


You have the right
to be taxed

Decree 1

All citizens have an inalienable right to be taxidbe a serf,
to be brainwashed by television and by schools,
to pay for the unearned benefits of others.

Decree 2

Decree 1 defines the full extent of your rightaastizen
unaffiliated with the elite political class.

Guidelines For Newly Appointed Politicians

The purpose of the state is to ruin the economy.
The state does this with a three-pronged attack.
From the poor, it takes away the will to work.
From those who work, it takes away the fruits @ittabour.
From the wealthy, it takes away the will to laumelsinesses.
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Direct democracy, representative democracy, benevol ent monarchy

If we compare the relative success of countries fkvitzerland, Singapore and the
UK, a pattern seems to emerge and that pattermtisavourable to representative
democracy.

Representative democracy as practised in the UKisée bring all the negatives of
the idea of democracy while bringing few of its bgts. The negatives include:

- Cost of organising elections

- Cost of maintaining the institutions of democracy

- Cost of maintaining the institutions of monarchy

- Cost and instability associated with frequent gowent change

- Government policies focused on the short term, nendhe long term

- Government policies focused on overspending, nenesaving

- The will of the people is routinely ignored andddgrcounts during elections.

Out of the three countries, the UK is the one pgeaforms the worst economically.

Switzerland, out of all the countries in the worid,possibly the one closest to a
system of direct democracy. At the other end ofdémocratic spectrum, Singapore
has elections but is effectively led by a benevioteanarch.

It could be said that the Swiss system is one tiffers a low-risk, low-reward
approach while the Singaporean system is one ti@tsoa high-risk, high-reward
approach.

The Swiss system is safer because the will of theple is unlikely to change
radically over a short period of time. For exammpaen people are given the freedom
to choose, they tend to prefer for their countrjpéopeaceful and avoid interventions
in the international scene.

On the other hand, the Singaporean system is moirgkaf a radical change because
it depends on a few key personalities. Though theeat leader is clearly benevolent,
long-termist and competent, no guarantee existduhare leaders will have the same
gualities.

Furthermore, the Swiss system is a low-reward sydiecause it suffers from the
usual defects of democracy as highlighted by tloteah Greek philosopher Plato and
others.

For example, the Scottish historian Alexander Tydlece said:A democracy [...] can
only exist until a majority of voters discover thhey can vote themselves largess out
of the public treasury.’



Singapore suffers from no such defect. Its govenminmas the power necessary to
keep the size of the state to a minimum level ardgrve an effective justice system.

Like so many European countries with unsustainapénding, Switzerland forces its
citizens to pay for the health care of others,ugtothe compulsory health ‘insurance’
system.

Singapore subsidises the health care costs ofabkegt and forces its citizens to save
some of their income, but it does not force thenpddicipate in a communist-style
healthcare system. Likewise, Hong Kong subsidisespitals but it does not force
citizens to participate in a communist-style healhe system.

Due to its democracy, Switzerland has expandeguldic sector beyond reasonable
limits. This is clear when looking at the percemrtarj the GDP that is spent by the
public sector of each country. The UK is sufferiegen more from this symptom,
with a ballooning state debt and state interventiogvery sector of the economy.

Government by council

In China and particularly Hong Kong we have a glighdifferent system of
government which seems more apt to protect indaliceconomic freedoms and
capitalism than representative democracy.

This system basically forgoes democracy and emmggsand ability requirements to
appoint a group of national leaders. With the absesf a democratic vote we avoid
the problem of a majority of people voting for treatves the resources of others.

This protects a country from the catastrophe ofvieffare state, but not completely
(see in Part lll: Welfare the article on the spre&docialism in Hong Kong).

With a group of leaders, we reduce the likelihobe single person capturing all the
power and acting as a tyrant. We also guaranteeptileence of appropriate
candidates for succession.

Democracy is flawed

Democracy is a fundamentally unstable system ofegoment. The ancient Greek
philosopher Plato once said that a democracy galeshe power to the poor.
Naturally, the poor use the power of governmentaike from the non-poor and
redistribute to them.

This makes democracy fundamentally unsustainabte warstable in the long run
because the non-poor lose their incentive to preduealth, knowing that this wealth
is to be taken away and given to undeserving pedjilerefore there is an incentive
in society for everyone to be idle.



This natural result is visible in Europe and anyrdoy that has high tax rates. These
countries have low rates of employment and earn@gnsequently they do not

produce or innovate as much as a true capital@eso When these countries invest
in research and development, they do it in resptm$lee desires of the government.
As a result, their research efforts do not focusvbat the free market wants or needs.

A practical example

To demonstrate how flawed democracy is, as pratiiseNestern countries, let us
now look at a practical example. Assume that sévends go to the bar every night.
One is rich while the six others barely scrape by.

One night, the group decides that it should belgreocratically. In this situation, it
is in the interest of the six poor people to ageetake away all of the possessions of
the seventh and redistribute these possessionsgtinemselves.

Should the seventh man defend himself, it woulddrmocratic to kill him. Right here
we have the basic flavdemocracy has absolutely no concern for morality othe
law. The fact that there are poor people and rich lgelopthe same society does not
make theft moral or legal.

How to fix democracy? We do this first by realisitigit some issues are not like the
others. In the example of the seven friends, s@sges could easily be resolved using
a democratic selection. For example, they coulddeéewhether to go to the beach or
to the park. If four of them vote for the park,nh@at is chosen. It is the decision that
makes the most people happy, so it's the bestamn@é group to take.

But as we have seen previously, if a decision carsceomeone's property, then it
cannot be resolved purely by a democratic vote aithviolating morality and the
law.

The solution here is to introduce a concept of pridpnal voting right whereby each
person who contributes to a fund has voting rigittgportional to the amount they
contributed.

Let's assume that the seven friends all contrilhugr personal wealth to a collective
treasury. Then the rich one has an overwhelmirg ggncerning the use of that fund,
while the six others have marginal rights becabeg tontributed so little.

The six friends cannot vote to redistribute the dfubecause the seventh one
effectively has a veto right. For the fund to bedisn any way, a majority must
appear which will necessarily include the seventntl.

From this discussion, we derive the three goldéssrthat a direct democracy should
follow in order to be more sustainable and to betspect individual freedom.



Three golden rules for a direct democracy

1) Proportional voting rights on budget issues

A democracy should resolve issues concerning teeotipublic funds by giving each
person voting rights proportional to the net amdinety contributed to public funds.
The net contribution is the amount of tax paidhe state minus benefits, subsidies
and wages received from the state

It follows that net recipients should not have aay in how public funds should be
used, and that the approval of wealthy contribugbrsuld be obtained whenever an
increase in public expenditure is proposed.

This is fair because the more a person contribtibesgreater the burden imposed on
him by the government. It is fair to give a greatdluence on budget issues to people
who account for a larger proportion of the statddmi. This is exactly the same as an
investor who gains an influence on the decisiona cbmpany by acquiring a large
stake in that company.

A left-winger could counter that if the governmeatiuces spending on welfare, the
people who suffer the most are welfare recipiehtswever, this is not a valid
justification for welfare recipients to have a say the amount of money spent on
welfare.

It is not their money that the government spendser@ is no responsibility or
obligation for society to provide a minimum stardiaf living to everyone. It is not
the fault of working people or the rich that someople are poor. That is why
working people and the rich have no obligationtfoe poor, beyond the compassion
that each individual may or may not have.

! For the purpose of practical implementation, itymell be that subsidies to companies and indirect
tax payments should be ignored in the assessmeatpsrson’s net contribution. But it would be
completely disingenuous to say that a country’saathorities cannot quickly perform an assessment
of a person’s net contribution. They already knowatly how much every person pays in income tax
and exactly how much every person receives in tgecial benefits.

Similarly, it would be disingenuous to say thatribéits have to be universal’ because the government
‘cannot assess the wealth of individuals’. Govemnigién the West already do a lot more busy work
than that. Another argument against ‘fixing demogtds that no matter the system of approval,
taxation would still be theft. While this is truge have to consider the possible alternatives ealise
that government is, in all likelihood, a necessary. If something is evil but we cannot eliminéteit

is logical to try and reduce it to the minimum. Tisatvhy people move from high-tax countries to low-
tax countries: not because they support tax, bease they want to reduce it to the minimum.

In addition, democracy does have virtues becausdsds into account the will of the people. For ynan
issues and decisions (for example decisions coimgerimternational diplomacy, immigration, the
army, or justice) the freedom of citizens is noetitened. In such cases, democracy is the onlggsoc
that takes into account the preferences of the Ipedmherefore, as long as individual freedom is
protected, it makes sense to defend democracy. Howé the only possible choice is between
oppressive democracy as prevails in Western camtor a benevolent oligarchy, then clearly the
latter should be preferred.



All new public investment projects should be subtecahis special referendum, using
Internet to remove the cost of referendum orgaiosalA modern society should not
be afraid of using modern tools.

Asking benefit recipients and public servants whetihe state should have a bigger
budget is like asking a six-year-old whether hisclu should consist of spinach or
chocolaté.

The six-year-old does not have a long-term viewjusé knows that chocolate tastes
better. He does not care that spinach containyitmins and nutrients needed for
developing muscles, organs and bones. He doesametltat chocolate contains only
fat and no nutrients or vitamins.

In democracies, benefit recipients and public sexs/are the only groups of people
that are allowed to vote themselves increasesconie. To do so, they only have to
vote for the left-wing party.

Because of this voting power, welfarist governmerggularly increase welfare

benefits and public-servant advantages. They yustis by saying that benefits and
advantages should not be eroded by inflation, batease in real terms as befits a
‘compassionate’ society.

Of course, welfarist governments do not presemdtioh as what it is: a phenomenon
created in large part by government. They presext & purely extrinsic phenomenon
created by mysterious forces, and they presenntie culprit — the central bank - as
the economy’s protection against inflation.

Private-sector workers cannot vote for the trangbérwealth from others to
themselves. At best, they can vote for a reducitiothe amount of money that is
stolen from them, and that too at the cost of aicedn in public services that they
may want to preserve.

In practice, private-sector workers cannot evere ot a reduction in theft, because
right-wing parties do not reduce state budgetshRigng parties only tinker with
budget allocation. For example, they may allocateenmoney to the armed forces
and less to public education. Total spending remanthanged or keeps growing.

? Likewise, asking a large group of people whethiee ‘tich’ should be taxed more in order to make
people ‘more equal’ is no different from asking smme whether he wants $100 or not. Unless one has
the insight required to understand that taxes dommainly strike the rictbut the poor, there is no
reason for anyone not to approve the proposal. &l gyoes for asking people whether they support
the action of the government to forcefully reduciegs, set minimum wages or protect the industry.
People are not Austrian economists; they only krabwout their short-term self-interest and the
‘propaganda economics’ that are fed to them bygthernment and TV.

On this web pagéhttp://econlog.econlib.org/archives/2005/07/hongqidkastati.htmla survey in Hong
Kong showed that 74.7% of the people support ‘@uthre rich more to reduce economic inequality’.
The prosperity of any country depends on low takes,common people in Hong Kong naturally
assume that prosperity does not depend on taadls @hey just do not know any better. If Hong Kong
ever becomes a democracy, it will join the Europgraup on the same path of economic despair.

Also see the article on How the EU uses nonsensigakys to justify international redistribution.
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The websitehttp://www.economicpolicyjournal.com/2013/05/shcebkryone-have-
right-to-vote.htmlhas some interesting insights on the subject efréstriction of
voting rights to net contributors:

<< If such a voting restriction had been in affe@0 year ago, it is difficult to see how the goveemt
could ever have grown to the size and cost thaiit has in society.

In turn, if there were any way to implement suchoge-restricting rule, it is equally hard to seavho
the current, gigantic interventionist-welfare stateuld long remain in existence. Government, no
doubt, would soon be cut down to a far more liméed less intrusive size.

Our dilemma, today, is that, to use John Stuartdvilhrase, we have a political system in which ynan

who have the right to vote, use it “to put theintis.into other people’s pockets for any purposekwhi
they think fit to call a public one.” >>

2) Equal universal rights on issues not relatetthédbudget

A democracy should resolve issues that do not ganttee use of public funds by
giving each person an equal vote on the issualltiws that people could vote on
many issues like environmental rules, labour rutgmscription, nuclear weapons
tests, immigration, international treaties, thetdezenalty or the justice system using
a normal system of direct democracy as practis&hiizerland.

All adults should vote on these issues becausevidlllbe affected equally. They
should also be able to launch new proposals. Theltref referendums should be
implemented immediately regardless of the opinibsetf-appointed wise men.

Obviously, a system of direct democracy will makistakes from time to time; for
example it may introduce a high minimum wage. Bsitsaon as the population
realises that the net effect is negative (less eympént, less production, higher
prices), a direct democracy will be able to getofidhe faulty proposal.

By contrast, a representative democracy would bekstith flawed proposalfor
decadesdue to the hubris of politicians who cannot acctatt they are wrong
sometimes. For a politician, cancelling a measaran admission of error. This is
why it rarely happens in representative democracies

3) Transfer of political power from the nation betcities

A democracy should resolve issues at a municipaégional level whenever this is
possible. The reason for this is that people |latée away should not have any say
on issues that do not concern them at all.

For example, if city A wants to have a harsh juessgstem, city B should not impose
its will on city A. As a result, every city compstevith all other cities for the best
policies. If city B is found to have better polisjethen city A has an incentive to
adopt the policies of city B.

Competition is the natural way to improve qualf@jty A may have a minimum wage
and high unemployment, while city B may have no imum wage and no
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unemployment. In this case, companies and peopleldwoaturally move to B,
forcing A to adopt the better policy, the one tiespects the freedom of individuals.

With a system of representative democracy, theeayoldile number three does not
exist because of politician ego.

When a politician supports an initiative on anyesssuch as healthcare, he deems his
proposal to be absolutely better than any othepgsal. Therefore, it must be
compulsory, not optional, and it must be implementadtionally without any
exception This allows the politician to concentrate powarlomself — a word from
him and every region and city must reform accordogis will.

In reality, initiative A may be most appropriate foty A at a certain time while city
B would be best served with initiative B, city Ctiinitiative C, and so on.

How to fix a representative democracy

In view of its flaws, | do not think that represainte democracy can be fixed. In such
a system, the electorate does not have an interpsticies that would be positive in
the long term and damaging in the short term.

Similarly, the elected representatives do not heventerest in taking positive long-
term decisions. They only have an interest in opmstic short-term decisions
designed to protect ‘their’ budget and their rezeten chances.

The elected representatives also do not have alyimrest in implementing the
measures they promised to the electorate, bechesgadb is guaranteed until the end
of the mandate, and their lavish pension packagbs@sguaranteed.

It is revealing to observe that most countries withsystem of representative
democracy fiercely hang on to their job-killing nmmum wages, while a minimum
wage does not exist in Switzerland, despite (omkbato) its system of direct
democracy. This example illustrates well the fhett representative democracies do
not work for the majority of the people, but foetltoudest minority groups.

Representative democracy is a system that routiigelgres the will of the people,
while at the same time encouraging overspendingraddtribution. Overspending
and over-taxation are the traditional defects akmlemocracy.

In essence, with a representative democracy wetlygetdisadvantages of true
democracy, but not the single advantage, whichhat the will of the people is
respected.

Nevertheless, it is likely that the following meessi would improve slightly the
performance of a representative democracy:
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Performance-based wages could be introduced for Mihisters and

Parliament members. For example, wages could bersely proportional to
the taxation income, the number of people employsd public-sector

organisations, the number of people looking foola, the rate of inflation of
food and energy products, the national debt anttlaget deficit. The salaries
and pensions of Ministers should be inversely lthke unemployment,

inflation, tax and debt during their governmentemnd future years.

Age requirements could be introduced for Presideamtd Ministers. For
example, a minimum of 60 years and a maximum of G@nsidering that
wisdom takes time to acquire, and that wisdom ihefutmost importance for
a position that gives a person enough power to tlwnlives of millions,

leaders should be selected among senior citizetlasexely.

Ability requirements may be introduced for Presideand Ministers. For
example, they could be required to have occupiegosition of Chief

Executive of a company with between 20 and 100 eya@s. Managing a
country efficiently can be compared to managingompany efficiently.

However, large companies tend to behave monopzistiand are not to be
taken as a model.

Constitutional limits on the power of governmentynb@ used. For example, a
constitution could mandate the use of gold in eead electronic form as the
official currency. It could mandate that each ygarlic spending must not
exceed 20% of the GDP, except in genuine wartime@ge A constitution
could mandate that the national debt must not ekc2@% of GDP.
Unfortunately, a constitution is useless if it iotnrespected by the
government. Because the US constitution is heldcamtempt by US
politicians, it is of no use whatsoever to thezeitis of this country.

A right to recall representatives, or short manslateup to one year, would
force ministers to better represent the will of geople. It is absurd to give
politicians mandates of four years or more. Suclmdates are a licence to
trample on the wishes of the people.

The use of online voting - not voting machines -uldoalmost completely
eliminate election costs. Bank cards can be usedetatify people. They are
already used to safely send money around the wiorldddition, based on the
fact that all voting data could be saved, the o$kelectoral fraud may be
reduced to zero. With paper systems, electoratifrealmost guaranteed.

We could introduce a rule saying that politiciamsmmot propose increases in
redistribution unless they individually give at $€25% of theirown income
to charities. With this rule, forced charity impdsen the people would come
to be associated with forced charity imposed ortip@ins. The rule would
test the sincerity of politicians claiming to hayeod intentions. Presumably,
the elected representatives would suddenly become mepresentative of
common workers.
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All politicians should be required to top up thedign-aid amount by paying a
percentage of their salary equal to the percerté@GDP spent on foreign aid.
Again, this rule is based on the idea that poétisi should not use public
funds to support causes and countries that theydwuat be willing to support

individually with their own money. The same prideiould be applied to

other allegedly compassionate initiatives.

We could also eliminate the salaries and pensibsasidents and Ministers.
This would ensure that candidates for these positeoe not seeking to enrich
themselves at the expense of others. It would eedie cost of government
and guarantee that only people with the abilithéocome and stay financially
independent can be part of the government.

Because these measures all go against the sekkshtef politicians, it goes without
saying that politicians will not willingly adopt ¢&m. For a country to introduce the
measures presented above, they have to be impasedydby the people onto the
government.

An important point to remember is that democracym$y harmful because of its
tendency to kill capitalism. Capitalism is more mn@ant than democracy because
capitalism is the prerequisite of prosperity, whikanocracy is not.

Therefore, if democracy is to remain, it must bienmaed so as to peacefully coexist
with capitalism and basic laws like ‘thou shall st¢al the property of others’.

Economic freedoms are more important than other fre edoms

There are many economic freedoms. They includefréeelom to own properties, the
freedom to use a sound currency like gold, thediveeto keep and use the fruits of
one’s own labour, the freedom to hire people atpmge agreed with the employee,
the freedom to work for any price agreed with thepkyer, the freedom to start a
business, the freedom to buy, sell, import and d@xjnings without hindrance from
the state, etc.

Economic freedoms are more important than freedieghe freedom of speech, the
freedom to criticise the government, the freedometifyion, the freedom of voting
for representatives, the freedom of owning gunsamy other social or political
freedom. The reason for this is the following.

When economic freedoms are absent or severelyelimitone of the other freedoms
mean anything. Humans naturally care for their gMaysical comfort and survival
before caring for any other issue.

If one cannot work for a living and own anythinget one cannot even see to one’s

physical comfort and survival. One cannot buy fotmtiging or transport. Thus,
economic freedoms are even superior to the freeafamovement.
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Conversely, when economic freedoms are grantedsemmus restrictions can be
imposed on the person. For example, with capitaé can own a place, practice a
religion in the comfort of one’s home, acquire @fice to own guns, buy transport,
become an expatriate or acquire political influence

This means that economic freedom is the prereguasiti enabler of most of the other
freedoms that an individual can enjoy.

As a result, some libertarians do not care abautithht to vote for a politician or the
right to print newspapers with views opposed to gogernment. Because welfare
states do not respe@conomicfreedoms, they can be described as oppressive,
regardless of the number sécondaryrights and freedoms that they grant to their
citizens.

In this writer’s opinion, individual property rightare more important than any other
rights because they are essential to the operatioa civilised society. It is no
coincidence that one of the first actions takemiass murderers like Hitler and Pol
Pot was the expropriation of large groups of peoflbis expropriation was
conducted by forcing people to move out of thedlestate property.

A government hell bent on the enslavement of itputetion usually begins by
revoking or severely curtailing individual properights. Effectively, this gives the
government carte blanche to take from any citizgrttang it may desire.

Meanwhile, an impoverished population is one teahuch easier to control. Once a
government has wiped out property rights, it isycaltiny step away from wielding
the unopposed power to Kill, torture, maim, rapgrison, coerce or enslave innocent
citizens.

Responsibility is multiplied, never diluted

Have you noticed how most people take great paimedpect the property of others?
And yet, when asked to select a government, magilperote for governments which
happily steal from citizens in order to fund thenilitary adventures, perverted
welfare policies, lavish pensions, unjustifiablengany subsidies, etc.

The core reason for this disconnect is the issugegibonsibility. When people act
individually of their own accord, they rightly feghat they are fully responsible for
their actions. But when people are given a chawocact as part of a group and
anonymously, all the noble moral principles seertytout of the window.

A group of hooligans or rioters may go on a rampagewever, when taken
individually, each participant may be respectabted avell-behaved. Likewise,
citizens who wouldn’'t hurt a fly suddenly turn ingtate-control advocates, when
given the chance to act collectively.
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Each participant consciously or unconsciously hadgarthe decision that they cannot
be held responsible for their behaviour becauder aifl, many other people have
done the same thing. The problem with this is tkaponsibility does not disappear
when it is shared by many people. Instead, it getstiplied by the number of
participants.

To see this, imagine a situation where your onijdaets taken away and murdered
by a group of seven people, all of whom activelstipgpated in the deed. Would you
say that each participant is seven times lessygindn he or she would have been if
they had acted alone? Of course not. If you ame tilost people, you would rightly
want to see each participant receive the maximumalpe and not just a fine of $100.

When decisions are taken collectively in a demogragach person bears the
responsibility for the consequences of these dmwisi Unfortunately, in a
representative democracy, citizens are usuallyresented with valid alternatives.

They then have the option to abstain or vote féesser evil. Oftentimes, it is the

greater evil that gets selected anyway, simply bssaof the phenomenon of

‘vanishing’ responsibility explained above. But while lesser evil is selected, there
is no consolation because a lesser evil is still And because voting for a lesser evil
amounts to giving credence to a morally-bankrugteay, some libertarians prefer to
abstain from voting.

Why is nearly everyone not libertarian?

In view of the continuing success of countries iffg a high level of personal
economic freedofhand considering the abject failure of all commteigperiments,
one may be led to wonder why the libertarian pointiew is not more popular. Most
European countries do not even have a libertargaty @mnd where a libertarian party
exists, it usually gets less than 5% of the popubde.

The reason for this is two-fold. Firstly, most pkopre unaware of economic facts
and theories. And secondly, there is an issuelbfrgerest. To illustrate the issue of
ignorance, let me talk about a discussion | havd wih a woman from the
Philippines. Trained as a lawyer, she has had teenw Singapore to find work.

One day, | mentioned to her that even people wha awportfolio of real-estate
properties can claim unemployment benefits in Feaad the UK. Dismissing my
meaning, she responded with the following:

<< Oh! I wish | would live in a country that pralds unemployment insurance >>.

Apparently, even someone who has been forced tenwm®ingapore, where the state
controls 17% of the GDP, would appreciate a moverémce, where the state controls
more than 50% of the GDP and unemployment is ardl0%d (versus 7% in the
Philippines). All for the sake of receiving an imee from the state during periods of
unemployment.

® Among others, Singapore, Hong Kong, Taiwan...

16



Basically, people see the state as a big box fulinoney. They don't really care
where the money comes frénThey assume that using the money in the box njn o
produce beneficial effects.

During periods of unemployment, the traditionalonts are personal savings and the
family. But lo and behold, a government offers dagsdor jobless people. Which
option is then the most attractive? Let us reviasheone of them:

1) Using personal savings requires to have savingstefbre, it is an option that
forces people to be responsible and limit theinggad of living.

2) Using help from the family requires to seek hetpnirfamily members. It can
be shameful and it can create difficulties for fdumily.

3) Receiving an income from the state is the eassbrm One does not need to
have savings or to make use of them, and one duieserd to seek help from
anyone. Instead, perfect strangers are forcedytdogpa/our upkeep.

Obviously, option number 3 is the best one if wasider the situation in a vacuum.
Even though it is not a moral thing to do, it isianal for people to seek to offload
their responsibilities onto others far away. Tgawhy the statist point of view is so
much more popular than the libertarian point ofwie

Nevertheless, it should be noted that when peomegaren a choice, they often
choose to move from a less-free country to a mae-tountry, rather than the
reverse. Usually, it is the high level of unemple&yr of less-free countries that
prompts people to move somewhere else for workpanehanent residence.

For example, let us compare the number of immigrantFrance and Switzerland in
2010, as a proportion of their population. Accogdito Eurostat, the number was
around 4 per 1,000 in France and slightly more 2@per 1,000 in Switzerland.

Because Switzerland is a freer country than FraSeetzerland attracts four times

more people, as a percentage of the populationoh¥erve this difference despite the
fact that it is easier for Europeans to move tonEeathan to Switzerland, because
France is part of the EU while Switzerland is not.

Historically, hard-core socialists have respondethé natural preference for freedom
by erecting walls and prohibiting emigration. Qugtirom Wikipedi&:

The Berlin Wall was a barrier constructed by therer Democratic Republic (East Germany) on 13
August 1961, that completely cut off West Berliorfr surrounding East Germany and from East
Berlin. The barrier included guard towers placeghgllarge concrete walls, which circumscribed a
wide area (later known as the "death strip") thuattained anti-vehicle trenches, "fakir beds" arfteot
defenses. The Eastern Bloc claimed that the wall avasted to protect its population from fascist
elements conspiring to prevent the "will of the jpled in building a socialist state in East Germany.

* See the article on Two-level spending socialisatio Part VIl to see how governments manage to
hide the cost of their policies.
® See from the Eurostat website:

http://epp.eurostat.ec.europa.eu/statistics_e)gn&index.php/Migration_and_migrant_population_stm#Migration_flowsand
http://epp.eurostat.ec.europa.eu/statistics_exgigimdex.php?title=File:lmmigrants,_2010_(1)_(per0d0_inhabitants).png&filetimestamp=2013
0204085114

® Seehttp://en.wikipedia.org/wiki/Berlin_Wall
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practice, the Wall served to prevent the massivigmtion and defectiothat marked Germany and
the communist Eastern Bloc during the post-World Waeriod.

Would a majority of people ever vote for a libertar  ian party in a
representative democracy?

Because people naturally give more importance tatvaappens to them in the short
term rather than what happens to them in the leng,tthey vote according to their
perception of the short-term effects of their vokeirthermore, most people are
unaware of the long-term consequences of governpwicies.

Therefore, people simply ignore long-term effecibe result is that people who
perceive that they are being helped by the staterally vote for the state to expand.
The expansion of the state provides a guaranteé¢hbdelp they receive will remain,
and possibly increase.

The political parties that support the expansiothefstate are easy to identify. They
are all of the non-libertarian parties, that iss@y almost all political parties in
Europe. The more promises a party makes, the maergports the expansion of the
state.

A man could vote for a small government only if lied a clear knowledge of the
long-term consequences of state expansion andrstietion.

If people had the chance to experience two versibiise future of their society, one
under an oppressive, wasteful nanny state (thexsting situation), and one under a
small freedom-loving government, | believe thatitheyes would open and they
would naturally choose the freedom-loving society.

They would suddenly realise that a welfare stageds poverty and suffering, while a
freedom-loving state produces prosperity, hope,odppities and living standards
that could not even be imagined by people livingmoppressive nanny state.

They would then be able to make the right choideeyTwould perhaps not do it for
their own sake, as the short-term effect of thengeamay well hurt them personally,
but they could do it for the sake of their childeefuture.

But because the governments and public sectoespoésentative democracies tend to
expand gradually, and because they do so in congerinearby countries, people do

not get a chance to directly observe the negafieets of this expansion. They have

no point of reference to assess the quality of tip@vernance.

Over the years people get used to the rules artérsgsthey are forced to live in.
They start to think that these rules and systens imel the best ones, simply because
they exist. Politicians encourage this line of kg because they stand to benefit
from it. When politicians talk about other counsgrighey do their best to avoid
mentioning countries with a significantly bettepeomic performance.
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When socialists talk about libertarianism, they stmes make the argument that a
libertarian society cannot be said to be any béii@n a non-libertarian one, because
people have different values and libertarians cadedine for non-libertarians what
constitutes a better society. Clearly, when thesakpof values, socialists refer to the
value of equality, which is paramount to them.

For many of them, supposedly, the idea of equdlitsnps everything else, including

concepts like prosperity, wealth, material comfbfé, expectancy, and technological
advancement. But look closer and a different tartierges. Give a socialist a choice
of moving to a relatively egalitarian country, lilkorth Korea, or to a relatively free

country, like South Korea.

Naturally, he will choose the free country becabseknows that it is in his best
interest. Utopian ideas simply cannot override faet that every human seeks
happiness for himself first. Principles and do@&srdo not matter one bit when self
interest is at stakpand the society that preserves our interestbeie as individuals,
is a libertarian society.

Of course, a left-winger may say ‘oh, but | woudglect North Korea not because it is
socialistic, but because it is a dictatorship’.'tlsinthe case, though, that a system of
pure socialism requires an authoritarian governfheimilarly, it is likely that a
system of pure capitalism requires an authoritagiarernment.

In this author’s opinion, the system of governmisritrelevant to the assessment of a
country. It is the end result that counts. If aistycis more capitalistf; then it reaps
the rewards. If it is socialistic, then it reaps totten fruits. But let us pretend for one
second that the system of government matters, hada dictatorship should be
avoided.

Which country would a young person choose betweemed8n, with its
unemployment rate of 8.4% in April 2013, and Switmed, with its unemployment
rate of 2.9% in June 2013? Sweden has almost imes as much unemployment. It
offers no hope and no future to young people. Torelusion is the same as earlier:
utopian ideas of egalitarianism fade away whenrooéd with reality.

It is important to notice that, in general, peogtenot choose to move to a country
specifically because they think that it offers méeedom. No - they move because
they think that the target country is more econathycsuccessful.

Most people do not understand the close link betwie=edom and prosperity. They
tend to assume that the wealth of nations is déteaby extrinsic factors or pure

’ Self interest is the main reason why restauraistsitlilte salt-laden foods, why eye doctors disitéb
harmful minus lenses to short-sighted people, ahg @ven libertarians may accept benefits and
subsidies from the state. It takes an uncommonuaiaf willpower for someone to act against his
own best interest. However, notice that self irgeig on the whole a force for good, because ddea
companies to satisfy the demands of consumers.

8 Note that capitalism cannot exist without the rafelaw. A society that practices indiscriminate
killing and expropriation cannot be said to be tajsitic in the slightest.
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luck®. This is what the government wants them to beliseethat it cannot ever be
blamed.

Sometimes, we hear about international rankingbapfpiness. These rankings are
meaningless. If we ask people to rate their haggima a scale from one to ten, the
result only reflects the psychological frame of chof respondents at the time when
they responded. It does not provide any informatierto whether people think that
their country is treating them well.

A more interesting approach would be to ask peti@dollowing question:
If you could magically move your home, your famégd your job to another country,
would you do it, or would you choose to remain @uicurrent country of residence?

Naturally, higher percentages of people desiringettve would be associated with
lower levels of happiness in the country of reswenThe percentage itself can be
seen as a misery ind@x International comparisons would be possible andli
likelihood the index would be lower in countrieghvinore economic freeddm

Sometimes, socialists criticise the libertariamgiple of voluntary exchange, saying
that voluntary exchanges do not always produceb#dst outcome. For example, on
the website http://web.inter.nl.net/users/Paul.Treanor/libeaiasihtml the author
describes the situation of two islands that surlayérading food.

