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            i“A must-read for any would-be Chancellor. It is a compelling blueprint for how to end decades of economic malaise.”

            Andrew Pierce

            “A trenchant, eye-opening and controversial tour de force from one of our foremost economic brains. Anyone who wants growth and wonders why it has become so elusive in western social democracies needs to pick up Return to Growth and take urgent note. Jon Moynihan shows, in crystal-clear and accessible prose, that you can either have ever greater government expenditure or you can have decent levels of growth. Contrary to cakeism, you can’t have both. Rising public-sector expenditure brings greater debt, inflation and ultimately, if it is not controlled, national bankruptcy. A smaller state which does not crowd out the private sector is better able to preside over higher economic growth, which raises standards of living for the country as a whole. If the analysis of how we got into our current economic predicament is sobering, Moynihan’s meticulously elucidated prescription offers a more hopeful way forward for those brave enough to take it. Return to Growth is an essential and compelling read for policymakers and general readers alike.”

            Justin Marozzi

            “Jon Moynihan is right – it’s time for a fresh look at how our economy should work. Growth and aspiration will only return when private-sector entrepreneurialism is allowed to thrive in a low-tax, free-market setting. More hard work and less regulation is the way forward.”

            Lord Bamford

            “If Rachel Reeves is serious about her growth agenda, she should buy herself a copy of Jon Moynihan’s book. Lucid, passionately argued, contemptuous of the groupthink that landed our country in debilitating stagnation; here is a manifesto to get Britain motoring.”

            Allison Pearson

            “Since the election, Conservatives have been desperately looking for a solution to Britain’s economic malaise that isn’t just a retread of the failed policies of the past twenty-five years. They need look no further. This book is the answer. Future governments will ignore it at their peril.”

            Toby Young

            ii“Jon Moynihan combines serious business acumen with a firm grasp of the political big picture. Return to Growth is an important and timely book – a route map to a more dynamic, secure and prosperous Britain, by someone who knows what works.”

            Liam Halligan

            “In terms that the economic layman can understand, probably because he’s not a professional economist himself, Jon Moynihan lays out the economic, political, but also moral basis for how Britain can get growing again. These ideas are so practical, achievable, logical and overdue that his thesis is frankly unanswerable. It represents nothing less than a manifesto for national revival and has profound implications for economies beyond the UK too.”

            Andrew Roberts

            “This may well be the most important economics book of recent years. Moynihan’s book is an urgent appeal to stop the decline and set western economies on the road to growth and prosperity.”

            Matt Ridley

            “Moynihan challenges the bovine assumptions of ‘social democracy’ that will inexorably lead to fiscal collapse. No doomster, he asserts convincingly, ‘We needn’t keep doing things this way. We needn’t keep digging our own graves.’ Clear, readable, riveting and vividly illustrated.”

            Lionel Shriver

            “Moynihan reviews three enemies of growth: high expenditure, high taxation and high regulation. His inescapable – and well-supported – conclusion: raising taxes, bloating spending and bureaucratic meddling just make things worse. I love this book.”

            Art Laffer
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            And now referring the well set Reader to the History it selfe, where satisfaction lyeth ready to receive him, and expectation desirous of deserved thankes. I come to talke with the scelerate Companion: If thou beest a Villain, a Ruffian, a Momus, a Knave, a Carper, a Critick, a Bubo, a Buffon, a stupid Asse, and a gnawing Worme with envious Lips, I bequeath thee to a Carnificiall reward, where a hempen Rope will soon dispatch thy snarling slander, and free my toylesome Travailes and now painefull Labours, from the deadly Poyson of thy sharpe edged calumnies, and so goe hang thy selfe; for I neither will respect thy Love, nor regard thy Malice: and shall ever and always remaine,

             

            To the Courteous still Observant:

             

            And to the Criticall Knave as he deserveth.

             

            W. M. Lithgow (1640) viii
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            Caveat to the Reader
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         An important note about this book: I am not an economist. The book is about the UK’s economy and the economic steps that governments can do, and sometimes do or don’t do, to make it grow faster. On occasion, I slip into economist’s language, appearing to be talking like, or even thinking I am, an economist. I’m not. Any authority I have to say the things I say in the book, I derive from my careful research into what economists have concluded and written about on the topics in this book; from my decade or more working closely in the markets with the traders who actually deal with the financial commodities – currencies, exchange rates, tax rates, surpluses and deficits, regulations – that governments try to control and impact; from the knowledge gained in my many decades of interacting (until recent times) with economists at MIT Sloan School – particularly the much-lamented Rüdiger Dornbusch – where I served for over twenty years on various advisory committees; and, above all, from having spent fifty years in business advising, starting and building firms that had to deal on a daily basis with the consequences of decisions made by governments over that time.

         I hope that is enough to make my conclusions in this book sensible and acceptable. I have throughout the writing of it benefited from research work, and advice and reaction, from the economics xiiconsultancy CEBR. All mistakes and misstatements are, of course, my own fault.

         Volume Two will review the importance of free markets, free trade and sound money and will sketch out an action plan for how a ‘return to growth’ programme could be implemented.
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The Challenge
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         Over the past half-century, a crisis in economic growth has arisen in many developed economies. Western European economies, most of which have adopted the ‘social democratic’ model (high government expenditure, high taxes, high regulation), are barely growing at all. For two centuries, those same countries had embraced an economic model that worked spectacularly well. The economies of advanced nations grew at an extraordinary pace, transforming their citizens’ lives by creating jobs, wealth, health, longevity, scientific breakthroughs and consumer products that have made our lives far easier.

         And yet, as chart A shows, western Europe, the original home of economic growth, has adopted an economic approach that is at odds with the success of previous centuries and at odds with the approach of most developing countries. As a result, it has descended into stagnation. To take the UK as an example, our economic growth is now close to zero. Had our economy continued to grow over the past twenty-three years at the same rate as it had in the 1960–2000 period, our real GDP would now be some 29 per cent higher than it is currently,1 and average annual earnings, currently xiv£34,840 in 2023, would be £52,546 per year, assuming earnings had grown at the same rate over that period.2 This means the average UK citizen would have an extra £12,430 a year in their pocket, even if tax rates were kept at their current level, which they wouldn’t need to be because the government would be receiving more tax revenue.3

         This book examines the reasons for this decline in growth, not just in the UK but across western Europe. The governments of the social democracies have adopted interlinked policies that have led to economic growth more or less grinding to a halt. We in the UK have, in the main, gone along with those policies. In particular, the size of their governments have increased too much to permit economic growth (which can, for the most part, only be created by the private sector).

         As chart B shows, the relationship between government spending and growth is unignorable. As the UK government’s expenditure has got bigger it has sucked up resources, imposing such a high burden of tax and regulation on the private sector that a decent rate of economic growth has become impossible. The UK’s private sector can no longer provide the growth the country needs because it is carrying on its back state expenditure that is about the same size as the entire private-sector economy. The lion’s share of the UK’s resources are employed in non-productive and growth-hindering endeavours; entrepreneurial energy is increasingly directed towards rent-seeking activities, while the government swallows too much of the nation’s income for enough to be left over to power economic growth. Our citizens are the losers.xv

         Chart A: World 2023 GDP Growth Percentage by Country

         The social democratic approach of large government and extensive welfare seems inimical to growth.

         
            
[image: ]Source: International Monetary Fund, moyniteam analysis4 • See Chart 2.63

            

         

         Chart B: Size of Government and the Annual Growth of Real GDP

         OECD Countries, 1960–2019

         It is clear that a precondition for growth is small-sized government.
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         xviThis situation is not stable: most social democratic economies across western Europe are barely ticking over and cannot pay for their increasingly large governments and welfare programmes. Inexorably, their debt will become so large it precipitates financial collapse. This is likely to happen along the following lines:

         
	First, the larger the government, the harder it is to raise enough tax revenue to pay for it (see Chart C) – regardless of whether high or low tax rates are imposed – and the larger the financial deficit becomes.

            	Second, and in consequence (Chart D), government debt balloons – and gets worse and worse while the size of the state stays high.xvii


         

Chart C: Tax Versus Size of Government

         Government revenue versus expenditure as a percentage of GDP.

         OECD countries, 1990–2023

         The more a government spends, the less it is able to finance spending through tax.
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         Chart D: General Government Debt as a Percentage of GDP

         Advanced economies, 2000 versus 2023

         As tax revenues fall short, debt inexorably balloons.

         
            
[image: ]Source: International Monetary Fund, moyniteam analysis7 • See Chart 1.26xviii

            

         

         
	The end result of this chain of events (see Chart E) is that debt payments become unsustainably large and the deficit grows, since servicing that debt takes a larger and larger share of annual tax revenues.

            	In the case of the UK, carrying on as we are will lead to crawlingly slow growth in GDP per capita (cutting off almost all personal opportunity for average citizens to advance themselves) and an accelerating, likely unsustainable, level of national debt (see Chart F).

         

The terminus of this process must eventually be national bankruptcy.

