fewer people bother to vote.


Socialist-leaning France has a very different kind of electorate, you might imagine, compared to proudly individualistic America. Perhaps. But while it is forty years since France last ran a budget surplus, it will be many years before America does so again.3 Setting aside what voters vote for, it turns out that both France and the United States are as bust as one another, each brought low by big, bloated government.


Democrat or Republican, Gaullist or socialist, Conservative or Labour – regardless of who holds office, it seems that those who wield ‘kratos’, or power, in Paris or Washington, are no longer accountable to the ‘demos’, or people. And no longer reined in, Western government has grown – and kept on growing.


However Western electorates seem to vote, they all seem to be presided over by the same kind of technocratic, managerialist elite. In Europe or America, central bankers make monetary policy. Treasury officials make tax-and-spend decisions. Judges decide the rules for welfare. An international mandarinate sets trade rules.


Unanswerable to the public in whose name they formulate public policy, those with the ‘kratos’ have proved susceptible to all kinds of passing intellectual fads. From the idea of European monetary union to the notion of federal subsidies for Fannie Mae, experts and officials have been able to reinforce public policy failures long after they might otherwise have changed course. The result has been an endless succession of catastrophic public policy choices. Without outward accountability, the West is extraordinarily badly governed.


Throughout the West, government has overreached itself, doing too much, at such expense – and doing it so badly – that the Western model is now in crisis.


This book is about that crisis, and what it now means for the West.


Is it all doom and gloom? We might have high debts and hopeless politicians, but are things really so bad?


I grew up listening to an endless succession of doom-mongers promising us catastrophes that never happened. First came dire warnings of global famine and overpopulation. Then it was demographic collapse and an obesity epidemic that was supposed to alarm us. In the 1970s, we were warned of a new ice age. Now it is prophecies of global warming. From Y2K to vaccine-resistant bugs, from bird flu to asteroid strikes, there has been no shortage of pessimists who turned out to be wrong.


Are the debt crisis and the bankruptcy of our political system really causes for despair?


Actually, no. Things might be bad, but they are going to start getting better.


The West’s Big Government model might be bust. So Western governments will have to get a lot smaller.


It is not just maths and money. Technology – the digital revolution – means that the Big Government model has reached the end of the road.


Why, do you suppose, government in the West managed to get so big to start with?


Contrary to widespread myth, Western governments did not grow big because their ‘demos’ demanded it. Far from causing government to grow, as we shall see, democracy once reined it in.


Government started to grow big when those with the ‘kratos’ – the powerful elite – learnt to subvert the democratic constraint.


How did they manage it? By concealing the costs of all that extra government from the ‘demos’.


Taxation, in the words of King Louis XIV’s finance minister, Jean-Baptiste Colbert, is the art of ‘plucking the goose to obtain the largest amount of feathers with the smallest amount of hissing’. In a democracy, if too many geese hiss too loudly, the government cannot pluck many feathers.


Western elites discovered how to pluck feathers from the geese without too much hissing using techniques that the former French finance minister could have only dreamed about.


The first method was through unequal taxation. So long as every goose had to have an equal number of feathers extracted, there would always be a danger of a flock of angry geese. Extract most of the feathers from a minority of the geese at any one time, however, and the hissing is confined to a few.


Thus was so-called ‘progressive’ income tax born almost a hundred years ago. The growth of Big Government soon followed.


The second technique Western elites began to use to extract feathers without us noticing was by manipulating the money. Impossible while currencies were linked to gold, over the past forty years Western governments have been able to deliberately debase the currency. A few percentage points each year on the Retail Price Index measure of inflation soon adds up. As we shall see, it amounts to a substantial transfer of wealth from private citizens to the public sector.


Increasingly Western governments are discovering that they cannot keep borrowing money in order to live beyond their tax base. They are about to discover that in the age of the internet the nature of their tax base is changing, too.


No longer will they be able to count on massed ranks of geese waiting to be plucked via the payroll as there once were. When so much is only a mouse-click away, it is no longer only the very rich geese that can take flight.


Taxes are going to have to become flatter, shared out proportionately across the electorate as a whole. And if the electorate as a whole begins to shoulder a more equal share of the costs of Big Government, all of a sudden it might not be quite so electorally appealing any more.


Nor, as we shall see, in the age of the internet, will governments keep on being able to manipulate the money.