Then a trader visits the first island and buysoélits food production in a voluntary
exchange, creating a shortage in the second idlaatdends up killing all of its
population. Therefore, apparently, libertarianismes not produce a good outcome.

First of all, there is an issue of responsibilitlyis not at all the responsibility of
people in the first island, or the trader, to malee that every one else in the world is
properly fed. Otherwise, it means that everyonalugays responsible for everything
that happens in the world, which is ridiculous.

Are Japanese people responsible for people whofdield in Europe? Are Africans
responsible for the fact that people in Englaneirex poor cancer treatment and then
die from cancer? Is the entire world responsible tfee fact that people die in
accidents, or in earthquakes, or from old age?

Of course not. People themselves are responsibleviiat happens to themselves.
When people die of hunger, or cold, or diseases itisually not because of the
criminal action of anyone, but because of our nérpmaly metabolism. It is nature
itself that kills us, and no-one else.

In the case of the two islands, it is not the resfaility of the trader to visit everyone
in the world in order to ask them whether they ageehis trade with the first island.

° That is the reason why, even in Hong Kong, mostpleesupport socialistic redistribution. See
footnotes in the article about Three golden rulesfdirect democracy.

19 Not to be confused with the misery index creatgdebonomist Arthur Okun. That index can be
found by adding the inflation rate to the unempleytrate.

1 See for example the comparison of immigration §aw France and Switzerland in the article on
Why is nearly everyone not libertarian?
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Instead, it is the responsibility of the peoplele# second island to look for a variety
of food supplies.

But if the trader’s action is in fact motivated the desire to depopulate the second
island, then the whole situation becomes a crimgze that a libertarian society
would deal with by asking a judge to do his work.

The article seems to blame libertarianism for thiags: first, that evil actions may be
conducted, and second, that poor outcomes mayds\aa. Concerning evil actions,
libertarians never make any claim that a libertagaciety would magically eliminate
evil.

Switching from a socialist society to a libertariane would not make good people
evil and it would not make evil people good. Be&aesil can exist under any system,
libertarians support the existence of a police doand justice system. Libertarians
consider that the ancestral laws that prohibit raurand theft are essential to the
preservation of freedom and economic development.

Concerning poor outcomes, one should realise tiatekample of the two islands
does not correspond to reality. The same freedorohaddlows the first island to sell
to the highest bidder and the trader to buy fromdhiosen supplier, also allows the
second island to trade with anyone it wants toetnadh.

Why make the assumption that in the whole worl@érehexists only a single food
supplier who suddenly decides not to trade withoae?

We should also realise that there is only one raditére to economic freedom. That
alternative is state control. By criticising theddom of trade, the author is implicitly
advocating a system whereby the state knows allrals all, and is responsible for
all transfers of resources.

The author probably envisions an all-powerful state, in its great wisdom, first
expropriates the residents of both islands, and thdistributes the resources so that
the second island gets all the food it needs. §hate state would then turn to the
trader and bluntly tell him to go away.

We can immediately see that a communist governmsenécessarily heavy-handed.
In order to redistribute resources, it must fiegtet them away; and people have no
choice but to put their trust in the governmentisdem. But these are only the most
apparent problems with communism.

The picture given by the reality of history is a &arker. Whenever a communist
government undertakes the task of forcefully alimgaresources, it completely fails,
creating endemic shortages and surpluses and ram@aaption.

The reality that we observe is that genuinely inegrkets do not ever lead to food
shortages, while government control frequently does. Withttin mind, we reach

12\When food becomes scarce in a free market, foodgrautomatically increase. The price increase
leads producers to increase their production. Thelglncrease then prevents a food shortage.
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the logical conclusion: it is not free trade thaeates food shortages in island
populations, but in fact the very socialism tha #uthor of the web page seems to
advocate!

It is not a blind faith in the superiority of thprocess’ of voluntary exchanges that
underpins libertarianism, but an awareness thdt tia procesandthe end result of
the process are desirable for people as individaradsfor society as a whole.

While communists believe that self-interest and ¢fo®d of society are mutually
exclusive, and that self-interest must be extirfygasby hook or by crook, libertarians
believe that self-interest and the good of socity mutually inclusive: a good
outcome for society as a whole cannot be achievdddowt acknowledging the
primacy of self-interest.

llliberal democracy as defined by Wikipedia

In this author’s opinion, the Wikipedia artitfeon ‘llliberal democracy’ is a good

illustration of the left-wing bias that is so présat today in the Western world. It also
illustrates the fact that on Wikipedia, criticalrtking is only to be found in the ‘talk’

page of each entry, where people can debate, and tiee main ‘article’ page, where
encyclopaedic information is supposed to be pralide

So in this article, we have the following pearlsna$dom:

<<in the west, electoral democracy and civil libextjef speech, religion, etc.) go hand in hanrd
and <<a classic example of an illiberal democracy isRepublic of Singapore>.

In other words, for this Wiki article, Europe isethparagon of freedom and
democracy, while Singapore is the epitome of amh eyipressive democracy. The
article defines a pseudo democracy as a countryemilections take place but civil
liberties are repressed.

Clearly then, the author of the article does natsiaer that private property is an
important civil liberty. Otherwise, it would notteithe West as the main example of a
liberal democracy. It probably considers that tightrto criticise the government is
the be-all and end-all of human freedom.

In my opinion, a pseudo democracy can be more at@lyrdefined as a country, state
or city that pretends to be genuinely democratid, ib fact routinely ignores the
actual will of the people. Therefore, it is notraet democracy.

| would also define an illiberal democracy as artoy state or city where the elected
government uses its mandate to reduce individuaédioms using taxation and
legislation. Therefore, though it may be democratis not a free, liberal society.

13 Seehttp://en.wikipedia.org/wiki/llliberal_democracy
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The Wiki article is blatantly wrong, because itwgeWestern states as paragons of
democracy, which they are not.

First of all, governments in representative demgesacannot accurately reflect the
will of the people, even when they are elected \aithextremely high percentage of
the votes. This is because people are not conswlied the elected government takes
action. Just because someone has voted in favaupafty, does not mean that they
then approve of everything that the party doesndpits mandate.

Secondly, political parties in Western states ofteme into power with very low
support percentages, when you take into accounpl@esho do not vote. When a
party governs a country with support from only 36%:35% of the people, how can
this be said to be democratic?

Genuine democracy is when 70% or 80% of the peagtee on how to resolve a
particular issue, not when 30% of the people atpeslect a party that will overtax
the remaining 70%!

Thirdly, when prominent Western states tax theiizens for half of all that they
receive or more, how could they be seen as bebegdi? How does taxing people
more and more increase their individual freedom?

It is therefore absurd to categorise Singaporenasxample of illiberal democracy.
Unlike the US and EU, Singapore does not claimdalparagon of democracy. In
addition, because of its low taxes and low govemtnegpenditures, Singapore offers
more individual freedom to its citizens than EUeasa

By contrast, EU states perfectly fit both the diéfams for pseudo democracy and
illiberal democracy.
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Part Il Minimum Wage

The absurdity of minimum wages

The minimum wage is, supposedly, a well-intendediative. However, good
intentions applied to economic policy usually ceeaisery for the people.

The idea of a minimum wage comes from the idea t¥iag wage, a wage that
would allow a man to sustain himself and his famllige problem with this concept is
that not every worker needs a living wagendnot every company can afford to
pay a living wage

As a practical example, let me talk about a friefanine. Married to a doctor, she
was unemployed in the UK. She offered to do cookatg for me for £10. The work
could take up to three hours.

She did not need a living wage because her huslas@lready providing everything
for her. She did not even need a wage for her avusing or food. Yet she wanted to
feel more useful, to do good, and to make somelsgehappy.

How can the government, or anyone, come into timd kf set-up and say ‘Hold it!
you, lady, are not allowed to work for so little n&y; and you, sir, are not allowed to
employ someone for so little money’. | could ndfoad to pay more, so if the price
was to be higher, then there would be no job. lseh@aw compare two situations, one
without a minimum wage and one with a minimum wage.

Employment market without a Minimum Wage

Low-Experience Worker Seeks Job + Low-Resource ByeplSeeks Worker

Their meeting results in: .
The worker gets to work and gajrl work experie.‘f“i’j
The employer gets his work do.“.if’\
Investors find projects to invest ““’ i
Low unemployment rate in soci}ef;‘l’
High production levels in gqciei‘"
Low price levels in societf""

Left-wing governments get rejectff‘
The list of countries without a minimum wage inasdsermany, Sweden, Singapore
and Switzerland. In 2011, Singapore had an unemmoy rate of 2% while

Switzerland had a rate of 3.1%. Germany had aafaéeound 7% while Sweden had
7.5%. Note that a country can still be riddled withemployment simply because of
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the other policies of its government. Even thoughr@any and Sweden are pretty bad
places for finding a job, their job market is bettean that of countries like France or
Spain. The most logical explanation for this diéfiece is the minimum wage.

Employment market with a Minimum Wage

Low-Experience Worker Seeks Job + Low-Resource BygplSeeks Worker
+ Bureaucrat Says That Low-Wage Work Is lllegal

Results in: .
The worker cannot find employment at all, he gaiosagperiencfi""
The employer must waste time doing small jgl?s hify >
Investors find no profitable projec}g to inves <
High unemployment rate in socie."f‘ .
Students encouraged to stay in school & get inbt ttepay for g@ucaticf"_“"
Society forced to make large welfare payments h)dnjss peophf‘"
Society forced to levy high taxe‘s‘to pay for we
Low production levels in spc\:ie'_j‘""
High price levels in societf“"

Left-wing government gets elected, then re-eledtesh re-re-elected. =

In January 2012, Spain had a minimum wage of 748 per month while Greece had
a minimum wage of 876 euro per month. At that tite, unemployment rate was
23.6% in Spain and 21% in Greece.

A few countries, including the Netherlands, havagh level of employment despite
a high minimum wage. That is because the job matkets not depend only on the
minimum wage but also on a lot of other factorsertyn these countries, the job
market would perform a lot better without a minimuvage. The fact that the job
market is affected by many things is not an exdosignore the overall depressing
effect of the minimum wage.

The presence of a national minimum wage, no matseftevel, reflects the utter
contempt of the government and government supoitediow-wage work. But even
low-wage employment should be valued and cherished.

Firstly, any work that responds to a market demianaseful to society. Secondly, a
man may draw satisfaction and pride from the goakwhe does. Thirdly, the

experience acquired while working on a startertpmsifor a low pay may eventually

lead to a better job.
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Lastly, a socialist government can always providgpfi to the people that are
considered to be receiving an insufficient wagewduld be entirely wrong for the
government to do so, because any help from a gmarhinvariably originates from
the theft of innocent citizens.

But it would be greatly preferable to have the goweent help workers than to have
the government deny people employment and then k#tepdependent people on
100% welfare support as a result of the minimumevag

Spain or how not to turn around a bankrupt country

When the conservatives took power in late 2011 t\@pain needed the most was not
to cut its debt, cut its budget deficit, or cutptsblic services. What it needed the most
was to put people back to work.

There was an easy way to do this: the removal ®mntimimum wage. That was the
single most important thing Spain could have ddineias so important that it should
have been the very first promise in the manife$tthe conservatives. Once elected,
they would then have had a clear mandate to abtishminimum wage without
contestation from the left.

Instead, the Spanish government left labour reguiatroughly unchanged and it
slightly reduced its spending. As a result, theady very high unemployment rate
kept on increasing and so did the anger of thelpeop

Centre-right conservatives have a magical beliaf thhen you cut back the public

sector, somehow the private sector will expand tyegual measure. Well, it cannot
do that unless you remove the shackles on thetprasector. The number-one shackle
is the minimum wage. In second place, we have &l tegulations that grant

employer-paid benefits and make it difficult tordiss employees. In third place, we
have tax.

The abolition of the minimum wage should have begickly followed by a
unilateral default on 100% of the national debt andhrrage of measures to remove
all employment regulations. Defaulting on the debuld have removed the need to
service the debt. Furthermore, a default would Haveed the country to live within
its means, while allowing it to reduce the burdétes.

Exactly the same observations could be made icdke of Greece, and in fact, all of
the semi-bankrupt, semi-communist European nations.

The minimum wage is a good example of how sociapsiicies increase
unemployment. The more a country introduces satighlans, regulations and

4 For example, vouchers redeemable for highly riatrit foods like porridge oats, whole grain rice,
fruit and vegetables. The least a government shimlid to make sure that the benefits it provides ar
not being used to acquire alcohol, tobacco or dangedrugs.
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initiatives, the higher the unemployment rate aoda lesser extent, the higher the
inflation rate.

Therefore, one only has to look at a country’s ypsleyment rate in order to have a
rough idea of how socialistic a country is. The ensocialist initiatives there are, the
more economic mismanagement we find.

The love affair of French TV channels with socialis m

Socialist brainwashing is thorough and relentlessnany European countries. For
example, it is impossible to watch TV in Francehwiit getting exposed to (and
sullied by) socialist propaganda. There are sixnmiaf channels in France. It is no
surprise that the public TV channels are staungpauers of algovernment-knows-

better-than-younitiatives.

What is perhaps more surprising is that all of Erench private-sector channels also
find excuses for the government. For example, dviay 2013, the private channel
M6 aired Capital, a news programme focusing on esocs. One of the topics was
the cost of production of meat products.

The programme denounced the low-cost productiomext in Germany. The lack of
a minimum wage in that country was presented aalaolical initiative used by evil
producers to hurt workers and consurfierdhe evil producers were said to be
<<imposing>> low wages of 4.5 euros per hour on German andd®@an workers.

Clearly, in the eyes of the journalist, the propkrce of these workers was sitting at
home in a government-funded house and survivingaogovernment-provided
income. All through the broadcast, it was suggesitadl only high-grade, expensive
meat products should be produced. The obvious kespoonclusion: we need more,
much more state to protect us. Truly, freedom tedhan France.

Let us quickly review some of the topics of the 8pews programme of private-
sector channel TF1 dated 19 July 2013. Firstly, jilh@nalist tells us that the
European Commission has decided to abolish theckrexport subsidies for chicken
in 2015. We hear from the mouth of producers hosersial the subsidies are. We are
told by the journalist that the industry employ®ubkands of people and that the
subsidies are there to guarantee the competitisesfegrench producels

The next topic examines the bankruptcy of the U$ @i Detroit. We are told how
Detroit is being ¢hoked by its creditorsWe are told that Detroit has had to cut the
number of police officers and firemen by up to 30Me are told that the pension of
public servants is being threatened.

15 Never mind the fact that workers are free to lemkother jobs, while consumers are free to loak fo
other products. Presumably, the fondness of setsdior heavy-handed coercive action blinds them to
the fact that most economic relationships are walynrelationships. As a general rule, voluntary
relationships are beneficial to their participaftiey are win-win deals) and they are also bersdftoi
society as a whole.

16 See the article on The consequences of statedsethsd companies in Part IV Corporate Welfare.
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The following topics include a news item about Bedgian royal family, a news item
about the British royal family, and a news item atba French Olympics champion.
Regardless of its private ownership, TF1 is a stdlveupporter of socialism and
statism. One day at a time, it works towards themlete indoctrination of French
citizens into loyal national socialist fanatics.

The real fuel of an economy

Since the oil crises of the 1970s, it has been estgd that the long-term GDP of a
country depends on energy prices. While energyespricertainly do impact an

economy, | believe it is misguided to suggest thkis the real fuel of an economy.
Low wages are the real fuel of economies. Low-eostkers are the backbone of a
dynamic economy that can grow sustainably and adpsexternal shocks like

increases in global energy prices.

Why are low wages so important? Because they arerly type of wages that most
SMEs (small and medium-size enterprises) can affekEs account for most jobs in
all economies. Therefore, a working economy is@mnemy that relies on low wages.

Minimum wages are a slow poison for any economyth\Wigh minimum wages and
strict regulations concerning hiring and firing, new company creation can take
place. Only large businesses can easily afford glges for basic jobs, with the
result that national competitiveness, productiomgonemic dynamism, and
employment all decrease over time.

Because minimum wages are a slow poison that itkéd| effect over the course of
decades, myopic short-term studies may demondtinatepposite — that minimum
wages somehow increase employment. This is akpoitating at a formerly capitalist
economy that switched to communism six months exarknd saying: ‘look how
efficient and fully functional communism can be!’.

Because low wages are so important to an econoawgrgments should not blindly
focus on increasing wages. For people to prospagew do not need to increase —
only their purchasing power. What good is a wagaease of 2%, when prices
increase by 5% on average.

Nevertheless, government officials keep propagatiegidea that higher wages are a
desirable thing. For instance see the followingtestent’ from the European
Commission website (September 2012):

<< Despite its good performance, Germany canndt oesits laurels and needs to address the
challenges of an ageing population, potential skitirtages and readjusting for imbalances in the eu
areaby creating the conditions for wages to grow in lie with productivity . >>

17http://europa.eu/rapid/pressReIeasesAction.do’Emd:er:MEX/12/0924&format:HTM L&aged=0&language=E
N&guiLanguage=en
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Within the vague language that is so typical ofitmihns, lies the following core
messagewe want Germany to increase its wages

The paradox of high productivity, high unemployment

In European countries ridden with high unemploymiéat France or Belgium, from
time to time, we can hear a politician or the meudbast about the country’s high
productivity, as if this was a redeeming grace.

However, high productivity in a country with higimemployment is not a paradox at
all, but a logical consequence. Productivity faw@ker is the quantity produced in a
given amount of time. When companies are forcedcub jobs because of the
unfavourable conditions created by the governminagty do not choose to dismiss
their most-productive employees. They dismiss tleaist-productive employees.

The natural consequence is that whenever a cohasya high unemployment rate,
the people who are unemployed are the least prvguend the people who are
employed are the most productive. This situatieatas the illusion that a country is
very productive, when in fact it is only the sulpgp of the most productive
employees that can be said to be very productive.

The high cost of labour also encourages companigslace their employees with
machines and robots to the greatest extent posdgain, the result is a higher
productivity among those who are still employed. dhig those who remain
unemployed for a long time, productivity plummeésause of skill loss.

Should governments even boast about the produyctdfithe people? No, because
productivity is only a matter of concern for compemn Whether employees are
productive or not should be of no concern to theegoment at all.

A high productivity is not something that a goveemncan rightly take credit for,
because it is not within the power of the governintermake people work harder or
slower. The government can only deter people fromrkimg, using highly
progressive taxation. It can decrease the totalymion but not affect productivity.

The consequences of high unemployment

The following effects can be observed in regionsigh unemployment (i.e. most
European regions):

Young people feel pressured to spend long yeadyisty, thereby reducing
the country’s production. This effect is not comgmied by a higher
productivity of graduates when they finally come ofithe education system,
because most of what is taught in the educatiotesyblas no relevance to the
later work life.
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Since they have access to a vast pool of joblessi@ecompanies get to make
absurd demands concerning the skills, experienck qaalifactions of any
prospective employee. Holders of Masters and Phidsug in low-pay, low-
responsibility jobs like Data Entry Assistant.

For any employer with a sadistic streak, a highrypleyment market is a
boon. They can freely humiliate male employees evtileating female
employees like semi-prostitutes. For the employeemake any complaint
would mean an immediate return to the jobless patitout any reference
from the previous employer. For the employer, ampleyee that resigns can
be replaced easily. Far from helping the ‘littleyguabour rules actually
create a hostile job market that concentrates pawéine hands of a small
number of large companies.

The lack of competition between companies resnltsw wages for most jobs
and no incentive for companies to increase wagesalse minimum wages
reduce employment, they also reduce the level ohpatition between

companies. Thus, minimum wages reduce the levetages for everyone,
except the few low-pay employees who directly beeéffrom the minimum

wage.

The high level of unemployment directly resultsaitow level of production,
which in turn results in high prices for all prodiic

Inversely, the following effects can be observedregions of high employment.
These regions includ&small low-tax states like Monaco, Gibraltar, Andgrthe Isle
of Man and Switzerland; as well as many Asian teties and states like Singapore,
Malaysia, Macao, Hong Kong, Taiwan, South Koreatiam and Thailand.

Young people are less likely to waste years ofrtliiel on theoretical studies
of marginal benefit to society and themselves.

Companies are forced to limit their demands in teaiskills, experience and
gualifications to the bare minimum for each jobprder to attract candidates.

Employers must treat their employees well, in ortderetain them. Far from

creating a cruel, dog-eat-dog environment, the radesef unfair rules against
employers produces a plentiful job market wheregofeoan reasonably expect
to find a job after leaving one that they do nkeli

The intense competition between companies forcestto pay employees
wages that correspond to the value they producey Tiave every incentive to
increase wages in order to retain valuable empkyee

18 Unemployment rates: Monaco 0% in 2012, Gibraléari8 2012, Andorra 2.9% in 2012, Isle of Man
2.6% in 2013, Switzerland 3.4% in 2013, Singapaf®dlin 2012, Malaysia 3.3% in 2013, Macao
1.9% in 2013, Hong Kong 3.4% in 2013, Taiwan 4.1i6%8013, South Korea 3.5% in 2013, Vietnam
2% in 2012, Thailand 0.5% in 2012. Simply from loakat unemployment in these countries, it seems
obvious that any country with an unemployment cdtemore than 5% must be actively contributing to
joblessness through its oppressive taxation andaggn.
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The high level of employment directly results irhigh level of production,
which in turn results in low prices for all prodsict

How the EU misrepresents the effect of the minimum wage on
employment

On 12 April 2013, the European Commission publistzd articlé® about the
economic crisis in Europe. The article includedftiiowing graph.

The article also included the following pearls a$dom:

<<Evidence from the crisis shows positive rather tmamgative impact of minimum wages on
employment - even in a severe economic downturthiashart illustrates>

<<People are only willing to work from a certain leeé pay. Without minimum wages, there is a risk
of more people relying on social benefits rathantbontributing with their labour to the econdfiy>

According to the article, the higher the minimumgea the higher the rate of
employment of low-skilled people. But any seriousormomist knows that

unemployment increases (employment decreases) thkeminimum wage increases.
This is because wages are the cost of labour. ighehthe cost of labour, the lower
the demand for labour. Let us now focus on the gpaontradiction.

19 Seehttp://leuropa.eulrapid/press-release SPEECH-13-30%@nen

2 Here, we have an admission that social benefifSuirope are so generous that people may decide
not to work simply for the sake of obtaining saiehbfits. In typical left-wing fashion, we start by
describing a problem created by the interventiothefstate in the economy in order to justify aarev
more extensive intervention of the state into ttenemy.
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Firstly, the article ignores one of the most impattstatistical facts: that an observed
correlation does not imply a causation, and thatetation does not give the direction
of a causation relationship even when such a oglisttip exists.

For example, if a study finds that smokers oftemehparents who smoke, it could
incorrectly conclude that smoking is due to gersetin reality, it is more likely to be
due to the fact that children adopt the behavithasthey observe from their parents.

A study could likewise blame myopia on genetics mwheyopia is more likely to be
caused by near work during childhood (see the laribm How the state fails to
intervene in those rare occasions where it should).

A study could find a ‘strong link’ between salesiad cream and deaths by drowning
and conclude that one causes the other. The tas®mefor the correlation being that
when the weather is hot, people eat more ice creaim more and unfortunately die
by drowning more often.

The article also ignores the fact that the rateaofelation is very low — the points are
distributed in a cloud shape and not at all inghape of a line. In fact, the rate of
unemployment cannot be predicted by a country’smum wage only.

Employment levels are affected by many factors,nti@mum wage being just one
factor among others. The other factors include itbgulatory burden on small
companies, the level of tax on companies and iddads, the availability of skills
among employees, the attractiveness of the coutatryoreign investment, the
presence of self-inflicted trade barriers, the amoaf state intervention in the
economy, and so on.

However, the fact remains that simply by having mimum wage, all countries
increase their unemployment rate. The level of éase is probably above two
percentage points for most countries.

In the above graph, the European Commission has-pigked countries that all have
high minimum wages and low employment rates, themeventing a comparison
with countries that have no minimum wage at ake liSingapore, Switzerland,
Germany and Sweden.

In all but two of the countries of the sample, #graployment rate of low-skilled
people is below 55%. This means that in all but tefo the countries, the
unemployment rate among these peoplakeve 45% One can hardly call this a
desirable situation, regardless of the level ofrtii@mum wage.

Considering that unemployment is almost inexistan®ingapore, the graph should
actually be used to encourage governments to rerti@ie minimum wage, not to
increase it!

The article mentions that ‘employers may be detklne high wages’ but it does not
explain why the graph seems to indicate the oppesiin essence the commission
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pays lip service to economic theory. Surely, outhef two hypotheses, only one can
be true. Either minimum wages lower employmenglse they increase it.

The two cannot be true at the same time and trenmeoireason to believe that
minimum wages result in more employment at cer@aels and less employment at
some other unspecified levels.

If high minimum wages are so good, why aren’t wgn#icantly increasing them in
order to get even more employment out of them?

According to the graph, low minimum wages contrébi® unemployment among
young people. So why are we even allowing some &lhties to have significantly
lower minimum wages? These poor benighted counteesl to see the light too.

The article does not ponder these questions bedsusethor knows that the purpose
is merely propaganda, not genuine education.

Let us review some of the pearls of wisdom fromahele.
One might call them EU-nomics:

<< We will not be better off if we all suddenly reduer wages at the same time. Rather, there seems
to be a case for reflation of wages and prices dontries with strong performance and strong
surpluses>>

<< Governments have tools to influence wage levelsekample through statutory minimum wages,
by laws on regular indexation of wages to prices,bg extending the outcomes of collective
agreements throughout a sector or through the wdadaomy >>

<< Minimum wages have an important role in preventieflation>>?!

<< They essentially aim to ensure that all workerstmana certain minimum decent amount of goods
and services>*

<< Evidence from the crisis shows positive rather tim@gative impact of minimum wages on
employment>> << Higher minimum wages have been in fact associatéd higher levels of
employment of low-skilled people> <<Minimum wages can help reduce the gender paygap

The headline of the article is <gurope's social crisis: Is there a way out? But
when one realises how stubbornly counter-produdinee EU’s policy and attitude
are, one can safely conclude that no, in fact tteen® way out for Europe. The EU is
much more interested in proving that it is righgdenst all evidence to the contrary)
than in creating conditions for companies to hire.

2L For more information on deflation, see the artiatn The deflation-spiral boogeyman and Hong
Kong's deflationary death spiral of doom.

% This is patently false because the amount of goadscan buy depends on prices and not just on the
nominal wage. See the article on The absurdityiofmum wages.
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Part Ill Welfare

B

Church socialism

Considering the historical association of communigith atheism, it may come as a
surprise to see Christian leaders fervently adwoeartialist initiatives. Yet, this is
exactly what we obserfe Often, when a European Church leader speaksabytie
advocates the intervention of the state to resohaginary problems.

The Archbishop of Canterbury Rowan Williams clealpports forced redistribution.
He once said that 'a tax of 0.05% [should be] #we share, bond, and currency
transactions and their derivatives'.

Meanwhile, the Catholic Church considers that tleerelasing rates of fecundity
represent a catastrophe in the Western World.dtchded on governments to provide
substantial subventions to families.

With this position, the Church shows that it hasaiitely no faith in mankind, in the
freedom of individuals and their ability to do thght thing. For if the fecundity rate
decreases, it is because people choose not ton@eechildren at this time.

It does not mean that mankind is going to shrinkt disappear. It only means that
families consider that their own situation and #m/ironment they live in are not
appropriate for having a big family. Introducingbsidies would not improve the
environment but further deteriorate it, by undelimgmormal economic incentives.

In essence, the Church wants the state to distribubes for people to make the
children that they do not want to have. Fundambntilis immoral because children
may then be born out of a desire for money andaoause of love.

When charitable organisations call on the governni@nfunding, the state is only
too happy to oblige. There are two reasons for firstly, the government obtains a
moral approval (moral backing, or credential) whitlthen uses to prove to people
that its action is benevolent, beneficial and neags Secondly, the government gains
a new justification to expand the public sector amciease taxes, allowing it to
concentrate even more power onto itself.

However, a charity that uses funding from the statmnot be said to be
compassionate, simply because it relies on coeraiwh the theft of citizens to
perform its, allegedly, good actions. There is mahcharitable or compassionate
about using stolen money for apparently good pwpo®nly voluntary donations for
a good purpose can be said to be truly charitaidecampassionate.

% A good read on this subject can be found at theviing address:
http://www.sodahead.com/united-states/socialismeiseompassionate/question-3528369/
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There is much support towards libertarianism in Bible. See for example the
following quotes. Particularly relevant words arghtighted:

Proverbs: 6:6 << Go to the ant, thou sluggard; iclensher ways, and be wise: which
having no guide, overseer, or ruler, provideth meat in the summer, and gathereth
her food in the harvest. >>

1 Thessalonians 4:10 << [...] we beseech you, bretlire] that ye study to be quiet,

and to do your own business, and to work with yown hands, as we commanded
you; That ye may walk honestly toward them thatvaitbout, and that ye may have
lack of nothing. >>

2 Thessalonians 3:10 << [...] when we were with ythis we commanded you, that
if any would not work, neither should he eat. >>

Ephesians 4:28 << Let him that stole steal no mawerather let him labour, working
with his hands the thing which is good, that he raye to give to him that needeth.
>> Also Exodus 20:15: << Thou shalt not steal. >>

Deuteronomy 15:7 << If there be among you a poan fna] Thou shalt surely give
him, and thine heart shall not be grieved when thieast unto him: because for this
thing the LORD thy God shall bless thee in all Wingrks, and in all that thou puttest
thine hand unto. >3

2 Corinthians 9:6 << He which soweth sparingly kin@ap also sparingly; and he
which soweth bountifully shall reap also bount§ulEvery man according as he
purposeth in his heart, so let him give; not gradty, or of necessity: for God loveth
a cheerful giver. >>

Galatians 5:1 << Stand fast in the liberty wherbv@hrist hath made us free, and be
not entangled again with the yoke of bondage. >>

1 Samuel 8:11 << This will be the manner of thegkihat shall reign over you: [...]
He will take your fields, and your vineyards, anouy oliveyards, even the best of
them, and give them to his servants. And he wiketthe tenth of your seed, and of
your vineyards, and give to his officers, and te &ervants. And he will take your
menservants, and your maidservants, and your gmsidlioung men, and your asses,
and put them to his work. He will take the tenthyolir sheep: and ye shall be his
servants. And ye shall cry out in that day becafsgour king which ye shall have
chosen you; and the LORD will not hear you in tihay. >>

James 1:25 << Whoso looketh into the perfect lawbefrty, and continueth therein,
he being not a forgetful hearer, but a doer ofwthek, this man shall be blessed in his
deed. >>

% This quote | selected to show that the Bible oulyepts voluntary donations. The Bible never tells
people to << provide to the poor, willingly or natyd let the state do it if people will not >>.
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James 3:14 << If ye have bitter envying and stinfgour hearts [...] This [...] is
earthly, sensual, devilish. For where envying atrdesis, there is confusion and
every evil work. >>

Notice how the Bible urges people to be charitathlat is to say, it urges people to
willingly give support to people thttey perceive as poor. It does not urge people to
be socialistic. It does not call for the creatidnaotyrannical system whereby all
workers are forced to provide universal benefikg Ipensions, free health care and
free education to wealthy and middle-class people.

The Bible does not call on people to give to otharsrder to << reduce economic
inequalities >>. The Bible does not care abouturadities; it only cares about poverty
and suffering. It cares about personal choices. Bibke goes so far as to say that
people who could work but decide not to, shouldreotive any help.

The message of the Bible is first and foremost pleaiple should be self-sufficient to
the greatest extent possible. People should sakiegdthe summer so that when
winter comes, they have something to eat and tbeyotineed to rely on extortion.

The purpose of money is not to massage one’s egiotobguarantee one’s self
sufficiency and to perform good deeds voluntarldoney should not be recklessly
distributed during one’s work years, but savednticgation of one’s needs in later
life.