         
            •  •  •

         

         In the following pages, expanding on this list, I show first (Part I) that governments have not only a moral but also a practical imperative to grow their nations’ economies; second (Part II) that there are clear aspects of the social democratic approach to managing the economy – large government, high taxes, stifling regulation – that appear to result, inevitably, in low to no growth. In the upcoming Volume Two, I will show third (Part III) that the foundations for a growth economy lie in free markets, free trade and financial sobriety; and finally (Part IV) that a programme can be initiated to return growth to the UK’s economy. Such a programme can transform the UK into a successful, high-growth model, with all the commensurate, and badly needed, resultant benefits for its citizens.xix

         Chart E: Percentage of Government Revenue Needed to Service National Debt, 2010 & 2022

         The level of debt payments becomes unsustainable.
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         Chart F: Forecasted Development of the UK’s Economy, 2024–39

         Status Quo Scenario

         On our current trajectory, our GDP per capita growth declines and debt grows to over 150 per cent of GDP.

         
            
[image: ]Source: moyniteam • See Chart 1.29xx

            

         

         
            NOTES

            1 UK real GDP grew at an average (geometric mean) annual growth rate of 2.52 per cent in 1960–2000 compared to 1.38 per cent in 2001-2023, thus implying a 29 per cent difference: (1.0252/1.0138)23 - 1 = 0.2933. Based on International Monetary Fund ‘Public Finances in Modern History’ and ‘World Economic Outlook (April 2024)’ datasets, https://www.imf.org/external/datamapper/datasets

            2 Average weekly earnings for total pay in June 2023 were £670, implying annual earnings of £34,840 (assuming fifty-two weeks in a calendar year). We take the mid-year earnings as an approximation for the annual average figure. Data from Office for National Statistics, ‘Average weekly earnings in Great Britain: June 2024’, https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/employmentandemployeetypes/bulletins/averageweeklyearningsingreatbritain/june2024. The average annual growth rate in real earnings 1960–2000 was 2.56 per cent, compared to 0.75 per cent in 2001–2023. This implies that current earnings would be c. 51 per cent higher if the growth in real earnings had continued for the last twenty-three years at the previous average level of 2.56 per cent: (1.0256/1.0075)23 - 1= 0.506. Growth rate for the period 1960–2000 derived from the Bank of England’s, ‘A millennium of macroeconomic data’ database, https://www.bankofengland.co.uk/-/media/boe/files/statistics/research-datasets/a-millennium-of-macroeconomic-data-for-the-uk.xlsx. The rate of growth for 2001–2023 derived from Office for National Statistics, ‘X09: Real average weekly earnings using consumer price inflation (seasonally adjusted)’ dataset (June 2024 edition), https://www.ons.gov.uk/employmentandlabourmarket/peopleinwork/earningsandworkinghours/datasets/x09realaverageweeklyearningsusingconsumerpriceinflationseasonallyadjusted

            3 As of 2024/25 tax year, gross salary of £52,546 implies net pay of £41,034, whereas gross salary of £34,840 leaves £28,604 after subtracting income tax and national insurance. The difference between the two is £12,430.

            4 International Monetary Fund, ‘World Economic Outlook (April 2024)’, https://www.imf.org/external/datamapper/datasets/WEO

            5 International Monetary Fund, ‘Public Finances in Modern History’, https://www.imf.org/external/datamapper/datasets/FPP

            6 International Monetary Fund, ‘General Government Debt’, https://www.imf.org/external/datamapper/GG_DEBT_GDP@GDD/AUS/BEL/DEU/FRA/ISR/ITA/NLD/PRT/ESP/SWE/GBR/USA/CZE/JPN/CAN/GRC

            7 International Monetary Fund, ‘World Economic Outlook (April 2024)’, https://www.imf.org/external/datamapper/GGXWDG_NGDP@WEO/OEMDC/ADVEC/WEOWORLD

            8 International Monetary Fund, ‘Public Finances in Modern History’, https://www.imf.org/external/datamapper/datasets/FPP
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            PART I

            REASONS

WHY GROWTH

IS CRUCIAL
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         A GOVERNMENT HAS BOTH A MORAL AND A PRACTICAL DUTY TO PROVIDE ECONOMIC GROWTH FOR ITS CITIZENS 2

      

   


   
      
         
3
            Prologue

            Two Centuries of Fast Growth Followed by Almost Two Decades of Bust
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         The debate over growth in the UK, always contentious, has recently become even more heated. Wages, economic growth and economic opportunities have skidded to a halt this century, a period where the UK was mostly inside, but is now more recently outside, the EU. During the past two decades, the UK economy has joined that select group of economies around the world that have had poor to no economic growth, have increasing household distress, and, in particular, have annual increases in real wages that, over a fifteen-year period, have actually turned negative (particularly, but not only, as a result of a spurt in inflation), averaging -0.3 per cent per annum. The compounding result of that average annual drop, as shown in Chart 1.1, is that real earnings in the UK are now 4.8 per cent lower than they were in 2008.i

         
4Chart 1.1: Real Average Weekly Earnings, UK Economy, Total Pay

         Using consumer price inflation, seasonally adjusted, in 2015 prices

         In 2023, real earnings are almost 5 per cent lower than in 2008.
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         Since the year 2000, government expenditure has oscillated but, in general, expanded. It is now at some 45 per cent of the economy, up from 35 per cent in 2000 (see Chart 1.2).

         Chart 1.2: UK Public Spending as a Share of GDP 2000–2023

         UK government expenditure has risen from around 35 per cent of GDP at the turn of the century to some 45–50 per cent, two short decades later.
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         5An article in The Economist, late in 2022, bemoaned that the west has fallen ‘out of love with the economic growth’.3 The article seemed confused as to whether to blame left-wing ‘unsophisticated’ politicians, right-wing ‘reheated Reaganism’, ‘growth champions’, NIMBYs, or overdemanding electorates. It offered various sensible pointers for restimulating growth yet sneered at those who had tried to implement those sorts of policies and implied (for no stated reason) that something like ‘another financial crisis’ might be necessary to put the west back on a pro-growth path. It did not contemplate the possibility that the prospects for future growth in the UK might be as poor as they have been in, say, Venezuela in recent decades – a one-way path. How did the UK and other, similar countries get into the state shown in Charts 1.1 and 1.2? Is our current economic direction – low growth and stagnating wages, accompanied by governments that are ever-increasing in size – inevitable? Are we on our way back to having to live, possibly permanently, with the ‘British disease’ of the 1970s: namely, stagflation, unemployment and social unrest?

         To answer these questions, we have to first look at the UK’s longer-term economic history and review how we got to where we are.

         THE UK’S HISTORY OF GROWTH AND SUCCESS OVER THE PAST MILLENNIUM: THEN AND NOW

         For many centuries after the Norman invasion of 1066, life for most Britons was a soul-destroying pattern of uniformity and conformity, bearing out Thomas Hobbes’s famous description of life outside society: ‘solitary, poor, nasty, brutish and short’.4 At that time, something that many are unaware of, a majority of the population of the UK were not free: about 10 per cent of the population recorded in the Domesday book were shown as slaves and over 70 per cent as serfs (a state of semi-slavery, which encompassed unfree peasants such as villeins, 6bordars and cottars).5 In the mid-1200s, serfdom was legalised and continued for some centuries thereafter (the last serf was freed in 1574).

         Even after that, and regardless of whether they were free citizens or not, for most, the position they were born into was the position they held for the rest of their lives, and their children, at best, would continue to hold that same position. The best that the vast majority of citizens could hope for between 1000 and 1800 was to be free, get a job, keep that same job and remain with unchanging status, wage and standard of living for the rest of their lives. The summit of most people’s aspiration was to live modestly and unchangeably, stay out of trouble and avoid falling into penury. The opportunity for self-improvement or advancement, was, for most people, zero. The average life expectancy was thirty. If you didn’t work or have someone looking after you, you would starve and then die.

         Chart 1.3: UK Wages 1600–2000

         Real average weekly earnings, 2015 GBP

         After centuries in which workers could never expect to earn more than a standard – fluctuating but not overall rising – remittance, real wages between 1800 and 2000 had risen some sixteen-fold.
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         And then, towards the end of the eighteenth century, there was a 7sudden, startling change that completely transformed possibilities and personal ambition for the average citizen. It was precipitated by the Enlightenment’s scientific discoveries, the humanistic and individualistic approaches of thinkers such as Adam Smith and the bold entrepreneurial spirit of some enterprising Britons. These discoveries led to the simultaneous emergence of technological breakthroughs and individual freedom. This, in turn, resulted in an explosion of industrial entrepreneurship, which drove the creation of new jobs across the economy, with major increases in the size of the wage that employers could, and did, pay for a given job. Suddenly, growing wealth and social mobility became the norm. Between 1800 and 1950, the average wage quadrupled; it quadrupled again over the following half-century. By the year 2000, the earning power of the average Briton was, in real terms, sixteen times as much as it had been in 1800.

         Between 1900 and 2022, the number of jobs in the UK doubled from 16.7 to 33.2 million (see Chart 1.4); the amount paid in the national wage bill was at least thirty-two times what it had been in 1800.

         Chart 1.4: Employment in the Twentieth Century and Beyond

         Total employment in the UK (including self-employed) 1900–2023

         Since 1900, the number of jobs has near-doubled too.
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          8And the extraordinary range of novel goods and services that the modern citizen can now buy with their money gives them a standard of living and choice well beyond anything that even the very richest people of Britain in 1800 could ever have dreamed of.

         These advances in jobs, wages and standards of living were, as we know, accompanied by major improvements in education, health, longevity and – with universal suffrage – democracy.