Unequal taxation, excessive borrowing and monetary manipulation – the three pillars on which Big Government is built – are beginning to crumble.


The digital revolution will not only limit the ability of government to keep living beyond its means. It is starting to mean that the idea things should be organised by officialdom in the first place is on the wane.


How best to organise human social and economic affairs is one of the oldest political questions asked since civilisation began.


There has never been a shortage of different answers. ‘According to the socialist blueprint’, many used to say within living memory. ‘According to Communist teachings’, said others. Or Catholic teachings, thought others.


The blueprints might have varied, but attempts to order human affairs according to such blueprints has been a constant theme throughout history.


Only relatively recently have a small number of people – until now very much on the margins of political debate in most Western countries – started to suggest that perhaps the best way of arranging human social and economic affairs is not to have any grand designs at all.


Instead of organising things according to a blueprint, perhaps things should be left to organise themselves. Rather than arrange human development in accordance with what one group of people think is best for the whole, let it happen organically and spontaneously.


The internet is itself a sprawling network of organic and spontaneous design. Each time you do a Google search, you are harnessing the wisdom and knowledge of millions. The web is not merely a collective endeavour without any central directing authority. It makes collective endeavours free from a directing authority possible on a size and scale that was previously impossible. The digital age is favourable to the idea of spontaneous and organic design. Collectivism without the state – the dream of every anarchist in history – begins to seem possible, practical and mainstream.


Growing up in the 1980s, the idea that everyone might one day have their own personalised radio station would have seemed absurd. How could you have enough listeners to make it worthwhile? The very idea would have implied vast uneconomic cost.


Yet today personalised radio stations are pretty much exactly what millions of people have when they listen to their iPod or manage their playlist on Spotify. The digital revolution has made what seemed unattainable and far-fetched thirty years ago commonplace and unremarkable today.


Government today runs public services the way it used to run radio stations in Britain. Planners decide what you get the way radio DJs once decided what you could listen to. However much they might try to respond to individual requests, the one-size-fits-all nature of the medium means most people will not get exactly what they want, the way they would if they could select things for themselves.


Public services, like music playlists, will be increasingly managed by those who use them. Instead of a national school curriculum, why not have parents and teachers tailor a personalised curriculum for each child? Rather than a medical care package or home care support commissioned for your elderly relative by officials, why not design the assistance you know they really need?


Public administration need no longer be something done for the public by officialdom. Increasingly it could be done by the public for themselves. Even if we were still able to afford the Big Government model, technology means that we no longer need to have collective choices made through government.


Ten, or even five, years ago, what sort of news we listened to or read about was chosen for us all. A distant editor picked a selection of news items and put them into a half-hour broadcast or a newspaper for the rest of us.


You might have only been interested in the cricket scores or the celebrity gossip or the financial news. But, like me, you would have had to buy a whole newspaper or watch the whole news just to pick up the bit that interested you.


Today that is changing. Twitter allows us to each build our own personalised newsfeeds about the things that interest us. Rather like those ticker-tape feeds that keep traders informed about share prices in City dealing rooms, our Twitter account becomes our own personalised news feed – but one that is tailor-made for us. We select which media organisations, friends or interest groups to follow.


What was once chosen for us in aggregate we now select for ourselves as individuals. If how we consume news can be personalised, how we consume government and public services can be as well. No longer will we be handed government as subjects. We will commission the bits of government we want as individual citizens.


With fewer one-size-fits-all decisions foisted upon us, there will be less need for public officials to make one-size-fits-all choices at all. Public choices will be increasingly made by the people for themselves. More and more of the decisions that affect our lives will be made by us, rather than by elected representatives on our behalf.


Moribund democracy, which has failed to rein in government, is about to be replaced by a system of iDemocracy, which will allow us to deconstruct much of the state.



















PART 1


THE END OF POLITICS

























CHAPTER 1


GOVERNMENT KEEPS GETTING BIGGER





What is the biggest purchase that you will ever make? The mortgage on your home? The half-dozen cars you might get through over the years? Fees for university or college? Holidays? A lifetime’s worth of food and clothes?


No. By far the largest bill is the one you get for government.


For every $100 that the average American worker earns, $36 is spent on buying government – $29 directly in various payroll taxes4 and $7 in various consumption taxes when your average American tries to spend the rest of his pay packet.5 Indeed, he has to pay for the big-spend items, like the house, car, college or food, out of the $64 that remains.