But if the state is there to guarantee the lifestyl people, why should people be
thrifty? Why should people even work at all? Theiam of the Bible is a world where
everyone works, not a world where the state takes of everyone. It is a world of
inequality that we accept, because rebelling agdairier the sake of envy would be
immoral and would only make things worse.

Unlike socialists, the Bible does not give a morigetitought to the false idea that

<< if we do not have a welfare system, then peepé going to be selfish, cruel,
heartless, merciless; they will prefer to watch rppeople die in horrible conditions
rather than give them a fraction of their wealth >>

The Bible rightly puts the value of personal freedabove the delusions of socialists
who think that an all-powerful state can elimingiverty and suffering from the
world.

Child benefits

Britain is a clear example of the catastrophe #radues when the policy of state
support for fecundity is given free reign. The pyplof giving handouts to families for
every child they have and the policy of providingvgrnment-owned houses to all
single mothers have resulted in an explosion ofjleiparent families, where the
mother raises her children alone.
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In 2010, nearly 25% of children in the UK lived single-parent famili€s. And in
late 2012, a OECD stuéyshowed that one in three children in the UK liveai
single-parent family. When the state provides thefiais not needed nor wanted.

The children then grow in a father-less environmantenvironment of poverty, state
dependency and moral vacuity. Simply by not hawangusband, the mothers have
failed to give their children a good moral basikeTack of a responsible attitude
towards money and work then continues the moralityac

This is even worse if the children were unwantedbégin with or if the mother
needed the money because of an addiction to dsmgsking or alcohol. In 2002, a
study conducted by the UK Youth Justice Board slibthat 70% of young offenders
come from single-parent families.

The destruction of families is only the most direbe most visible effect of subsidies.
For there is a secondary effect, this one hiddehjust as important as the first effect.
The secondary effect is the chains that are impoedtie economy.

Whenever the state decides to grant a subsidydegeaent of the population, this
subsidy must be funded by a general increase if{diaeven worse, an increase in
debt - see the article on Two-level spending siseabn).

The burden created by the state on productive tsoriereases, with the result that
companies cannot hire as they want or produceegsvtant, while individuals cannot
work as they want or consume as they want.

Whenever the state increases its intervention énstbciety, the indirect result is an
increase in unemployment and tax. In other words,pwt innocent people into a
modern form of servitude or serfdom.

Meanwhile, the government uses words like ‘commassind ‘fairness’ to take credit
for the oppression it created. People do not viblesppose this oppression because
they do not even realise it exists. See the artinldwo-level spending socialisation
to understand why.

Thou shall hate smokers

In Western countries, smokers have been increasingrgeted by scare
advertisements, smoking restrictions and appeakltdp, almost to the level of an
harassment campaign.

Why does the government feel it has a right to mgpi on individual freedoms?
Because it has taken from the people the respdihsiloir their own health care. Any
behaviour that increases the risk of disease is s®®&n as a source of cost for the
government. It deprives politicians of the moneyeythneed to bribe foreign

% From the Life in the UK Test Study Guide, 2010 Exiiti
2 http://www.dailyrecord.co.uk/news/uk-world-news#egrow-for-family-values-as-study-1511091
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governments, buy toys like fighter jets, pay suilesido favoured companies, or create
comfortable new jobs for their colleagues and thedves.

If there was no socialised healthcare, the goveminveuld have no reason to try and
control our behaviours. The more a government tagéssonsibility for what happens
to its people, the more it feels entitled to cuift@iedoms.

Taking this principle to its logical conclusion, timal-Socialist Germany thought
that it fully owned its people and was responsiiole everything that happened to
them. So it had absolutely no problem with the nrassder of any German citizen
presenting a defect or disability, regardless dof #gitler's Action T4). With this
action, the cost to the state of treating peoptecaning for them was reduced.

Similarly, it is the very existence of welfare bétsethat leads governments to restrict
the freedom of movement of individuals by implenmegimmigration controls.

There would be no reason for a government to cbimmmigration flows if inflows of
poor people did not create a welfare cost for tbeegnment. Countries that have
lower levels of welfare than European countriesemfthave less demanding
immigration and residence requirements.

It is important to realise that nanny-state inities do not actually improve overall
health outcomes, even though they do increase dneeipof the state and reduce
individual freedoms.

The absence of positive health results is obviohsnacomparing the life expectancy
in welfare states like France and Sweden to thabahtries with more freedom like
Hong Kong and Singapore. Life expectancy is sevgeals higher in Singapdfe
Even Hong Kong, with its elevated level of air ptibn, beats clean-air countries like
France and Sweden.

The reason for the difference can be found in tgkdr level of wealth in Hong Kong
— something that results directly from economieflem — and also in the fact that
people naturally adopt a more cautious lifestyleewithey know that they will be
responsible for a large proportion of their futhiealth expenses.

The recurring and distressing warning from sodiglihat ‘people will die without
massive help from the state’ simply does not core tn countries that embrace
economic freedom as the most important value. ¢t faeople live longer and more
prosperous lives.

Making sure every citizen is in good health is @dy@nd honourable goal. But the
state should not own hospitals and health senaoesit should not rely on a system
of compulsory insurance managed by hand-pickedénsu

As a very last resort, it is conceivable for aestad fund the healthcare of needy
people. But anyone who can afford health care shbakve to pay for it: the only

27 See the article on Inequality and health outcomes.
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person responsible for one’s health is oneself hading a poor health is no
justification for the theft of other citizens.

How the British welfare state hurts the people

It is undeniable that the welfare state hurts pedelcause it creates a tax burden and
it reduces the incentive to work. But it also hyseople by increasing the cost of
living. In fact, most government actions resulhigher prices.

For example, the British policy of unfairly subsitig the winter energy expenditures
of people aged 60 or more, regardless of theinfired situation, increases the overall
demand for energy in the UK. This higher demanditesn higher price§, making
everyone worse off, except those who are above 60.

With the subsidy, people who would normally havenstoned very little energy,
because of the high price of energy, are now emgmad to increase their
consumption. There is no reason to limit consunmptibien this consumption is paid
for by other taxpayers. To make the policy evenenanfair, well-off people who
typically move to a warmer country in winter timeceive the subsidy anyway.

Government efforts to boost the UK housing sectmvide another very good
example. The government pretends to help the pewmplenposing low mortgage
rates, through the action of the Bank of Engfanti also offers a state guarantee to
households to further encourage them to take or mebt and buy houses.

The result of these policies is, obviously, a higdemand for housing. A higher
demand directly results in higher housing pricas.the absence of government
intervention, responsible people desiring to buyase without contracting any debt
may have been able to do so using their own savings

But because of the action of the government, thwy have to seek a mortgage from
a bank, forcing them to pay two times for a howsee for the house price, and once
for the interest paid to the bank. In effect, a igp@ge is a modern contract of
servitude signed with the bank.

Similarly, the British policy of reserving part dhe real-estate pool for social
purposes (the so-called council housing) simultasoreduces supply and increases
demand.

It reduces supply by taking away housing from thggbe market. And it increases
demand by allocating housing for free or for redlcates to people who, in the
absence of housing benefit, would have stayed tvéhr parents or lived communally
with colleagues or friends.

% See the article on The Fundamental Laws of Economics

2 As a side note, this policy clearly demonstratest the so-called ‘independent Bank of England’
does not operate independently from the governnheriact, it is fair to say that no central banklie
world has ever done anything that a governmenhdidirst approve or actively request.
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The phenomenon of higher demand, higher pricearibdr exacerbated by the fact
that the housing benefit can be absolutely lavisthondon, thus attracting people
from far away, even from other countries. The imaign of resourceless people
thus contributes to increasing housing demand éurth

What a genuine welfare policy would look like in th e housing sector

An interesting thought-experiment is to imagine td&rue ‘welfare’ policy would be
- in other words a housing policy intended to redbousing prices so that the people
can more easily afford that which they need so elegply - lodging.

It would clearly not consist in the allocation adusing by the state to hand-picked
beneficiaries, because this allocation would a&itfly reduce the market supply and
increase the market demand. Social housing creatédgial demand because it
encourages people who would otherwise have staytbdtheir parents or partner to
move to a social housing unit, where they live alahthe cost of the rest of society.

Therefore, the first order of business would besed the stocks of social housing
resulting in an increase in housing supply anddaicton in artificial demand. These
sales should be open to anyone, not just benefpients, and the price should be the
market price, not an artificially reduced price.

The proceeds from the sales can be used to retiecaational debt, and thus the
amount of money wasted every year on interest patan# there is no national debt,
the proceeds should be used to reduce tax.

A true welfare policy may well include artificialljigh mortgage rate® discourage
people from buying with borrowed money. A lower demd would reduce prices.
Central banks have the power to manipulate the snoregket on a whim, resulting in
higher or lower interest rates.

The policy may include _incentives for house corttam. A higher level of housing

supply means lower prices. Government incentives wmually tax advantages or
direct subsidies using taxpayer money. It goes awithsaying that all arbitrary

planning restrictions should be abolished

The policy may also include a requirement for peapbdt to own more than a single
house If wealthy people are restricted to a single lguemand and prices decrease.

Alternatively, the policy may include a tax applyispecifically to unused buildings
Owners of unused buildings would then have an sidit incentive to sell or rent out
their unused properties quickly. As US Presidenhdkd Reagan once suggested,
when we tax something, we get less of it. When edusiildings are put up for sale,
this creates a downward pressure on prices.
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The policy could also include tax incentives foropke who rent oubne of their
bedrooms. By having several people willingly livader the same roof, housing
demand is reduced, resulting in lower prices.

The policy may include the reduction or, better, yyae abolition of pensions for
wealthy property ownersin welfare states, state-funded pensions allovaltig
people to avoid selling or renting out their prdj@s. Reducing or removing pensions
would naturally result in an increase in propegies and lower house prices.

Further, the_abolition of all taxes on houswguld allow people to spend less on
housing, accomplishing a genuine welfare goal. Masfare states tax people simply
for owning or renting a home. In Britain, this iglled the council tax. Welfare states
also tax people when they buy a house, artifici@ityeasing the cost of purchase.

The policy may also include barriers on immigratinrorder to reduce the domestic
demand. When the immigration flow exceeds the eaign flow, the number of
people needing lodging increases, resulting ingadr demand and higher prices. In
fact, emigration could be encouraged, to reduce the domestic demand.

Lastly, the policy may include the introduction afsound currencyike gold. A
currency that cannot be printed retains its valiat better than a currency that can be
printed easily. Therefore, prices expressed inumdaurrency will always be lower
than prices expressed in fiat currency. Alterndyivihe central bank could be forced
to reduce the money supplyr at least banned from ever increasing it.

When the money supply &able(i.e. constant — not rising by 2% by year or some
other number), prices naturally decline thanksechhological improvements that
increase productivity. And when the money supplyesuced prices fall because of
the decline in state spending.

A reduction in the money supply by the state isabqo a transfer of wealth from the
state to the citizens. It is the opposite of arraase in money supply, which is a
transfer of wealth from the citizens to the state.

From the above thought experiment, we can sedhbaitate would have many ways
of reducing the basic housing costs, if it reallgnted to. Therefore, if a country has
high housing costs, like Britain and Hong Kong, e conclude that it is something
that the state wants.

It is not difficult to understand why the state wbuvant high housing costs.
Politicians who themselves own houses have a dingetest in seeing house prices
increase and remain high. Logically, they put tiself interest above the interest of
others.

The claim that people ‘feel wealthier’ with higheouse prices is just a poor excuse.
People feel wealthier when their purchasing powerdases, not when government-
selected assets appreciate due to myopic goverrpoéaies.

In effect, government efforts to support housingnded and prices are a form of
reverse welfare, or welfare for the rich. The peopho are helped by such policies
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are not buyers, but sellers. Only in the twistedlevof politics could someone claim
with a straight face that he is making housingdeffible’ by propping up prices and
flooding the market with cheap credit!

It should be noted that not even a genuine welfiatesing policy would be desirable
for the long-term well-being of a country. The b&stg-term policy is a policy of
completely free markets combined with a sound aye

Artificial interest rates and construction inceetvoth cause numerous distortions in
the economy, ultimately reducing the country’s ptitd for economic development
while restricting the freedoms of the people.

People who cannot get housing should first turnatals their family and charities.
Only as a very last resort they should turn todtate. For this last resort, the state
could arrange cheap communal bunk bed lodging ist mites.

A healthy person who gets housing for free or foradificially reduced cost should
not live comfortably, or else there would be noeiniive for this person ever to get
out of the ‘dependent’ situation, which represent®st for taxpayers and a breach of
morality (thou shall not steal).

The natural consequence of comfortable social nguis that there is never enough
social housing, and never any incentive to moveyafsam it once you get your
hands on it.

France, a typical heavy-handed welfare state, giyfdlustrates the inability of the
state to accomplish social goals. France steals spmhds around 55% of the
country’'s GDP, yet it cannot even open in all metsize and large-size
municipalities an open house filled with many burdds that destitute people could
use to avoid sleeping outside in freezing weatlkieryewinter.

No matter the amount of resources they steal fronogent people, the UK and
France will never manage to eliminate homelessrssgly because politician pride
dictates that when the welfare state helps somebmaust provide a standard of
living that the welfare state considers ‘decentd &romfortable’. As a result, when
people genuinely need help, none is forthcoming.

How to turn driving a car into a luxury

In many ways, the state contributes to the impmsitof higher prices on the
population. Aside from the housing policy, anotlestample is the mandatory car
insurance for drivers. By imposing the purchaseanfinsurance, the government
artificially increases the demand for insuranceisThigher demand triggers a higher
price for everyone.

At the same time, the government restricts the rarsze supply by imposing a
number of requirements on insurance companies.ré$dt is that only a few large
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companies can offer car insurance, and they casodat much higher prices than
what would prevail in the absence of governmenbact

This government action is of course always promatedeing for the good of the
people. For example, politicians would say that ‘tesurance protects the people’
and that tight rules on insurance companies aressecy to protect the people.

No mention would ever be made by them of the feuntes in the world that seem
to get along just fine without mandatory insurancewith a completely different
system that better respects individual freedom.

The fact is that mandatory car insurance is a fyebankrupt concept. In effect, car
insurance is not an ‘insurance’ as defined trad#ily. With a normal insurance, the
insurer agrees to a specified payout to the insiirdee insuree suffers a specified
illness or loss. In exchange, the insuree agredsetoegular payment of premiums to
the insurer.

But with compulsory car insurance (and compulsoegltin insurance), we have a
perverted form of insurance whereby the expensetheffew are socialised. They
become the responsibility of the many. Throughicauwrance premiums, innocent
drivers are made to pay for the damagased by otherduring car accidents.

But why should drivers as a whole be responsibtelfe damage caused by certain
drivers? There is not a single reason. Innocenedsiare no more responsible for the
damage caused by other drivers, than people whmtlown a car and instead use the
train, or walk, or stay at home.

The only person responsible is the one who cause@dcident — if indeed someone
caused the accident, because an accident can elsaused by non-human factors
like a technical defect or a natural disaster. Waegyerson drives, he or she accepts
the risk of driving. People accept the fact thatythmay die in a car accident.
Likewise, people accept that they may lose mon#éyey have an accident.

If an accident happens and someone is responBiide]et the judge pass judgement.
But there is no reason whatsoever why other drigbimuld somehow get involved
and have to pay for the fact that accidents happesther people. Because of the
absence of responsibility, mandatory car insurgreeniums can be seen as another
form of tax: one that applies only to the populatod drivers.

Therefore, for insurance to be a moral conceptust be voluntary. It is fine for a
person to agree to the socialisation of expensas rtiay arise in the future, in
exchange for regular payments that will cover bibidn expenses of insured people
and the wage costs of the insurklowever, it is not a wise course of action.

Insurers and the state often falsely claim thatpjgea@re ‘protected’ by having an
insurance. They are not. Having a car insurance aa¢ reduce the risk of a car
accident at all. The risk of dying or being serigusjured is not reduced by having a
car insurance.
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With a car insurance, the only ‘protection’ you bas that youmayreceive a payout
if your car is damaged or you need to go to theitals

But even this is a false protection, because duuttis are very likely to pay more in
premiums than the value that they will receive fritnair insurer over a lifetime. It is
highly unlikely for any contributing person to réee more from his insurer than the
total amount paid in premiums during his lifetime.

This means that, should people be free not to pakein the insurance scam, they are
very likely to be able to save more money than ebenamount they would need to
cover any accident during their lifetime.

The same amount of money that is wasted in insergmemiums — including the
wages of insurers — could even be used by peoptediace the risk that they face
during their lifetime. For example, new car safgygtems could be purchased.

In the case of health care insurance, the sameyramad be used to pay for a better
nutrition, for joining a sports centre, or any otlwtiative that reduces the risk of
developing a health problem — thus providing geauprotection’, as opposed to the
false protection an insurer provides.

There are various reasons why the government wswhksard to make life harder for
the people but the main issue is an issue of pdRaiticians like nothing more than
to acquire more power and this can be done by @hipgrihe responsibilities of the
state. By expanding the state, politicians getntervene in every sector of society.
They can then claim to be the main source of pmitypaf a country.

Politicians also love immobilism. The easiest ceuo$ action for politicians is not
reform, but the status-quo. Their future persoftalation is guaranteed to be good
thanks to generous pensions and generous saldiesefore, politicians are not
affected by the success or failure of a countrg@n@emy as a whole. Aside from the
risk of a revolution, politicians are insulatedrfrehe consequences of their inaction.

Lastly, politicians have to be democrats in a democ This means they have to
follow the wishes of the people, however tenuoudigce a majority of the people has
been convinced that the government really does wiorkprotect the people, a
democratic politician must respect the desire tidens to be protected by the state.

In the case of car insurance, politicians and msuhave been so successful at brain
washing the people with their ‘protection’ rhetoribat when people complain about
compulsory insurance, it is never about the imnityralf it. It is only about the high
cost of premiums that people complain about.

The very need for compulsory ‘insurance’ paymestiot questioned. In fact, on
news websites like the Daily Mail, most people @i#e join insurers in pointing the
finger at people who — rightly - defy the law byt oiying insurance! Never mind the
fact that many of the people on these websitesavbuy no insurance at all if it was
not mandatory.
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An insurance allows people to convert a low riskast into a certainty of loss every
month to the benefit of insurers. Insurers cannodeustand that when someone
chooses to go without insurance, it does not meanthe person ignores the risk or
underestimates it.

It only means that the person thinks that he orishmetter off not buying insurance.

The person has simply accepted the existence iskand chosen not to cover that
risk. It may be that the actual risk is too smalfl that person or that the cost of cover
is too high for that person.

The confusion of poverty and inequality

It is a desirable goal to fight against poverty. Nioe would disagree with this
objective, even though people often argue aboutlhest to reach this goal.

But when the media and governments talk about iadymverty, they almost always

mean ‘we need to reduce povestyd inequality’. Not once do they question whether
reducing inequality would, on average, reduce pgver increase it. The unstated

assumption is that if we reduce inequality, thenialsly we reduce poverty.

However, it's clear from economic observations #mebry that the more we try to
make everyone equal, the more we encourage powegycountry. Persecuting the
rich may reduce inequalities, but it does not mtie population any better off on
average.

In fact, it makes the population worse off becao$ethe destruction of normal
economic incentives, such as the incentive foriforenvestors to invest in the
country. With the destruction of incentives comedegrease in economic activity,
that is to say an increase in unemployment and eomplosures.

Inequality and health outcomes

From the UK newspaper The Independent, 22 Decef0iEt:

<< Writing in the Journal of the Royal Society ofetdicine, [Prince Charles] set out a vision of
healthcare that includes "the physical and socigirenment, education, agriculture and architecture
[...] Charles drew on the work of several of hisarities in Burnley, where inequalities have lowered
life expectancyto one of the worst levels in the country, acaogdp the article. >>

Left-wingers sometimes make the argument that iaktgun societies ‘kills babies’
and other vulnerable people. We can see that thisr@ent is false simply by looking
at life expectancy in Singapore (83.8 years) andgH¢ong (82.1 years).

Both of these societies present high levels of uadity, as measured by the Gini
coefficient. However, the life expectancy at biiththese two countries is clearly

45



higher than in countries with a lower level of ino® inequality, like Sweden (81.2
years) and France (81.5 years).

Despite its high pollution level and high populatidensity, life expectancy is higher
in Hong Kong than in Sweden and France, where dlezxasyone can enjoy clean air
and a beautiful countryside! If we were to use ¢hisr countries as the basis for a
theory that explains death rates by the level efjuality, then we would have to

conclude that ‘lower levels of inequality kill baisi.

Even on a theoretical basis, it would be diffictdt associate inequality with poor
health outcomes. For example, there is absolutelyeason to believe that when a
wealthy person like Bill Gates acquires anotherlioml dollar, thereby increasing

income inequality in society, suddenly the qualiy health care decreases for all
vulnerable people.

Assuming that 10,000 customers of Bill Gates easti $100 to his company to buy a
video game, we can safely assume that this moneypad of the ‘entertainment’

budget of each of the 10,000 customers. It wadai@n away from the ‘healthcare’
budget of any vulnerable person.

In fact, there is every reason to believe thatgisie government to force a level of
income equality on people leads to worse outcommegractically every place of the
world where communism was tried, mass killings hensued.

Tens of millions of people died in the Soviet Unemd China because of communist
governments. In addition to the killings, in evepjace of the world where
communism was tried, it has resulted in long peyiad economic decline or
stagnation, forcing millions into abject poverty.

Socialism, the more moderate brother of Communmwogluces the same poverty in
every country where it is applied, but it takesgenfor it to do so. A low income
disparity means low additional rewards for workimgre or doing anything special
that society wants.

Hence, no one really puts in the effort to offecisty what it wants, whether it is

frivolous things like art pieces, or essential garike drugs and basic food. Instead,
many of these goods are imported from countriesrevhermal economic incentives

prevail.

Having to pay a disproportionate amount of tax véwem you decide to work more is
a clear message from society to the individualinrgayFool, do not work more! Why
should you work for the benefit of others? Ratleensider working less!".

It is undeniable that people will work more (londesurs) if they are offered more
pay. Conversely, when people are offered less Ipay work less (fewer hours). The
logical, undeniable consequence is that the morgowernment works towards
reducing inequality, the less the work that getsedoy citizens.

This, in turn, leaves millions in poverty - finaatipoverty, but also the spiritual
poverty that comes from not having any activityttisabeneficial to society and from
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having to depend on the work of strangers to serviurope is a perfect illustration.
The pauperization and joblessness in Greece anith &pa mirror of things yet to
come in all of the other European countries.

Blissfully unaware of economic realities, the Eteap Commission has even adopted
as one of its objectives the reduction of healdgiralities between member countries.
A recent press releaSenakes it clear that the EU only cares abnegualities in life
expectancy and infant mortality. It does not caralhabout theimprovement of
health outcomesfor everyone.

The only thing that seems to matter is that eveyntry be the same, as if the
worsening of life expectancy in wealthier countnvess a thing to be applauded! For
this is exactly what equality entails. If the olijjee is the elimination of health
inequalities, then above-average countries shoelditdered while below-average
countries should be helped using money stolen texpayers.

Should any single country adopt a superior hedtle-csystem based on the free
market, and consequently enjoy improved outcombs§ would not help the
European goal of increased equality, quite the sp@o

A good argument could be made that poverty, andregjuality, determines health
outcomes. No one would deny this. But such a st&tens not satisfying enough for
many left-wingers.

Many leftists do not really want to reduce povefyhat they really want is to
redistribute the possessions of people wealthi@an tthem. This explains their
constant focus on inequality and their stalwaredeé ofuniversal benefits™.

A person genuinely desiring to alleviate povertyuldobe satisfied with benefits that
go to the very needy only; but leftists in Europmdycsupport schemes for the needy if
they themselves stand to benefit from these schemes

That is why they strongly support a ‘universal’ tetprovided health care, a
‘universal’ state-provided pension system and aivensal’ state-provided
unemployment benefit. For them, the fact that pworkers are made to pay for the
benefits of wealthy landlords is entirely irrelevan

When comparing the life expectancy in China (748rg) and India (67.1 years), one

can rightly conclude that it is democracy thatl&kibabies’ by fostering poverty, and
not capitalism through income inequality.

How ‘tax the rich’ affects the poor

Tax the rich is the standard motto of socialidtss the idea that by taxing companies
and wealthy people heavily, society can be mad® embre equal and happy. It is a

30 Seehttp://europa.eu/rapid/press-release_IP-13-823tran.h
31 Also see the article on The shambles of UK unidgoenefits.

47



great tool for politicians in representative denaoegs, because it seems to work in
the short term. Politicians in representative damces only care about short-term
effects anyway.

In the short term, the effect of ‘tax the rich'asvindfall effect for whatever group has
been selected by the state as the main benefitratize medium to long term the real
effects become observable, they are the following:

* Higher taxes for the working poor: whenever the state increases its total tax take,
it eagerly increases its spending by an equal p&ge. With higher tax rates on the
wealthy, come greater tax avoidance efforts. Affiter initial surge, the total tax take
quickly decreases even though state spending dieSince the state cannot accept a
cut in its spending, it quietly starts taxing tleaver income groups, down to the
working poor.

* Lower work opportunities for the poor: jobs in any economy are created by
companies and wealthy people. When they are magaytonore tax, the amount of

funds available for them to invest decreases. Witker investment levels, come

lower levels of employment. The private-sector eaypient loss greatly exceeds any
public-sector job creation. This is because mo&ndmg by the state is neither
productive nor wise. It often goes towards prespggects, debt repayments, or the
wages and pensions of high-ranking officials.

* Lower wages for the working poor. jobs in any economy are created by
companies and wealthy people. When they are magaytonore tax, the amount of

funds available for them to pay wages decreasesp@nies simply cannot afford to

pay good wages anymore and are forced to seek amapfpyees. Often, they are

forced to move to another country, further worsgnirork opportunities in the home

country.

* Higher prices for the poor: when companies are made to pay more tax, thdir un
costs increase. In order to maintain profitabilitygy are forced to increase prices to a
level which at least allows them not to generatsds. As an example, when food
producers are made to pay more tax, they haveaeimore for their food products.
Food distributors (supermarkets) must then pay lgnspmore for their products. In
turn, distributors must charge consumers more.

Whenever the costs of a company are increasedoteincrease gets transferred to
the consumer in the form of a higher price. If aoner demand then plummets,
unprofitable firms go bankrupt and prices remaghker than they were before the tax
increase.

The unintended consequences detailed above explhgirpoverty and unemployment
are endemic in semi-communist countries like Fraisweeden and the UK, despite
their many government initiatives against povertg anemployment.

Whenever a welfare state launches an initiativenaggoverty and unemployment,

the initiative is funded through taxation and bearrey and is therefore self-defeating
in the medium or long term.
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Tax the rich is a wonderful tool for politicians alf colours? because it gives them a
justification for the expansion of the state, amshsequently, a justification for the
increase in their personal power over others. Alistebution manager, the state
extracts its commission.

The negative long-term consequences for the papaolare immaterial to politicians
whose mandate lasts a few years, after which thayetire lavishly at the expense of
taxpayers.

Europe’s obsession with gender-equality statistics

Here is what the European Commission had td°say 25 January 2013 about the
presence of women in management boards:

“The proof is in the pudding: regulatory pressurekso Companies are finally starting to understand
that if they want to remain competitive in an agesociety they cannot afford to ignore female talen

60% of university graduates are women,” said Vicesklent Viviane Reding, the EU’s Justice

Commissioner.

“The example set by countries such as Belgium, Fraacd Italy, who have recently adopted
legislation and are starting to show progress, rigledemonstrates that time-limited regulatory
intervention can make all the difference. The Eurojme law we have put on the table will make sure
existing talent is used boosting gender balancenlgvacross all company boards throughout our
internal market.”

From this little sample we can deduce the following

1) The EU has no faith in companies. They canndhdaight thing on their own.

2) The EU loves using regulations, or the threat,@b pressure companies.

3) The EU does not believe that women can beconmageas without state aid.

4) The EU supports discriminatory rules to help veorbecome managers.

5) The EU believes that companies automaticallypbecmore competitive simply by
having more female managers.

To a leftist, power-hungry politician, the world rever a perfect place. Such a
politician feels a duty to ‘improve’ the world bycamulating laws. For this
politician, if only one manager in 10 is a womerert it is obvious that companies are
not being managed efficiently and they must recéhedp’ from the state in the form
of new rules.

In order to better justify control policies, so@salpoliticians define victim groups:
groups of people that they believe are intrinsyjcalleaker than other people and
therefore are unable to live decently without tiedphof the state. The groups they
define usually include women, elderly people, aleifdand homosexual people.

When a socialist wants to introduce a control polite refers to one of the victim
groups. For example, he would not refer to thehpligf poverty. Instead, he would

32 Except libertarians of course, but in Europe thaytdmme into power.
33 Erom http://europa.eu/rapid/press-release |P-13-51 ran.ht

49



talk about new initiatives to reduchild poverty — thereby indicating that people who
do not have children are somehow less importard, discarding the fact that the
poverty of children is in fact the poverty pdrents

With this language, anyone who opposes the relligian by the state of resources
from workers tgooor childrencan be accused of being selfish and cold hearted.

If you are a male adult, then yowustpay to repair the ‘natural injustice’ suffered by
all in the identified victim groups. You cannot nea&ny claim to be ‘disadvantaged’,
no matter how miserable your own situation maydm no matter how prosperous
the situation of those in the victim groups.

When a politician talks about indiscipline in nai@ socialist schools, he prefers to
refer to the violencetargeted at homosexuals not to violencein general
Consciously or unconsciously, he knows that heotsgoing to do anything against
violence. But to increase his popularity, he caneaist introduce a very visible
measure targeted at a tiny subset of the population

When a politician talks about domestic abuse, hesdoot talk about domestic
violencein general— but about domestic violen@gainst womenThere are many

other examples. By referring to sub-groups, the egmwent creates an easy
justification for creating new rules that specifigaaddress the real or imaginary
problems of each and every sub-group.

The government creates these rules not becauseatbesffective, but because they
create an illusion that the government is doing etbhimg good. It is somewhat
important (but not essential) for politicians ipresentative democracies to appear to
be doing something good. The illusion eliminates sk of a violent revolution and
allows politicians to get re-elected.
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‘To each according to his need’ is meaningless

‘From each according to his ability, to each acowydto his need’ is the slogan
created by Karl Marx to describe his communistgdobhy. It cannot be applied for
the following reason: the needs of citizens alwexeed the output of citizens.

What are our ‘needs’? A need can be somethingwbatequire to survive. But it can
also be something that we merely wish to possess,on consume. If we are to
assume that a communist society only provides et#izen the bare minimum to
survive, then this means that the goal of a comstuswciety is for everyone to
merely survive with the bare minimum in terms obdoand lodging, in a state of
everlasting poverty.

Obviously, this is not what Marx meant. So he mheste meant that our ‘needs’
actually encompass the whole range ofwants our desires. In this case, it becomes
much more difficult to define what everyone’s neads. In fact, it is impossible. Do |
‘need’ a swimming pool? Do | need to play golf? Deeed savings to protect myself
from future difficulties? Do | need a TV, a comput@ microwave oven? Do | need to
eat meat?

The answer is different for every person. With aegi budget, person A may decide
to buy a computer, while person B may use the maeogyjay golf. Only one person
knows what is needed, that is the individual hifsel

Furthermore, if the budget is unlimited, then tlsices are also unlimited. After all,
if we were to win the lottery, we would always firgbod uses for the money.
Conversely, there is no budget figure which couillfilfour needs completely. If we
can have more, we always want more.

Therefore, it is impossible to define the needsed$ecan only be defined on a per-
person, per-budget basis. It is not within theigbof the state to fulfil the needs of
every person.

The state can only provide every person with aagedamount of money that it deems
equal to that person’s needs. But in fact, this eyomill not be equal to the person’s
needs, simply because a higher budget amount vadkal the person to fulfil more
of his needs.