         Over the past two centuries, the average Briton’s conception of what they can expect to learn, experience and achieve over their lifetime has changed dramatically. In the western democracies, the generally held view over the past few decades has been that every citizen has the right, or at least a reasonable hope, to:

         
	Live up to eight or nine decades, mostly in good health.

            	Fulfil themselves by finding ever-increasing work responsibilities, challenges and opportunities that stretch their potential and improve their life satisfaction.

            	Receive annually higher real pay, whether or not their job responsibilities have increased – a function of productivity improvements, mostly brought about through investment of capital – and better working conditions.

            	Have the opportunity to fulfil, over their working lives, their best possible personal potential in terms of life, health, achievement, prosperity, human relationships and happiness.

         

There is a general understanding in modern democracies that all who are willing to work and who want to better themselves should have the opportunity to do so and, through that, to experience personal success and happiness. As noted earlier, all this is something new; before 1800, any such attitude would have been met with 9astonishment. Citizens now see themselves as having the right to expect that:

         
	enough jobs are created to prevent more than a minimal level of unemployment

            	an individual’s annual wages increase steadily

            	prosperity, in general, grows at a sufficient pace to pay for ever-improved schooling, ever-better healthcare, ever-better housing and ever-improving living standards

         

Across western Europe, however, including the UK, the larger economies have seen, over the past half-century, a steady deceleration in economic growth and, in the past two decades, its disappearance. As can be seen in Chart 1.5, growth in these countries has dropped dramatically.

         Chart 1.5: Real Average Annual GDP Growth in Major Western European Economies 1960–2019

         Declining growth over the past half-century can be seen right across the advanced economies of western Europe.

         
            
[image: ]IMF advanced economies with annual GDP over $1 trillion

               Source: International Monetary Fund8

            

         

         10And, of course, for any country, the key measure is not GDP, but GDP per capita. What matters most is whether additional wealth and opportunities are accruing to the individual and their family – rather than whether the country as a whole is getting wealthier.

         Chart 1.6 shows how the four great twentieth-century powers – the US, UK, Germany and France – have each performed against national expectations to grow their GDP per capita. In the early 1930s, all had similar levels of GDP per capita – the first two somewhat higher than the latter two. Over the next century, that changed dramatically. In the US, GDP per capita has bounded ahead, decade after decade, so that its GDP is now massively higher than that of the other three. Within those other three, post-Second World War, Germany rebounded from military and economic catastrophe to outperform the UK and France – who have both done worse.

         Chart 1.6: Real GDP Per Capita for the UK, US, Germany and France

         1929–2023, in Constant 2011 Prices

         Margaret Thatcher’s policies improved economic growth for several decades, but now the UK economy has been falling further and further behind
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         11The 1970s was the nadir of this story for the UK. That decade saw inflation, the three-day week, the ‘Winter of Discontent’, and significant economic decline in the UK. The wrong prescription for the UK – namely, for it to join the European Common Market – was adopted; decline continued. What was actually needed was economic reform, which was finally provided by Margaret Thatcher in the 1980s. Her reforms reversed the decline of the post-war years, leading to economic growth through the 1990s and taking the British economy optimistically into the new millennium.

         In the past decade and a half, however, growth in GDP per capita for western European economies has now slowed to a crawl. For all these countries, economic growth has declined in each decade. The slowdown expressed on a per-capita basis (Chart 1.7) is even worse than the drop in actual GDP growth.

         Chart 1.7: Real GDP and Real GDP Per Capita Growth in Major Western European Economies 1960–2019

         Even pre-Covid, annual GDP-per-capita growth had shrunk to 1 per cent or less in major Western European economies

         
            
[image: ]Source: Public Finances in Modern History10 and the Maddison Project11 

            

         

         12Economist Thomas Piketty focused on this point, discussing whether growth in a particular country benefited the workers or the owners of capital.12 Piketty’s results have been pretty much discredited,13 and in particular it has been shown that there are more plausible reasons than Piketty’s for the specific phenomenon he observed, but in any event, the first issue is whether the economy per capita has grown and will continue to grow in the first place.14 Only once that has happened can we start talking sensibly about redistribution and improving the safety net.

         Set against that measure, we’re not doing well. Not only has GDP growth been very low in the UK in the past three decades, but we have added over 10 million to our population since 1995.15 As a result, our GDP-per-capita growth has, as we can see in Chart 1.8, been almost non-existent in recent years.

         Chart 1.8: Real GDP Per Capita Growth in the UK 1975–2024

         Rapid increases in immigration this century led to major increases in population. The already anaemic level of GDP growth consequently becomes even worse when looked at as GDP-per-capita growth.
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         13As Chart 1.9 shows, there’s not only a general problem of growth among Europe’s advanced economies. More specifically in the UK, growth in household income has, over the past two decades, more or less ceased.

         Chart 1.9: Median Household Income Per Person

         Annual $,000 at PPP, 2019 prices

         
            
[image: ]Source: OECD; James Fransham, The Economist17 

               Note: At purchasing power parity (PPP). Income per person after taxes and transfers

            

         

         While GDP itself may increase as the working-age population grows, the mathematical relationship between GDP and GDP per capita is a function of population growth or shrinkage. This in turn depends on two things: the level of the indigenous birth rate and net migration.

         Taking the first of these, since around the mid-1970s, birth rates in western Europe have collapsed to below the replacement rate (2.1 children per woman). See Chart 1.10.

         Looking at Chart 1.11, we can see that any drop in the indigenous birth rate in the UK has been overwhelmed by the large size of net migration.14

         Chart 1.10: Fertility Rates Versus Replacement Level Across Major Western European Economies 1960–2022

         The average number of live births per woman has declined drastically over the last decades across western Europe and dropped below the replacement level.

         
            
[image: ]Source: World Bank18

            

         

         Chart 1.11: Long-Term Migration in the UK 1964–2023

         Both immigration and net migration in the UK have skyrocketed since the end of the last century and particularly post-Brexit.

         
            
[image: ]The methodology for estimating migration was changed in 2018

               Source: House of Commons Library19

            

         

         15So, as Chart 1.12 shows, the UK’s population (as with other European countries) has increased significantly.

         Chart 1.12: Population Growth in Major Western European Economies, 1960 Versus 2023

         Between 1960 and 2023, as a result of high levels of immigration, populations across the major western European economies have grown on average by 37 per cent and in the UK by 28 per cent.
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         Notably, the UK’s Office for Budget Responsibility (OBR) uses a model that predicts that the more immigration we have, the more GDP will rise. But, of course, the rise in GDP per capita will not be commensurate with the rise in GDP overall. The OBR has, in the past, overstated the benefits of mass immigration.

         The OBR’s previous stance explains why recent governments have allowed plentiful immigration. If a Home Office minister tells the OBR they want to reduce immigration, it responds that its report to the government will predict that the economy won’t grow as fast, so you won’t have much future ‘fiscal headroom’ – and as a result, you must cut back government expenditure on, say, welfare 16or increase taxes. In other words, don’t plan to reduce immigration. If you ignore this advice and press on, the OBR leaks your decision to the press (as is believed to have happened with Liz Truss’s mini-budget) to undermine your proposed approach.21 As a result, Chancellors keen to spend more on welfare or cut taxes could have seen themselves as having limited ability to restrict immigration. But, as even the OBR now agrees, not restricting migration is likely to result in lower, not higher, growth in GDP per capita.22

         While our overall population has (through immigration) grown, we also face the problem, as shown in Chart 1.13, of an increasingly ageing population – even though the younger age of immigrants has managed to maintain the overall percentage of our population of working age.

         Chart 1.13: UK Overall Working-Age and Retired Population 1970–2022

         The UK’s population is rising, but ageing.
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         17And, as shown in Chart 1.14, as a result of slower growth decade after decade, along with a growing population due to higher and higher immigration, the UK is now – shockingly – only just in the upper half of GDP per capita among OECD countries.

         Chart 1.14: GDP Per Capita in the Thirty-Eight OECD Countries* 2022

         In PPP Terms, Current Dollars

         The UK is no longer a stellar economic powerhouse.
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               ** Luxembourg and Ireland, as pass-through locations for the washing of corporate profits in their low-tax jurisdictions, have artificially high GDPs, but the money washing through benefits the citizens of those countries very little. Switzerland and Singapore have the same but to a lesser degree. • Source: World Bank24 

            

         

         Part of the cause of that is, as we have seen, our immigration policy. Chart 1.15 shows the empirical result: higher immigration is clearly associated with lower individual wealth because, as the chart shows, even if GDP were to increase through immigration, GDP per capita doesn’t.18

         Chart 1.15: Average Population Versus GDP Per Capita Growth 2005–2019

         On average, higher levels of immigration are associated with reduced growth in GDP per capita.
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         Obviously, the more or less productive the immigrants are that come into a country, the more or less GDP will grow, assuming not too many remain unemployed. But immigration has a negative impact on GDP per capita, and when the additional negative impacts and demands on housing, health, emergency services, schools and infrastructure are taken into account, there are significant negatives to having such a high immigration level – unless, as in the US, you can, by having a relatively light social safety net that is not offering 19them much in benefits, put most of the new immigrants speedily into the workforce (much of which will be in the ‘informal’ or ‘black’ economy). In the US, that proposition is being put to the test by the astonishingly high level of immigration across the Rio Grande – at least 6.3 million since Biden became President.26

         So – after that short detour to review the additional issues raised by looking at GDP rather than GDP per capita – to summarise, since the mid-1700s, for some 200–250 years, there has been in western countries a regular trend of ever-more jobs and ever-higher wages. But for the UK, and for many of the most advanced western economies, that trend has, in the past fifteen to twenty years, vanished. In western Europe at least, growth in GDP per capita has almost disappeared. The vanishing of growth in these countries is because of a double whammy: growth is very low, while population is still, due to immigration, growing rapidly. Addressing this problem, should we wish to do so, seems to have been made more difficult by declining economic understanding among politicians, pundits and the electorate; a return to social justice-style debates; the increasing demand for ‘equity’ (equality of outcome) and redistribution; and eco-style arguments that condemn growth out of hand and that have led to frequent claims that our country’s economy should not grow at all – or even that it should shrink.