In Britain, the average worker buys £46 of government for every £100 earned. In Japan, it is ¥33 of every ¥100 earned. In France and Germany, after spending €59 paying for government, the average worker has only €41 left to spend on themselves.6





HISTORICAL GROWTH


How different it once was.


In 1900, an English household typically spent 8.5 per cent of what they earned on government – a figure little changed since the days of the medieval tithe. In the United States and Europe, households spent between 5 and 15 per cent of earnings on government.


Ratios of general government expenditure, including transfers, to money GDP at market prices (per cent)
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‘From the founding of the Republic to 1929’, wrote Milton Friedman of America, ‘spending by government at all levels … never exceeded 12 per cent of national income except in times of major wars. Federal spending typically amounted to 3 per cent or less.’7


‘Since 1933’, he continued, ‘government spending has never been less than 20 per cent of national income and is now over 40 per cent.’ After spiking sharply during the Second World War, there was a significant sustained increase in federal government spending between 1960 and 1980.


Perhaps even more significantly, in the thirty years since Friedman complained of the ‘ten-fold’ increase in government, there has been no let-up in the rate at which government has kept on growing.


Despite a brief lull in the late 1980s and early 1990s, the growth of government has accelerated. Since 2007, government spending in the US has increased from 34 to over 40 per cent of GDP.8 In Britain and France, government now accounts for over half of national income.


In the couple of minutes since you started reading this chapter, the size of US national debt alone – the gap between what government spends and what government takes in taxation – will have increased by over $5 million. By the time that you finish it, it will have increased by $50 million.9 Total public debt amongst advanced Western nations will have risen by almost $100 million.10 It won’t take long before it begins to add up to some serious money.


Across much of the Western world, government has now grown to a size that would have seemed unthinkable to mainstream politicians just a generation ago. To put it in perspective, many of those countries that spent the last century pursuing a free market approach now have bigger state sectors than those who followed Marx. Former Soviet Russia has a state sector smaller than the United States’. China’s state sector is approximately half the size.


It is not simply that we spend ten times more of what we earn on government than our great-great-grandparents did. With a massive increase in our earnings, the total resources allocated to government have increased by a magnitude of thirty to forty times what they were. It is a far larger slice of a much bigger pie.


Should this surprise us? Isn’t it obvious that as people get richer they want to buy more of something? And as they get richer they choose to buy more government.


Except it is not true. As a rule of thumb, the richer people get the less they tend to spend on those things they already have, and the more they spend on things they previously survived without. Indeed, it is because they are able to do this that they get richer.


Western living standards rose over the past century or so precisely because Western households were able to spend a smaller portion of their household income buying higher quality basics. This has left us free to spend the higher disposable income we have left over on all those things our great-grandparents somehow managed to do without – like entertainment, travel or frivolous iPad apps.


Today, Western households spend a lot less of their income buying much more.


Take the average American earner in 1900. He or she would have spent $76 out of every $100 earned to pay for basics like food, clothing and shelter.11 Today, they spend a mere $37 on food, clothing and housing.


In England during the eighteenth and nineteenth centuries, the typical English worker spent between 80 and 90 per cent of what they earned on food, clothing and shelter. In 2005, the average British consumer spent a mere 40 per cent on such basics.


Not only do we spend less on such things, but the food, clothing and housing that we buy is generally speaking of far superior quality to that which was available, at greater cost, to our great-great-grandparents. The average British household, for example, might today only spend a mere 17 per cent of what they earn on food,12 but whether it allows them to eat out or gives them a well-stocked fridge, they eat vastly better than they would have done a century ago. So much so, in fact, that the average Brit is now four inches taller than their great, great grandparents.13 Overnourishment – or rather obesity – is now a greater public health problem than malnourishment.


If more-for-less has been the rule for Western spending patterns, government has been the great exception. Throughout the past century, we have been buying not more government for less income, but more government for an ever greater slice of what we earn.


This is partly because government today provides us with so much more than before. In the 1890s, when an English household spent around a tenth of their income on government, they were paying the bill for the Royal Navy, the Army, maintaining law and order, and perhaps a little infrastructure here and there. And that was about it.


Today, when the average English household stumps up an estimated £656,000 tax bill over the course of their lifetime,14 they are buying health care, education, social security, street lighting and pension protection, too. Things that government simply never provided before.