Furthermore, the more the state distributes mottey,more it has to take money
away from producers. When the state takes awairufis of the labour of citizens, it
makes work a less attractive proposition. In theXidh society, all of the fruits of the
labour of people are taken away, making work uttenattractive.

So on the one hand we have needs that essentially tg infinity, and on the other

we have a total output that essentially shrinkseiaw. Therefore, any Marxist society
would probably be based on forced labour. The ardy to get any production at all

would be to force people to work. What little outmets generated, is then divided
between all the citizens. Each person gets peanuts.
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The gap between demand and supply is made evere wgrthe fact that a Marxist
society distributes more money to large familieberefore, there is an incentive
simply to produce babies, regardless of the abdftyamilies to raise more children
and regardless of the future prospects of saidiiaml

Marxism, then, is a recipe for a state to progkesdly towards third-world status. Its
end result is a highly-populated country filledwihillions of underworked people all
living in abject poverty.

The other part of Marx’s slogan, ‘from each accegdio his ability’, is equally
meaningless. The ‘ability’ of a person is not aminsic value defined at birth. People
choose to specialise into a particular line of wackording to the perceived rewards
of said specialisation. If there is no particuleward for doing specialist work, then
there is no interest, no reason for anyone to apeeiin that line of work.

For example, if there is no reward for being a eary then there is no reason for
anyone to do long and difficult surgeon studies] an reason at all to do stressful
surgeon work. On the other hand, there is evergntiee to do work that is not
stressful, not physically demanding and not ingtllally demanding.

The end result is a society filled with millions ahskilled workers. The living

standard and life expectancy of everyone plummeisalise essential specialist
workers cannot be found. Working is hard. Peoplaaiodo hard work if there is no
reward.

Even in France, where the state controls nearly 60%e GDP, there is no hope for
the state ever to provide to ‘everyone accordinghtr needs’. As an example, we
can look at young adults.

Young adults have needs just like every other perstowever, they often spend
years studying and looking for employment. A studenst lodge and feed himself
just like anyone else. Does France provide an irctmevery young adult? Not at all.

Would it be right to do so? No, because many stisdere supported by their families.
But if a ‘student benefit’ was created, then evsiydent would have an interest in
claiming that their family does not help them.

Even if the state wanted to, it could not providels an income. France already
allocates all of the funds stolen from its prodsctr militarism, national-socialist
services like health care and pensions, compangidieb, debt repayments and
international transfers.
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Social programmes are not well intentioned

Social programmes like the mandatory national healkurance, mandatory pension
system or mandatory car insurance cannot be salm tbenevolent. Why? Simply
because they are mandatory!

If you were to provide a good or service to peapid you had their best interests at
heart, would you force your product down their #is® Would you force people to
pay for your product or service and then claim thet for their own good? Of course
not. Only the government does that. GovernmenEunope do not understand or care
for the concepts of individual choice and voluntacgion.

The reason why social programmes are compulsosingly that politicians are
smart enough to understand that if the serviceg wetrcompulsory, a large number
of people would not participate in them. They wog@dwithout or find private-sector
alternatives. For the government, this would meéoss of tax income and a constant
reminder that ‘glorious’ state services are judtguod enough to attract everyone.

A leftist would then respond ‘oh, but if we allovegple to opt out, we will end up
having to pay for them anyway’. Or he may simply daut the scheme will go
bankrupt'.

However, it is not at all the problem of people wdpt out, that a social programme
may go bankrupt, or that the state may still previélp to destitute people who opted
out. It is not their concern!

If the government cannot or does not want to pm\ddcial security to people who
opted out, then clearly it should not do it.

Why make the incorrect assumption that for evefficdity man faces during his
lifetime, there is one and only one possible sohyticalledgovernmert Do we see
elderly people who lack a comfortable state pensigimg in the streets of Hong
Kong and Taiwan?

Of course not, because when the government dogzovtle a comfortable lifestyle,
people have to rely on their own resources, on fem the family, on charitable
organisations, and on whatever support the stads pimvide.

In a welfare state, people are made to rely onstiage first, and on their own

resources last. In a free state, the chain ofrediadoes not start with the state, but
with the individual.
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State-managed education, or the something-for-nothi ng society

Much is made of education by politicians. It is g@eted as the best way to reduce
unemployment and poverty. Never mind that high Ievef education have
completely failed to eradicate unemployment in Ppean countries suffering from a
high rate of joblessness, like France, Spain otJiKe

However, the bigger issue about education is: wihgukl the government be in
charge of schools? Why should schools be fundell tax? As with many public
services, free schools are promoted by philosoplattawingers as something that all
civilised societies should have, so that poor chitdcan be educated.

The problem with this is the following: why shoulddividuals whodo not use
schools pay, through their taxes, for individualsoowlo use schools?

If the government only wants to help the poor anakensure that poor children
receive an education, then it only has to providip ldirectly to the poor, by giving
them education vouchers that cover the cost ofisgrehch child to the school. The
amount covered by the state could decrease asdbme of the household increases.

The government does not need to provide a ‘uniVessevice which, more often than
not, is funded by the working poor and used by \wélpeople who definitely should
not receive financial help.

Right here we can see the moral perversity of dledauniversal free services.
Childless people in low-wage employment are mad@ap tax (more so in high
taxation societies) for services that they do nattwor need.

Meanwhile, people with children and in high-wagepéoyment receive a supposedly
‘free’ service. Viewed in this perspective, freauamsal services are revealed for what
they are: a clever, albeit diabolical, scheme @angfer resources from the poor to the
rich.

But the real reason why Western governments eageqhanded into education is
simply power. It feels good for politicians to be ¢harge of more services, and to
decide what children must learn. It feels goodth@m to take credit for helping the
poor, for providing ‘free’ services, for educatintige population, and for creating
teacher jobs.

To a politician, it does not matter whether pokcage effective. It only matters that
he or she can take credit for his or her policies!

By expanding into education, the government robsfumir money through taxes and
it robs us of our liberty through the school monlgpbcreates.

A freer and fairer system would be based on uses. f8chool users should pay for the

service they require. Competition between provideosild naturally reduce prices,
while offering parents a greater choice.
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Another argument advanced by big-government apsi®gs that a public service can
be provided even in remote villages, where it wold unprofitable for a private
company to operate.

To this argument we must answer: if taxing peoplerovide them a service is theft,
then it must be an even worse crime to tax peojtleowt providing any service. If a
service would be unprofitable in the private sectbrmeans that demand for that
service is very low and any investment into thatise would be mostly wasted.
Many would suffer from higher taxes while only a/fpeople would benefit.

There seems to be a demand from the philosophefaatHat every remote village
should have a school and a post office. To whichcewe answer: why stop there?
Why don’t we require for every village a mail-sadifacility, a train station, a bus
station, an airport, a high school, a universityire station, a police station, an army
training camp and a UN conference centre?

When people settle in a remote location, they a@ra that they will not get most of
the services that they could get from a larger. ddyt when children grow up and
want to go to a bigger educational facility, no-aremplains that it does not exist
locally! The children just have to move.

In conclusion, we can see that the argument ohavéusal’ service provided free of
charge everywhere is bogus. It is exactly the kihddea that leads a country to
become both morally and financially bankrupt. Umsz¢ services are rooted in
politician ‘generosity’. They are gifts that we wanher people to pay for.

The left has been so successful in its efforts tompte government-managed
education that people have come to believe that @ public sector can provide
guality primary education. They have come to conghjeignore the many failings of
public education as well as the many successefeoptivate sector in providing
guality products and services in every other seaafttine economy.

But if the private sector can provide good commjtgood cars and good consultancy

services, why couldn’t it provide good primary edtion services? And if
McDonald’s can cut the cost of its burgers, why'ttae cut the cost of education?
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The outcome of high spending on education: internat ional comparison

In the following chart, we review data on governingpending and the performance
in mathematics of students of the following cowsri Singapore, Hong Kong,
Taiwan, the UK, the US and France.

We should first notice that all of these counthese quite a high percentage of GDP
spent on public education. This means that alheft have accepted the Western idea

that ‘the state knows better than you'when it comes to primary and secondary
education.

Nevertheless, there are differences. For exampiegafore spends on public
education only 58% of what France spends, in ptapoof the GDP. Despite this, or
ratherbecauseof this, countries like Singapore and Hong Konli@ee a much better
performance result than European countries. Edutas not a matter of throwing
money around. The following chart makes this pewdgn more evident.

The performance in mathematics of students seewningiclines when public
spending on education increases. This is actualtysarprising when one considers
that all funds not spent by the state are manageleoprivate sector: the free market.
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As explained in the article abotihe difference between a public company and a
private companythe state cannot allocate resources efficiefithus, the result of
increased government spending is a worsened outgarhan improvement.

The web page: http://econlog.econlib.org/archives/2008/01/singapoheal.html
accurately describes the discrepancy between tigaforean health care system and
Western communist health care systems. The morglgdave to pay for their own
health care, the better the health outcome. Itas ax matter of compassion or
solidarity, but a matter of natural incentives.

The conclusion that we draw for health care isshme as the one that we obtained
for education: the result of increased governmeending is a worsened outcome,
not an improvement.

The Parentsforliberty websifehas some interesting insights about private-sector
education and the harmful interference of the statke US education sector:

<< In 1650, male literacy in America was 60%. Betwd 800 and 1840, literacy in the Northern States
increased from 75% to 90%, and in Southern Statas £0% to 81%. These increases transpired
before the famous Common School Movement led byat®iMann caught steam. Massachusetts had
reached a level of 98% literacy in 1850. This ocedibefore the state’s compulsory education law of
1852.[...]

The reason behind the successes of private, feetisgseems should be elementary to any student of
economics: Private businesses are consumer oriefiteel feedback of profit and loss tells an
entrepreneur when they satisfy, or fail to satittfe, needs of consumers.]...

While public schools concerned themselves with ttivee R’s, private schools offered courses in
geography, bookkeeping, geometry, trigonometryeying, French, German, history, and sometimes
dancing.[...]

Why then, did Mann and other so-called reformeasl la call-to-arms to bring public, free schools to
all children? One reason is that consumers prefetine quality of the private schools. Although
attendance per se did not decline from 1830 to 18#8®ndance in public schools began to fall faster
and faster. Mann and his followers developed magyraents to attack the private schools.[...]

Most people now realize the failure of public sdsp@ven those who seek only to reorganize a bad
system. Parents certainly realize this fact, sipdeate and home schooling is again on the rise.
Apparently, many people find that paying twice éolucation is better than receiving little educatbn
all. >>

3 Seehttp://parentsforliberty.org/youth-education/fresueation-and-literacy.html
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How the state fails to intervene in those rare occa  sions where it should

We have already se&nthat governments love to intervene where they Ishaaot,
with the usual consequence of higher taxes ancehigtices for citizens. Equally, the
government lovesiot to intervene in the rare cases where its intereenwould be
beneficial.

Do you think that the government cares for chil@&¥uell, if it did, would it really
ask parent$ to send their children to state-managed schoalsdabuld accurately be
described aprison centres for the innocént

Lawless prisons, where bright and disciplined youahijdren are forced to mix with

lawless teenagers, based on the utopian premiseh@agorocess would somehow
make ignorant children smarter, and disciplineddceh more sociable. The whole
idea is criminal.

An entire book could be written to show just howritde the state is at educating
people and how children benefit from being homecatkd, or educated by free-
market institutions.

Instead, let us focus on child myopia for a whilethe government cared about
children, it should do somethingositive about the myopia epidemic. Scientific
evidence shows that myopia is not genetic but aWebral disease. Because it is
first and foremost a behavioural disease, preverdtepsould be taken. Let us now

review some of the evidence.

1 - Eskimo study/

“The cause of myopia is [...] clearly indicated intady of 1200 Eskimos in Barrow, Alaska,
published in the American Journal of Optometry i@p®mber, 1969, which showed that in one
generation the Eskimo population had moved from opia to approximately 65% myopia among
the offspring, and that neither the grandparentacents over 40 had any myopia.

Thus the first generation between grandparents anehfs was similar in that myopia was
nonexistent, but in the second generation betwkenparents and their children, suddenly myopia
occurs in a surprisingly high number of childrers. & matter of fact, of 53 offspring who were inithe
early 20’s, 88% had myopia.

Such a sudden and great degree of change canmblyrba accounted for on the basis of
heredity, especially when there has been no idebl force which could have brought about this
obviously considerable mutation in the genetic cositon of the offspring. The obvious difference
between the parents and the children is the amafuméar work which is currently being done by the
children.

About the time of the second World War, the whinnmtruded into their lives, requiring the
development of education among a population whiels wneducated and illiterate. The Eskimo has
become an avid reader because of his environmemte\WWe spends a great deal of time out-of-doors

% See Part Il Minimum Wage, Part Ill Welfare andtPdrCorporate Welfare.

% In the case of Germany, school attendance is ctsmyufor at least nine years. In the other
European countries, education is compulsory ungilape of 16 or 18. This means parents are at least
allowed to home-educate their children, even thaalgiost no-one does that in Europe.

3" Quoted fromhttp://www.myopia.org/brumerpaper.htm
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in the warmer, daylight summer months, he spenidsively little time out-of-doors in the cold, dark
winter months.”

Study reference: Francis A. Young et al, “The Traigsian of Refractive Errors within Eskimo

Fainilies”, American Journal of Optometry and Anas of the American Academy of Optometry 46,
no.9 (September, 1969).

2 - Myopia in Asian population$

‘The idea that populations of East Asian origin haweintrinsically higher prevalence of
myopia is not supported by the very low prevaleregorted for them in rural areas, and by the high
prevalence of myopia reported for Indians in Simgep A propensity to develop myopia in
"myopigenic” environments thus appears to be a comnuman characteristic.

Overall, while there may be a small genetic contidn to school myopia, detectable under
conditions of low environmental variatioanvironmental change appears to be the major factor
increasing the prevalence of myopia around the wodl There is, moreover, little evidence to support
the idea that individuals or populations diffettleir susceptibility to environmental risk factdrs.

3 - First tree shrew stutfy

In this study, young tree shrews (Asian squirrelsje separated in two groups. One
group was made to wear powerful minus lenses — khml of lens that
ophthalmologists prescribe to short-sighted pedfte. other group was made to wear
powerful plus lenses — the kind of lens that loigg®d people use to read books.

Just like human babies, tree shrews are long-sigatehe start of their life. Their
eyes then become more myopic, until they reaclidibed state of emmetropia (neither
long-sighted nor short-sighted). However, when yptree shrews are made to wear
lenses, their eyes adapt to the lenses. Theimwgith the lensebecomes perfect.

Those who wear plus lenses become less myopic:

“Continued plus-lens wear [...] produced a compengatesponse in five of the six animals.
The myopia in the eyes decreased so that they besammetropic (0.0 £ 0.5 D)”

Those who wear minus lenses become more myopic.

“The animals in the young 5 D lens group were sei@age 5.6 + 2.2 D hyperopic at the start
of treatment. [...] During the 13-day treatment péyithe eyes of all animals emmetropized from the
higher starting point. [...] Thus, the minus lensesdpced a rapid and consistent compensatory
response. When recovery was begun [...] by unclipfieggoggle frame, the eyes were approximately
4 to 6 diopters myopic relative to age-matched rmbreyes.”

The logical conclusion is that school pupils couddiuce their risk of developing
myopia simply by wearing plus lenses for all nearky Instead, many children are
prescribed minus lenses that worsen myopia.

4 - Second tree shrew sty

38 Quoted fromnttp://www.powervisionforum.com/forum/showthreadpf811-How-genetic-is-school-myopia
%9 Quoted fromhttp://www.ncbi.nlm.nih.gov/pmc/articles/PMC2962680
9 Quoted fromhttp://www.ncbi.nlm.nih.gov/pubmed/22323488
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In this second study, tree shrews were separatéaargroups. Animals in the first

group were made very myopic by forcing them to wpawerful minus lenses.

Animals in the second group wore the same minusekerior 23 hours per day and
powerful plus lenses for just one hour per daythiis group, the animals avoided
almost all of the myopia that was observed in tts¢ §roup.

“Continuous wear of -9.5 D lenses [...] induced a.81D myopic shift [...] whereas wearing -9.5 D
lenses, interrupted by 1 hour every day of +4.@Bslwear [...] caused a myopic shift of only 0.7 D
over 12 days.”

“Conclusions: Daily intermittent +4 D positive lemgear effectively inhibits experimentally induced
myopia and may prove a viable approach for premgntiyopia progression in children.”

5 - Study of the use of progressive lenses by Hamey school childrett

In this study, short-sighted school children wespasated in three groups. The first
group (called SV) used single-vision minus lensdsle the two other groups (called
P1 and P2) used progressive, or ‘multifocal’, lenat allowed them to do near work
through plus lenses.

“Results: Progressive lenses significantly retartieel progression of the myopia in these
children. [...] The mean myopic progressions over2lyears of the study were -1.23, -0.76, and -0.66
D for the SV, P1, and P2 groups, respectively.”

“Conclusion: Progressive lenses reduce the progression of myopik. may be that the
interaction of the progressive lenses with the agnodation system is the cause of this reduction in
myopia progression because the +2.00 D additioeagp more effective than the +1.50 D addition in
slowing the progression.”

Conclusions

On the basis of this evidence, one can concludé¢ thea state should take
precautionary measures so that school-age childvernd ruining their eyesight. It
should deter the use of minus-lens spectacles iastrtbdte plus lenses to children for
near-work at school.

Instead, politicians blissfully ignore the issudislcan be explained by the reluctance
of politicians to go against the wishes of a poweirfidustry, and also by the natural
tendency of politicians to focus exclusively ortimtives that benefit them.

The UK National Health Service provides anotharsiltation of the general lack of
care displayed by state-managed institutions. Ekengh blood pressure (BP) is an
essential health indicator that can be measureity eB$1S general practitioners do
not conduct BP checks as a routine procedure wienreceive patients.

A person living in the UK could have seen ten dogio a period of five years and
not have been checked for blood pressure even @&swause of this simple neglect,
the risk of an incorrect diagnosis and the riskdging of stroke is significantly
increased.

*1 Quoted fromhttp://www.powervisionforum.com/forum/showthread@867-Progression-of-
myopia-in-Hong-Kong-Chinese-schoolchildren-is-slowey-wearing-progressive-lenses-abstract
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High blood pressure is an extremely dangerous armtspread health problem.
However, it cannot be detected without a BP chdtle absence of BP checks is
without a doubt a contributor to the reduced likpectancy in the UK, compared to
other countries.

The general lack of care can also be observeckifrédguent ineptitude of doctors and
the long delays imposed on patients who need t@ sk®stor or receive treatment. In
this writer’'s very own personal experience, regudst appointments with hospital
specialists are simply ignored in the UK, regarslle$ the gravity of the health
problem.

Patients are left to endure the worsening of tleemdition while waiting for an

appointment letter that never comes. In desperatiogy are forced to go to the
hospital emergencies. The poor quality and avditglf health care in the UK is the
result of supply shortages directly caused by eéptanning.

The following quot& aptly refers to the Swedish national socialistltheaare
system, but the same could be said of the FrenglBetish health care systems:

<< If you have a serious condition, you will bertgd on a path of referrals to experts. This process
can take months. [...] This is an unavoidable charatie of central planning, analogous to Soviet
bread lines [...]

This healthcare “bread line” is where people didappens regularly that by the time a patient ggets
see an expert, his condition has progressed beywmnedy. It also happens frequently that referrats g
lost. Bureaucracies create listless employees,dain¢t care, who refuse to go the extra mile, and wh
are never responsible for failures. >>

Fraud is rife in the world of socialistic healthreaOne illustration of the cancer of
socialism can be found in the attitude of publictse entities to cancer-causing
radiations.

Public-sector entities think nothing of exposingizeins to unnecessary X-rays, if this
can be used to guarantee higher budgets and higdgas. Millions of people in the

Western world have been subjected to unnecessaigysX-at airports and dental
practices.

For example, the Belgian authorities recently wethehat each year, 400,000
unnecessary panoramic dental X-rays are perform&kigium — all paid for by the
Belgian taxpayer. What do Belgians get in returm?crease in the cancer rate.

It is a fact that dentists are particularly serioffenders. Until recent years, dentists
(and the governments that certified them and furtbech) thought nothing of using
dental fillings based on poisonous mercury.

As a general rule, dentists support the use ofsineasurgery resulting in repeated,
costly interventions all through the life of patignrather than the promotion of
effective prevention techniques.

2 Seehttp://mises.org/daily/6476/The-Truth-About-Sweder&Ca
3 Seehttp://www.lalibre.be/actu/sciences-sante/l-inamirg-dent-contre-les-dentistes-
520af9293570fb19a88d6951
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By avoiding chocolate and other sugary foods, hingskour teeth with tea tree &il
washing your mouth with diluted hydrogen peroxided flossing your teeth once or
twice a day, you can effectively prevent future dgm

Yet, dental practitioners carefully avoid mentianirea tree oil and hydrogen
peroxide, preferring instead to praise uselessda@noothpastes and the virtues of
dental scaling, fillings and tooth extraction.

State-funded general practitioners also focus ter-#iie-fact interventions rather than
prevention. For example, they completely ignoreewen discourage the use of
nutritional supplements. Most general practitionenr® literally clueless about
beneficial supplements like vitamirfBgrape seed extr&@tresveratrdf, co-enzyme
Q10 luteir®, calciun®, garlic?, green te¥, green vegetablgor omega-3 acids

Sometimes, when a magazine wants a good headiireleases an article about the
‘myth of supplements’. Typically, these articlescdis on vitamin A and E, two
vitamins that are well known to be toxic in largesds. The articles use this fact to
suggest that supplementation is pointless and paligrcounter-productive.

However, just because A and E do not protect agearcer and heart disease and are
toxic in large quantities, does not mean that théree world of vitamins and
supplements should be dismissed as a dangerou$ scam

“** |t can help too to brush with a tiny amount of ingksoda from time to time.

> All B vitamins are essential to the human bodly.

“® Grape seed extract is very likely to help redumerisk of cancer and heart disease and it may help
with weight loss too. It is also a very inexpenssiupplement.

*"This is likely to reduce the risk of diabetes, helisease, cancer and it may extend a person:s life

“8 Co-Q10 definitely increases one person’s energgijend may help with disease prevention.

49 Lutein is likely to help the eyes and prevent eigeate.

*0 Calcium is positive for bone health, within limits

*1 Garlic has been to shown to be positive for blpoessure, diabetes and the immune system.

2 Drinking green tea (not black tea) is very likédyreduce the cancer risk, blood cholesterol, blood
pressure and help with weight loss. See for examiptg://www.webmd.com/hypertension-high-
blood-pressure/news/20040726/tea-drinkers-reapdbmessure-benefits

%3 Consuming green vegetables is very likely to redhe risk of all cancers.

> Omega 3s may help with heart health and cognjitaréormance.
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Part IV Corporate Welfare

Corporatism and free-trade hypocrisy

The EU often deplores the lack of free trade andns/aabout increasing
protectionism. On the other hand it keeps promotitd trade barriers, justifying
them using the fabricated notion of ‘anti-dumpingeasures’. In essence, the
European Commission wants its cake and eatin@it to

An example among many is the EU Common Agricultialicy. The policy is
mostly known for subsidies to farmetsbut it also contains import quotas and import
levies intended to increase food prices in the EU.

Anti-dumping® is protectionism and like all protectionism, itrteuthe country that
uses it. While the protected industry receives Walgrofits, the rest of society must
pay for the largesse provided by the state to dl s@gment of society.

Society as a whole pays through higher pricesnigrorrted products. The net result is
negative because the loss from higher prices feeeds the gain enjoyed by a small
number of recipients. This is yet another illustnatof how representative democracy
tends to kill the economy.

A small segment of the economy loudly calls for st&te to help it, at the detriment
of society as a whole. The government, guaranteegbvern for the duration of its
mandate, is only too happy to respond. By helpioghmanies in difficulty, the
government fulfils some of its hidden objectivesfind a reason for the expansion of
the state and to demonstrate the effectivenesseddtion of the state.

Instead of taking advantage of international trastemething which would actually
help the development of both paamdrich countries, the EU prefers to subsidise its
agricultural sector at great taxpayer expense. Asesult, each year the EU
accumulates stocks of unwanted milk, butter, sugze,and cereals.

%5 Subsidies to encourage domestic production aragbkes a form of protectionism called an ‘export
subsidy’.

%% A so-called anti-dumping initiative is a trade fiiar (import tariff or quota) designed to preveiné t
import of a product at a price that politicians sioler to be too low.
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The EU even exports some of these agricultural gdodthe poor countries that
should be producing them. Not a single second afight is given by the European
Commission to the damaging effect of the policytba EU’'s economy and that of
other countries.

Dumping should be taken advantage of, not fought ag ainst

If there is ever such a thing as dumping, thatoisdy the export of products by
companies in a foreign country at a price deemedbeaolower than the cost of
production’, then this phenomenon should be taken advantageofought against.

The result would be lower prices in the importinguctries for as long as the
‘dumping’ policy continues. Naturally, this may ate difficulties for rival companies
in the importing countries.

However, that is the nature of a free market. Caongsathat cannot compete in a free
market should simply stop their current produci@on focus on some other segment
where they can compete.

As we review in the following section about ‘thensequences of state subsidies to
companies’, it is not at all advisable for any sttt subsidise its domestic production.
The net result of this policy is that the domestaonomy is undermined while the
population is impoverished.

But when this suicidal policy is being applied &#yother countryin order to export
cheap products, there is no reason not to takeafliantage of it. At this point a
statist would say ‘oh, but we cannot become dep&nole the production of another
country’.

The answer to this is that if we choose to relyfree trade, then obviously we are
dependent on all the countries we trade with. [y time a necessary resource or
product can no longer be imported from low-costagigrs, then domestic producers
will emerge to fill the gap.

And if the resource is a natural resource that cabe produced domestically, then
domestic demand will adjust and alternative teabgiels will be developed.

Therefore, one could say that the fear of statiség a country can become too
dependent on others in fact derives from their latkaith in domestic companies.
Statists place more faith and trust in a seemiagilpowerful government than they
do in the infinitely-diverse, always-renewed wooldfree enterprise.

" In reality, there is no such thing as a uniquestaxf production’ for any product. For exampleisit
obvious that the cost of producing tennis ballsnisch lower in a low-tax, low-wage Asian country
than in a high-tax, high-wage European country. it#on of cost of production should not be used
when talking about international trade, simply hessaeach country has different costs, which may or
may not include government subsidies.
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Only a policy of complete autarky could allow a oty not to depend on others. For
the country that practices this policy, it meansowecing all the benefits that arise
from international trade. A practical example isrtidKorea. Here we have a country
that barely depends on others. Its citizens ‘enfpgbmmensurate standard of living.

According to statist economists, a foreign firm tthe allowed to export cheap

products for a long time will eventually drive all its rivals out of business and thus
enjoy a dominant position. The argument goes thafdreign firm will then be able

to exploit its dominant position by rising pricasddowering quality.

The problem with this argument is that free-ma@npetition does not die when a
company acquires a dominant position. If it didertha dominant firm could be

legitimately called a monopoly. But potential cortipen always exists in a free

market. As a result, should a company in a domipasition increase its prices, new
rivals will emerge to offers consumers a betteugdbr their money.

As a side note on the issue of competition, anr@steng and thorough analysis
debunking the concept of ‘natural monopoly’ in sestlike water and gas distribution
can be found on this web pagettp://mises.org/daily/5266/The-Myth-of-Natural-
Monopoly.

The consequences of protectionism

Together with the creation of windfall profit fonterest groups, trade barriers in
general produce the following effects.

Consumers in the country that adopts trade barsigifer from higher prices,
reduced choice, reduced product quality, and retlaceess to technological
improvements. This is the most salient effect aft@ctionism and also the one
that governments choose to talk the least aboutth&umore, tariffs on
clothing and food hurt people on low incomes mdrant people on high
incomes. EU trade barriers in the agricultural seate thoughf to generate
an annual cost of EUR 50bn for taxpayers due toiridiration costs, plus an
annual cost of EUR 50bn for consumers through migded prices. Together,
the cost is GBP 800 per year for a family of four.

Trade barriers create production inefficiencieseylbncourage the inefficient
allocation of resources. For example, country A bk wine imports from

country B even though country B offers the besdlamd weather for the
production of wine. Thereafter, wine productiondsveloped in country A
even though an optimal allocation would locate pidn in country B.

Likewise, a highly-populated country with low wagesan optimal location
for labour-intensive manufacturing activities. Anet source of inefficiency is
the fact that trade barriers insulate companies frternational competition.
Companies that are protected from competition havencentive to reduce

%8 Seehttp://tutor2u.net/economics/revision-notes/a2-mgmotectionism.html
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their costs or improve their products. Produces® &bse the opportunity to
capture a larger market.

Trade barriers do not protect jobs. From 1997 td®420UK textile
manufacturers benefited from EU protection. Howeeenployment in textile
productiori® fell by 45% while employment in clothing produgtidell by
almost 60%. Employment in footwear production @l 50%. For each job
protected, there was a cost of several hundredsoosands of euros paid by
EU taxpayers.

Trade barriers in the sector of agriculture prewbetpoorest countries of the
world from exporting their main products. The in@fost® because of trade
barriers is thought to be USD 500bn per year. leuntore, export subsidies
depress world prices. In 2002, the EU sugar reffimeduced the value of
sugar exports by South Africa, Brazil and Thailéydmore than USD 700mn.

Trade barriers can trigger trade wars. When a cgumhposes import
controls, trade partners may decide to adopt edtaiy actions. The result is a
decline in global trade volumes. When two countimegose trade restrictions
between each other, other countries are hurt icitijrdoecause the overall
level of demand decreases in the entire region.meh two countries do not
trade, political tensions are bolstered betweemthe

It should be clear simply by looking at the abowvst lof consequences that
protectionism is a net negative for any societylose-lose proposition. This is
confirmed by the fact that Hong Kong and Singappuessibly the most prosperous
countries in the world, are also among the coumttlgat are the most open to
international trade.

In large countries, domestic trade is just as irtgydras international trade. For
example, the US greatly benefits from free tradiiwiits borders.

How the government benefits from creating oligopoli es and monopolies

Governments naturally want to increase their tée @t all times, in the same way a
company wants to increase its profits and an iddiai wants to get ahead in life.

It follows that governments have a tendency to @aveonarkets with limited
competition. Markets with limited competition allcavsmall number of companies to
generate large amounts of profit. Inversely, fresrkats with perfect competitiéh
allow many companies to operate but with almospradit at all.

%9 Seehttp://tutor2u.net/economics/revision-notes/a2-rmgmotectionism.html

80 Seehttp://tutor2u.net/economics/revision-notes/a2-rmgmotectionism. html

61 Seehttp://tutor2u.net/economics/revision-notes/a2-rgmotectionism.html

%2 perfect competition is a situation where seveoahganies sell a nearly-identical product or setvice
and companies can freely enter or leave the inglustr
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In a situation of perfect competition, whenevemoaipany makes a certain amount of
profit, a rival could ‘steal’ that company’s custera by offering the same product at
a slightly lower price.

The natural result is that prices drop to a lelaat is only marginally higher than the
cost of production. The margin of companies drapa small positive number. Since
the government taxes profits, it cannot tax much ofu companies in perfect
competition.

In a situation of reduced competition resultingnirthe action of the state a small
number of companies can impose prices much hidiar the cost of production,
because potential competitors are prevented bgtitie from entering the market.

This allows companies to record high profit margimsturn, these profits are taxed
by the government. It follows that there is evengentive for the government to
promote oligopolies and monopolies, as opposedrée fmarkets with perfect
competition.

These oligopolies and monopolies allow the stateaonsfer a greater percentage of
the wealth of individuals to the state. The resslta vicious circle where large
companies and large governments behave accorditigetanotto ‘you scratch my
back, | scratch yours’, at the expense of the oésdociety. An illustration of this
behaviour is the support given by Western statésrtie failing banks after 2008.