         
            •  •  •

         

         Those arguing for growth believe it is not just something that is nice to have but that it’s both morally desirable and essential. Growth has brought enormous contentment and prosperity to the people of our country, to the people of other developed countries 20and, prospectively, to almost the entire world. In the UK, we all live lives that benefit hugely from the economic growth that has taken place since the late eighteenth century. But now, our economy seems to have lost the knack of growing and a focus on economic growth no longer takes pride of place in the economic agenda.ii Our main political parties, whether or not they pay lip service to growth, initiate policies that are, bemusingly, anti-growth. Political movements, some pseudo-religious in their beliefs, preach that growth is bad and must be stopped; or preach philosophies that, even if they do not overtly admit to it, effectively mean an end to any future growth.

         In any event, given the general (and, it seems, prevailing) levels of either indifference or hostility to economic growth, the case for growth now has to be remade.

         A recent paper by the Centre for Policy Study’s Robert Colvile set forth the moral case for growth.27 I gratefully borrow some of Colvile’s ideas. Benjamin Friedman from Harvard University and Tyler Cowen from George Mason University have separately written extensively on the matter in recent decades, pointing out the many benefits that make it a moral imperative for governments to seek growth.28

         In Part I, I present that case for growth. In the following pages, I review a series of both moral and practical arguments for economic growth.

         21Growth is morally desirable because:

         
	Aspiration is a central feature of human existence.

            	Without growth, all economic conversations necessarily become about redistribution because there is no ‘extra’ to go round for all.

            	Growth has accomplished and continues to promise enormous benefits to the human race and the planet.

         

Growth is essential because:

         
	As the electorate demands that the state do ever more, growth is the only reliable and sustainable way of funding these increased services.

            	Without growth, developed countries must eventually, in any event, go bust.

         


            In the following chapters, which elaborate on these points, some of the arguments may seem commonplace; yet they often, particularly recently, seem to have been lost in the cut and thrust of the political debate around the desirability, or otherwise, of higher or lower taxes, bigger or smaller government, higher or lower (or no) growth in the UK. So, if you find any arguments in what follows to be obvious, bear in mind that these points are nonetheless rarely made, so to others they may be novel. Also bear in mind that experience shows that the case for growth, for whatever reason, needs to be made over and again.22
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            Chapter 1

            Aspiration is a Central Feature of Human Existence
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         Contemplating the issue of whether or not growth is a good thing can be challenging, when one considers the often plausible-sounding exhortations of the anti-growth campaigners. Their arguments appeal to grand, albeit challengeable, concepts, such as (alleged) global ecocide or the need to ‘decolonise the atmosphere’.1 It is not always easy to discern the truth or potential impact of such approaches, nor the claims as to likely future outcomes – or to cost these allegedly affordable approaches. The average person, quite reasonably, sometimes feels inclined to agree with these anti-growth arguments; by doing so, they imagine themselves to be on the virtuous side of what is presented as a moral dilemma. Agreeing with the anti-growth campaigners is a relatively painless approach, since agreeing with such arguments usually comes with very little personal cost, at least in the short term.

         Turn the conversation around, however, and ask yourself: ‘Do I personally want to achieve, to do better bit by bit, as I go through my life? Do I want to have a slightly better flat or house, a better car, a happy retirement, overseas holidays from time to time?’ And if you have children, or plan to have them: ‘Do I want to provide 24for my children, give them a better life, a better education, a better (or as good an) upbringing than I was able to have?’ If your answer is ‘yes’ to any of that, then you implicitly believe in growth, and if you believe the average person is entitled to think the same way as you, then again you are, even more explicitly, pro-growth. And that’s before you get to the 80 per cent of the world that is outside our fortunate circle of highly developed economies. For the rest of the world to catch up with us, to have a better life, major economic growth is the only feasible path.

         A growth agenda is not anti-planet. It considers that increasing wealth and improving technology is the only practical way of addressing the problem of the amount of carbon dioxide we put into the air. And growth has the added benefit of giving the average human being an opportunity to fulfil their life ambitions.

         All human beings are born with aspiration – the desire to use their abilities to the utmost, to achieve for themselves and for their families, to experience and enjoy success. In a successful society, a child’s ambition expands and flourishes as they grow to adulthood, so that the mature citizen is able to deploy their talents to the full and into personal success that leads to the reinforcement of ambition, further success, fulfilment and satisfaction. Fulfilling the individual citizen’s need to feel free, to exercise their drive to succeed in their chosen path of life, is nowadays seen by most as an essential component of a just government.

         Communist ideology imposed on the citizens of communist countries (although not on its leaders) the belief that humans can be made selfless, with satisfaction and fulfilment coming from self-sacrifice and helping the commonweal. This approach has, over the past century, been tested to destruction, in a vast range of countries and economies. The outcome has always been an impoverished 25populace, an enriched ruling caste, increased totalitarian control over the individual, and repressive violence to preserve the ruling caste. The final phase of that outcome has been, at best, the ultimate collapse of the country’s political and economic system.i These outcomes were inevitable because the communist approach is at odds with human nature, core components of which are the desire for personal freedom and autonomy and the need to succeed on our own terms. A major reason for the failure of the communist approach is that virtually all striving individuals – even those of a socialist bent – want and work to see a good part of their endeavour and ambition accrue to themselves and their families; such striving is what produces economic growth. Indeed, Adam Smith showed how ‘selfish’ self-interest – as much as moral sentiments like empathy – was necessary for the commonweal to prosper and for economic growth to take place.

         
            In short, economic growth is morally essential for each human individual to fulfil their aspirations as they interact with society.

         

         
            NOTES

            1 Rikard Warlenius, ‘Decolonizing the Atmosphere: The Climate Justice Movement on Climate Debt’, The Journal of Environment & Development, vol. 27, no. 2, 9 December 2017, https://journals.sagepub.com/doi/abs/10.1177/1070496517744593?journalCode=jeda

         

         
            i A few socialist/totalitarian countries have to date succeeded, through state violence, in keeping their repressive regimes in place (but only for now).
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            Without Growth, All Economic Conversations Become about Redistribution
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         Without growth, the deeply embedded and unalterable human aspiration to strive and be free cannot be universally fulfilled. The average UK citizen wants, reasonably enough, a family, enough cash to meet basic needs, a house or a flat, a vehicle, a smartphone and the like, holidays abroad and other such relatively modest trappings of a successful life in a twenty-first century developed economy. To achieve this, these citizens need a job that pays well (and increasingly well over time, as their and their families’ needs expand) and a job that grows, so that they can grow in turn – in wealth, in capability and in knowledge of the world and of themselves. Without growth, all this disappears because if the economic pie stays the same size, one citizen can only get a larger portion if another citizen gets a smaller one – successful striving would require that others be impoverished. Growth is necessary because if striving results in no reward, aspiration withers and dies.

         If there is no economic growth, the pie does not expand and no new wealth is generated. In such circumstances, every citizen, often with a growing family and thus a growing financial need, can 27only achieve that by taking something away from other members of society – whether from richer citizens or poorer ones. Citizen is necessarily set against citizen as each strives to better themselves individually. To point out a truism: this is the case even for socialistic politicians and their civil servants; without growth to pay for their own higher wages and benefits, they must necessarily have to tell everyone else in the country to be condemned to a standard of living that is lower than what the average would otherwise have been. And the more benefits these politicians and civil servants award themselves over time (which they do), the less there will be for anyone else.

         To want to better yourself is not reprehensible; it is natural and often necessary, if only to feed, clothe and house one’s growing family. But few of us want to accomplish that betterment just by taking from another’s plate. For all striving humans to be able to make a better life without creating a worse life for their fellow citizens, there has to be a growing pie, from which each can take a growing share.

         In an interesting essay in the Financial Times, John Burn-Murdoch discusses what growth looks like if you have a ‘zero-sum’ mindset.1 If one group increases their prosperity, this thinking goes, another group will be commensurately impoverished. This profoundly pessimistic view flies in the face of what has actually been achieved in the past two hundred years – yet it is gaining traction. Scientific solutions to our various problems are growing at an exponential rate, yet the ability of these breakthroughs to create growing prosperity for all is handicapped by such thinking. The more people believe that the future is zero-sum, the crazier (and more redistributive) are the policies such people embrace.