But that is only part of the story.


We might be handing over thirty to forty times more resources than our great-great-grandparents did to pay for more government. But that is not to say that we are getting thirty to forty times more public services than they did. It means we are getting thirty to forty times more officialdom – some of which might mean more services. More often than not, it does not mean more services.


Public service productivity data from the UK and almost every other Western country shows that £1 more spending results in a lot less than a £1 increase in public service provision. Why? Because when we pay all that tax, we are not just paying for the Royal Navy and the police, or even for more health care or education or social security.


We are also paying for a vast sprawling apparatus of government – for community outreach workers, transformation managers, cluster coordinators. And for endless projects run in the interests of those on the public payroll, which just occasionally might also mean more of actual services that you or I might actually want.


Unlike the government, those who supply us with say food or clothing face competition. One of the reasons why we can purchase much better quality food or clothing for a much smaller portion of our income than our great grandparents would have thought possible is the cumulative effect of competition over the years.


Competition drove producers to find better, more comfortable textile materials that people could afford. Competition encouraged producers to offer shoppers more wholesome food, at lower prices. But being a monopoly, cumulative competition has never forced government to offer us more-for-less in the same way. No one in government is ever under pressure to offer the punters a two-for-one deal in order to stay in business.


Over the past thirty years, the costs of computing have fallen dramatically. In 1956, one megabyte of computing power cost $10,000 in 1956 prices. In 2010, a megabyte cost 1/300th of 1 cent – and is still falling.15 We are able to buy vastly more computing power for much less. Even if we do not purchase computers directly, as consumers we gain. As the costs of computing have fallen, banks, airlines and mobile phone companies have passed the lower administration costs on to us.


But not so when it comes to government administration. Think of your local hospital’s administration costs, or the amount of time spent on paperwork in the local police station. Far from coming down, these kinds of administration costs have shot up.


Government is able to keep on sending us the bill for more government, which we have to pay on pain of going to prison. We have almost no consumer discretion over what services we get back in return. Unsurprisingly, the bill for government just keeps on growing.


‘But so what,’ I hear you say. ‘Government might have grown, but it did so at a time when the West enjoyed an unprecedented rise in living standards.’ Perhaps, you might even wonder, the growth of the former helps explain the increase in the latter?


It does not. The fact that one thing follows another does not mean that it was caused by it.


Government might have grown at a time of rapidly rising living standards, but more government did not make us more wealthy. More government is an extra claim on someone else’s wealth, never additional wealth.


So how come government grew as the West got wealthy?


A massive expansion in Western economic output over the past century allowed both an increase in living standards, and enabled officialdom to grow by garnering greater resources.


Like parasites, Western governments gorged themselves on the bounty of expanded economic output. The problem, as we shall see, is that they went even further, helping themselves to far more than many Western states produce, even after a century of rapidly expanded output.


ALPHABET SOUP GOVERNMENT


The more we spend on government, the more government we get – of that we can be certain. Less clear cut is whether we also get the services that we need.


Take education as an example. In return for a large slice of everyone’s tax bill, government provides a school place for your children. But it is not only paying for Junior’s classroom and the teachers who teach your child. You are not even just paying for the books or the teacher’s pension or the hi-tech soft board that no British classroom seems able to cope without.


You are also paying for several thousand civil servants sitting in the Department for Education, and 80,000 administrative staff in England’s publicly funded schools.16 There are, according to Mark Steyn, more education officials in Britain today than teachers.17


You are buying a paraphernalia of education administrators, inspectors and regulators who will never set foot inside your child’s classroom: OFQAL, OFSTED, the Training and Development Agency for Schools, something called Partnership for Schools. You are even paying for something called the Schools Food Trust.


With half our national income spent on government, it is impossible to pretend that officialdom is merely buying on your behalf all those services that you would otherwise have chosen anyhow. You are also being forced to pay for a bloated public administration that often has very little to do with any public services you might ever want.


In Britain there is so much of this extra officialdom around that we have even invented a term for it: quango (quasi-autonomous non-government organisation) government.


Often known by their acronym, quangos form a vast alphabet soup of officialdom; the ASA, DVLA, CQC … There are so many quangos that officialdom is not even sure how many there are, with estimates between 766 and 1,148.18 In fact in Britain there are so many government agencies and regulators, we have run out of letters of the alphabet to name them all. The letters FSA refer to both the Food Standards Agency, overseeing what we eat, and the Financial Services Authority, regulating our banks.