On 16 August 2013, Peter Schiff on Peter Schiff iRgofovided a remarkable
example of US licensing laws. He mentioned thatrewi#ay, Air New Zealand

operates flights between US and New Zealand. Homédexause the airline is not
allowed to sell US domestic travel tickets, eveay dhe airline is being forced to
operate completely empty inland flights over thetei®itory.

In this case, licensing laws are used to shut ouipetition from the US domestic
flight market. The obvious objective is to prote$ airlines. The indirect objective is
to increase the government’s tax income. With aiced level of competition, the
oligopoly of US airlines can charge higher pricad acord higher profits, generating
a higher tax income.

By contrast, Air New Zealand does not pay tax ia thS, so it is of no interest
whatsoever to US politicians. What is the end t@séltiny segment of the economy
receives windfall profits, while the entire popiudat is forced to pay higher flight
prices and prevented from enjoying higher-qualitstvel option§’. Meanwhile,
completely empty flights crisscross the US.

® This is usually achieved by requiring companieshtdd state-issued licences or to meet other
arbitrary requirements, allegedly to ‘protect cansus’ from the ‘dangers’ of the free market. Reduce
competition is also often achieved by introduciredé barriers or by subsidising or nationalising a
number of companies. In the case of a nationalisddstry, the negative effect from the lack of
competition is not necessarily a high user priag,dhigh cost of operation paid for by taxpayers,
low level of quality, and shortages. See the atioh The consequences of state subsidies to
companies.

% Also see the earlier article on The consequencpsotéctionism.
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In order to ward off legitimate accusations and apmistically latch on to
recommendations to increase competition, all Wastgvernments have created a
layer of bureaucracy dedicated to the preservatiamompetition and the supervision
of mergers and acquisitions.

The move reflects the lack of understanding oftidins in the free market, and their
core belief that they are wiser than the free ntarke

In nearly all cas€3 harmful monopolies do not originate from mergensd
acquisitions but from the action of the state. fnre@ market with perfect competition,
the number of companies present in the market fiaanirrelevant, because no matter
how few companies there are, none are able to basge consumers without
attracting new competitors.

It is counter-productive for the government to &myd guarantee the existence of an
arbitrary number of competitors in all markets. dnfree market, even a single
company (technically a monopoly) can provide lowces, as long as that company
faces competitive pressure from potential compestito

How the government helps large firms at the expense of everyone else

Governments in Europe help large companies in #&tyaof ways. For example,
minimum wages can often be afforded by large conegartut not by small
companies which have to count every penny to remafitable.

At the same time, the dismal job market resultiregrf a high minimum wage helps
large companies retain their large workforces. Ewygés wishing to find another job
know that they are very unlikely to succeed.

Large failing companies are often bailed out by eyoments in democracies. This
allows politicians to avoid a nasty headline, andtdake credit for the job-saving
action.

 Microsoft provides an interesting and rare illaibn of a company enjoying a measure of
monopolistic power that does not originate from fésour of the state, but from the specificity bét
market for operating systems. People buy an opegratistem not so much for its intrinsic qualityt bu
for its ability to run as many software productgassible.

Consequently, whatever company happens to haviatgest share of the software market naturally
enjoys a significant advantage. Nevertheless, boeld realise that the largest competitor of Window
is probably Windows itself. People who are turnédog the high price of new Windows versions can
at least purchase older versions at a reduced boghis author's opinion, there is no sufficient
justification for state intervention even in theseaf Microsoft.

More generally, any software product can be seesnfg/ing a small measure of monopolistic power
due to the fact that all software products offeique features and benefits, and the fact that sourc
code (the trade secret) is never disclosed. Equatly,new drug or technology benefiting from patent
protection enjoys monopolistic power for as longtlas patent lasts. In the US, drug patents last 20
years from the moment they are granted. The lotigepatent life, the more the incentive and capital
for future drug development; but the shorter thiempiife, the lower the cost to patients.
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When a single large company with 1,000 employees gmder, it is a bad headline
for the government. But when 1,000 small compaeigash with one employee go
under, it is just a piece of statistical data tlbanh be dismissed easily by the
government.

When a government tries to attract foreign compantantroduces a preferential tax
rate that only applies to large, hand-picked fareg@pmpanies. This tactic gives
politicians a chance to obtain a good headlindénrtewspapers. It never comes to the
mind of a politician to improve investment conditsoforall companies: small ones,
medium-sized ones, large ones, domestic ones asigmoones.

Because subsidies are stolen money from innocepaya&rs, companies should be
ashamed of receiving them, in the same way that-labdlied welfare recipients
should feel shame from receiving stolen money.

The European Commission frequently launches inyattins into cases of illegal

state aid. This must mean that the European Coranisactually has a dim

understanding of the damaging impact of governnigetrvention in the economy.

Unfortunately, the action of the European Commiss® made meaningless by the
many exceptions it has itself created.

For example, in the bizarro world of the Europeam@ission, it is fine for states to
provide state aid to selected banks ‘as part afrffto mitigate a disturbance in the
economy’. It is fine for states to provide loangldoan guarantees to hand-picked
companies ‘as long as the loan conditions are etpnv to those that would be
offered by private companies’.

And it is perfectly fine to provide millions of eas stolen from taxpayers to public-
sector institutes for research into biomass refs®rbecause ‘it is a case of market
failure’.

The consequences of state subsidies to companies

Aside from the windfall profit of direct recipientsubsidies granted by the state to
companies generate a number of effects, includiaddllowing.

Subsidies increase the power of the state. It @efsck winners and losers.
Politicians absolutely love this, it is their dragd they are addicted. They
probably do not love anything more than to see @mgs vying for their
good graces.

Subsidies provide a justification for the staténttrease taxes and the national
debt. The national debt is a form of delayed taxthWigher tax levels, we
have a reduced level of economic activity, incrdagwices, reduced
innovation and increased unemployment. A politiciaes not care about such

% Seehttp://europa.eu/rapid/press-release_|IP-13-433tran.h
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things because his personal situation is completslylated from the effects
of his policies.

State-supported companies get to produce goverachesten goods in
guantities vastly exceeding the real market demdine. excess production
usually gets warehoused and destroyed. Howevéngiexcess production is
dumped on the market, prices decline and any peydbat did not receive the
subsidy may be wiped out or face serious diffiesltdue to the fact that it
cannot lower prices below production costs.

With subsidies, companies that should go bankmgiead keep on operating
at taxpayer expense. The risk of bankruptcy is rdpreducing the normal
incentive to be competitive, to reduce prices andhtrease quality. In fact,
once companies - like banks - realise that thay th#l get bailed out no
matter what, they then have every incentive to damiith public money,
increase prices and reduce product quality.

Companies without state support operating in thmesgegment as state-
sponsored companies must face competition frontientihat operate with a
virtually-unlimited budget. The competitive disadi@age may lead them to
withdraw or go bankrupt. Because state-sponsoretpanies are invariably
large companié$, the end result is a concentration of the markmired a few
large public and private companies. Together whth toncentration of the
market, we have a reduction in employment, an as®ein the cost to
taxpayers, a reduction in competition, a reductionproduct and service
guality, and eventually an increase in user prices.

The consequences of subsidies and guarantees to ban ks

Considering that banks are companies like any ptherabove conclusions apply to
banks just the same. However, banks are differem bther companies because their
main product is toxic. Their product is money i tform of loans repayable with
interest over a long time. Most responsible peopiétly avoid going into debt,
instead making the conscious effort of living witltheir means at any time.

The state, being an amoral entity, does not resegiie efforts of people who choose
to live responsibly. It perceives a problem (‘shole&rror, some people don’'t have a
house!’) and it applies its traditional myopic faua: more government intervention.

When the government helps banks, state-supporteksigget to produce their product
- loans - in vast quantities at taxpayer expenbey can afford to dump their product
on the market at reduced prices. For example, taeyoffer low mortgage interest
rates.

7 Presumably, the state does not like to talk tollstoapanies because it feels well above theirlleve
Even when the state subsidizes an entire econormiorsé helps large companies disproportionately.
See for example on the web pabgtp://www.iisd.org/gsi/effects-subsidighe paragraph on ‘the
distribution of subsidies’. The largest 20% of q@mies typically receive 80% of all subsidy funds.
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All subsidies are damaging to the economy, but banBsidies are particularly
pernicious and damaging to the economy because laana toxic product. People
who go into debt become tied to their lender. Thneyst work to repay their loan and
the interest on the loan. Otherwise, they riskngsiheir assets in the repossession
process.

At the same time, banks that lend take on theafskot getting repaid and the other
risk of receiving an asset that does not covew#tee of the loan. With loans getting
cheaper under the action of the government, madarare people are lured into debt
even though they may not be able to repay the mdaayher, with banks benefiting

from a 100% guarantee from the state, they totabg their incentive to make sure
that customers can actually repay.

Bank subsidies are sometimes referred to as a€laasnetary policy’ or a policy of
‘low interest rates’. Once implemented, bank subsigiroduce an artificial explosion
of personal debt — in other words an explosiorrmesponsibility — combined with an
artificial explosion of housing demand and an mitif explosion of the insolvency
risk faced by banks.

The outcome over time is an explosion in reposeassian explosion in personal
bankruptcies and an explosion in bank bailoutgkserved in the US in 2008. When
this happens, politicians can take advantage ottises to criticise banks and further
assert their control over them.

The professed need for bank bailouts allows pa@is to vastly increase their power
simply by issuing reams of new money. The issuasiceew money is a direct

transfer of wealth from the people to the governme€itizens only realise their loss
when prices increase and by that time it is toe tatstop it, and too late to point the
finger at the government.

Issuing new money is not the only tactic used leydtate to expand its power. In all
of the countries that implemented bank bailouts,rtational debt exploded, imposing
a long-term burden on the private sector. On th&isbaf their cost alone, bank
bailouts can be described accurately as econorititisu

When the need for bank bailouts subsides, theaésincrease government budgets
remains. The result is that new money and debtimomtto be issued but in a more
stealthy manner. The negative consequences of skgance of new money are
examined in more detail in Part VII - Inflation, Smling, Keynesianism.

Finally, when European governments need to raiseemayuickly, they are not

opposed to simply raiding the bank accounts oflesdis. On 16 March 2013, Cyprus
announced a surprise tax equal to 6.75% of depios#élt bank accounts, or 10% for
all deposits exceeding EUR 100,000.

The proceeds would be used to rescue failing bemn&yprus and expand the national

debt further. In order to make sure that peopldccowt escape the tax, measures
were taken to prevent bank-account transfersjmgaoh the week-end of the 16.
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On that day, | told my friend in Hong Kong that péoin HK should rejoice, because
Europeans have just decided to send more mone¥tdtls evident that all wealthy
individuals in Europe will now think twice aboutdq@ng deposits in EU countries.

Following a public outcry about the plan, it wasefachanged to target deposits
exceeding EUR 100,000 only. People with such higpogits will lose a whopping
47.5%. Sedttp://rt.com/business/cyprus-crisis-bailout-dep681/for details.

When a large company must cut jobs in Europe

When a large firm plans to cut many jobs in a coufike France or Belgium, as
often happens, the following statements can usuadlyheard (although they are
usually expressed in a more politically-correchfas):

Company Manager:ln view of our loss of competitiveness, we must ¢,000 jobs.”

Minister for Social EconomyThese people, no matter how skilled and wealtigyt
are, will need all the help they can get from ttees in order to retrain and find a
new job in our rotten economy. We should use thé¢ioNal Socialist fun® for
dismissed employees at once.”

Unions: “The company is not offering sufficient severapeekages to its employees.
It is a disgrace. We call on the government to takgon to increase severance
packages, prevent future job losses, and fine timepany for breaching collective

social agreements. If necessary, let the governmagianalise the firm.”

Politician: “This company’s plan is a disgrace and we will atbbw a jewel of our
industry to cut a single job. As long as | am imge, our national industries will be
preserved, at all costs. Sleep well, good people.”

% In the EU, this fund actually exists. It is calkbé European Globalisation Adjustment Fund.
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Part V Social and Economic Policy

British efforts to ruin the HK economy

A remarkable aspect of controlling, power-hungryfare states is their intense desire
to influence the economic policies of other cowsriOn 15 July 2010, the magazine
The Economist published an artiflenentioning historical attempts by the UK to
create a high-tax welfare state in Hong Kong. Qugptrom the article:

“[Hong Kong’'s economic freedom] was the result aistance to the British government. No
fewer than three times, starting in 1947, instarcdi came from London to raise tax rates “as high as
possible™to lay the foundation of a modern welfare staégsdViichael Littlewood of the University of
Auckland.

But each time the peculiar men sent to govern Hémgg balked, with the support of locals,
notably Chinese businessmen who perhaps learnedntmi about socialism from the devastation
unfolding on the mainland to encourage importiry it

Tragically for Hong Kong'’s future prospects, it seethat socialism is how gaining
ground in the Chinese special administrative regi@umoting from the same article:

[...] “A voluntary plan for a minimum wage was propose@®6. Only now is a pay floor
becoming law. Lee Cheuk-yan, a union leader and reembthe legislature, says this has occurred
despite the private opposition of Donald Tsang, H&mag's chief executive, and many business
groups:

[...] “Secondary consequences are inevitable. Miriam Lau,ibaral member of the
legislature, says that even at HK$24 an hour, timnmum wage would cost 30,000 jolisr 1% of the
workforce. At HK$32, 170,000 jobs would go, doullimnemployment. Young people and immigrants
from China, who are scooped by the territory’s aam restaurants, building sites and cleaning and
delivery businesses, would be the likeliest to bead work. Such industries also employ disabled an
older workers on low pay. Subsidies to support suebple may have to be expanded if they lose their

jobs.

The minimum wage will also expand the rules involeddoing business in Hong Kong.
Especially at the entrepreneurial end of the spetthusiness people long enjoyed a lack of red tape.
Until 1999 companies were required to tell the goweent when an employee arrived or departed, and
to provide information on their incomes once a ysarthat taxes could be calculated. But because
income tax was paid only above HK$90,000 and th&i$100,000, perhaps 60% of the population
paid nothing. Tiny businesses often did not botbdile and their non-compliance was largely igrtbre
Even sophisticated multinationals could set up aesntative office in hours without concern for
continuous paperwork.

This changed in 2000 with a compulsory pension seheme of many social-policy efforts
championed by the last colonial administration. @amies were required to file monthly data to one of
a few selected intermediaries and to remit 5% of fo&t any employee on more than HK$5,000 a
month. The minimum wage will increase the demandpfperworkagain, and by a lot. Hours and
wages will be filed for all workers, right down people in the knick-knack shops and markets that
have been a vibrant component of Hong Kong’s ecgndrhe government will have to spend more
money on collecting data and inspecting firms

%9 Seehttp://www.economist.com/node/16591088
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In 2008 Mr Tsang announced that he had succeedbdvimg Hong Kong included within
China’s five-year plans. Last year he said thatghtlof the global financial crisis, ‘we have tovisit
the government's role in promoting economic devalept”

The above statement could very well have come fimmer UK New Labour leader
Gordon Brown, one of the main architects of the $JHisastrous increase in budget
deficit and national debt.

“The huge growth in government spending during the tolonial administration was
required, according to Lord Patten, the final goweriecause ‘Hong Kong's economic vitality and
strength were not matched by adequate social-veelfar

Here we see the lack of economic understandingpaflifician who cannot see how
any harm could ever originate from the welfare estdor this person, economic
prosperity creates a need for the welfare statelewh fact it is theabsenceof a
welfare state that is a prerequisite for the progpef a country.

As a quick reminder of the wonders of the Britisklfare state, let's have a look at
the country’s ballooning national débin the last decades:

How the EU wants to ruin the economy of all other ¢ ountries

To demonstrate the malevolent intentions of theogpean Union, | will refer to a
European Commission press reléagmiblished on 24 August 2012 and concerning
the European approach to international developr@operation.

“Despite the recent growth in the world’s economgcia protection still remains an
unachieved goal for billions of people. Too oftéme most vulnerable members of society (women,
children, the disabled, the elderly, etc.) are lefhind the creation of wealth. The lack of social
protection represents a strong obstacle to the-femg and sustainable developmehmiddle and low
income countries. The Communication explains how dgyelopment cooperation can support the

0 Seehttp://www.ukpublicspending.co.uk/spending_cha®9@ 2012UKb_12c1lil11mcn_GOt

" See the following link:
http://europa.eu/rapid/pressReleasesAction.doznrete=MEX/12/0824&format=HTML&aged=0&lan
guage=EN&guiLanguage=en

74



strengthening of social protection policies andteys. It includes proposals such as supporting
nationally-owned policies, introducing measuresupport job creation and employmehtinging in

the civil society and the private sector, and tacklthe underlying causes of vulnerability —
particularly those that affect womrien

Here, again, we see the lack of economic understgraf a bureaucrat who cannot
see how any harm could possibly come from the wektate.

In the first sentence,Despite the recent growth [...] social protection agm an
unachieved gogl the basic assumption is that economic prosperigates a need or
justification for the welfare state. But in facistthe absence of a welfare state that is
a prerequisite for a country’s sustained prospetityis not the only prerequisite,
because a cheap and effective justice and pol&tersyis needed too.

In this sentence:l&ck of social protection represents a strong albsteo the long-
term and sustainable developnierthe author goes further into the territory of
economic absurdity by making a claim that the abseof welfare is actually an
obstacle to development!

The author must never have heard about the Britislustrial revolution which
occurred from 1760 to 1840, long before the emeargani the UK welfare state. He
probably thinks that Hong Kong is a backwards progiof China.

For the author of the press release, clearly gonemnt is responsible for job creation.
Not for one second would the author imagine thiiea economy is an economy that
naturally produces full employment at all times.

Never mind that the EU totally failed at the tagkcoeating jobs. The EU official
unemployment rate reached 10.4% in June 2012, Sthin (24.8%) and Greece
(23.1%) leading the way into state-sponsored idienBo matter what, the EU wants
to be right and it wants to tell others how thegudd manage their affairs.

The above statement also highlights the strongreledi leftist politicians to assign
categories to people and condescendingly definér tleeel of ‘vulnerability’
according to the category they belong“foo often, the most vulnerable members of
society (women, children, the disabled, the eldeaty.) are left behind”

If you are a woman or a senior citizen, then youstbe a vulnerable member of
society who, evidently, needs help from the stieersely, if you are a middle-aged
man, then clearly you must be a powerful membesoafety who, evidently, needs to
be taxed heavily in order to help the other grodg®y deserve help from you by
virtue of their intrinsic vulnerabilit{?.

2 Also see the article on Europe’s obsession witidge-equality statistics in Part IIl Welfare.

75



The shambles of UK universal benefits

For any economy, the provision of welfare by thetestis a severe, long-term drag.
One of the reasons for this is that welfare is veftgn auniversal service. It is
provided to citizens regardless of their own resesr

In the UK, even millionaires receive a state pemsiftsee’ healthcare services, child
benefits, ‘free’ school services, unemployment lignand the list goes on. As a
result of universal services, the cost of welfard&european countries is many times
higher than what it would cost simply to providdg® destitute people.

In defence of universal benefits, left-wingers oftelaim that it would be too
expensive to assess the resources of each indivBuait is very easy for the state to
assess resources simply by looking at how muclesak person pays each year on
their income, properties and assets.

There is absolutely no justification for the proweis of welfare services to high
income earners. In fact, true welfare should bgetiexd at destitute people and other
people in serious difficulty — not working peopléavcan afford to pay for their own
healthcare, education, etc.

Left-wingers also defend the operation by the stditeervices like health care and
education. But the existence of welfare does nstifjuthe operation by the state of
these services.

The state could just as well provide welfare byntairsing all or part of the health
care expenses made by individuals at private-séeaith care providers. This would
give individuals more choice while allowing compietn to take place. The fact that
the state prefers to operate its own facilities oaly be explained by the desire for
more power and control.

Sometimes, we hear the argunfénihat it would be ‘humiliating’ for recipients if
welfare was based on means-testing, or if voucaedsgoods were distributed rather
than cash. But when we talk about welfare, theeigsiicostis paramount — not the
issue of the psychology of recipients.

Actually, it would be a good thing for welfare rtotbe perceived as something that is
convenient and appealing. Because welfare shoultbas genuine needs and not be a
convenience. If welfare is not perceived as attracthen only people with genuine
needs will apply, thus limiting costs.

Because welfare is based on taxation, it restderitteft of resources from innocent
taxpayers. Through this action, the state impofiegsts citizens. Therefore, welfare
provision should be kept to a minimum.

Another argument of leftist§ against restricting welfare to the needy is thedple
would then have no incentive to save for theirrldife, and instead would have an

3 See for examplbttp://straysilvers.blogspot.co.uk/2012/01/to-hptmr-help-everyone.html
" See for examplbttp://blogs.independent.co.uk/2012/06/10/why-pickrich-pensioners-bus-passes/
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incentive to impoverish themselves in order to takwantage of welfare. But this
could only happen if welfare was perceived as baitrgictive and generous.

If welfare is limited to emergency help provideddestitute people and other people
in serious difficulty, then it cannot be seen alfesstyle choice. Likewise, if state
pensions are considered to be jwhen people have an incentive to increase their
savings in expectation of their later life.

If a government really wanted to encourage peaphdrk and save, it would focus
on reducing or abolishing income ta¥esiot on the creation of a far-reaching welfare
state which itself would guarantee the need foh eyels of income tax.

The very idea that a healthy person could expredssae to get onto welfare is a
symptom of an over-generous welfare system. Buteifare cannot ever be seen as
last-resort assistance, and must be seen as a rtaiidolifestyle choice, then it is
better to abolish welfare entirely.

The sinister truth about the Left is that leftidts not really want to help the poor -
they could do this through personal charity, iftleanted to.

What they really desire is for the state to extesctnuch money as possible from the
people they perceive as being richer. Ultimatehys is the reason why universal
benefits exist. Well-off left-wingers are only viiiy to help the poor if they
themselves get a bigger piece of the action.

They do not see welfare as a system designed toderemergency help to poor and
unfortunate people in desperate situations. Theyits#s a system designed to protect
themfrom any risk of losing moné{, There is no clearer indication of this than the
attitude of left wingers towards houses. They whetstate to protechemfrom the
risk of having to seltheir house, which they presume is a traumatic expegienc

Many senior citizens own a house (or two) and tbeyld sell it and convert this
capital into an income flow that would allow themlive within their means in rented
accommodation, without any support from the stBid. left-wingers do not make a
difference between a senior citizen who owns a éougrth £ 200,000 and a poor
worker who is barely able to survive one day atreet

They think nothing of taxing the workérso that the senior citizen can live
comfortably in his house without having to worryoab selling it. For them, one of
the many functions of the state is that it shoultutgrt people from having to sell their
house, period.

S Or if state pensions are replaced with food votehed cheap communal accommodation.

8 Because an income is the main reward for work,iaogme tax reduces the reward for work.

" Hence the left-wing support for compulsory caruiaice, bank bailouts, or the many measures
introduced by the government to prop up the rettesnarket — a real orgy of interventionism.

8 Or higher-income workers, for that matter. In fastealing from high-income workers is no less

immoral than stealing from low-income workers. Batbtions are evil and both have disastrous
consequences for people and the economy.
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Quoting from a recent Greek news artile
<< Prime Minister Antonis Samaras said on [22 Aug(l3] that the government will completely
protect the main residences of poor Greeks affduyetie crisis >>

As this article shows, for a government bureaudhate is such a thing as a << poor
house owner >>. Such bureaucrats would much ratioene to the rescue of
irresponsible house buyers than do anything indawd responsible people who have
decided to live in cheap rental housing due tdiiga housing prices.

For welfarist bureaucrats, it is important to bdeato say that ‘the government is
protecting people’ and ‘doing something’. They wdapendentpeople and have no
use for free, responsible people.

Britain in the late eighteenth century did not am#compassiorwith socialism.The
fact that Britain offered great economic freedoniniividuals was probably a major
contributor to the emergence of the Industrial Ratvon.

Other significant technological revolutiossuld be happening even now — but they
don’t because the Western world chooses to dd #lleowrong things and none of the
right things. One of the wrong things it does isrgece economic freedom for the
sake of oppressive welfare states.

Welfare turns people into serfs

Welfare is a charge on productive society and arsiite. It makes userf$° by:

- Increasing house pricethrough an artificially reduced house supply. @&tpf the
housing stock gets allocated to people who otherwiguld have stayed with parents
or shared with other people.

- Increasing the price of using a cdhrough insurance laws. A mandatory car
insurance scheme forces people to buy insuranagelip increasing insurance

demand atrtificially. Insurers fully take advantagé this state-given bounty by

charging the highest prices they can get away with.

- Increasing the tax burdeiThis burden is required to pay for the incomedbigén
housing benefit, child benefit, pensions and otezrefits of people on welfare. Any
poor persomot on welfare must contribute to the welfare thatytde not receive,
because it would be impossible for the state tegga enough tax money from just
taxing ‘the rich’.

- Creating broken familieswhen the state assumes the role of provider tmgo
mothers, there is no more need for a father. Tightsist disagreement with a man
becomes a good reason to split up. When the statédps an income and an entire

9 Seehttp://www.ekathimerini.com/4dcgi/_w_articles_w&itd_23/09/2013 519762
8 In the meaning of someone who lacks freedom arali/forced to work for the local lord.
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house to all single mothers, the offer is too goeodoass up. Once the family is
broken, the risk that children will not be propegljucated increases tremendously.

Additionally, welfare makes umdolent by reducing the incentive to work and the
availability of work:

- It reduces the attractiveness of wdrk reducing the net wage. Any increase in the
income tax reduces wages by an equal amount, makioiy a less attractive
proposition.

- It reduces the unattractiveness of idlen®sseducing the discomfort of not working
and the fear of losing one’s job. The natural disatiages of being idle, i.e. not
having an income and not having your own placddg, are removed.

- The receipt of benefits over a long period creatdalse belief of entitlemena
sense that it is right for others to work for y8ut it is no more right to ask people in
Europe and the US to work for the benefit of poeogle in India and China, than it is
to ask people within a country to work for the bi@nef poor people in the same
country.

The only person truly responsible for the well-lgeof a capable adult is that person
himself or herself. There is no reason or justifarafor totally unrelated others, near
or far, to be made into serfs for the benefit ad geerson.

When a welfare state is imposed for a long enowggto@, even the well-off come to
believe that they are owed something, that peoplstbe enslaved to pay for their
pensions, healthcare costs, child expenses, aed @ihtine expenditures.

- By imposing minimum wages, special rules on d&sais, and special requirements
on employee pensions, employee sickness and engplmjelaysthe incentive for a
would-be entrepreneur to launch a company or hitpl@yees is greatly reduceés

a result, the levels of job creation, product cozatind wealth are greatly reduced.

A person who knows cooking, cleaning or shoppingilbanot be unemployed in a
free market if they were looking for work. But inj@go market shackled by welfare,
such a person may well decide not to work; oreiflshe does decide to work, he/she
may well fail to find even a simple job.

As a last resort, the government may see to theivedirof destitute people, by
providing shared housing at the lowest cost posdiblitself (i.e. taxpayers). But it
should not provide a comfortable lifestyle to peomther than those who are
genuinely unable to work, genuinely resource-esd genuinely unable to find help
from family or charitie¥".

Any other kind of welfare is simply an abuse ofdoant taxpayers. Even this much
welfare may be too much, if it gives the state stification to expand the welfare
state. If the only alternative is to have no welfar a bloated welfare state, then the

81 When private charities, families or replacememifies can provide help, help should come from
them and not from the state. The state is notlacement family and it should not be seen as such.
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only acceptable option, the one that does not faaerihe economy for the sake of
false compassidf is to not have any public-sector welfare at all.

If they had any conviction and integrity, right-wgirparties would campaign on the
unfairness of the Left. Usually, they campaign dme tissue of economic
managemefit but they completely surrender the moral argument.

They reluctantly agree with the Left that beinghris a sin which must be punished.
For many on the Left, inequality is a crime everrenevil than theft. They naturally

conclude that theft is justified in order to fightquality and help the elite caste of
bureaucrats.

But it is unfair to take away the fruits of one'abbur, unfair to give someone
something for nothing, unfair to provide housessiogle mothers, appalling and
unfair to provide pensions to the rich, and untaiprovide a cash income for each
baby a mother has.

And it is cruel to inflict poverty on people by tag them not only with an income tax
and a house tax but also with stealth taxes lik§ MAflation, employer contributions
and mandatory insurances. In essence, all formeditribution constitute amoral
favouritism, and should be presented as such biRiilet.

The myth of EU tax harmonisation as a way to resolv e financial troubles

Occasionally in the EU we hear economic analystsimgathe wonderful claim that if
only the EU could be just a little bit more inteig@, with a harmonised tax system,
then the member states would resolve many of de@inomic problems.

The reasoning, here, is that since entrepreneutrsnamstors are free to move within
the EU, naturally they choose to move to regiorth &ilower rate of tax, worsening
the financial difficulties of EU regions with higheates of tax. Therefore, the
argument goes, tax harmonisation would stop comggafiom moving away. This
reasoning does not stand the slightest scrutiny.

Firstly, the EU is not the world. If equally higbvels of tax were imposed all across
Europe, people with capital — the ones with the tnfcsedom to move — would
naturally choose not to grow companies in Europe.

Instead, many of them would move to places liket&viand and everywhere else in
the world where taxes are lower. Far from improvihg situation of indebted

countries in the south of Europe, the harmonisatibtax would spread economic
misery onto every EU country.

82 Compassion based on stolen money is what | cisk feompassion. A crucial element of genuine
charity is the fact that it is provided willingligecause of this, no expense made by the state tasing
money or state debt can be said to be charitable.

8 That, too, without any great conviction.
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Secondly, let us take the reasoning to its logicaiclusion: what if high taxes were
imposed everywhere in the world with a global hamieation agreement? Surely,
there would be nowhere for talented wealthy petpkscape to.

Well, in this case, we would see a global decraasevels of investment and

entrepreneurship. If mankind deliberately destrajlsopportunities to develop a

profitable company, then mankind will simply stopveloping such companies. Far
from improving the financial situation of welfartates, a global harmonisation of tax
would spread economic chaos and misery on a seakr seen before.

The desire to somehow ‘corner’ wealthy, talentedpbe in a high-tax region is a

typical leftist sentiment. It is a negation of thatural human desire to succeed for
one’s own sake and for the sake of one’s own fanahd not for anyone else and
especially not for an inhuman machine called ‘tiages.

There is no justification for imposing the sameigek over a block of countries,
because not every country is the same, not evemtgohas the same people and not
every country has the same desires.

In the one area where a united Europe would befioeale the development of a
common language, the EU institutions are completdigent. But in every sector
where they can be harmful, they are present. Treisam see that government at the
supra national level presents the exact same uatdsicharacteristics as government
at national level and local level.

Aside from tax harmonisation, another issue thabpgean politicians like to mention
when they seek to get elected or re-elected issthee of tax simplification. They
rightly observe that their socialistic tax codes awer-complicated. Once they get
elected, politicians quietly discard their plans.

Politicians have no interest in creating a simpbe ¢ode. If the tax code was simple,
then it would be immediately obvious to the pedmpbev much they pay in tax. They
may then clamour for lower taxes. Lower taxes tasulveaker government, the very
last thing that welfarists desire.

It is much easier for a government to increasettital tax take by deploying a
multitude of small taxes that affect different gosu This tactic allows the
government to avoid giving the appearance of tatmogmnuch from any single group.

Robotisation does not justify welfare

An argument of welfare proponents is that societyeventually develop robots that
will be able to do all our work for us. The argurhgoes that companies will not need
to employ people any longer. Thus, the state waNehto be their only provider,
perpetually stealing wealth from the robot ownensl ajiving it to the now-idle
workforce.
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As with so many ideas originating from the lefte targument does not stand any
amount of scrutiny. Society has not been waitingtiiss argument to develop robots
and other automation technologies.