         The economic growth that is needed for a non-zero-sum future 28has to be real – that is, it has to be above inflation. And as discussed, it has to be per capita. In countries that have a growing population, such as the UK, if there is little or no economic growth, the end result is negative growth per capita. The UK’s population has grown by over 10 million (16 per cent) in the past three decades. In recent years, it has grown by half a million souls or more each year because of our (sometimes inadvertent) pro-immigration policies. This growth in population creates the need for real annual economic growth of around 1 per cent just to keep the real GDP per capita constant (ceteris paribus). Any increment to national wealth per head will only accrue when there is real economic growth beyond that real c. 1 per cent level. Less than that, and if GDP and wages track each other, the average real wage is going to be declining steadily – as has happened in the UK in recent years (see Chart 1.1). Real hardship, and a downward adjustment of living standards, is the result. It is hard to see any of that as a morally desirable outcome.

         One key, and often underappreciated, foundational underpinning of the moral argument for growth is the magic of compounding. Even a small amount of extra growth per annum will make an enormous difference to a country’s and its citizens’ wealth as it compounds over the years.

         The following example illustrates the point. In 1870, the real GDP per capita in the UK amounted to $5,829, which was over 21 per cent higher than the $4,803 level recorded in the US (all measured in constant 2011 prices), as shown in Chart 1.16. In the 150-year period 1870–2019, the US economy grew on average at an annual rate of slightly over 1.6 per cent, while the UK’s growth rate averaged a little less at 1.3 per cent per annum. This small divergence resulted in US citizens, whose GDP per capita in 1870 was in fact 17.6 per cent less than that of UK citizens, drawing level with the UK by around 291930 and accelerating past the UK in subsequent decades. By 2019, US citizens were enjoying a GDP per capita of $56,469, which is 44 per cent higher than the $39,113 per capita GDP in the UK. This trend has not stopped: year after year, the US continues to grow its GDP per capita faster than the UK. A recent article emphasised the practical upside for the US in terms of actual salaries and the downside for the slower-growing UK.2 In Alabama (the poorest US state) a car wash manager earns over £100,000, compared with £33,000 in the UK; a surgeon £220,700 versus £82,600 in the UK. These gaps continue to widen each year.

         Chart 1.16: Real GDP Per Capita in the UK and US

         1870–2019, in 2011 prices

         Small differentials in growth rates, compounded over long-term periods, lead to substantial differences in the wealth levels of different nations.
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         So, as demonstrated here, the GDP-per-capita pre-pandemic gap between our two countries is $17,356. That translates into an even higher gap in wages for individual jobs, but even if it translated just one for one from GDP per capita to wages, the resulting $17,356 30extra in annual wage for the average worker (and with lower taxes to boot) would not only put to bed most concerns in the UK about wage poverty for workers, it would likely, along with a concurrent increase in corporate profits, provide enough extra tax revenues to eliminate the UK’s annual budget deficit. Our lost opportunity to grow even just slightly faster each year in the modern era therefore has had major economic and political repercussions for the UK. If we could have grown our economy faster, we would have been able to offer improved material and financial benefits to workers in the economy; improved state benefits in terms of health, education, housing and other ‘entitlements’; and sounder, less destabilising financials for our country.

         
            In short, economic growth is morally essential if self-betterment is not to be accomplished at the expense of others.

         

         
            NOTES

            1 John Burn-Murdoch, ‘Are we destined for a zero-sum future?’, Financial Times, 22 September 2023, https://www.ft.com/content/980cbbe2-0f5d-4330-872d-c7a9d6a97bf6

            2 Eir Nolsøe, ‘Why the United States keeps getting richer – with Britian lagging ever further behind’, Daily Telegraph, 23 April 2023, https://www.telegraph.co.uk/business/2023/04/23/us-richer-than-uk-finance-inflation-taxes/

            3 University of Groningen, ‘Maddison Project Database 2020’, https://www.rug.nl/ggdc/historicaldevelopment/maddison/data/mpd2020.xlsx; International Monetary Fund, ‘World Economic Outlook (April 2024)’, https://www.imf.org/en/Publications/WEO/weo-database/2024/April
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            Chapter 3

            Growth Has Accomplished Enormous Benefits for the Human Race and the Planet
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         Economic growth is a sine qua non for improved job prospects and improved personal prosperity for our country’s citizens. For those who see themselves as concerned about or even involved in the job of expanding human happiness, growth has a further large moral dimension – of course, for the impoverished populations of developing countries but for the comparatively wealthy populations of advanced countries, which themselves will always have the capacity for continued growth.

         As we show in the following pages, growth is the raw material for a huge range of life-enhancing improvements:

         
	Standards of living: higher wages satisfy more of our needs, wants and happiness.

            	Personal and national opportunities: increased growth in the economy means new businesses, new industries and therefore new opportunities for individuals.

            	Resilience: growth gives us a better ability to adapt to global events, whether natural, political, economic or technological. 32


            	Public services: a larger economy can afford higher per-capita spending when providing public services to its citizens.

            	Solutions to global issues: growth and technological innovation go hand in hand. Together they can resolve the world’s problems, from global poverty to war and famine to ecocide and more.

         

STANDARDS OF LIVING

         It is easy to belittle the impact of improvements in standards of living over time, but they have transformed opportunities for humans to live productive lives – and they continue to do so, even for developed economies such as the UK. Few of our citizens would want us to go back to even just seventy years ago, with an expectation of living around fourteen fewer years or of living a far less healthy life.1 Beyond that, even just on the materialistic side, few would be interested in no longer enjoying the enormous benefits that growth and innovation have, even just recently, created for humankind. Post-Second World War, laundry machines, dryers and dishwashers liberated housewives. Before the 1970s (see Chart 1.17), other household goods that today seem basic were either non-existent or at best, were the preserve of a lucky few. Growing national wealth has now allowed those goods to become widespread, everyday possessions; it is hard to imagine a UK today where most people don’t possess them or indeed where they give them up.

         Some feel that technology can replace growth: if we all become more virtual, we can enjoy the benefits of travel without travelling, of performance without visiting concert hall, even, one day – some say – sex without, um, sex. But all that is far in the future. Britain’s growth should be not so much about (the probable chimera) of virtualising the UK but more about developing advanced technology and 33market capabilities and then bringing them, through exports, to the rest of the (currently, mostly underdeveloped) world: there are many decades, probably centuries, before the world significantly transcends its physical needs and is able to produce everything it needs without the massive needed investments that themselves power growth.

         Chart 1.17: Ownership of Household Goods 1970–2022

         Percentage of households with durable goods

         All kinds of goods that until recently were, at best, the preserve of a fortunate minority are now treated as commonplace or essential.
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         The many life-enhancing improvements in our material standard of living – itself the result of investment, invention and innovation – affect enormously how we live. For example, the trauma of losing an infant has come to hit less than one third as many people in developed economies than it did forty years ago because the child mortality rate in England and Wales has declined from twelve per 1,000 live births in 1980 to 3.7 per 1,000 live births in 2021.3 All this has come from economic growth.34

         Economic progress propels scientific research and advances in technology, food and agriculture: yields in wheat crops quadrupled to eight tonnes per hectare in the second half of the twentieth century, maize crops increased five-fold and still climbing, chickens grow to maturity in half of the time they used to.4 All this provides enormous benefit to the entire world.

         UK citizens are also more able to travel abroad. Fifty years ago, any foreign travel was a rarity for almost all of the population but now it’s commonplace. Even in recent years, from 2001 to 2019, the number of holidays abroad by UK residents has risen from under 40 million (one trip a year only and on average, only for two out of every three citizens) to nearly 60 million (on average, one for each citizen).5 A generation previously, the large majority of the population had never (except in war) travelled abroad. All this has come from economic growth.

         Let me try to bring this point to life. You, as you read this, probably possess a smartphone – an iPhone, say. It provides more and more benefit for you the longer you have it. Being in touch with friends and family, getting better news, making your life more efficient, possibly playing games – whatever. As Chart 1.17 showed, the majority of your fellow citizens (assuming you reside in the UK) are in a similar position to you. But around the world, that’s not the case. Billions of people don’t have their lives enriched by possession of a smartphone.i

         Now, how would you like to lose all use of your smartphone and return to life as it was before you had one? Likely, if you’re honest 35with yourself, you recoil at the thought. But that is the life that the almost half of the world, the many billions without a smartphone, are condemned to – not just now but for quite a while into the future, unless their country’s economy grows at quite a fast pace for quite some years. Only with economic growth can the entirety of the world’s citizens hope to lead the kind of empowered life that we enjoy thanks to our smartphones. 

         And that’s just one example. To deepen the conversation: you, dear reader – unless you already have some life-threatening disease or similar – can expect to live to your mid-eighties or beyond. For most of that, you can expect to be in robust health. Out there though, in the majority of the world, the chances are high that you would die from a simple infection that leads to sepsis, or from having undetected and untreated colon or breast or prostate or lung cancer, or maternal death in childbirth, or some other health disaster that results in your dying, say, forty years before your natural time. Imagine being one of those people seeing their premature death approaching, knowing that in other, better-developed parts of the world, the cancer would have been detected, would have been cured, their lifespan extended by decades. Again, until the economy of that person’s country has grown sufficiently to provide a well-staffed and well-funded (whether privately or publicly) health service, that country’s citizens will not enjoy the kind of extended lifespan that we do. Without growth, it will just not happen. Chart 1.18, phase IV, shows elements of the future that further investments in the economy can bring. Note that all the benefits to humankind that have already occurred, and most likely those that will occur in the future too, were and will be not provided by government action or interference or ‘industrial strategy’, nor were they invented under 36any socialist or communist regime; they all came about as a result of free markets and private enterprise, with government kindly getting out of the way.