These executive agencies have executive powers, and are able to make rules that are statutorily binding – in other words have the effect of law. Let’s fish just one single quango out of the soup, the Environment Agency. With a budget of £1,284 million and over 12,000 staff,19 it issued thousands of pages of guidelines last year. From water abstraction licences to septic tank registration, its word tends to be final. For all practical effect, it decides the law on environmental policy, with, as we shall see, some much wider consequences for everyone else.


In the United States, there are dozens of federal agencies housed in office buildings all over Washington – the Anti-Trust Division, the Bureau of Industry, the Centre for Nutrition … The list is long. In fact, if we Brits have difficulty finding enough abbreviations to describe all this extra government, in the United States there are at least four different federal agencies in the US sharing the letters FSA. Perhaps it will not be long before we will see the creation of a Government Agency for the Allocation of Acronyms, or GAAA?


As in Britain, these agencies have enormous powers to determine policy and make spending decisions. Again, to pick a couple of examples at random: HUD, the US federal housing agency, with an annual budget of $48 billion. Or Fannie Mae – the Federal National Mortgage Association – which was once a public body accountable to Congress, but in 1968 became a publicly traded company accountable to itself. Between them, HUD and Fannie Mae not only spent billions of dollars making public policy, they ran up enormous public liabilities as they did so. While this was to have some pretty big consequences for millions of Americans, there was almost zero accountability to the American public on the part of those making these decisions.


Japan, too, has its Administrative Evaluation Bureau, the Administrative Management Bureau, the Local Public Financial Bureau, the Local Administration Bureau, the Local Tax Bureau and the Personnel and Pension Bureau – in just one single Tokyo government department.


Government is doing so much more than it says on the tin, no one is certain what is inside the tin any more. No one is really sure what all the letters on the tin even stand for or what they do.


Buying more government has not simply given us more of the same. We have gone and bought ourselves a whole new way of being governed.


OVERGOVERNED


‘Until August 1914’, wrote the English historian AJP Taylor, an ‘Englishman could pass through life and hardly notice the existence of the state … He could live where he liked and as he liked … broadly speaking, the state acted only to help those who could not help themselves. It left the adult citizen alone.’


You could not say the same of his great-grandchildren today. From the moment he gets out of bed in the morning, an Englishman’s life is now supervised and regulated by government.


Government runs the energy market that supplies the electricity he uses as he switches on his bedside light. Government sets trade quotas through which the clothes he dresses in are imported. Government subsidises the sugar and the corn in his cereal bowl.


When an Englishman leaves home, he probably walks out of a home built in accordance with government directives. There is a one in five chance that he will work for government, but even if he runs a private business, he will have to work for the first five months of the year to pay for the taxes government takes from him.


All this extra government we pay for is not just cumbersome. It has changed what it means to be governed.


Back in 1914, people in Britain and America were governed by the legislative, executive and judicial branches of government, as described in text books. The laws that you had to obey were either passed by those you elected to the legislature, or else they came from the common law – the accumulated wisdom of court rulings down the years. The taxes you had to pay were levied by those you elected, either nationally or locally, too.


We are no longer ruled by those we elect. Instead we are ruled over by an activist bureaucracy. We are governed by the alphabet soup, with unelected officials in charge.


Beverly Smith,* a middle-aged mother in my Essex constituency, is no constitutional expert. But she learnt the hard way who really makes the rules in Britain today.


Concerned about proposals to build 140 new homes in her quiet rural village, she printed off a dozen or so leaflets on her home computer, inviting concerned residents to a meeting in the village hall. The meeting was well attended, and a team of residents was formed to try to have the new development scaled down.


Then out of the blue she got a letter from the alphabet soup, the ASA, or Advertising Standards Authority, threatening her with an unlimited fine.


For what exactly? The leaflets she printed off at home and placed, amongst other places, on the parish notice board, were an ‘advertisement’ apparently. Her ‘advertisement’ apparently contained ‘inaccurate and misleading’ information when it suggested that the new development might be bad for local wildlife.


Mr Greg Parker, the head of the ASA, demanded to know if she would ‘withdraw’ her misleading advertisement – or face an unlimited fine.