Have we seen joblessness increasing in proportorolotisation? Of course not.
People still get employed. Why? Because an emplay/@eresource like any other,
and it will remain a resource like any other in theire.

A resource has a cost and a usefulness. In a fagkemm prices adjust themselves all
the time to demand and supply. This produces atigtu of full employmerit at all
times. This is why we see unemployment rates diosro in places like Singapore,
regardless of the development of technology.

The situation of a man competing with a robot isdiferent from the situation of a
man competing with another man. When more menaaiang for work, wages must
decrease so that companies hire people in greatebers. If you add robots into the
mix, wages must also decrease so that people reangitoyed. But because humans
have usefulness, they will continue to be emploged their wage will never drop to
zero.

Therefore, the argument that people would suddidg their jobs and incomes is
invalid. At best, one could make the argument thages would fall to a level that
would not allow people to survive. But even thiguanent is unacceptable.

First of all, it is impossible to determine whaivang wage means. Individuals do not
all have the same needs. People do not all neadant the same lifestyle. Some
individuals have a house, so they don’t need torpayor mortgage instalments.

Some individuals have children, so they need tofpayheir care. Some individuals
live with their parents. Some individuals have acome from owning shares. Some
individuals have an income from selling a digitedqiuct.

Each person has a different situation and a diftdifestyle. Because it is impossible
to determine what a living wage means, the argurokleftists that everyone must be
paid at least a ‘fair wage’ or ‘living wage’ is whless.

Secondly, the cost of living will plummet if we evdevelop robots with the ability to
perform any kind of human work; particularly if #erobots are cheap. Whenever
companies manage to reduce their costs, they éaml &b increase their supply.

The total increase in supply would quickly resal&i sharp decrease in the price of all
products produced by robots. If products like faodl houses are much easier to
produce, then the cost of living plummets. Anchi tost of living plummets, then the
government does not need to step in to save s all

8 Even in a purely free market, it would not be sisipg to see an unemployment rate of 1% or 2%,
simply because people who decide to change jobgrallgt need time to find another suitable
employer. This is called frictional unemployment.

8 Much to its sorrow!
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Thirdly, people are not idiots. If robots can berghased to do any work that
previously people were doing, what would be stogpivem from acquiring their own
robots to cater for their own needs?

You put a robot in your garden and he will grow yown food. You acquire a robot
to publish your own newspaper. You acquire anottaot to distribute that

newspaper to people. Far from killing capitalisnhea&p robots would actually
multiply entrepreneurial economic activity, thredtey the role of the state as a
provider.

Fourthly, we should never forget that a free martteés not remove from good
people the desire to help others. A free marketalgood people to help others by
allowing them to keep the fruit of their own labour

In a socialist society, almost everyone is poolessthey get special advantages from
the state. In a capitalist society, the majoritypebple become prosperous and the
poor get relief thanks to the charity of good peopl

From this discussion, we can draw the conclusiat tapitalism is not in any way
threatened by the development of technology. Tiet cbeach resource determines
its use, regardless of how many resources areaé@iand in what quantities.

Multiple personalities disease: government’s attitu de towards the free
market

Have you ever noticed how most welfarist governmeeem to be perfectly satisfied
with a (relatively) free-market approach for somsere@mic sectors? Let’s count some
of them: Retail, Food, Drinks, Cars, Computers,niure, Chemicals, Hotels, Taxis,
Cosmetics, IT services, Telecommunications, ClagthilBooks, Video games,

Cinemas, Advertising.

On the other hand, all welfare states are adambatitathe state management,
complete or partial, of certain economic sectorkeyrl often include Education,
Housing, Hospitals, Drugs, Trains, Buses, Banksyidance, Job agencies, Aerospace,
Airlines, Energy, Water, Waste collection and deglp TV channels, Telephone
networks, Casinos and lotteries, Science, Intevnatitrade, Agriculture.

Naturally, one is led to ask the question: if tll@gynment deems that the free market
is good enough to supply food, then why in heaveaise does it feel obligated to
get involved in education, housing, healthcardweais and any of the other sectors it
routinely mismanages or interferes in?

The answer is probably a mixture between a desirepbwer and a reluctant

awareness that only the free market can providditguproducts in sufficient
guantities.
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The desire for power is obvious in senior governnafficials® of all nations. But
with this desire alone, the government would hawdssue managing all sectors of
the economy in the same fashion as the former Sdaion, the Khmer Rouge
Cambodia or the current North Korea.

Government officials in welfare states are well evinat if government was to run
all sectors of the economy, shortages would beani@ quality would plummet. The
result is a bizarre compromise whereby governmed Hecided that it would
mismanage as many sectors of the economy as posathbut giving the impression
or appearance of failing.

For if government botches the education of childsehno will complain? In order to
complain about quality, one must have a referemsetpChildren, obviously, do not
have any reference point as to what the qualigdofcation can be.

And if someone is misdiagnosed and dies early, iwho complain? The dead person
certainly cannot complain, and his family can r@sdured that the National Socialist
health services have done all they could to hedpplerson.

And what cold-hearted person could ever complaouathe generosity of a state that
freely hands over residential properties to poapte and people who are not poor
but well-connected?

If the state was to manage the sectors it speltyfichooses to avoid, its flaws would
become more obvious. That would put the state nmuah more vulnerable position,
particularly in countries that follow the ritual efections.

A modern myth: making insurance compulsory reduces its cost

A much-loved argument of insurers and the governrngethe idea that somehow the
cost of insurance can be reduced by making it #anoé not to buy insurance. The
argument goes that the more people buy insurahedess each person has to pay to
cover for the total cost of insurance claims. Unfoately, this argument is not
supported by observation or theory.

Let us review a bit of evidence. A study condudigdinsure.com and published in
2012 in the magazine Forbes showed that the avenragaeal cost of car insurance in
the US state of New Hampshire was $1,133. New Hhimpss one of the few places
in the world where car insurancenist mandatory.

In the ranking of US states from the one with theapest car insurance to the one
with the most expensive car insurance, New Hameshis ranked " out of 50.
Louisiana was ranked last with car insurance pri#2836 on average.

8 Obviously, they do not give voice to this desbiet instead pretend that they have a great vision t
make society a better place. What this means ighieg have a great vision of their future lifestyl
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Immediately, we can see that the claim of ‘morepbeolower price’ is completely
bogus. If the claim was true, then New Hampshiuihbe one of the states with the
most expensive car insurance.

Now, let us review the theory. Firstly, let us assuthat insurance is a purely non-
profit process without any cost other than the auspaying claims. Let us also
assume that the risk of accident is equal fomalividuals.

In such a situation let us now assume that outefye100 insured people, every year
one of them gets in an accident and makes a cla$t@000. In this case, the cost to
an insurer with 100 customers is $10,000 per yEaerefore, the insurer must seek
premiums of $100 per yé4from each customer in order to cover claims.

Should this same insurer acquire another 100 custnthe cost of claims will
increase from $10,000 to $20,000. Therefore, theurgr must continue to seek
premiums of $100 per yé4from each customer.

Hence, when insurance is a non-profit process, iadididuals present equal risks,
then increases in customers come together witreases in claim payments. The
result is that premiums cannot decrease.

Right here we can see that there is no basis tacldimn of ‘more people, lower
prices’. In fact, there is every reason to beliélv& insurance prices increase when
insurers get bigger.

Insurance is an entirely for-profit business that lmany costs other than paying
claims. It is strictly regulated (manipulated) lgtes, dominated by a few companies,
and it often deviates from the principle of payprg-established claims.

Since the level of insurance claims each year mgldmentally uncertain, insurers
need a lot of reserves in order not to go bankaupta bad year. It follows that
governments feel justified in strictly regulatingetinsurance sector.

Naturally, only a few large companies, well-loveg the government, can comply
with the heavy regulation. The result of heavy ftation is the creation of an
oligopoly, i.e. a market dominated by a few largepanie®’.

As a general rule, the level of competition betwdems in any market is
proportional to the number of firms in that mafReThe more companies there are,
the more intense the competition. So the insuraigopoly is a market with low
competition and high coordination between providers

87 Because $10,000 divided by 100 is $100.

8 Because $20,000 divided by 200 is $100.

8 Also see the paragraph on 'How the governmentfitefrem creating oligopolies and monopolies'

in Part IV Corporate Welfare.

% However, note that competitive pressure can cawom fictual competitors but also from the threat
of new entrants. Therefore, a completely free aneguiated market always offers a high level of
competition, regardless of the number of compaimiabe market. But in markets shackled by state-
created barriers to entry, the number of compathdes indicate the level of competition.
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The low level of competition allows insurers to yide products at a price much
higher than the cost of production. In other wottig, total of premiums can greatly
exceed the total of claims, because customers tihiawe the option to switch to a
cheaper provider.

In effect, the price level is unrelated to the prcttbn cost. Should the total income of

an insurer increase thanks to an increase in cestiihe company does not have any
incentive to reduce prices. Assuming claims dondrease, the income increase is
totally converted into profit for the insurer.

In this situation, the only factor that would warkfavour of a price decrease would
be a decline in demand. But with insurance beingdatory, there is no risk of a
decline in demand.

Hence, mandatory insurance is a gift from the gowvent to insurers, and a pure
transfer of wealth from the population to insutéré company that does not need to
convince customers to buy its products does nad teeeeduce prices, ever.

Conversely, when insurers must contend with arinaeket where individuals are free
to buy their product or not, as they do in New Hahige, they are forced to cut their
prices simply to attract and retain customers.

The Economist and left-wing brainwashing

On 31 May 2013 | had to wait some time before lldgaick up drugs at a pharmacy,
so | went to the Tesco supermarket to read the nragaalled The Economist. The
cover story was about the increasingly liberal rakiyt of young people in Britain.
Naturally | was interested: what did they meanibgrial?

‘Liberal’ and ‘progressive’ are two words that hdwest their meaning in the English-
speaking world, because of their abuse by politidliberalism’ in particular could
either refer to a European-like socialist governtnen to the opposite, a libertarian
government. In addition, saying that someone Iaral’ could also be interpreted as
saying that the person is a libertine — again allyodifferent thing.

Upon reading the article it became clear that wihay really meant waslassical
liberalism, in other wordslibertarianism. They meant that ‘young’ people (anyone
born after 1970) are more supportive than oldepleeof a freer society based on low
taxation and the acceptance of all attitudes tosvaeckuality and drugs.

Logically one could wonder: why did The Economist nse the word libertarianism?
My theory is that The Economist is fundamentallief-wing newspaper. It is left-
wing in the same sense that the UK Conservativey parleft-wing, or the French
UMP party is left-wing. In this writer’s opinionhése parties are left-wing because
they support socialist institutions. They only pi@yservice to libertarian ideas.

1 And the government, indirectly.
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Like the magazine The Economist, these parties ma&g a crude understanding that
economic liberalism is a superior system in theBuyt because they are afraid of the
potential consequences of economic liberalism, greycontent with preserving and
defending the institutions of socialism.

They lack the integrity, principles and moral vauequired to defend libertarianism.
In other words, they have been brainwashed. Reatiegairticle in The Economist
makes it more obvious.

The article begins by claiming that The Economsstai long-time supporter of
classical liberalism. But later in the article,ist insinuated that when the ‘young’
people of today get older and their ‘knees arenigil then they will start supporting
the welfare state.

What does this mean? In essence, there is a sigygélat the libertarianism of
young people is only valid as long as they standéaoefit from it. There is a
suggestion that as soon as these people wouldveesebsidies, they would then
return to the fold of wise statists.

At some other point, an insinuation is made thatytbung people of today are more
‘hard-hearted’ than their predecessors. | find uke of this expression particularly
revealing. It indicates that for The Economiibertarianism is hard-hearted: a
cruel and insensitive ideology.

This is exactly the kind of discourse one would entpfrom leftist ideologues. The
true feelings of The Economist are revealed tohieesame as those of socialists. The
free market is perceived as a dog-eat-dog, savagkl where the weak are preyed
upon mercilessly by greedy, heartless capitalats, then left to starveand die an
agonising death in the street.

Despite all the evidence in support of capitaliime Economist does not believe that
the free market is more effective than the statalaviating poverty, hunger, disease
and other social ills.

The careful exclusion of the word ‘libertarianisaiso points towards a reluctance to
promote the ideas of libertarianism. This word isntioned only once in a one-page
article. It is buried in the middle of the articlend certainly not mentioned in the
magazine’s cover.

In the same article, The Economist depicts the UltHitical party as ‘the most
disruptive force’ in today’s UK politics. The arécdescribes UKIP as a party hell
bent on limiting immigration and taking the UK awépm Europe. However, any
libertarian living in the UK would think that thdti@ude of The Economist towards
UKIP is laughable. UKIP is probably the only gerelinlibertarian party in the UK!

92 A recurring accusation levelled at capitalismhiattit makes people starve. But it is the free miark
that guarantees that the demand for food is meahéysupply of food. Inversely, communism is the
system that guarantees the occurrence of foodaest forcing people to starve. Also see the articl
on Would a majority ever vote for a libertariantgar
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In this writer’s opinion, UKIP does not intend solate the UK but to reduce the size
of the state. Certainly a libertarian would suppfvele immigration flows; but a
libertarian would support the abolition of the vee# state first and foremost. As long
as the welfare state is alive and well, immigrai®a potential burden for taxpayers.

Therefore, plans by UKIP to reduce immigration makese as part of the transition
towards less state intervention. Likewise, a polafyindependence towards the
European Union only makes sense considering thanH#tives are, more often than
not, socialistic in nature.

The bias of The Economist towards left-wing idesafurther confirmed in the article
that follows the one on the mentality of young deopn the next article, they
reviewed poverty initiatives around the world. Todsthe end, a suggestion is made
that redistribution initiatives are effective in reducing poverty. This point oéw
cannot be reconciled with the earlier claims maygl@fse Economist that it is a long-
time supporter of classical liberalism.

If it does not come from the state, it does not hap  pen

A cornerstone of the statist mentality is the itlest the free market cannot be relied
upon, that services offered by the public sectouldigimply not exist if they were
not provided by the state at taxpayer expense.ifibeis often used by politicians to
justify any supposedly well-intentioned spendinglhy state.

For example, here is a recent statement from thegean Commissiort

The European Commission has earmarked some €156mullifunding for 20 new international brain
research projects. It will bring the total EU invastt in brain research since 2007 to over €1.®hill

[..]

European Research, Innovation and Science Commssididire Geoghegan-Quinn said: “Many

Europeans are likely to be affected by brain-relatsgase or illness during their lifetime. Treating
those affected is already costing us €1.5 millimerg minute and this burden on our healthcare
systems is likely to rise as our population agasirBresearch could help alleviate the suffering of
millions of patients and those that care for theémlocking the secrets of how the brain works could
also open up a whole new universe of services amlipts for our economies.”

So we are already spending EUR 1.5mn per minutiisnssue (through statist, tax-
funded health care systems) but, hey, why don’tspend even more of your tax
money for the same purpose?

The last sentence really highlights a total lackagth in the free market. In spite of all
evidence to the contrary, the EU Science Commissi@annot imagine for one
second that a market free from government intemfsgevould develop the products
and services that people need.

93 Seehttp://europa.eu/rapid/press-release_IP-13-380tran.h
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All over the report, the underlying assumption igac. we know better than
companies. We know what is good for you. We knovawkind of research we must
undertake. We must take your money for it. And & don’t do it, no one will, and
you will lose out.

In the same vein, let us now have a quick looleaént statements from the European
Commission concerning smart photfes

<< European Commission Vice President Neelie Kroes:n&mers increasingly care about their
Internet being fast enough to watch videos [...] thoise who run businesses from their home, speed is
also a competitiveness issue. Consumers now foouboth speed and price when making their
choices.”

[...] over half (54%) of households limit their natel and international mobile phone calls because of
concerns about cost. Kroes says "This is the srhargera, where high quality mobile services are an
essential part of daily lifelt's not acceptable for half the population to be imiting their phone
calls because of cost issues>

Here, the good commissioner is letting the littkople know how essential smart
phones have become to their life, just in case théyot know it yet. People who, for
a reason or another, have no smart phone or (hdaxtad) no mobile phone, are no
better than cavemen. They are almost an insulhéogreat European empire, the
paragon of modern technology.

The last statement really oozes arrogance and agonstupidity. It could be
rephrased thusly: “In our great wisdom, we the lpaem Commissioners have now
decreed that people must not take cost into coraida!”

Remember that our so-called elites are all haré-d¢teynesiarfs: consumption is
paramount to them. Heaven forbid anyone shouldtfestl they have to restrict their
mobile phone use because of the insignificant isueoney and cost.

% Seehttp://europa.eu/rapid/press-release_|IP-13-660tran.h
% See the article on The fatal flaws of KeynesianisnPart VII.
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Part VI Justice

When a serial murderer is caught in Europe

The chain of events that unfolds when a serial enadis caught in Europe typically
involves the following people and the following pestive declarations:

Head of Social ServicesWe need to create a psychological support cellthe
victims and the presumed perpetrator. Exceptionales create exceptional trauma.”

Psychologist: “We need to fully understand the psychological soes of the
presumed perpetrator. Exceptional criminals hawegtonal minds.”

Defence Lawyer‘We need to make sure that the presumed perpetisataroperly
defended and that his human rights are fully regged=or an exceptional case like
this one, only the very best defence lawyer wil'do

Judge:“We shouldn’t judge this case too hastily. | wiked an expert commission to
review the facts for me.”

Prison Manager:“Our entertainment room is at full capacity at thement, so we
will need an expansion project. Exceptional offesdeeed exceptional facilities.”

Politician: “We shall fully understand the complex causeshd trime and, thanks to
my zealous efforts, we will make sure that thisritde crime can never happen again.
We will protect you, the people, at all costs. Gantrol will be tightened and video
cameras will be deployed. Lessons will be leariséelep, good people, sleep.”

Victims RepresentativéThe families of the victims must receive compditsg we
should use the STPPNational Socialist Compensation Fund at once.”

Judge, two years later‘This court finds the defendant guilty, but witktesnuating
circumstances due to his impaired rationality. €fame, the court sentences the
defendant to ‘life’. As you know, ‘life’ means eiglgears in our special taxpayer-
funded entertainment facilities, with release orofgmafter four years. We should all
remember that everyone deservegeond chancé

% Screw-The-Taxpayer-More.
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When a serial murderer is caught in China

When policemen catch a serial murderer in Chimat they identify him, and second
they shoot him until he or she dies. Then theyectbe case. What is the moral of this
story? Simply, that not every criminal needs d.tria

When a crime is obvious, withessed by many, andjthieis undeniable, then no trial
is necessary. This idea is well accepted for maffances like speeding.

But for more serious crimes, representative dentoesamake an exception and
lavishly spend taxpayer money on prosecutors, defdawyers, judges, analysts,
psychologists, assistants, guards and prison peetofll to demonstrate the facts of
a crime that is obvious to all. The cases of Andgghring Breivik in Norway and
Mohammad Ajmal Amir Kasab in India are good exaraple

When the perpetrated crime is an atrocity, thethdsiaould follow swiftly in order to
spare unnecessary expenses for innocent taxpagatsif a serial murderer was
caught and then intentionally shot down in Eurdpe,reaction would be as follow:

Head of Social ServiceSHow awful! Think of the murderer’s family! Two wngs
don’t make a right!”

Psychologist:“We have forever lost the rare chance to undedstha inner recesses
of the mysterious criminal mind?

Defence Lawyer‘My potential client was murdered in cold blood byutal goons.
Hence, the police officers that participated insthtrocity must immediately face
prosecution. For a case like this, only the besyé will do.”

Politician: “The murder of the presumed perpetrator was adosircrime. As you
know, the abolishment of the death penalty is oostrsacred dogma, | mean, belief.”

Deterrence effect of the death penalty

Let us review some of the evidence concerning tstercence effect of the death
penalty. Quoting from the AmericanThinRéwebsite:

<<over the last ten years, several studies havidemtly asserted [...] that capital punishment deter
murders, saving three to eighteen lives for evewy person executed. Dr. Naci Mocan, a death penalt
opponent and economics professor at the Univeosityolorado at Denver, co-authored a 2003 study
and a 2006 study reexamining evidence. The stugliafiate state-level data on the influence of
individuals removed from death row, those execute® those who received commuted sentences
between 1977 and 1999. Dr. Mocan concluded that effect of one execution is five fewer
murders.>>

" http://www.americanthinker.com/2011/02/can_exeautinurderers_save_|.html
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<<Using a panel data set of over 3,000 counties ft®77 to 1996, Professors Hashem Dezhbakhsh,
Paul R. Rubin, and Joanna M. Shepherd of Emory Usityefound that each execution, on average,
results in 18 fewer murders.>>

<<Two studies by Paul R. Zimmerman, a Federal Comecations Commission economist, also
support the deterrent effect of capital punishmemsing state-level data from 1978 to 1997,
Zimmerman found that each additional execution,\@rage, results in 14 fewer murders.>>

<<Using a small state-level data set from 1995 9891 Professor Robert B. Ekelund of Auburn
University and his colleagues analyzed the effeat £xecutions have on single incidents of murder
and multiple incidents of murder. They found the¢@itions reduced single murder rates, while there
was no effect on multiple murder rates.>>

If we are to believe the above studies, each eketof a murderer saves of number
of innocent lives in the region where the executiakes place. This is because a
number of potential murderers are deterred by ttuspgect of themselves facing

capital punishment.

However, this is a controversial subject, so pleotyother studies contradict the

assertion. But in this writer’'s opinion, it is emgtuto compare the murder rates of
large cities in countries with a lenient justicetgyn to the murder rates of large cities
where judges are not afraid to use the death pgenalt

The fact that overall crime rates and murder raresmuch lower in Singapore and
Tokyo than in Paris, London and New York is su#fiti evidence to believe that yes,
the death penalty does indeed protect innocezeais.

The death penalty is also recommended by the BiQeoting from the Old
Testament, Leviticus 24:17: ‘He that killeth anyrrehall surely be put to death’. In
this respect at least, one could say that Chirdoser to the teachings of the Bible
than Europe, a supposedly Christian continent.

When you take into account the reduction of co8is, saving of innocent lives
through deterrence, and the respect of religiolssywnly one conclusion can be
made: that Europe should not have abolished thth gemmalty or lectured any other
country about it.

Imprisoning serial murderers is really a triple giiment for the population. The
population suffers first from the loss of innocéwnés at the hand of murderers. Then
it suffers to see that justice is not being dorastly, it suffers by having to pay tax
towards the cost of housing, feeding, entertaiming guarding murderers and giving
them health care.

Whenever crime is perceived as increasing in ampfgan country, politicians from
both the left and the right can be heard complgimibout the lack of police presence.
It is the traditional behaviour of a politician ¢all for an increase in the size of the
state as a solution to any and all problems. Crinm® different.

However, in the case of Europe, increasing the raunolb police officers is not the

solution. This would do no good unless the justigstem was reformed. Sentences
must be sufficiently painful (literally) to detes anany people as possible and they
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should also guarantee that dangerous individualgeanoved from society. There is
no point in catching criminals when the justicetegsreleases them soon after.

Singapore provides a good example of a justiceeryghat provides better results
than the European and American systems while neguifewer police officers.
Quoting from TheologyOnline.coth << Singapore and Los Angeles have equivalent
populations, yet in one year Singapore had 58 msrdeost followed by swift
execution) while Los Angeles had 1,083.

This means that on that year, for every murder cittradhin Singapore, 18 murders
were committed in Los Angeles. If that is not detace, | don’'t know what it is.
Deterrence does not have to be 100% effective tyréatly desirable.

Because of the weak law enforcement in Los Angelesty year 1,000 innocents die
at the hand of murderers. And all of it because Angeles does not have the courage
to deal with evil people the way it should. Thedaiporean deterrence is also due to
the use of school and judicial corporal punishmé&ir example, Singapore is not
afraid to cane rapists.

Rapists survive the punishment, are less likelyetoffend, and require shorter jail
sentences. At the same time, justice is seen tdobe. But in Europe, society has
descended into such a state of pusillanimous fesaiion that even the worst
criminals may not be touched for fear that theiegmwus human rights may be
violated.

A lenient justice system is a symptom of a soctagt has lost its moral compass; a
society where it has become dangerous or polidaltorrect to declare that evil
actions are indeed evil and that good actions radedd good. It is in the interest of
politicians in representative democracies to pramolose sense of morality.

Should a strict sense of morality prevail in angisty, politicians could be accused of
numerous crimes: the relentless pillaging of citgethe restriction of freedoms, the
participation in wars of aggression like the 2008ql war, the use of torture, the
creation and fostering of monopolies, and thegiests on.

Some crimes are 100% certain

An argument that is often mentioned by opponentsaogh sentences is that no crime
is ever certain. If no crime is ever certain, tiemocents may be unjustly sentenced.
But it is plainly false to say that no crime is eeertain.

Many crimes are 100% certain. This is the case ev®nmany unrelated people have
directly witnessed the crime, or when several polidficers catch a criminal red-
handed, or when the weight of evidence is crushkimgpssibly because of repeated
offences by the same person. In such cases theoedsubt whatsoever about guilt.

% http://www.theologyonline.com/death.html
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Because many such cases do exist, the above arg@paimst sentences like the
death penalty, corporal punishment or castratidnvalid. To say that such cases do
not exist would be equivalent to saying that the suay be filled with chewing gum,
simply because no one has actually gone insideoweptherwise.

A perfect, god-like level of information is nevamquired to have a perfect certainty of
most facts. It would be hypocritical for someonectaim that a perfect level of
information is required.

A person making this claim probably opposes haesttesicing not on the basis of the
risk to innocents, but on the basis of an unspdiadief that the justice system should
be lenient with everyone because ‘no-one is coraleguilty and no-one is
completely innocent’.

The fact that most courts only require to prove sone’s guilt beyond a reasonable
doubt is totally irrelevant to the fact that for myacrimes,. guilt is completely certain.
In these cases, there is no reason to limit semgno prison terms, especially
considering that sentencing the person to a ptision would most likely be costly to
societyand inefficient in terms of deterrence and the redurctof the re-offending
risk.

The fact that many criminals in Europe commit cignadter spending several years in
prison shows that many criminals are not deternegaib time. In the mind of these
criminals, jail time probably represents nothingrenthan an annoyance, a hindrance.

It stands to reason that flogging or caning shduddused to reduce the rate of
recidivism to the minimum and reduce the need fxpeasive prison stays. The
empathy that we may feel for criminals as fellowrtan beings should never trump
the desire to protect innocents.

Detroit's bankruptcy

On 29 July 2013, Peter Schiff on Peter Schiff Radiked about the bankruptcy of
the US city of Detroit. He wondered how to get D#&tback on the right track,
considering that most people in Detroit are handupporters of the US Democratic
party. Surely these people will never vote in favolfree-market capitalism.

Mr. Schiff suggested two alternatives. The firse avould be for the city’s leadership
to be taken over by outsiders. The other wouldob&low Detroit to hit rock bottom,
forcing the city reluctantly to accept the polictbat would actually work.

Other people online have suggested to transfornroideinto an independent,
libertarian city similar to Hong Kong or Singapore.

In this author’s opinion, the best outcome would dohieved by wrestling power

away from the city’s bureaucrats. After all, if D@t chooses not to reform, it will
then become an increasingly heavy burden for thee sf Michigan and the US
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federal state. Therefore, it is legitimate for Mgdm or the federal state to take action
to prevent Detroit from becoming a burden.

What is the goal of Detroit’s politicians? It isrgly to be allowed to be a parasite on
taxpayers forever. Detroit’s politicians do not eavhether the taxpayers that feed
them are Detroit citizens, state citizens or feldgate citizens.

Therefore, they will do their best to get bailed by the state or by the federal state.
Just like the socialist politicians in Greece, sloeialist politicians of Detroit will not
willingly adopt policies that would be beneficial titizens.

So Detroit's democratic government should be tap@led replaced by a libertarian
government independent from the state and federargments. But what should this
government do? Abolishing the minimum wage, allolabregulations, almost all
welfare benefits and almost all taxes is only tegibning of the task.

Mr. Schiff pointed out several times that Detrodsha lot of surplus residential
properties. The problem being that no-one wants/éothere. Houses get vandalised
and fall into disrepair.

Law and order is a pre-requisite for prosperitylkifgy about capitalism is pointless
when law and order is not guaranteed. People willlive in a city of crime and
people will not invest there.

One of the things Detroit needs urgently is stri@vgand order. Law and order_is not
established by having the state recruit an arngsgthologists, lawyers, prosecutors,
judges and additional police officers. What law ander requires is harsh sentencing.

If Detroit adopted judicial caning as it is praeticin Singapore, Detroit could
eliminate most of its crime in a matter of monthkis would save millions of dollars
of taxpayer money because of the reduced needrifrpsentences and because of
the reduced level of crime.

Detroit’s situation and standing would dramaticatyprove from the very moment
that strong law and order and strong free-markpitalést policies are adopted. The
price of some houses would suddenly surge from tedsdof dollars to hundreds of
thousands of dollars.

Like Greece, the other thing that Detroit needshb#& a total default on its debt.
Government bureaucrats have no right to transferbilirden of _theimassive debt
onto citizens.

Because creditors failed in their duty of due dilige, it is fair for them to lose 100%
of their investment. It makes no difference tha tenders may be pension funds,
banks and insurance companies, or that the defamaly trigger a string of
bankruptcies.

Contrary to the claims of Keynesian leaders, ameoy is madestronger when

poorly managed entitiego bankrupt, and it is made much weaker when poorly
managed entities are bailed out by the government.
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If the members of the G8 or UN actually had therests of mankind at heart, and not
their petty self-interest, they would create aromdtic system of 100% default for all
entities reaching a debt level of 100% of their GDP

Uncertainty is highly damaging to economies. Crdineed to know exactly when a
country is about to default. Citizens need to krexactly when they will be released
from the burden of their government’'s debt. Pdhiis need to be limited in their
ability to accumulate debt willy-nilly.

But the members of the G8 and UN have no interegbid the safeguarding of their
personal lifestyle and the expansion of state power
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Part VIl Inflation, Spending,
Keynesianism

B o

The problem faced by all countries in the world

The fundamental problem faced by all countiles that a government (any
government) has many reasons to increase its speradid no reason to reduce
spending.

Most economists can agree that in some rare chsdsee market cannot produce an
investment that may nevertheless be required tordugrowth. For example, private
operators may be unwilling or unable to lay a caiti between the eastern and
western parts of a country if the line would hawgass through a large desert region
without customers.

The unwillingness or inability may come from theglmicost of the project or from the
fact that it would take many years for the projextgenerate a profit. However,
through the future increase in trade, we can exgach a project to be greatly
beneficial in the long run.

In this particular case a government could arguablye an economic justification in
commandeering the resources necessary to builththehough it would still lack the
moral justification.

That is not the problem. State spending when ialisolutely necessary is not a
problem. The problem is that when a necessary grggecompleted, the government
is very reluctant to dismiss the workers and @ibiidget.

What was presented as a punctual spending themmescpermanent spending. What
represented a marginal, temporary impact on consuarel companies then becomes
a long-term drain on the economy, a long-term fdorethe impoverishment of the
population.

Since tax is unpopular, politicians in represemtatdemocracies naturally turn
towards government borrowing as a favoured souirfienals.

Unfortunately, the debt that a government issuaheasworst kind of debt because
there is no personal responsibility associated witMany people may not support
the government’s action. Thus, it would be unfaimscribe to taxpayers as a whole
the responsibility for a government’s reckless sio@g and borrowing.

Government borrowing is also the worst kind of banng because there is no
collateral. The government cannot say ‘this is rude, this is my guarantee’. The

9 Or rather, faced by the citizens of these cousitil® governments, spending is not a problem but an
enjoyable pastime.
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only guarantee a state can give is the guaran&eshould it not be able to repay, it
will just impoverish its people by force througlilation, in order to repay.