         Chart 1.18: Transformational Goods

         Post-war to present, developed countries

         Any humanity-based approach should endorse past and future global spreading of products that transform lives – escaping from drudgery, achieving personal autonomy, enhancing thinking and understanding.
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         So, all this talk of economic growth is not just some fanciful economist’s theoretical meanderings. Growth is about bringing fulfilled, extended, healthy lives to all 8 billion (and growing) souls on the planet right now, not just the 1.4 billion citizens of the OECD, and growth is about continuing to enhance their lives more and more into the foreseeable future.

         There are those in the enriched part of the world who, ignoring global needs, hold what the PhD student Rob Henderson has dubbed ‘luxury beliefs’, which he defined as beliefs about how others should restrict or damage their lives while the signaller doesn’t have to – for example, stating that all growth should now cease if the world is to be ‘saved’.6 If that zero-growth demand was put into 37action and enforced, the direct result would be, compared to any growth scenario, much higher disease around the world, much higher death rates than would otherwise be the case, much lower lifespans, and greatly reduced human happiness across the globe – for literally billions of human beings.

         It is unthinkable to accept that even more of these benefits (some hypothesised in Chart 1.18, many more unknown) should be denied to humankind, let alone some of our existing benefits being reversed, as the no-growth advocates threaten. Even more unconscionable is the idea that developed economies should continue to enjoy these current benefits, but the rest of the world should be denied them. And yet for the developing nations to be able to achieve these benefits and for the developed nations to continue along the path of providing new benefits, an enormous amount of global economic growth is needed. Without it, it will be impossible for all but a favoured few around the world to enjoy these life-enhancing benefits. It is all very well for some of the more narcissistic of that favoured few to argue (with dodgy logic) that growth damages the environment (or some other equally specious reasoning) and we should all stay as we are, but this is not something that is likely to be particularly persuasive to the over half of the world that is still striving to reach even minimal levels of economic comfort for their populations overall.

         PERSONAL AND NATIONAL OPPORTUNITIES

         Economic growth means more opportunities for citizens. It creates more and higher-earning jobs, and it creates a range of new sectors in which people can start and grow businesses – either way, earning an increasingly comfortable living.38

         Chart 1.19: Cumulative Impact on the UK’s GDP Per Capita by 2040 of Different Growth Rates

         Slightly higher economic growth leads to startling improvement in wealth per capita.
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         The prospects for start-up businesses – which contain the promise of even more and better consumer goods and services, enhancing human life even more – will also be better. Starting a business is a risky exercise; most new businesses fail. To make up for that risk, there needs to be the incentive of wealth creation for the entrepreneur. Inhibiting incentives to entrepreneurship (e.g. through tax and regulation or cutting off wider job choice) has a negative impact on political and social cohesion. When people are not able to realise their aspirations through productive entrepreneurship or through finding a job that suits them, they will look to alternatives that they see as improving their own personal condition. This can lead to populist politicians threatening to seize money from convenient targets such as millionaires and billionaires – a short-term strategy, inevitably leading to a severely negative longer-term outcome. This then leads to more or less overt corruption or ‘crony capitalism’, aka ‘rent-seeking’, as clever people respond to the implicit incentive 39to divert their talents to the task of battening onto the expanding state.8 Over time, high-tax, high-regulation policies create countries where the best and brightest seek better opportunities elsewhere, so that now we see Britain again facing the ‘brain drain’.9 This argument is expanded on in Part II.

         With growth, however, comes room for fulfilment, better material lives and better wealth creation. As the Growth Commission has pointed out, the recent trend has been for GDP per capita to decline: if we returned to the level of the 1950s, where per-capita growth in GDP was over 2 per cent, then by 2040, GDP per capita would be some 40 per cent higher than it is now (Chart 1.19).

         RESILIENCE

         Higher national income enables states, businesses, families and individuals to invest more in protection against disaster and to pool more resources, over time and across society, to dilute the impact of any disaster – to respond and recover more quickly.

         This can be seen in the trend over time for deaths from natural disasters. Despite a rise in the global population, and despite the alarmism of climate doomsters, average decadal deaths globally from natural disasters have fallen 92 per cent between the 1920s and the 2010s. Despite massive population growth since this time, nearly half a million fewer people each year are dying from natural disasters.10

         It is in the developed capitalist economies that almost all the important healthcare breakthroughs have been made. For example, because the UK had a strong scientific position, it was the country that figured out relatively early on in the Covid-19 pandemic 40that Dexamethasone was an effective treatment in acute cases. In the US, the discovery was made that ventilators didn’t help Covid patients. These discoveries saved countless lives around the world. The US and UK economies had the large and flexible resources and the scientific and academic base to make medical breakthroughs. Over time, these two countries had, because of their wealth and openness to new investments, developed research centres of excellence, benefiting from the openness to free enquiry that allows such institutions to thrive and develop medical treatments. (As will be discussed in Part II, these advantages are rapidly disappearing in the UK as taxes and regulation inexorably balloon.)

         PUBLIC SERVICES

         The electorates of democracies expect an ever-increasing level of public services. This is Wagner’s Law, first formulated in the 1860s: public expenditure (as a share of GDP) increases as national income rises.11

         Some politicians see high taxes as a way to fund the increase in public expenditure that the public increasingly demands; this big government, tax-and-spend approach is generally known as social democracy. As only the foolish fail to understand, higher tax rates are not likely to yield a one-to-one increase in tax revenues because of the dynamic reactions of taxpayers as they change their behaviour in response to higher taxes. But as an alternative to imposing higher tax rates to pay for the consequences of Wagner’s Law, growth can reliably provide the needed additional tax revenues without increasing the size of the state as a percentage of GDP. Over five years, a 1 percentage point increase in the annual UK growth rate would, much more certainly than increased tax rates, increase current government revenues by some £50 billion – an addition to 41the country’s tax revenues of some 5 per cent.ii12 Over longer periods, and for larger increases in the economy’s growth rate, the benefits of growth-making cash available for public expenditure will be even greater.

         The most commonly discussed trio of public services are health, education and housing. There are, of course, many other public services. For example, defence expenditure could, and likely would, have been much higher if the UK had grown faster in recent years, thus allowing us to be better prepared to defend democracy (for example, in Ukraine).

         Those opposing growth, or proposing an economic approach in which economic growth is restricted or cut off entirely, have for decades forecasted that either Malthus-style resource depletion and economic collapse or climate catastrophe will occur if growth continues, so they advocate an approach to policymaking and consumer behaviour involving either a forcible or ‘nudged’ reduction in demand, as well as the ‘right to idleness’ and ‘slowing capital down’.iii Evidence for the efficacy of these suggested solutions is scant to non-existent, even if the dire environmental forecasts were to materialise, which so far they haven’t (although this does not stop growth deniers from continuing to make renewed, equally grim forecasts, which in turn haven’t happened either).13 The naivety and ignorance exhibited by those in western nations who embrace these beliefs carries massive disadvantages for their countries, for themselves and for their fellow citizens, relative to other, more sensible 42countries – even those with far worse governance and human rights records – which makes the future of the world less stable. 

         Any commentator who wishes to assert that the UK economy should not grow further, or only slowly, has an obligation to tell us: where will the money come from to provide the ever-expanding services – healthcare, education, housing, defence or any other – that the electorate rightly demands for themselves and their country? And for those jobs where society believes workers are currently not paid enough – nursing, teaching, the many workers on minimum wage and so on – if we have no national economic growth, where will the money come from to increase the pay of those workers?

         SOLUTIONS TO GLOBAL ISSUES

         In recent years, irrational and anti-scientific claims have begun to take hold on a number of global topics. The proposed solutions to these claimed problems are mostly for the western world to denude itself of its power and wealth, embracing impoverishing approaches that are supposed to solve (but won’t) these alleged problems.14

         Without growth, the vast proportion of the world’s population that lives in developing countries will remain impoverished and brutalised. As our economy grows, so we help these other economies grow by not imposing anti-growth policies on them, by trading with them and by developing technologies that will go on to be adopted there, propelling their countries out of poverty. As their economies grow, billions of citizens of the world will be – are being, have been – lifted out of poverty. In a study by Palumbo and Iacono titled In Defense of Classical Liberalism, that I will reference numerous times in this book, they refer to a World Bank study that 43showed, across 118 countries over four decades, that three quarters of the income gains accruing to the bottom 40 per cent of income earners were a result of economic growth.15 They cite other studies including one by the National Bureau of Economic Research, which showed that global poverty had dropped by 80 per cent over thirty-six years, with poverty rates and GDP per capita behaving as inverse mirror images of one another.

         Without growth, the technologies we need – for example, anti-plastic, anti-runoff, more productive farming – will not be developed to fight the ecocide of plastic in oceans, coral reefs destroyed by runoffs, disappearing rainforests.

         Without growth, developed countries will be unable to defend the world against ever-more-powerful tyrannies – Russia, China and others – that torment their own citizens and brutalise those of other countries, all the while expanding their reach over the world.

         Without growth, we will not be able to develop long-term solutions to any (real or asserted) need to decarbonise the world; current approaches are not only dubious, ruinously expensive and unproven but are leading to the shutting down of the UK’s industrial base, thus impoverishing us and handing that part of the economy over to other countries such as China – whose energy sources are dirtier than ours, so that even apart from the impoverishment we are causing to ourselves, the net effect on the world’s environment is to pollute it more, not less.

