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Brown must tell his Chancellor
to steer a different course

BROUN

elief is in
sight. The

Rmsmbem of
the anti-

Gordon Brown fun
club who hepan to
think they were
doomed rom here to
elermity to watch the
Chancellor present
Budgets 1o
Commons can take
heart: only one more to go. The
Chancellor has been a master at
snatehing from an unaware
midhdle ¢lass enough of its money
to permit him to distribute goodies
to groups he deems worthier, And
despite warnings from the likes of
me, the economy has nevertheless
parformed reasonably well in the
paast decade,

Yes, Margaret Thatcher had
rermeved many of the siruchral
abstacles 10 sustained non-
inflation growth. But it took
considerable courage on Brown's
part to resist the entreaties of his
backbenchers to scupper the Tron
Lady's gains by restoring the trade
unitt.;ns' ability to iu.liiii
productivity-illi practices
and inflation-producing wage
increases. He also had to face
down demands that he retain the
power to stimlate the economy by
selting uneconomically low
interest rates, rather than liberate
the Bank of England from most
(bt not all) of the pressurs (o
which it had been subjected by
vote-hungry chancellors.

5till, this departing Chancellor
hes presided over a Leftward policy
lureh, as & resulf of which his
legacy includes finmidable
problems that will haunt the poor
wretch who is selected Lo serve a5
ehiancellor under & Prime Minister
Brown. Taxes have heen raised
while Britain's international
competitors lower theirs; the
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national balanse sheet
hias been Enron-ed,
with r liahilities
stmply left off; an
increasingly
ﬁeﬂﬁlﬂﬂ Treasury
reats i

a8 potential mﬂmnh?&:h,
retroactive and often
{:M‘t}r tax increases

ave made business
and estale planning
difficult, and raised the cost of
capital; jr.gal plans to minimise
taxes have been treated as illegal
tax evasion. As e Feoromrist put it
recently, when it comes to taxation
and regulation, “Mr Brown has
hesn g nuisanca™,

And yet, and yet. Since Brown
took control of macroeconomic
policy, the economy has at
an average annual rate of 2.8 per
cent, above s posl-war trend rafe
of 25 per cent. Some 2.5 million
new jobs have been created, albeit
almost a third of them in the
puhlic sector, Consumer balance
sheets have been enriched by the
increased value of their homes,
The City is booming, so much so
that New York's hilliomaire mayor
treks to Lenidon for instruction
from Red Ken, All in all, even if
Brown's oritics are right, they are

reduced to crying “apocalypse
| later™ e

Whether they prove right will
depend very much on Brown's
fishure palicies, of which we shall
have al least a hint later this
micmth, when he produces the 11th
and final act in his long-running
show of budgetary mastery. At
least one sign is encouraging:
wage increases for public sector
employees will be kept below
{M—Bu-slightl}r—belmej the
projected inflation rate, and more
than trivially below the actual rate
at which prices ave rising

But betore raising your glasses

._

Irwin Stelz

i in salute, remember that the

D teat ottt by
i ey heyondd §
dreams of all save the miost
avaricious trade undon leaders, of
whom there are several, Brown
has loaded the cost of an
additional 700,000 highly
compensated worleers on to the
backs of taxpayers, and claimed an
increasing portion of the output of
the more ient private sector to

the hills.

y suspicion is thal the

Chancellor is well aware that the
i resultant increase in the quantity

and quality of the public services
has not kept pace with the
increase in expenditure. Hence
his decision to rein in wage
increases, But as with all Brown's
mves, much will depend on
implementation: whether
rankings will he manipulated to
obseure higher-than-inflation pay
rises; whether public sector
workers will be paid in even-

i richer pensions and benefits that
: will nol go
¢ of wage mereases.

into the computation

Mozl important, much will

! depend on whether the Chancellor

pushes forward with reforms that
will replace public-sector jobs for

r

{ life with performance-based tenure
| and competition.
i Much will also depend on how
| the Chancelior decides to confront
| the international competition he
| has identified as the greatest threat
| te Britain's future prosperity, Until
i nowy, his emphasis hesihx:len on
| ereating povernment i
to stirmulate this or that activity he
selects as crucial to British success
in globalised markets, rather than
releasing ndividoals from the
burdens of regulation and
taxation. Brown cannot have it
both ways, As the think-tanl
Civifas points out, & society in
{ which one in three households
| looks to the state for at least half its
| Income “create(s] beholden voters
rather than independent people”™
The Chancellor wants British
worleers and capitalists to become
Ay hard-working and
entreprensurial as the Americans
he s0 admires. But a dependency
cullure is & risk-averse culfure,
and pe::ﬁ"lfuwlm surrender 40 per
cent of their income when they
earn it, and another 17 per cent
when they spend it, are not likely

the 43p they are allowed to keep
from every pound they eam.

| Brown will, therefore, have to
e Mm egalita s
i lariarn

| mi s e o aiconelate v

| the Britain he inherited and going
| for growth. That growth agenda

| necessarily will involve replacing

[ redi.»;h'ihu!flm'[ht handummﬂn
greater relinnce on rewardi
individual efford, and reducinrglg the
share of national neome claimed
by his Government. He will have

inerenze in public-zector §
he will have to shrink ﬂle“rrgﬁe
size of the stale as he converts
society from a coddled to a
meritocratic one.

tos wall that extra mile in pursuit of

o do more than reduce the rate of

| That means turning round the |
ship of state he has been piloting
in ome direction fora decade =
and, like supertankers, ships of
i state can be redirected only slowdy:
| There will be reasons en fora,
in direction. Increasingly .
| fierce international competition
{ From lower-tax venues will n
| continue to sap the competitive o
| strength of British enterprizes, Thg
| demonstrated inability of central |,
i planners to manage the healtheari:
1 and education systems will cry ouf!
| for increasing patient and parent 0
i power, The squesking of the 1y
{ middle-class pips is a waning thaj,
| expropriating more of their hard-
i ey will stifle work and
| risk-taling, and increase Incentiveg
i for evaasion. Perhaps most
| important, Brown will have to
i decide if his priorities — starve the

[

| Armed Forces, freeze the budget o
| the ministry charged with Aghting
i erime and controfling i

¢ imumigration in order to feed the —

. i inefficient welfare state — are fit foF

| prrpese, “
i Gordon Brown is a man of

| formidable intellect. His head will
i fell him that much of the shove is
! true; s hesrt will urge him to

{ on and on with his tax-and- i
redistribution policies, and stick tg.

his priorities. is that th
intellect wil J:H nowiththe
force of ciroumstances o require
himn to follow his head, and o
exercize hiz Prime Minister's
position as First Lord of the
Treasury to make certain that his
succassor begins the policy
reversal that Brown will find so
difficult to justify in his heart.
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