In other words, the ASA not only claims jurisdiction over every piece of paper printed off every home computer and placed on every village notice board in England. But it claims the right to fine anyone who infringes its ‘Code’.


Who drew up the ASA’s ‘Code’? Why, the ASA.


Who judges if Mrs Smith’s village leaflets comply with the Code? According to section IV a) of the Code, the ASA’s interpretation of its own Code is final.


So there you have it. The ASA makes rules that have the force of law. Interprets the rules that have the force of law. Can levy fines for non-compliance. But was elected by no one.


Free speech? The ASA claims the right to preside over what you print off in your own home, on your PC, when you invite local people to a meeting in the village hall claiming that too many homes in the village will be bad for the bluebells.


According to the ASA’s Code, the ASA does not ‘arbitrate between conflicting ideologies’. Yet it seems pretty prejudiced against the one that says it is none of Mr Parker’s business to adjudicate on what Mrs Smith posts on the parish notice board – and that the law should be made by those Mrs Smith voted for.


But who can you vote for if you want to get Mr Parker out of office? You can’t.


The Advertising Standards Authority can determine public policy, yet it does not answer to the public. It uses the force of law to insist that people comply with its rulings and regulation, and uses compulsion to collect a levy – a private tax revenue, if you like – on advertising and the postal service to raise its £7 million budget each year.


‘In such a world, there is no “law’’,’ writes Mark Steyn ‘in the sense of a) you the citizen being found by b) a jury of your peers to be in breach of c) a statute passed by d) your elected representatives.’


Instead you are governed by ‘unelected, unaccountable bureaucrats’, able to ‘determine transgressions, prosecute infractions, and levy fines for behavioural rules they themselves craft.’20


Businesses do not answer to customers, but to legions of officials. Companies in my Essex constituency keen to trade overseas tell me their greatest impediment is not finding overseas partners willing to buy, but British officialdom. A restaurant owner in Clacton tells me that he needed the permission of a dozen different statutory bodies to start up in business.


In 2005, the cost of complying with federal regulation in the United States was estimated to be $1.13 trillion – or 10 per cent of GDP.21 It costs the US a tenth of national income to comply with all the rules and regulation being produced by the government Americans fund using 40 per cent of national income. In Britain, it is estimated that the cost of complying with red tape and regulation emanating from the European Union alone costs £20 billion each year – or some 2 per cent of GDP.22


When you buy as much government as the West now buys, you are not simply buying lots of super duper public services. You buy such a glut of extra government that eventually it begins to hamper the ability of the rest of society to generate enough wealth to pay for it all.


In America and Japan, the growth of government means that Congress and Parliament struggle to hold public administrators to account. In Europe, elected legislatures are not simply ineffective in holding the alphabet soup to account. The alphabet soup system has taken over.


Most law in Europe is now made by unelected government officials not in national capitals, but in the EU headquarters in Brussels. Agricultural policy, for example, is made by the European Commission’s Directorate-General for Agriculture and Rural Development. Thirteen different mini-directorates churn out policy and directives on everything from farm support to the economics of the agricultural market.


‘Supra-executive’ administration in the West means that governments make a lot of rules without needing to pass laws. Government regulators pour forth regulations that do not emanate from elected legislatures. Government agencies issue guidelines that often assume statutory authority, without specifically being authorised in any Parliament, Assembly or Congress.


The more government we have, the less control the rest of us have over how government spends our money.


The more government has grown, the less say those who pay for it all have had over what they are getting in return for their money. We have bought so much additional public administration that it has outgrown the ability of representative democracy, with its legislatures and assemblies, to keep it all in check.




* Name changed to protect identity.






















CHAPTER 2


WHY DOES GOVERNMENT GROW?





In 2009, Barack Obama pushed a $787 billion stimulus package through Congress, helping raise federal government spending as a share of GDP to 42 per cent – the highest level in US peacetime history. The package was passed on a knife-edge vote.


But try to imagine what might have happened if the cost of the Obama spending package had been divided up equally between each household, and the $9,53923 bill posted out to every American home.


It is not only the Tea Party movement that would have been protesting. Opposition to the package would have been fierce and mainstream, not just fierce and fringe.


The previous year, British Prime Minister Gordon Brown announced a £500 billion bank bailout, with a £37 billion direct injection of taxpayer money. Unlike Obama, he did not even need to put it to a vote in Parliament first.