         
            In short, economic growth is morally essential if we are to create a fairer, more effective future, one where the west’s vision for humanity wins out.
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            ii According to the IMF (see endnote) nominal UK GDP in 2023 was £2.69 trillion. Additional growth of 1 per cent per year over five years roughly translates to 5.1 per cent of GDP or £137 billion of additional national income. The OBR’s March 2024 tax-to-GDP ratio is expected to average 36.8 per cent between 2024/25 and 2028/29, which, if true, would mean that additional national income would result in over £50 billion of additional tax revenue.
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            Chapter 4

            Growth Is Essential because the Electorate Demands That the State Do Ever More
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         Wagner’s Law, described earlier, means a democratic government that can’t provide healthy, regular new doses of more ‘free stuff’ will, in normal times, quickly be thrown out at the next general election. Middle-class dreamers, mostly well provided with material goods, can advocate luxury policies that cut off the rest of society from future increases in social benefit; or can look with complacency at a future ‘net-zero’ economy where, for example, air travel for all but the rich is banned, where government mandates determine what goods can or should be produced and purchased, where opportunity is shrunk. Those who promote such policies do so because they don’t imagine the policies will apply to them; individuals advocating that society should immiserate itself rarely divest themselves of their own comforts. Governments that go along with an immiserating approach, however, will, assuming democracy survives – and as appears to have happened in the 2023 Uxbridge by-election, where the Conservative candidate narrowly won due to the anti-ULEZ protest vote – be indignantly voted out by the rest of the electorate once (but only once) they realise what the dire impact will be or has been. 45

         As has been frequently observed, the problem with this is – as with, for example, Boris Johnson’s acceleration of some net zero targets to 2030 – the politician in question is often long gone from the political scene by the time the policy’s impact starts hitting the average person. Governments usually understand that they will be punished if they impose draconian restrictions during their own term of office. Most anti-growth laws are therefore due to come into effect some time into the future, when the politicians who initiated them have left the arena. In the present, they focus on making economic goodies – both financial and material – more freely available.i The problem that results from this is that democratic governments in low-growth economies have to offer short-term and often unaffordable consumption benefits at the expense of long-term investment. The result can be encapsulated in a single sentence: ‘With universal suffrage, it becomes impossibly expensive to bribe the entire electorate.’ Only with decent economic growth can the imperatives of Wagner’s Law be fulfilled without running out of money.

         
            In short, economic growth is practically necessary if the ever-expanding benefits that the electorate demands from government are to be provided. Governments that, whether inadvertently or not, go against that imperative and introduce anti-growth policies do so by destroying the future, not the current economy.

         

         
            i They also sign interlocking binding global treaties that make it nigh-on impossible for future governments to resile from the immiserating policies. One such example is the UN Paris Agreement.
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            Chapter 5

            Without Growth, Developed Countries Must Eventually Go Bust
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         If, due to Wagner’s Law, government expenditure as a percentage of GDP is increasing, government tax policy has to trend inexorably to higher and higher levels (when expressed as a percentage of GDP), in an (almost always vain) effort to raise enough revenue to pay for its ever-rising expenditures. Chart 1.20 shows tax versus expenditure for different OECD governments in different countries over the past thirty-four years. Had those governments been able to raise, on average, enough tax revenues to pay for 100 per cent of their country’s (increasing) expenditure, the dots would straddle the dotted black 45˚ line, where tax revenues equal expenditure. As can be seen from the chart, however, most of the dots are below the 45˚ line. As government spending as a percentage of GDP gets larger, the dots (averaging around the red regression line) fall further and further below the dotted line because these governments, as they spend more, fail to raise the needed amount of tax revenue. The higher the government expenditure as a percentage of GDP, the more impossible it is for it to raise enough tax. Countries whose governments spend no more than 20 per cent of GDP do, as we can see from the chart, raise more tax revenue than they spend.47

         Chart 1.20: Tax Versus Size of Government

         Government revenue versus expenditure as a percentage of GDP in advanced economies 1990–2023

         The more a government spends, the less it is able to finance the spend through tax.
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         As can be seen from Chart 1.20, high-spending governments quite rarely raised sufficient tax revenue between 1990 and 2023 to fund their expenditure. Some high-spending governments, as the chart shows, have in some years been spending up to 25 per cent more than they were raising in taxes, in spite of their high tax rates. Such countries, if they continue on that path, will necessarily soon find it difficult to avoid going bust and/or going through a monumental national debt restructuring. The regression line shows that a country with a government sized at 50 per cent of GDP raises on average revenues that are only around 45 per cent of GDP – leaving 10 per cent of their expenditure unfunded, except by adding to the 48national debt. This is the average of such countries; many are in a far worse position. A persistent 10 per cent funding deficit will inevitably pose a significant problem for a country in the medium term – or even, for some, and not too far from now, the short term. This concern is frequently expressed about such countries as France, Italy and Spain; the same concern for the UK was said to be behind volatility in the gilt markets in 2022. Greece, miraculously, seems to be working its way out of its high-spending past, as can be seen in Chart 1.21.

         Looking again at Chart 1.20, developed countries with smaller levels of government spending as a percentage of GDP (often referred to as free-market economies) are not in such trouble. For example, those spending at a rate of 35 per cent of GDP raise taxes on average at 33 per centi – a deficit of less than 6 per cent of expenditure, rather than 10 per cent. This is a gap that over time is easier to bridge. Free-market countries with small-sized government find it easier to balance their budgets: for those with even smaller governments, sized at say 20 per cent of GDP, their tax levels too are just about at the 20 per cent level (on the dotted black line). When that is so, budgets are in balance, and there are few borrowing or inflationary pressures.

         Note that having small-sized government expenditure as a percentage of GDP does not inexorably mean that government services are too small. Whether or not that is so depends on the size of the economy per capita, as well as on the efficiency and effectiveness of how the government is organised. That is why economic growth is key; if an economy can grow large enough, then only a 49small percentage of GDP needs to be confiscated in taxes to pay for needed services. Later in this book, we look at examples of that. 

         For countries with growing levels of indebtedness, the cost of borrowing goes up over time unless the interest rates fall. However, the age of ‘financial repression’, with its artificially depressed rates of interest, seems for now to have come to an end. As a result, as old debt is paid off by issuing new debt, the overall cost of debt service rises. When inflation increases, the effect is more pronounced for countries with a higher proportion of index-linked bonds, such as the UK, whose stock of index-linked bonds is the highest in the G7 countries and accounts for about a quarter of the national debt portfolio. The repercussions of this are explored in more depth in Parts II and III of Volumes One and Two of this book.

         In any event, for any country, as the size of its debt rises, the cost of servicing its ever-larger debt rises as soon as interest rates don’t decline. The UK is now, gradually but seemingly inexorably, being swallowed up bit by bit by its debt monster. Chart 1.21 shows the proportion of government revenues consumed by debt servicing for leading countries, including the UK, for 2010 and 2022. The UK’s position has deteriorated considerably, with the short- to medium-term prospect being for that deteriorated position to get even worse. As can be seen in Chart 1.21, the UK, which had a relatively sustainable level of debt service costs in 2010 (note, post the financial crisis), is now the most indebted (in terms of cost of debt as a proportion of government revenue) country in this group. That is a combination of reckless expenditure, leading to large deficits and a greater pile of national debt, and an excessive amount of index-linked bonds (which at the time appeared wonderfully cheap but became chickens coming home to roost).50

         Chart 1.21: Percentage of Government Revenue Needed to Be Set Aside to Service National Debt, 2010 Versus 2022

         Countries such as the UK and the US have been on such a borrowing binge that their debt-servicing costs have, for now, risen into the ‘red zone’.
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         As Chart 1.20 showed, in most cases the bigger the size of government, the bigger the deficit. As discussed earlier in the book, we refer to countries with small-sized governments as free-market economies and those with large-sized governments as social democratic economies. Those countries that were originally in the free-market category but in obedience to Wagner’s Law are expanding the size of their governments to above free-market levels we call hybrid economies; these incur substantial deficits when they spend beyond their means. Chart 1.22 depicts the general situation in the OECD for 2019 (i.e. before those distortions created by Covid-19). The chart shows that even in 2019, the UK was running high deficits and the US was even worse than the UK. It is probably right to see both the UK and the US as countries where recent governments (with leaders such as Obama and Biden in the US 51and Blair, Brown, Cameron, May, Johnson and Sunak in the UK) have been making efforts to transition themselves from free-market economies to social democratic economies – but without as yet having imposed social democratic levels of taxation.

         Chart 1.22: Tax Versus Size of Government 2019

         By 2019, the UK and the US were already transitioning themselves away from the free-market paradigm.
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         Chart 1.22 seems to be saying that there is a successful model of how to run a free-market economy (those countries in green), with low taxes and low government expenditure. As we know, those countries have high economic growth and as we can see from the 52chart, most have either balanced budgets or run surpluses rather than deficits.ii

         At the top end of Chart 1.22, however, social democracies, with high levels of government expenditure, also have high tax revenues but more often than not, these revenues are so low that a deficit occurs (the few exceptions being mostly Nordic or northern European economies).