The fundamental laws of economics

In this article | will outline the set of basic lavdiscovered by economists. They are
widely applicable and easy to observe. Some ofldlaes have a few exceptions.
Nevertheless, anyotf® making statements that run counter to these lawbaply
has a hidden agenda and should be treated withicguspThe rules are ‘ceteris
paribus’: they are valid only when all other thimgsnain constant.

S— S T

Lower Prices result in Higher Consumer Dema. =~

Lower Company Pre >

Example:As a result of the low cost of labour in India,mpadndians employ cooks,
cleaners and gate keepers. A low cost of labowtesea high demand for labdUr

Note that sometimes, companies can increase thadit py cutting prices. This is the
case whenever the loss from the price cut woulanbee than compensated by the
increase in demand due to the price cut. Supernsaréed hypermarkets take
advantage of this by focusing on transaction vokina¢her than price.

S—— e e

o
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Higher Prices result in Lower Consumer Dema>

Higher Company Prc_“f‘_'“

Example:As a result of the high cost of labour in Franca; washing is now done
entirely by robots. A high cost of labour creatdsva demand for labour.

Note that sometimes, price increases can reducprdifg of companies. This is the
case whenever the gain from the price increaseoe rthan compensated by the
decrease in demand due to the price increase.

S— S T

Higher Demand results in Higher Consumer Pricf'"'.‘

Higher Company Prc”

Example In the last decade, central banks in the US andge have been supporting
real-estate sectors using artificially low intenetes®® Low mortgage rates create an

190 ysually politicians and the left-wing economis®ynesian economists) that support them.

191 For exceptions to this rule, see the footnotdénarticle on ‘Inflation, a necessary evil?’.

192 Note that any interest rate resulting from theisien of a central bank, could be said to be aitifi
The only interest rate that could be said to berahisi the one that emerges from a free market.
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additional demand for houses. This additional dettaen triggers an increase in the
price of houses, as more buyers bid for the saraedsoavailable in the mark®t

S— S T

Lower Demand results in Lower Consumer Pric >~

Lower Company Pro ’"‘

Example The deflation recorded in Japan from 1999 to 2@8@2 due to a genuine
decline in demand. Citizens would have benefitedhfeven lower prices if there had
been no central bank to increase the money supply.

S— S T

Higher Supply results in Lower Consumer Pric=~

Lower Company Pro.."f"

Example The industrial revolution from 1760 to 1840 and Wordism (mass
production) from 1900. Any improvement in produttivallows a company to
increase production. When the total output of alpob increases in the economy, the
price of this product is forced to decline in ordereturn to a balance of supply and
demand. The number of buyers remains constant whdequantity of available
product increases, so for each product there averfbidders. Retailers have to cut
prices in order to sell their increasing stocks.

S— S T

Lower Supply results in Higher Consumer Prici‘

Higher Company Prc™

Example Perhaps the most striking ezample is the oil egdtaunched in October
1973 by the Organisation of Arab Petroleum Expgrti@ountries. The member
countries wanted to increase the price of oil b$e7® increase their profit. The
means to this end was the reduction of supplyve-fier-cent increments until the
price objective was achieved. The plan was a campeccess. From 1973 to 1974,
the price of a barrel of oil quadrupled from USDIABBUSD 12. Confirming their
ineptitude, central banks in Western countriesaedpd by lowering interest rates,
thereby increasing the money supply and addingtéutie fire.

When supply is reduced, the number of buyers resneonstant while the quantity of
available product decreases. Thus, for each ungroduct there are more bidders.
This naturally increases the price and the distoibs profit.

S—— e e

More Competition  results in Lower Consumer Pric =7

Lower Company Pro “'"‘

Example Any free trade agreement signed between two cesntorces companies
in these two countries to compete with each othbey are forced to reduce prices

193 More generally, any increase in the money supplygérs an increase in demand of equal
proportion. The end result is a price increaseqofaéproportion and a transfer of wealth from eitig
to the central bank exactly equal to the money-suipprease.
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and increase quality in order to gain market sha#gsincrease in competition is
functionally equivalent to an increase in supply.

S— S mm————

FIS

Less Competition  results in Higher Consumer Pri¢T>

Higher Company Prc_“f‘_'“

Example Any barrier to international trade and any suypgm a company favoured
by the state reduces the level of competition. Hiisws firms to increase prices.
Autarchy and protectionism are functionally equérdlto a reduction in supply. If the
US was to ban imports from China, it would be lddging fuel to the fire of inflation

which the US Federal Reserve nurtures so lovingly.

S—— e e

Increased Money Supplyresults in Higher Consumer Pric >

Example:Whenever a central bank issues new money, thissnemey sooner or later
gets spent in the economy. Therefore, demand iseseia the same proportion as the
increase in money supply. In turn, prices incraasie same proportion. When the
money supply is doubled, the expected consequerfoe prices to double.

The value of a unit of currency is cut in half. Tqw@rency holdings of citizens have
effectively been taxed at the rate of 50%. Waggsessed in the currency have been
effectively cut by 50%.

The new money is typically concentrated in the Isaoidcentral planners specialised
in mis-management. Naturally, a large part is sparghort-sighted wasteful projects.

Citizens who try to escape the inflation tax anedd to make high-risk investments.
The focus on high-risk investments results in add#l capital destruction. All in all,
printing money is a very efficient way of impovdrisg a population.

S— S T

=

Reduced Money Supply results in Lower Consumer Pric =

Example:When citizens increase their holdings of currencygold and they retain
these assets in their own house rather than a k#ektively the supply of money in
the economy is reduced for as long as citizens sshowt to make purchases with
their savings. This is equivalent to a reductiondemand and it has the same
beneficial effect on prices.

What do all the rules mean for the consuniéve want lower prices, we should first
encouragecompetitive free trade as much as possible. Then we should encourage
production: a genuinelyee market is optimal for this objectivé*

104 Note that politicians have perverted the concép tree market so that, when they talk about it,
they only mean a market where participants arenvabto buy, or not to buy. However, a market
cannot be said to be free if it is permanently harag by regulations, direct taxes, indirect tagese
controls, trade barriers, subsidies or the inteiganof public companies. A natural consequence of
this is that illegal black markets are usually mbyee than official markets. The very existenceaof
black market in any sector of the economindicative of the lack of freedomof official markets.
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The use of aound currencylike gold is necessary to guarantee the accunonlatf
capital and prevent the emergence of runaway pribes depend more on the
artificial money supply than on the natural supgiyl demand.

Finally, we draw the conclusion that we shonéVer encourage a higher demand.

However, increasing demand is precisely what pditis focus on. They wafit
houses for everyone, higher education for everygcoejputers for everyone, high-
speed Internet for everyone, highly-paid jobs feergone, high-quality health care
for everyone, and so on. Of course, they do not sueceed in providing any of
these, but they do succeed in increasing pricesvieryone.

In some deeply socialistic countries like Belgiuhe government is involved both in
measures intended to increase prices and in maasieaded to curb price increases.

For example, Belgium uses its central bank to iss@ euro bank notes each year
and it uses a system of wage indexation to guagant¥eases in the cost of labour
and in social benefits. Of course, all of theseiftationary.

Then the government turns around and uses heaweHainitiatives to control the
price of electricity, gas or mobile-phone servidéss a win-win strategy for the state
to use power-reinforcement initiatives that creatproblem, and additional power-
reinforcement initiatives that supposedly resohe problem.

The deflation-spiral boogeyman

Supporters of high government spending — mainlg ¢overnment itself, those
directly in its employ and those financially supjgor by it — have concocted the myth
of the deflation spiral in order to ward off legit@te accusations that the government
stealthily siphons off the population’s savings.

As with many other assertions originating from-efhg thinking, the myth offers the
appearance of good sense but fails to withstandaamyunt of scrutiny. It goes like
this: ‘should prices be allowed to decrease, peopilé realise that prices are
decreasing, they will therefore reduce their puselsaand consumption as much as
possible in the eager expectation of even lowexegti

It goes on: ‘the decline in demand will force comies to reduce production and cut
jobs. The job cuts will in turn reduce consumptipnpducing a vicious circle that
every sane person should be terrified about’. Hetleeargument concludes, central
banks must perpetually guarantee an inflation ohtd least2%!

Why is this a myth and not a reality? For the senm@ason that when prices decline,
people consume more, not less. This is a well kntaeh and the very reason why
low-price supermarkets and hypermarkets sell so hmowre than high-price

195 0r so they claim.
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convenience stores. It is also the very reasonseinyeone who wants to find a buyer
for his overpriced house must reduce the price.s€guently, when prices decline
over time, this encourages people to consume maetne.

For example, have you noticed how fast the pricd&J8B flash memory declined
from 2000 to 2010? Have a look at the followingrthidas this decrease ever stopped
anyone from buying a USB flash drivB® - because people buy the things that they
need, when they need themnd the price is right.

People do not particularly enjoy depriving themsslof the things that they need in
the hope that they may get a discount latéP®omVhen people do deprive themselves
voluntarily, it is usually because they simply canafford the product y&t. The
price is not right for them.

They may delay their purchase decision becauski®féason (price not at the right
level) - not because of a futile hope of futurendf&i Then, as the price declines, the
purchase decision can finally be taken becausprtbe has dropped to the right level.

Chart: The continuous decrease in the price of cdenpnemory from 1950 to 2010.
Source: http://www.jcmit.com/mem2007.htm

Video game players know the phenomenon of pricdirdeeery well. High-budget
video games are usually high-priced upon releasen &fter release, the price begins
to decline. Do people wait all the way to the bwitorice level before buying?

Of course not! They buy as soon as the price reattteelevel that is right for them.
Some people buy upon release, some buy at a mpiiteé and some buy at a late
point. When someone buys, it means the price e fay them.

181t should also be said that no-one can accuratelgict how the price of a particular product will
evolve - even in a market which, on the wholereésding towards lower prices.

197 0r else, they have made the conscious decisiartearoduct is in fact unnecessary, and that it
would be better for them to save money in orddiuyp more expensive things later on.

198 For exceptions to this rule, see the footnoteth@farticle on ‘Inflation, a necessary evil?'.
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Imagine, instead, that the price went from a higNel to an even higher level. Who
would then buy the game? Only those for whom thease price was right in the first
place. These people would buy upon release; andribeone else would buy. The
seller could increase the price as high as he wantsut there would be absolutely no
buyer!

If one accepts the theory of state supportersdéatand drops when prices drop, then
logically one should also accept the reverse: ttehand increases when prices
increase. If this was really the case, then vidame distributors should continually

increase their prices in order to attract more anate customers. As we have just
seen, this is absurd.

While the disastrous effects of hyper-inflation ezonomic life are well documented
and accepted by all, there is not one piece ofeemd that clearly points to the
existence of a ‘deflationary spiral’ in any countayd in any period of history,
including the US Great Depression!

Plenty of evidence does exist to show that a layesnand results in lower prices. But
no evidence exists to show that, in general, Iqwiges result in a lower demand. The
myth of the deflationary spiral, and its corollampe claim that inflation can be
beneficial to an economy, can both safely be rééztto the dustbin of history.

Hong Kong’s deflationary death spiral of doom

In the decades since World War 11, central bankalmost all countries have been
printing currency without hindrance. As a resulisinot very easy to find periods of
deflation anywhere. If it was in their power, cahtbanks would make sure that no
country in the world ever experiences any amoumtedfation. It would then be easier
for them to deny the truth.

Nevertheless, Hong Kong in the seven-year periothfd999 to 2005 provides a
shining illustration. In that period, Hong Kong exignced an averagkeflation rate
of 2%.

Here is what a statist (Keynesian or monetaristild/say: ‘Oh no! People will all
postpone their purchases for all time! The aggeegiimand will drop! Businesses
will close! Joblessness will skyrockeGreat depression, remember the great
depression!!.
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The Hong Kong Deflationary Death Spiral
10

Inflation rate

4 Real GDP
grow th rate

A

1999 2000 2001 2002 2003 2004 2005

But, as you can see in the above cfi3rtong Kong’s real GDP increased in every
year of the considered period. In 2000, the GDmeémereased by a whopping 8%,
while prices fell by a whopping 4%!

To any serious economist not employed by the gowem, it is not at all surprising

that activity would increase when prices declinéteAall, when prices decline, the
cost of doing business declines. The cost of arcguiequipment declines. Thus,
economic development is facilitated. At the sanmeti the aggregate demand
increases, as people take advantage of the lovesrspr

Furthermore, the data shows that increases inrfi&tion rate cannot be used to
predict increases in the GDP.

For example, in 2001 the inflation rate increagedf-3.7 to -1.6. A statist would say
‘Oh that’s good, the evil of deflation is going ag&Vhat a relief for us statists!” But
if you were to look at the GDP growth rate, it a&dlydeclined from +8% to +0.5% in
that same period. In 2002, the inflation rate wigain -1.6 to -3, while the GDP
growth rate improved from +0.5% to +1.8%.

Naturally, we draw the conclusion that economicivitgt does not benefit from
increases in the inflation rate.

This is consistent with common sense: a higheaiiafh rate means an impoverished
population, a higher cost of doing business, anthareased incentive for people to
conduct high-risk investments that often resultha loss of capital. None of these
things are likely to make a country prosperoustegtiie contrary.

199 HK inflation
http://www.indexmundi.com/hong_kong/inflation_ra%28consumer_prices%29.html
HK GDP http://www.indexmundi.com/hong_kong/gdp_real_grow#te.html
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Had Hong Kong been using gold or a gold-backedeoay as its main currency,
rather than the Hong Kong dollar, it would have dféad from even larger price
declines during the period, possibly -6% or -7% yesr.

The difference between a public company and a priva  te company

Sometimes an argument is made that private-sectopanies are more productive or
more efficient than public-sector companies. Ins thiriter’s opinion, the main
difference between a public-sector company and ieatersector company is not
employee productivity. After all, public-sector cpamies can rely on authoritarian
managers just as well as private-sector companies.

The main difference lies in the adaptation of tbenpany to its market. A private-
sector company operating in a free market is fotceddapt to the market forces of
demand and supply. It is forced to provide a producservice at price and quality
levels that meet the desires of the people. lbésdnot do that, it loses money until it
goes bankrupt and is shut down.

Inversely, a public-sector company does not neeégdapt to market forces. Its
production can exceed the level of market demanidowt any negative consequence
to the company. The level of product quality does meed to be as high as that of
competitors. Often, public-sector companies opeestea monopoly: there are no
competitors.

The idea of profit and loss meaninglessto a public-sector company, just as it is to
the government. A public-sector company cannotaytkhupt because it is supported
by the government.

The expenses and costs of public-sector compangeesazialised. While a private-
sector company charges each customer accordinpdabemach customer purchases or
consumes, a public-sector company usually provileducts and services at a price
well below the cost of production.

The state, that is to say taxpayers, are resp@nfblmost of the cost of production.
Taxpayers are forced to fund public-sector commanggardless of their individual
wants or needs.

It follows that a private-sector company receiviudpsidies or contracts from the state
does not operate aspavate-sector companybut as gublic-sector company It is
hypocritical for the state to claim that it is liaésing, or privatising, a segment of the
economy by transferring production from a publienpany to a subsidised private
company.

Because of the fundamental difference that existavéen private-sector companies
operating in a free market and public or semi-pubtimpanies removed from market
pressure, the allocation of capital by the statenot ever be as efficient or more
efficient than the allocation of capital that woglekvail in a purely free market.
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This is true no matter how the state chooses tadsp®ney. It is impossible for the
state to invest money as well or better than tlee fmarket. Even when the state
provides loans to supposedly private companiegpés not ever do so in the same
conditions that a private-sector bank would.

While a private-sector bank may look for profitalpiejects, the state simply hand
picks winners and losers arbitrarily. To the wirsjet provides cheap capital. On the
losers, it imposes taxes. When a company recentdgially cheap capital, it does
not invest it as well as it would have investedoie capital, or capital received at a
cost fixed by the free market.

A company holding high-cost capital is forced tadfithe best uses for it, or else lose
money. A company holding cheap capital has evecgritive to gamble with the
capital and avoid using it productively. The Bikkys: treasures of wickedness profit
nothing. In other words, ill-gotten money cannotgog to good uses, despite the best
intentions.

Efficiency and quality of service of public-sector organisations

In the web pagéttp://www.governmentisgood.com/articles.php?aidgaint=1, an
argument is made to defend the action of governraadt prove that public-sector
organisations are not inefficient and do not offeor services.

First of all, when people talk about governmentteasd bureaucratic inefficiency, it
is mostly the usefulness of the work of bureaucitas is put into question - not the
productivity or efficiency of individual governmentorkers. Bureaucrats are not
necessarily inefficient at what they are doing. Tiean problem is the nature of their
work.

For example, a public-sector agency could be vdifigient at digging holes and
filling them up. In so doing, the agency would als® very efficiently wasting the
money that taxpayers had to work for.

You may think that digging holes is a far-fetchdda but really it isn't. One of the
favourite activities of socialistic governments is hide their country’s high
unemployment rate by creating fake jobs (also ddfjeetend jobs’ or ‘non-jobs’).

These jobs do not serve any real purpose othertthirver unsightly unemployment
statistics. People in such jobs may be very efiityefilling up forms, but society is
not made better off because of their work.

On the contrary, society is held back by the tdakaspay for the non-jobs, and by the
fact that people who could be working productivatya free market instead are
employed in non-productive positions.

In the same line of thought, a hypothetical pubkctor company in the Soviet Union
may be very efficient at producing single-size arpopts. But people should never,
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ever, expect such a company to produce anythingr dttan standard army boots in
the single size that they have chosen to produgklid2sector companies do not need
to respond to market forces, so they do not inr@watproduce items that cater to
niche markets.

All the companies that launch new smart phonesoovative watches or creative
software are private-sector businesses seekingenergte profit by satisfying the
desires of the people.

They do so without requiring that money be stolenmf taxpayers. That is another
essential difference between the public sectorthadgrivate sector. A private-sector
business can operate without breaching moral r{iles without stealing), while a
public-sector business cannot.

Secondly, let us address the issue of the qualiseovice. It is not necessarily the
case that bureaucrats offer a poor service. Howeverivate-sector business would
be much more actively listening to the desireeffeople.

In the ‘GovernmentisGood’ web page, the authorsttie destroy the notion that
bureaucrats offer a poor service by citing survefysustomer satisfaction. It first
mentions the high satisfaction rate associated wsattvices like fire-fighting, parks
and public libraries. The author then makes a corspa of satisfaction rates in a few
public-sector segments, like mail, and a few pavsgctor segments, like fast food.

But surveys of satisfaction are useless when trymglisprove the poor-service
argument. This is because the real rate of satisfagvith a product or service can
only be gauged by customers when the cost of théuat or service is known to the
customers.

When it comes to public-sector services and prajube cost is usually hidden from
customers because it is paid, partly or entirdlypugh taxes. Many products and
services from the public sector may thus appeaustomers to be ‘free’ regardless of
their actual cost!

Meanwhile, private-sector businesses cannot hide cbst of their products and
services: they have to charge for them. Therefateen someone talks about his
satisfaction with a private-sector business, hkstabout the ‘value for money’ he
gets from that business.

But when someone talks about his satisfaction aijbublic-sector organisation, he
talks only about the ‘usefulness’ of the producservice provided to him, and not at
all about the ‘value for money’ of that productsarvice.

Therefore, we end up comparing two different thinigsthe public sector, cost is
ignored; in the private sector, cost is paramount.

In addition, it is totally pointless to compare thatisfaction received from, say,
public-sector mail companies, to the satisfacti@teived from, say, fast-food
businesses. The fact that people may be happy pulhic-sector mail companies
does not indicate that bureaucrats would be ang gbproducing burgers.
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In fact, public-sector companies do not produce fasd at all. Therefore, they
provide absolutely no satisfaction in this seciidnis is equivalent to a satisfaction
rate of zero percent!

But if government employees were to produce burgbesr product would probably
be the most basic burger ever devised by mankirdl isrwould have to be a
monopoly. Nobody would know the actual price ofuager because it would be paid
for partly or entirely through taxes.

And the sad thing about it is that a majority ofople would probably express
satisfaction with that product, simply because tweuld not know any better.

If government burgers are the only burgers thaplgeknow, then a majority will say
that they are satisfied with them. That is the ve&gson why high satisfaction rates
can be observed in Europe for ‘welfare’ servicesvigted by the state in quasi-
monopoly environments.

Furthermore, why focus on the fast-food sector wihenprivate sector actually offers
a wide range in terms of food quality? Why not esktomers of five-star restaurants
if their satisfaction is high or low? The focus lmwer-quality, lower-price food is
obviously intended to produce statistics that @latable to the author.

And when people say that they do not like the sewviof fast-food restaurants, it is
most likelynot because they think that fast-food companies doaa b of making
burgers and serving burgers.

It is most likely because they do not like fastdao the first place! After all, if a fast-
food chain did not satisfy its customers, customeosild leave and the business
would be forced to improve its products, quality gmices!

The same goes for the other sectors mentioneceisttidy like cinemas and taxis: the
people who view those services unfavourably ardadoty not rating the quality of
the service provided. Instead they are expressiag tlislike of the product itself, or
their decision to avoid the product due to a ptiae they consider to be too high.

Imagine a company focusing on the production ofihgaaids. If a majority of people
said that they do not like the service because doeyotneeda hearing aid, does that
mean that the company is doing a poor job of supglyearing aids to customers
who need them and like them? Does that mean tpabhbc-sector firm would do a
much better job? Of course not.

If we were to compare the customer ‘satisfactiobtamed from tax services and
public-sector schools with the customer satisfactdtained from five-star hotels,
five-star restaurants and leisure parks like Ditamay, | bet that the results of the
study would be a little bit different from thoseepented in the web page.

For obvious reasons, the study chooses to igner&sétisfaction’ of people with state
services that are more evidently damaging to tlmm@mny and living standards, such
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as military interventionism, drug enforcement, béallouts, trade barriers, monetary
inflation, border controls, agricultural subsid@sspying on citizens.

Only a biased researcher with a direct personatest in defending the government
could conclude that public-sector organisationsrofdughly the same level of quality
of service as private-sector businesses operatiagree market.

There are three great things which can be saidtgirotate-sector firms that cannot
be said of public-sector firms.

Firstly, a private-sector firndoes not cost anythingo people who do not like that
company and do not want to use its products. Byraet) a public-sector organisation
is funded through taxes. Thus, people who are yoogposed to its activities are
forced to contribute to its funding anyway.

Secondly, a private-sector firdoes not need to focus on the ‘average customéo
the exclusion of everyone else. Small and mediweesiirms often focus on small,
profitable ‘niche’ markets. It is very difficult foa public-sector company to serve a
profitable niche market, simply because of the tygaduced profit motive.

When public-sector firms do focus on small mark#isse activities are loss-making
operations that do not result from market demantfrom the hubris of politicians.

Thirdly, private-sector firms are facingcanstant pressure to innovatelnnovation
from private-sector firms is the main driver ofrieases in living standards!

By contrast, innovation that originates from goweemt subsidies is often devoid of
useful applications and always requires more ressuthan it would have required
had the same research been conducted by privata-deons operating in a free
market without government support.

It simply boggles the mind to think how much farthelong on the road of
technological advancement mankind would be if omye had responsible
governments that understood that safeguarding eaeniveedom is the single best
thing a government can do for society.

In every sector of human activity, including heatthre, housing and transport to
name a few, mankind is being held back by oppresgovernments, with the result
that people live shorter lives, experience mordiadifties and face greatly lowered
living standards all through their lives.
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Two-level spending socialisation

When the UK launched the Olympic stadium projecR@®5, many people (not part
of the government) thought that this was a phamproject that the country simply
could not afford considering its over-indebtedness.

The prediction was confirmed with the increasetia tost'® of the UK Olympic
Games from an expected £2.37bn in 2005 to morefifhdbn in 2012, or even £24bn
including public transport upgrade cdsts

From 2005 to 2012, the UK'’s public debt increasesimf £424bn to £1,039bn, as
highlighted in the above chart

How do politicians get away with such extravagamistg? As a first approach we
could say that this is because they are not relglfgocratic. They do not care that the
majority may not want pharaonic projects.

While this is true, it is probably not the real sea why politicians of indebted
countries get away with wasteful projects. Becauseajority of the people is in fact
likely to support the projects.

Among those who actually contribute to public fundsgood part will support the
project because they stand to benefit directlyndirectly. And among those who do
not contribute to public funds, support for the prégecs to be expected simply
because these people will not have to pay anyaseren tax to fund them.

Therefore, it is likely that a majority would suppthe projects. However, this does
not mean that the projects are legitimate. In fédctse who do not contribute to public
funds should not have a say on the use (or incyedspublic funds. Furthermore,

10 geehttp://www.dailymail.co.uk/news/article-2092077/Ldon-2012-Olympics-cost-spiral-24bn--
10-TIMES-higher-2005-estimate.html

11 seehttp://iwww.guardian.co.uk/commentisfree/2012/apigéide-of-london-olympics

12 sourcehttp://www.ukpublicspending.co.uk/spending_char02®015UKb_XXs1lil11mcn_GOt
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those who do contribute to public funds should hagay in proportion to the amount
that they do contribute to public funds.

With such a system it is very likely that a phaiagsroject would be rejected by the
people of an over-indebted country, and rightly so.

Now we get to the question: how do politicians nggnto present pharaonic projects
as a net good to society, even though their castasmous and their utility, minimal?

<<Look, child! £200,000 stolen from taxpay€fsgoing up in smoke!>>

The answer is that they uséven-level system of socialisation of expensebhe first
level is a socialisation of expenses among the lpeafa country.

When a private-sector project is launched, onlypgeavho have an interest in the
project contribute to it. But when a public-sectmoject is launched, everyone
contributes to that project through tax, whetheytivant the project or not.

It would be fair for people who support the Olymptadium project to fund it. Those
who do not support it should be left alone.

Evidently, the government could not launch a phai@project with such a system.

The government’s answer is the socialisation of ¢bet across all people of the
country. Since the expenditure is divided betwealtioms of taxpayers, it seems
negligible, even though it is not. In effect, thastis converted into a general increase
in tax. This creates a burden on the economy wisclkhen reflected in more
unemployment and inflation.

113 Seehttp://iwww.dailymail.co.uk/news/article-2255449/HgpNew-Y ear-Enormous-firework-
display-lights-central-London-UK-celebrates-201@eshtm|
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The second level of socialisation issacialisation of expenses over timéVNhen
politicians launch a pharaonic project, they do imainediately increase tax by the
exact amount that would cover the cost of the ptoje

Again, this would risk jeopardising the project &ese opponents would then be able
to criticise the government by pointing at the emoit downturn resulting from
higher taxes.

The answer from the government is to convert ths¢ oo debt over a long period,
say 10 or 15 years. Even after 10 years, debt eamefinanced to prolong the
repayment period. In this way, not only people where there at the time of the
project contribute to it, but also their children.

By spreading the cost over time, the governmentesiake cost seem even more
negligible, even though it istill not. In fact, spreading the cost over time increases
the total cost, because now taxpayers not only t@avepay the principal amount, but
also the interest on the debt, which over a detasignificant!

Finally we can ask the question: why do politicidasnch pharaonic projects? Are
they not intelligent, well-educated people?

The answer is two-pronged. Firstly and most impulya pride is a human trait. A
politician loves to think of himself as ‘the one avltaunched the space programme’,
‘the one who created the national health servit® one who built the pyramids’, or
‘the one who organised the Olympic games’. Thegsfdris often a case of a single
person deriving selfish pleasure at the expens¢heirs — a no-brainer for politicians.

The second part of the answer is that even welé&iga ministers do not have a good
grasp of economics. The extent of their knowledge usually be summarised with a
couple of ideas: ‘Keynes said that government sipgnid good for the economy, so
I’m going to spend, period.” and ‘I've seen it mentd in some economic textbooks
that devaluing a currency helps exporters, andyswieat helps exporters is good for
the entire economy, so therefore I’'m going to i jhat.’

A politician usually does not care about causes@mbequences, long-term effects,
who gets hurt and who benefits, and other fineildetd economics. Often, he sees
the public sector as the economy itself. He seeptivate sector as a necessary evil,
a secondary factor.

The other tools politicians use to hide the burdérntax aretax scattering and
progressive taxation Tax scattering is the introduction of taxes omyndifferent
things. This way, each individual tax element iscpeved as inconsequential by
uninformed taxpayers. Progressive taxation is thgosition of higher tax rates on
wealthier taxpayers. By targeting a minority, poigns avoid criticism from the
majority.

112



The fatal flaws of Keynesianism

First let me quickly explain the principle of theeyhesian multiplier as presented in
the book of John Maynard Keynes in 1936. It isittea that every dollar spent by the
government generates more than a dollar of ecoramtmyity.

The argument goes like this: every dollar spenthiegygovernment is a dollar received
by the suppliers of the government. These supptleea spend a percentage of the
dollar they have just received, by buying thingmirretailers. Retailers then spend a
percentage of the amount they receive. Thus, titealimmount of government
spending continues to trickle down through varisestors of the economy.

Because the economy’s output is typically calcualats a sum of transaction amounts,
each of the transactions occurring along the widddwn process contribute to
increasing the output. Therefore the total effectoutput of the spending of one
dollar by the government is not one dollar, butshen of all the successive spending
amounts by all the suppliers in the chain.

For example, let us assume that when people receigealollar, they spend 80 cents.
Then, when the government spends 1, the governmsappliers spend 1 x 0.8; the
suppliers of the suppliers spend 0.8 x 0.8; thgnpsers spend 0.8 x 0.8 x 0.8 and so
on and so forth. The total is 1 + 0.8 + 0.64 + @.51..

We recognise a mathematical series called a gemmstries. It can be easily
provert'* that any geometric series of the form: 1 + r +4r*r*r + ... where r is any
real number above zero and below one, is actuglialeto 1 divided by 1 —r.

So the above series is equal to 1 divided by B;-d.5. This means that the original
one dollar of government spending triggered purebasorth a total of 5 dollars
throughout the economy.

This simple idea was used by Keynes to supportirttervention of the state in
periods of declining output (recessions). Sincehedallar of government spending
generates more than one dollar of output, the engisoutput and employment level
can be propped up by government spending.

Keynes went much further. He even urged governntenspend taxpayer money on
completely fruitless initiatives:

<< If the Treasury were to fill old bottles with Harotes, bury them at suitable depths in disusetl coa
mines which are then filled up to the surface wvidtvn rubbish, and leave it to private enterprise on
well-tried principles of laissez-faire to dig thetas up again (the right to do so being obtainéd, o
course, by tendering for leases of the note-bedeirrgory), there need be no more unemployment and
with the help of the repercussions, the real incofrtie community, and its capital wealth also, lgou
probably become a good deal greater than it agtiglllt would, indeed, be more sensible to build
houses and the like; but if there are political gmdctical difficulties in the way of this, the aleo
would be better than nothing. >>

114 By showing that when multiplied by (1 - r), theies is equal to 1.
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What is Keynes saying here? In essence, that wikergemunicipality or nation has
an unemployment problem, it should simply raiseesaand use the proceeds to hire
jobless people to do fruitless work. Taken to tbgidal conclusion, it means the
creation of a society based on three castes.

The productive casteproduces food and other goods necessary forTiiese goods
are then stolen by thelite casteand redistributed to thielle castefor consumption.
The system sponsored by Keynes is a system ofvemsént similar to communism.
This is the model of development Keynes preferreer @ capitalist system where
everyone is gainfully employetf in the free market.

Let us further examine the idea of the multiplierstly, we should realise that the
trickle-down effect does not originate from the govnent, but from spending in
general. Therefore, any economic agent spendinglotr triggers a spending chain
similar to that which may be created by a goverritmen

This means that the Keynesian theory does not sahs support government
spending per se, bpending in general It suggests that wealth originates from
spending.

But let us assume for a moment that a governmeartdspone million dollars digging
holes and filling them up. What wealth did the goweent create? What value did it
bring to the world? Did the government produce goadrth one million dollars?

No — no value was created.

The government only wasted, or misallocated, ressuworth one million dollars. It
took away one million from the free market (thegurotive caste) and transferred it to
welfare recipients (the idle caste).