Criticism was muted, with only occasional backbench Members of Parliament, like me, questioning the wisdom of bailout-and-borrow economics.


Yet imagine what the response might have been if every British adult had been sent an invoice the following day for the £1,02824 cost of the bank bailout. Imagine how MPs might have reacted then.


To pose these questions is to get a sense of what once kept government small. Because the bill for more government was divided proportionately amongst voters, voters tended to elect representatives who were careful with their tax cash.


The link between taxation and representation is the key to understanding what can keep government small.


DELIBERATELY LIMITED GOVERNMENT


‘No taxation without representation!’ yelled the American rebels. Theirs was the cry of people who understood the link between how you vote and what you pay for.


Yet the New England rebels of the 1770s were echoing the demands of the old English parliamentary cause in the 1640s. And the English rebels of the seventeenth century were reiterating an idea of limited government that had been articulated even earlier.


As far back as 1100, if not even centuries before,25 the powers of English kings had been deliberately constrained. Henry I presented a Charter of Liberties in which he set limits on his power. A century later, Magna Carta not only limited the power of a king; it was pressure from below that was defining the scope of King John’s power, no longer the Crown itself.


When in 1628 English Parliamentarians presented a Petition of Right to King Charles I, they did so by invoking ancient English statutes from the time of Edward I, which, they claimed, required that Parliament’s consent was obtained before taxes could be levied. The English Civil War that followed was fought to assert, as much as to establish, such rights.


Charles I’s defeat left Parliament with power over taxation. ‘No man’, proclaimed the victorious Parliamentarians, might ‘hereafter be compelled to make or yield any tax without common consent by act of Parliament’.


Awkwardly and clumsily, seventeenth-century England stumbled towards a constitutional settlement that would enshrine the supremacy of Parliament, arriving there eventually with the Glorious Revolution of 1688. The Bill of Rights that followed explicitly limited the power of government.


When the American rebels prevailed at Yorktown a hundred years or so later, they too tried to put in place constitutional arrangements that would deliberately constrain the power of government. And in many respects theirs was a far more successful attempt than that made by their English cousins.


The Constitution that the American Founding Fathers drew up for their fledgling republic is perhaps the greatest attempt yet made to limit the power of government. This extraordinary document carefully disperses power, separating it between state and federal levels, between executive, legislative and judicial branches, setting in place checks and balances.


Yet the document that the Founding Fathers drew up in an old court house in Philadelphia during the summer of 1787 was not merely a product of their long deliberations. It was but the latest step on a long road towards limited government, which had started on the other side of the Atlantic. Far from a revolutionary cry, when Americans demanded ‘No taxation without representation’, they believed they were asserting a long-established claim, one that had been temporarily usurped by a tyrannical king. The Constitution they devised used representative institutions to safeguard rights that they held to be inalienable.


Politicians might today be seen as expropriators for more government. But the parliaments and legislatures in which they sit came into being in the first place to ensure the precise opposite: to prevent monarchs or ministers from levying taxes without the consent of the people.


Representative government was designed to keep government small.


DON’T BLAME DEMOCRACY


‘Wrong, Carswell,’ you say. ‘Everybody knows that government got big because of democracy. As the vote was extended to the masses, government became representative of the masses to the point it started to act on their behalf and redistribute wealth.’


I have often heard this point asserted, but seldom made.


The idea that government grew big because of democracy is a myth. For a start, the chronology does not fit.


Look at America. Almost every white adult male had had the vote since the era of Jacksonian democracy in the 1830s and 1840s. Yet throughout the whole of the nineteenth century, federal spending as a percentage of US GDP never once rose above 3 per cent of GDP during peacetime.


Can you point to a time when the massed ranks of American voters in the nineteenth century voted for big government? Me neither.


Not only did the American electorate not vote for a redistributive state, they decisively rejected it when it was offered to them.


Consider what happened in the 1890s, for example. Between 1893 and 1896, the United States experienced a catastrophic depression – deeper and more severe than anything until the Great Depression of the 1930s.


The stock exchange crashed. Some 18 per cent of the workforce was out of work. In 1893, 15,000 businesses failed. Seven hundred banks went under. A sixth of railroad companies went bust. America’s GDP fell 7 per cent that year, and then 5 per cent the year after.
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