         Chart 1.23: The Battle of Ideas Between Social Democracies and Free-Market Economies 2023

         The UK has barely grown since 2016. Will its high-expenditure experiment play out well?
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         53How much can a government spend on its citizens? Clearly, the richer the economy, the more it can spend. As can be seen in Chart 1.23, the social democratic countries currently spend up to 50 per cent of GDP per capita, a rate well above what most countries can collect in taxes. Most countries spend above 33 per cent of GDP, a level that would need more than one third of GDP to be confiscated in taxes, so have difficulty in growing. The faster growing free-market economies tend to spend much less than that.

         The higher the spend, the greater the likelihood of a deficit because it becomes harder and harder to raise the taxes to finance that spend. As we will see in a later section, each country mostly seems to have an obstinately fixed level of taxes to GDP that they are able to raise; most countries seem to have difficulty in extracting more tax revenue as a percentage of GDP than the particular fixed longstanding level that each one individually has. We explore that later in Part II Chapter 7. The UK is attempting to become more like the social democracies in its level of spending: how will that work out? Will it be able to raise much more tax as a percentage of GDP than it currently does?

         In the middle, we have the hybrid economies; all of those shown are in deficit, probably because they are attempting to provide social democracy-style benefits, yet to date have only succeeded in raising much lower tax revenues.

         During Covid, some countries restrained themselves from overexuberant spending; others did not. As Chart 1.24 shows, the UK was, unfortunately, one of the worst offenders in terms of overexuberant spending, in particular because its furlough payments, at 80 per cent of wages, were higher than those of other countries and because those payments and a number of other stimulus measures went on 54for eighteen months, rather than the few months that were all the UK could truly afford. In addition, business incentive schemes such as ‘Eat Out to Help Out’ and the like added even more to the deficit.

         Chart 1.24: Covid Continence Versus Incontinence

         Using admittedly subjective judgement in labelling differing levels of Covid spend, it is nevertheless clear that some countries went massively overboard in the size and length of handouts during Covid.
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         As a result of its high Covid-era spend, the UK, already running a high annual deficit, increased that deficit considerably during the Covid years. And because of much larger money creation during that period, we have seen a higher and more persistent level of inflation than other countries (see Volume Two for detail).55

         Chart 1.25: Government Deficit as a Percentage of GDP, March 2024

         The high level of spend that started in the Covid era is now apparently firmly embedded in both the UK and the US; they are now having to borrow more each year than even the social democracies.
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         56So, from its already poor but not disastrous 2019 position, as shown in Chart 1.24, the UK went on to overspend by significant amounts in the years 2020–22, the initial excuse being to cope with the Covid-19 crisis – with the energy crisis replacing that as a further reason to run a very large deficit. These emergencies are, at any rate, now over; yet the size of government expenditure in the UK has not been brought back to its pre-pandemic size. The UK’s level of expenditure is now some 15 per cent higher than pre-Covid; tax take, already much less than expenditure, has failed to keep pace. In 2023, the high level of expenditure did not shrink. Post-2023, despite various vows made by the Conservative government in the run-up to the election, expenditure is forecast to continue to grow.8 In a stroke, Britain’s economy has been transformed, from being a country at the high end of what a free-market government spends, into the centre of the spending levels seen in western European social democracies.

         The US, under President Biden, has followed suit. As Chart 1.25 shows, the US and the UK, along with Japan, now have the worst deficits.

         Large governments contain the seeds of their own downfall as their deficits rise increasingly over time. As Margaret Thatcher famously put it, ‘Sooner or later, you run out of other people’s money.’

         In recent years, as Chart 1.26 shows, total government debt as a percentage of GDP has ballooned for most social democratic countries and for the US and the UK, whose recent levels of expenditure, as discussed, will, if they remain at current levels, put them at the same level as the social democracies. The problematic outcome for the US and the UK is threefold: national debt is increasing disastrously; GDP (for the UK, anyway) is hardly increasing at all; and taxes are way below what they need to be to pay for this higher rate of expenditure.57

         Chart 1.26: General Government Debt as a Percentage of GDP

         Advanced social democracies and hybrid economies, 2000 versus 2023

         In the past two decades, most social democracies have increased their level of national debt by enormous amounts. This trend is not something that can go on for ever.

         
            
[image: ]Source: International Monetary Fund9

            

         

         In the UK, as in other western countries, the debt and deficit situation is much worse than the reported figures. Bad as the reported situation is, both future trends and unreported liabilities make the true situation far worse.

         Future trends mean that deficits are due to get even larger as various fiscal chickens come home to roost. Our ageing population means more pensioners and less tax to support them. The public-sector pension schemes, mostly (as we discuss in Part II Chapter 6) unfunded Ponzi schemes, are just reaching the crossover stage, fatal to all Ponzi schemes, where annual outgoings (actual pension payments) start exceeding annual incomings (pension contributions by employees supposed to fund future obligations but in fact paying for past obligations to now-retired civil servants). The legislation offering lifetime disability payments such as Personal Independence Payments 58(PIPs) or Disability Living Allowance (DLA) to an ever-larger pool of claimants – especially those certified as having mental health problems – has led to ballooning payments already, which are forecast to grow by some £8 billion in the coming years (Chart 1.27).

         Chart 1.27: Forecasts Compared to Actual Working Age PIP/DLA Expenditure

         England and Wales, real terms, 2024/25 prices

         The number of individuals claiming disability rises and rises; the forecasts always prove inadequate to the actuality

         
            
[image: ]Source: Neil O’Brien and Department for Work and Pensions10

            

         

         Unreported liabilities, on the other hand, mean that the UK’s officially reported liabilities are as much a work of fiction as anything else: even a superficial analysis shows that our true liabilities are almost five times as big as what we report (Chart 1.28).

         Of particular concern, but of uncertain size, is the extent of our committed, but weirdly unpublished, residual liabilities to the European Union, as part of the disastrous Withdrawal Agreement. Given our continued commitments to fund various EU institutions, what these will end up costing us depends on what happens to the EU, whose 59future state could involve mild recessions, much worse depressions, internal schisms, bankruptcy of individual states or, in the extreme, a breakup of the union itself.iii Much of these financial institutions’ holdings consist of junk bonds of zombie EU companies; we still, ludicrously, stand to lose our share when the losses come to be counted.

         Chart 1.28: Total UK National Debt in 2022–23 Is £11.3 Trillion

         A non-comprehensive review of actual unfunded liabilities shows that the UK’s true national debt is at least four and a half times the stated number.

         
            
[image: ]Source: HM Treasury,11 Office for National Statistics,12

               Office for Budget Responsibility,13 moyniteam analysis

            

         

         60Even on the reported figures, the future looks bleak.

         We have written a simple model (specified in detail in Appendix B) that forecasts what will eventually happen to the UK’s GDP growth rates, its primary deficit or surplus and its national debt as a percentage of GDP. (The status quo scenario after fifteen years is shown in Chart 1.29.) The UK, our model predicts, is in line to grow its debt-to-GDP ratio by then to around 150 per cent. It is not clear that, exposed as we are in our borrowing to international debt markets, this ever-worsening position will be sustainable.

         Chart 1.29: Forecasted Development of the UK’s Economy 2024–39

         If we stay much as we are, our annual growth in the long run will be below 1 per cent a year. GDP per capita will grow at an even slower pace and the government debt will inexorably balloon to about 150 per cent of GDP.

         
            
[image: ]Source: moyniteam modelling

            

         

         The overall output of our model, when we run it on an ‘as is’ basis, is set out in Chart 1.29. Annual GDP growth for the next fifteen years 61is 0.8 per cent and GDP per capita growth is a tiny 0.34 per cent per year, on average – so GDP per capita is only about 5 per cent higher after a full fifteen years. The budget deficit steadily widens and consequently, government debt rises from about 100 per cent of GDP to a dangerous 150 per cent of GDP, and rising, after that fifteen years.

         In our model, we assume that the economy will start to recover after the 2023 recession in line with the central IMF forecast, growing by 0.8 per cent in 2024.14 The recovery then continues into 2025.

         Thereafter, however, the combined weight of large government, high taxes, cumbersome regulations and protectionist trade policies gradually drives the growth rate of the economy down to a corridor of 0.7–0.8 per cent per annum.

         Debt-servicing costs in 2023 already amounted to a massive 11 per cent of government revenues.iv Although that number is dropping slightly as inflation falls, over the long term it will rise even further as debt mounts and the government refinances expiring debt at higher interest rates. Even if the UK were able to continue as is (at the current 1 per cent real GDP growth rate and the current negative 3 per cent primary balance), within fifteen years our debt-to-GDP ratio would be 150 per cent – a level that would threaten our entire economy. To even reduce the current ratio of debt to GDP down to below 50 per cent (currently 100 per cent) would require better economic growth and a primary surplus that was positive or better.15 Such would require a complete transformation of the economy. (Chart 1.30.)

         The UK is not alone in racking up debt; many social democracies are facing the same fate. Debt costs, in combination with 62high government expenditures, will lead, if we continue as we are, to financial collapse. 

         Chart 1.30: General Government Debt as a Percentage of GDP

         Advanced social democracies and hybrid economies 2023 (actual) versus 2038 (forecast)

         If the current trajectory of public debt persists over the next fifteen years, some countries, including the UK, are steadily heading in the direction of fiscal collapse.
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               Source: International Monetary Fund,16 moyniteam forecasts
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