Left in the free market, the funds would have bered in productive, useful

endeavours like the production of goods demandedhbymarket. Instead, human
resources were assigned to a fruitless endeavwudigging of holes. The goods that
the free market would have produced in the absesiceedistribution, are not

produced. Thus, the intervention of the state teduh the destruction of value.

15 A genuinely free market cannot produce unemploymg@ither than temporary frictional
unemployment) any more than it could produce atageror surplus of food. The nature of the free
market is to equalise demand and supply through dbpistment of prices. Hence, should
unemployment exist in a free market at any timegegawould drop as much as necessary for
companies and individuals to hire the unemployed.

Should there ever be a massive demand for workesvegy simple jobs would drop to near-zero levels,
to the benefit of everyone. In such a situatiorgdasegments of the population would be able te &ir
personal assistant, a cleaner, a cook or a driver.

And who would not want to do that, if wages werer lenough? The intervention of the state in the
economy eliminates most of these jobs, therebyisgrttie signal that they are unworthy of mankind,
and that people are better off being idle rathantkworking those jobs. To this argument the left
usually opposes the idea that working people watiddlve. However it is simply not the case. For
example, cooks and helpers in India survive onrg i@v wage. Labour costs are a major component
of any price, including food prices. When laboustsadecline, food prices also decline.
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It goes without saying that only a government coetwision the undertaking of
fruitless endeavours. No private-sector agent wadr consider wasting its own
resources intentionally. However, a state is pd#sfegilling to do this, because the
resources it wastes are not its own, but thoskidered from the productive caste.

From this illustration, we see that the act of sjpeg does not in itself create wealth.
Only useful work creates value. It does so by peonty goods that people desire.
These statements are self-evident to libertariabgnicomprehensible to Keynesians.

As we have seen, value is destroyed whenever re=so@are misallocated. The main
problem of the Keynesian multiplier is that anyldolkpent by the government is a
dollar that was stolen from the private sector fifmductive caste).

Once this dollar is moved into the hands of govesnirtbureaucrats, it is inevitably
misallocated. The misallocation then generatesst&rutetion of value, compared to the
situation of a free market left to its own devices.

All of the possible uses of capital by agents i piivate sector are in fact superior to
the use of this same capital by the public se&@apital can of course be spent by
private-sector agents for immediate consumptioms@mption in itself is beneficial
to the agent, and it gives a meaning to the praclucif goods.

Capital can be saved in a bank. This allows futoxestment by the agent, while
providing lending capital to the bank. Capital dag hoarded. This allows future
investment by the agent, while reducing prit&for everyone in the market, to the
benefit of everyone.

Capital can be invested in a productive endeavdbrs allows the production of
goods beneficial to everyone in the market, andotitential generation of a profit for
the agent. All of these possible uses are not bmelyeficial to everyone, but also
devoid of coercion

From this last observation, we may rightly concluldat coercion and misallocation
are inextricably connected. Whenever private-seagmnts are coerced by the state,
resources cannot be allocated properly.

It should be immediately obvious when looking atmmployment rates around the
world that national employment levels do not inseeaith government spending. As
a general rule, government spending creates a nuofbfuitless bureaucrat jobs
while destroying more jobs in the private sector.

Thus, we see much higher unemployment rates inceraand Sweden than in
Switzerland or Singapore. The more a governmenhdgethe more society slides
(degenerates) towards a system of enslavemené @irtdductive caste.

Two further arguments can be raised against tempaamulus programmes of
Keynesian inspiration.

118 Hoarding is equivalent to a temporary reductiorthef money supply. A reduction of the money
supply has the same effect as a reduction in demarrésults in lower prices, to the benefit of
everyone.
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Firstly, governments do not cut back spending adtestimulus programme. Once
politicians have tasted the power, they do notglet Therefore the idea that the
government could jump in to soften a crisis andguwnt when the economy recovers
is purely theoretical. In reality, the state junipsind stays there.

Secondly, whenever the public sector expands, tilratp sector shrinks. Therefore, it
is unreasonable to expect a market-led recovergr aft Keynesian stimulus
programme.

Consumers reduce their spending in the legitimapeeation of higher taxes. Purely
private companies go bankrupt or shrink down bezdhey cannot compete against
government-supported, monopolistic competitors. ifttervention of the state also

prevents a virtuous price decline which would naltyrresult in an increase in

demand in the private sector.

When governments inspired by Keynesian theory gitémlure people into spending
more, they are in fact jeopardising the future stireent and consumption of the
population. In essence, Keynesianism is the pramotf irresponsibility over

responsibility, consumption over saving, and shemn thinking over long-term

thinking.

It is equivalent to telling people to buy the caddouse they desire regardless of the
capital they own. ‘Don’t worry about a thing mydnd! Let yourself go, be happy,
carpe diem! Only the present day matters! Don't rwaabout debt, let the wise
benevolent government guarantee your debt! Lebiigde you with cheap credit”

With these injunctions, people are lured into arf@f debt slavery. For the sake of
quick material pleasures, they are made to repay tlebts over a lifetime. They
become poorer and more dependent on state aidgdemergencies. And when they
fail to repay their debts for whatever reason,gbeernment can then use the cost of
debt guarantees as a new excuse to raise taxes.

Modern Keynesian initiatives have two main benefieis: the politicians who get to
meddle in the economy a little more and the bah&tsreceive cheap funds and cheap
guarantees from the government’'s central bank.f@usociety as a whole, they are
wholly detrimental.
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Effect of immigration on wages and the economy

The economic theory says that the consequence wofcagase in labour supply in a
free market is an increase in employment and pitamlucombined with a decrease in
wages and prices. But in a sabotaged market whagesvcannot go below the
national minimum wage, it is natural to expectm@eréase in unemployment.

Typically, nationalists use the above conclusiomscall for severe restrictions in
immigration numbers. The slogan they use is thatfigrants steal the jobs of local
people’. Socialists also blame immigration for wbaumping’, the deterioration of
wage and labour conditions.

They fail to realise firstly that the ability toloeate is a basic freedom, and secondly
that immigration does bring undeniable benefits. iRstance, imagine you live in a
small village lacking a bakery, supermarket, phayrend hairdresser.

Would it not be a great thing if a baker was toropeyour village? How about a new
pharmacy right next to your door, or a hairdresgend if a discount supermarket
staffed by low-wage foreign workers was to openuldhat not be great?

In many real-life instances, immigration bringsaue benefits. A particularly skilled

foreign surgeon may extend the life of local citigenore than any local doctor could.
Should this person be refused entry in order te gnore work to local surgeons with
less competence?

If we refuse entry, we give an advantage to a sgrallp of doctors at the expense of
the whole population. If we grant entry, the whptgulation benefits at the expense
of a small group. The choice should be obviousprational person.

In fact, anyone needing treatment would preferetiohgalthcare from a skilled foreign
surgeon than from an inexperienced local surgedmeM\personal interest is at stake,
ideological considerations suddenly become comiglételevant'’.

In European cities, the Chinese language is almmsipletely unknown. Translators
focus on European languages exclusively. Let usinassa professional Chinese
translator wants to settle in Europe. If she gésdhto head a business dedicated to
the promotion of trade between China and the UKgsehjob is she stealing?

Often, the work that a foreign worker does canre@tbne, and would simply not be
done, by local workers. In such a case, foreigsienply expand the job market.

Furthermore, not every immigrant is a job seekers |Iparticularly absurd for a
country to stop the permanent settlement of ergreqrs, investors and people with
their own source of income. Not only are these fenpt going to steal anyone’s job,
they may also create jobs that would otherwisebeatreated.

7 For more comments on this subject, see the aditM/ould a majority of people ever vote for a
libertarian party in a representative democracy?
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Nevertheless, they get refused entry to the USEndThe US and EU do not close
the door entirely, but they make the whole immigratand settlement process so
difficult and lengthy that most people are deterfredn even trying. In almost every
segment of activity managed by the government, duaoeats operate clumsily and
inefficiently. Immigration is no different.

Immigration opponents naturally focus more on ultestiand low-skilled immigrants.
In the absence of a minimum wage, it is reason@béxpect a decrease in wages for
low-skill jobs as a result of the immigration ofuleskill workers. In the presence of a
minimum wage, the immigration of low-skill workel@gically results in an increase
in unemployment. In welfare states, the cost ofavelincreases.

Therefore, it may appear reasonable for a coumtriintit its number of low-skill
immigrants and unreasonable to limit high-skill ilgmation. However, such a
proposal is suboptimal, compared to a fully freekaawithout a minimum wagdé®

It is better to provide low-paid jobs to immigranitgén to refuse them entry. Society
as a whole would then benefit from their low-cadidur.

Because it reduces pri¢céSand increases quality, competition is an esseasipkct
of prosperous economies. The fact that local loivesk workers may face more
competition is not a justification for immigratidrarriers, because competition is a
good thing. The local workers too will benefit fraime lower prices that result from
an ample labour supply.

As with the case of the skilled surgeon, we havsitaation where immigration
barriers may provide a small advantage to a grdupeople at the expense of the
population as a whole.

When faced with this situation, politicians in repentative democracies normally
select the action that is most detrimental to tbeutation. A politician’s natural
instinct is to provide favours to small groups ke texpense of the population.
Typically, the cost of the favours is diluted o¥lee whole population, removing any
risk of a serious oppositidf.

The Mises website, always an excellent reference atinissues related to
libertarianism, has the following to say about irgration barrier§™:

<< To a nation [the US] built on immigration, it sHd seem strange to have a President investing in
keeping foreigners out, and considering fines opleyers hiring immigrants, but the objective is aot
healthy, vigorous society: with border controls eogasier surveillance, regulation and control. The
Europeans are leading the way in their attempt turse inbreeding and economic stagnation
throughout the continent, through what has beconwmvk as "Fort Europe.” No one enters, no one
leaves.

118 And without government-provided welfare, naturaliyie abolition or minimisation of state welfare
is actually a more important issue than the isgummigration restrictions.

19 More precisely, competition to sell a resourceunss the price of that resource, while competition
to buy a resource increases the price of that resoThe more companies want to hire an IT expert,
the higher the expected wage. The more companiestaaell shampoo, the lower the expected price.
120 5ee the article ofiwo-level spending socialisatiorior more details.

121 sourcehttp://mises.org/daily/1980
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Immigration is not different from other kinds o€dinsing even though it has been awarded a special
name. Licensing has the same result regardless aff is/ficensed: licensing of physicians causes poor
health care at higher cost just as licensing tagiresses causes poor and untimely service acbigth

— licensing on movement means restricted freedodnhégher taxes for people (whether “citizens” or
“foreigners”). From a libertarian point of view should be clear that all licensing needs to be done
away with, including immigration. [...]

We must not forget libertarianism is not a tele@aydogma striving for a certain end; it ratheese
individual freedom and rights as the natural poindeparture for a just society. When people arky tr
free, whatever will be will be. Hence, the questismot what the effects of a certain immigration
policy would be, but whether there should be oralat->

The fallacy of credit destruction

In this article | will talk about the idea that thapid expansion of the US money
supply in recent years cannot cause much pricatiofl because of compensating
credit destruction by banks.

The idea goes like this: banks can make mistakek aaa vulnerable to market
fluctuations. For example, banks may issue mortdagas to people who cannot
repay.

In a falling housing market, they may then seize d¢bllateral, a devalued house. In
the process, banks lose value. When a bank reeodixline in total asset value, it
naturally has to reduce its lending to maintairréserves. This then reduces the total
money supply.

We can answer this argument with the following p&in

1) Asset prices do not affect the amount of culyencirculation

Since the argument centres on falling asset prietsys first imagine the case of a
consumer who decides to buy a car priced one milliollars. He enjoys the car for
one month and then thinks about selling, but theepnas dropped from one million
to half a million.

The consumer ends up selling the car back to tlggnat owner for half a million.
Has the total money supply declined? Let us retlensequence of events:

Before the purchase, there are in the economy:
one carandone million dollars in the pocket of the consumer, the future buyer.

After the purchase, there are in the economy:
one carandone million dollars in the pocket of the seller, the original owner.

One month after the purchase, there are in theosogn
one carandone million dollars in the pocket of the original owner.

After the sale of the car back to the original owytieere are in the economy:
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one carandone million dollars divided between the first owner and second owner.

At no point in time has the total currency in ciation ever declined. The
depreciation of the car simply resulted in the s&dution of wealth. Thus we
conclude: changes in asset prices cannot affecrttwaint of currency in circulation.

The transactions conducted by citizens cannot tiiecmonetary base (defined as the
total of currency). This is valid whether the tracsons are intended for consumption
or for speculation.

Fluctuations in stock markets, real-estate marketsany other market cannot reduce
the stock of currency, nor can they affect depastounts. When assets depreciate,
their owners lose value, but the money (currencglegosit account) that was used to
acquire the assets in the first place continuesrtulate in the economy. For every
loser there is a winner; and for every winner ther@ loser.

2) Money transfers are not money destruction

Because bank activities are money transfers from entity to another, they cannot
result in the destruction of money. When a banludssa loan, the money is
transferred to the recipient. Typically, the reeigithen makes a purchase.

The purchase itself is another transfer of funtiss time to the seller. The seller
typically keeps the funds as a deposit in his oankb Therefore, the end result is a
transfer of funds from one bank to another. Froat fgoint, the money continues to
circulate.

Now let us imagine that the loan was a mortgagditctd one million dollars. The
result is a transfer of one million dollars fromedmank to another. At no point in time
do the one million dollars disappear. In fact, &aeotmillion soon gets created once
the original one million arrives on the accountsh&f second bank.

This is because the second bank sees the incneadeposits as an opportunity to
increase its own lending. So bank B uses the neswnaiflion deposit as the basis for
lending one million to someone.

At this point, we have a situation where bank A leamed out one million and bank
B has loaned out one million. Therefore the totalney supply is two millions.
However, the amount of currency in circulation haschanged.

The example above shows that banks create new sdepooney (non-currency
money) as part of their normal activity. We referthis phenomenon as ‘fractional
reserve banking’ or the ‘money multiplier’. The bagserve held by banks is only a
fraction of the total amount on deposits; the redbaned out. In other words, banks
loan out money that is not theirs.

When bank A gets 100, it keeps 10 as reservescams lout 90 while still claiming to

be holding 100 for the depositors. The 90 endssup @eposit on the accounts of bank
B. Bank B loans out 80 while still claiming to belting 90 for its depositors.
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The 80 ends up as a deposit on the accounts of@aBknk C loans out 70 while still
claiming to be holding 80 for its depositors. Thigole process continues until deposit
increases are too small to be loaned out.

Therefore, from a single injection of 100, bankgl emp circulating non-currency
money worth several times the original amount. Tago of the total money in
circulation divided by the bank reserves is eqodhe money multiplier.

3) Banks multiply the monetary base, they cannonkhit

From the above discussion we can see that banlkectve participants in the money
creation process. Using the monetary base (defasecurrency plus bank reserves),
they expand the total money supply (currency pluacaount balances).

The actual expansion depends on the willingnessmnoks and opportunities of banks
to distribute credit. The willingness to distributeedit declines when banks are
required to hold larger reserves.

In recent years, Western banks have been urgedctease their reserves. As a
consequence, they have tended to allocate newlgdssentral-bank money to their
reserves rather than to new credit. The money pigtihas thus declined.

A decrease in the money multiplier is like a camshg down, not like a car going in
reverse. It just means that banks are not ampgfytine effect of new money
emissions as much as they did before.

There is a very important difference between a maupply that does not expand as
fast as it used to, and a money supply that agtukdtreases. The same difference
exists between a national debt that does not expariast as it used to, and a national
debt that actually declines. A car headed towardslacan avoid the wall by going
in reverse, not by slowing down slightly.

However, it is impossible for the money multiplterdrop below 1, a situation where
banks would actually be in a position to reducertfumey supply. This is because the
money supply includes bank reserves.

To see this, imagine that the only acceptable oagrevas gold. Because gold is not
as easy to obtain and transfer as a digital fiateowy, it is likely that banks would
operate on a full-reserve system.

They would retain gold deposits in individual satesd they would not be able to
plunder those deposits at will in order to issug neans. A bank that distributed
loans would face a high risk of not being ablegtum gold deposits. For a real-life
example, see the online company BullionVault.

So in this situation we have banks holding reseasl to 100% of deposits. What
is the money multiplier? Exactly 1. There is no tplication, but there is no

shrinkage either. The amount of money that people use is exactly what they
already have. No more, no less.
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From this illustration we conclude that bank ressrare part of the money supply.
They are real money that banks can use at theirdiganetion. Just like money kept
in a safe or under the mattress, bank reservedeaspent. The money multiplier
cannot drop below 1. Dividing a number by a smatlember cannot result in less
than one.

This conclusion is interesting because it allow do highlight the fraudulent
statistics issued by the US Federal Reserve. Aaupri the Federal Reseé in
late May 2013 the M1 money multiplier was around. On the fantasy land of the
Fed, banks actually reduce the money supply, rakizer expand it.

It is useful for the Fed, the issuer of new moneygublish statistics that minimise the
extent of the money supply. The more people seeegnoreation as a non-issue, the
less likely they are to complain about it. The sament can be deduced in the Fed’s
decision in November 2005 to stop publishing datavi3, the widest measure of the
money suppl{?>.

The official goal was to reduce costs. But if M3a® costly to calculate, then what
about M1, M2 and inflation figures? Why not jusbstproducing dubious statistics?
In fact, why not just close the Fed? The very cphad ‘cost’ cannot exist for a

central bank authorised to issue money. The ‘adstentral banking is entirely borne
by citizens, not by the central bank.

4) US banks have never stopped lending

The fact that banks in the US have never stoppediig is obvious from the
following chart?*

Total credit by commercial banks exceeded 8.9dnilldollars in the beginning of
2008. From that point on, the total never declinetbw 8.9 trillions.

122 5ee: http://research.stlouisfed.org/fred2/seri&H/N
123 5ee: http://mises.org/daily/4859/
124 see: http://research.stlouisfed.org/fred2/serie3BIOCR/downloaddata?cid=33078
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Total bank credit in the US (billion dollars)
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From the following chatt® of the official inflation rate in the US, we obserthat a
negative rate of inflation was recorded in one ya&ay (-0.34% in 2009). This was
also the only year of decline in the total banlddraVe conclude that banks do have

the ability to slightly slow down the effect on @es of the expansion of the money
supply by the central bank.

US annual inflation rate
4.5% -

4.0% A

3.5%

3.0% | ]

2.5% H

2.0% A ]

1.5% -

1.0% -

0.5% +

0.0%

1995 1997 1999 2001 2003 2005 2007 2@ 2011

-0.5%

-1.0% -

125 seehttp:/inflationdata.com/inflation/Inflation_ Rateiéforicallnflation.aspx
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In this writer’s opinion, changes in prices redutst and foremost from supply and
demand changes. While all increases in money suppigase demand, other factors
also play both on demand and on supply.

Therefore, on any given year the official inflaticate can decrease while the money
supply expands. The one certainty we can haveas Ws prices would be lower,
much lowet?®, in the absence of the US central bank.

Devaluations can only sabotage a country

In this article we will have a look at the modergtinthat devaluation can help an
economy. The argument goes like this:

‘If we debase our currency, foreigners will be atleacquire units of our currency at
a lower cost. This will allow them to buy more afiroproducts. Our exports will

become cheaper to foreigners, so foreign demanddiorproducts will increase.

Being good Keynesians, we want to increase densniet’'s debase our currency.’

Before looking into the absurdity of the idea, (et first observe that the myth of
beneficial devaluations is an indirect admissioat tlemand actually increases when
prices go down.

Therefore, Keynesians who wish to devalue in otdeincrease exports contradict
other Keynesians who wish to print currency in orde avoid an imaginary
deflationary spiral — a situation where price dases supposedly trigger demand
decreases.

Either price decreases trigger demand increasedserthey trigger demand declines.
Both statements cannot be true at the same tingdt Rere we see the hypocrisy of
Keynesians: the reality does not matter to thenhti#t matters is that the state be
free to print currency.

Let us now focus on the effect of so-called contpetidevaluations. In this author’s
view, a devaluation is an effort to sabotage a trgismeconomy. There are two main
reasons for this. The first one is the effect adér of currency debasement. The
second one is the effect on the domestic economyooey printing.

When a country’s currency is made cheaper agathst aurrencie®’, its exports are
made cheaper to foreigners, while imports are nmade expensive to the country’s
own citizens. Citizens cannot benefit from the imipaf goods as much as they did
before. In other words, they are made poorer.

126 On this subject, also see the article on Keynesiansus monetarists, or Statist versus Statist.
127 This can be achieved easily by a central bank $uyirig new money and using the new currency
units to buy foreign currencies. The foreign cuciea appreciate while the local currency is debased
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The increase in money supply and the higher cosipbrts soon trigger a general
increase in the price of all domestic goBtislt becomes more difficult to acquire
machines and technologies, the building bricksnroéeonomy.

Contrary to the belief of Keynesian politicians,pionts are more important than
exports to the well-being of citizens. The reason this is that imports allow to
accumulate goods while exports allow to accumudatesncy units.

Currency units do not provide any intrinsic bendfyond the potential of future
consumption, while goods and services are, welhdgothat can be consumed,
exploited or enjoyed. Therefore, a policy thatkithports while promoting exports is
a policy that works against the citizenry whileghied) trade rivals.

Exports are exports of goods to other countriesttier people of those countries to
benefit from. So when a country exports, it actuaeprives itself of some of its
production.

Exporters, being reasonable people, are well athatedemand increases when prices
decrease. They have the freedom to cut their pri€ebis would be beneficial to
them. They do not need the services of the stade .

Therefore, a politician who claims that a devalmatis necessary to cut the price of
exports has exactly the same condescending attégade politician who claims that
inflation is necessary to reduce real wages. Thealjective of a devaluation is not
to remedy a supposed inability. It is simply to &xg the intervention of the state in
the economy to the benefit of a few groups, magxgorters and politicians.

The second main reason that devaluation amourgsliotaging a country’s economy
lies in the effect on the domestic economy of mopegting. Money printing creates
inflation, a general increase in prices without aglation to productivity or resource
availability.

This artificial increase in prices impoverisheszeiths, undermines beneficial saving
behaviours and creates false price signals. Thectefin the economy is wholly
negative, even though temporary positive effects loa recorded in the short and
medium term. For more information please readdtieles onEffects of money
printing and inflation andThe consequences of ending central banks

The following articlé®® from Mises.org contrasts the policy of devaluatisith a
policy of sound-money capitalism:

<<The so-called improved competitiveness resulfiogn currency depreciation in fact amounts to
economic impoverishment. The "improved competitigsiianeans that the citizens of a country are
now getting fewer real imports for a given amounteal exports. While the country is getting rich i
terms of foreign currency, it is getting poor imns of real wealth — i.e., in terms of the goodd an
services required for maintaining people’s lived arell-being.

128 A consequence of this is that the price of exmbpeoducts increases, eliminating the initial
advantage enjoyed by exporters. Any benefit obthfrem a devaluation can only be transitory.
129 Seehttp://mises.org/daily/5904/will-currency-devalumtifix-the-eurozone
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[...] Contrast the policy of currency depreciationttwia conservative policy where money is not
expanding. Under these conditions, when the pootalf wealth is expanding the purchasing power of
money will follow suit. This, all other things bgrequal, leads to currency appreciation. With the
expansion in the production of goods and serviceb the consequent falling prices and declining
production costs, local producers can improve thesfitability and their competitiveness in oversea
markets while the currency is actually appreciatiNgte that while within the framework of loose
monetary policy exporters’ temporary gains arehat éxpense of other activities in the economy,
within the framework of a tight monetary stancengatome not at any one’s expense but are just the
outcome of the overall real-wealth expansion.

[...] Commentators such as Nouriel Roubini advocatgepreciation of up to 30 percent. Between

April and December last year, the euro weakenedhsgthe US dollar by almost 13 percent, yet

economic activity has continued to slide. Why ttsdtould a depreciation of 30 percent revive the
economy? We suggest that the recommendation foeroey depreciation to fix the eurozone is based
on an erroneous framework of thinking. If anythiagech a policy can only make things much worse as
far as eurozone economic conditions are concerrred.

The following articlé®® from Mises.org provides another accurate desoriptf
devaluation. Exporters are in fact the recipienfs ao subsidy, and currency
debasement may not remove the inefficiency inhdmenielfare states.

<<The Exporter as Wealth-Transfer Agent

It should be clear that there is no net benefihtocountry that drives down the purchasing poviéiso
currency through monetary expansion. The only nedise exporter makes more sales is that the buyer
of the exporter's goods gets a lower price. Thiweo price was not the result of manufacturing
efficiencies, but of a subsidy — a transfer of weal- from some in the exporting country to the
foreign purchaser of the goods. With each successignetary expansion, wealth is funneled to the
exporter, his employees, and others who get theeynearly in the expansion phase. All others are
harmed. In effect, the exporter’'s sales have bedsidized by his fellow citizens who are the late
receivers of the new money. The exporter is the emseeans by which the transfer is effected. The
nation as a whole is worse off; it is not more ceiitjve.

Delaying Real Reform in a Fruitless "Race to th&d@n"

Politicians and their professional economist suggserare doing their fellow citizens an injusticg b
pursuing devaluation as a quick and easy meanspoove national competitiveness. The source of
real competitive advantage is through liberal nef@f economic policies that reward industriousness
in a people, protect their property and even th&reigners from confiscatory taxation, and eneae
savings. Over time the country’s capital base lati@n to its population will increase — an increas
capital per capita, as economists say — raisingpesperity through increased worker productivity.
But instead of forthrightly pursuing economic refgrwhich one must admit will be difficult,
politicians and their professional-economist sufgrsrare fomenting a “race to the bottom,” by which
each country tries to boost exports via competitigealuations against all others. The nation’stehpi
base will slowly dwindle through the backdoor expsubsidy made possible through monetary
debasement.

The Moral Hazard of the Welfare State

There is nothing preventing any member of the Effitftom becoming more competitive right now.
All that is required is a willingness to lower & As the common medium of exchange, the euro
reveals uncompetitive economic structures. So wbytlibse countries wishing to become more
competitive refrain from lowering prices? The ansigethe welfare state. In an unhampered market
economy, there is no structural unemployment. Albwvish to work can do so, because there is never
a dearth of work to be done. But the welfare stateoves the cost of pricing one’s labor or one’s
goods and services too high. One might say thatviiare state underpins structural rigidities m a

130 seehttp://mises.org/daily/6043/
131 European Economic and Monetary Union
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economy, such as labor laws, licensing, etc., yoreng the cost of market interventions. Devaluatio
does not address this underlying problem; therefdexaluation will not cure a country’s lack of
competitiveness.

Conclusion

Devaluation means monetary expansion. The new momest enter the economy somewhere —
payments to exporters, for example. The ensuing Ibublmisinterpreted as a sign of the success of
devaluation. But the bubble is accompanied by tled-kmown deleterious effects of a rising price
level, income redistribution, and malinvestment.tAs prices for exporters’ factors of productioseri
and the benefits of devaluation fade away, thetebeicalls for more money expansion. If more than
one country pursues this policy, there ensuesasti@us race to the bottom.

The solution is sound money. Sound money revealsebadomic policy and forces each country to
live within its means. Governments will come ung@eessure to liberalize their economies and shed
themselves of the parasitic destroyers of wealdvaliation retards this process.>>

Effects of money printing by central banks

In recent years, central bankers have referredheo policy of money printing as
‘quantitative easing’, evidently to hide the trueeaning of this policy from the
masses.

The action of printing new money is also calledatién of the money supply. It
includes the issuance of bank notes and coins hsisvihe issuance of new electronic
money for banks to use. When central banks issegrehic money, they call this
policy a programme of asset purchases, in orddnide the true meaning of the

policy.

All other things being equal, the inflation of tim@ney supply automatically results in
higher prices. Increasing prices are also refeteds price inflation, or simply
inflation. The reason why money-supply inflationusas price inflation is that the
new money is used to buy products and servicesicialty increasing the total

demand.

It is a fundamental economic rule that when demnagkases, prices in a free market
also increasé”?. The buying behaviour of people who receive thev maoney
determines how fast prices increase and what ptedue affected first.

Once all of the new money has been spent in theogay, prices stop increasing and
demand drops back to the initial, natural, demaankll At this point, the price
increase, in percentage, is exactly equal to theeysupply increase, in percentage.

Please note that, in the real world, prices may weell drop during a period of
money printing. This is because prices are notctdte only by a central bank’s
money supply. Prices in a free market are fullyedeatned by supply and demand.
Therefore, anything that affects supply or demdsd affects prices.

132 5ee the article about The Fundamental Laws of Ecarsomi
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In this author’s opinion, a genuinely free markah de expected to generate average
price decreases of between 3% and 6% per yearodueptovements in technology
and productivity and population increases.

Assuming a natural rate of deflation of 2% in a ke&rand an increase in money
supply of 1.5% that is immediately spent in therexuy, one could logically expect a
price decrease of 2% - 1.5%, or 0.5%.

The effect on prices of money printing is affecbgdhow fast the new money is spent
in the economy. If the money supply is increased @, but the new money is spent
over a period of two years, then one could expgmtiGe increase of 5% in the first

year and another increase of 5% in the second year.

We will now examine the effects of money printing the economy. | will first talk
about the one small advantage that money printargtave. | will then review the
many negative effects of this policy.

The one advantage is the potential decrease inweagks. During a period of

inflation, companies may decide to (or be forcedléave wages unchanged. When
prices increase by 5% while wages remain unchantjesh real wages (wages
adjusted for inflation) decrease by 5%. Assumingompany manages to increase
sales by 5% thanks to inflation, then it has efiety cut its wage costs by 5%.

When prices increase faster than wages, theredsceease in real wages and the
purchasing power of citizens. This decrease inwegles in not affected by minimum
wages because nominal wages (wages not adjustéaflairon) remain the same. In
other words, labour becomes cheaper and is notuh rhampered by minimum
wages as before. As a result of inflation, minimwages become less meaningful.

However, this effect is usually not sufficient tecrease employment significantly. In
addition, a purely free market would produce efuiilim wages and full employment
much faster than a market that is shackled bota tynimum wage and central-bank
inflation. When the job market is genuinely fremyptoyers do not hesitate to reduce
wages whenever this action would be beneficiahéort.

Statists and Keynesians often claim that the adgenbf money printing is that it
encourages people to consume more. But as we leareis the article about The
fatal flaws of Keynesianism, it is absurd and plesg for the government to set as an
objective an increase in consumption.

Wealth does not come from consumption but from effecient allocation by the
market of resources towards productive uses. Wbeswnption increases due to an
injection of new money, the increase in demandmpuletely artificial: it results from
the action of the government rather than from aeyuine desire of citizens to
consume more. The demand increase is thereforestamsable.

Keynesians also explain that people have a newniiveeto consume, because they

know that the value of their currency savings ispeeroded by the rate of inflation
every year. The Keynesian sees a positive effetttarmanipulation of demand.
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He does not see that any demand increase is umakdeaand that it comes at the
expense of capital accumulation. When consumptimneases because people are
afraid to save, their total savings decrease, coaap a situation where they could
freely and confidently save the fruits of their olabour.

The process of capital accumulation that is absbigssential to investment and the
development of civilisation is undermined.

Not only is capital accumulation undermined becanfseonsumption increases, but
also because more and more people divert theitatdpivards high-risk speculative
assets. They do this in the hope of preservingahee that is rightly theirs.

When all capital held in currency loses its valtia aate equal to the rate of inflation,
capital holders are forced to seek investment dppiies with a yield above that the
rate of inflation. In the investment world, a higlyeeld potential is always associated
with a higher amount of risk for the investor. Téfere, the higher the level of
inflation, the more people are forced to direcirtbapital towards risky investments.

This phenomenon results in the misuse and desiructi more and more capital as
inflation increases. Capitalists who lose theiri@pannot launch new businesses.
Therefore, the creation and operation of businessiseatened.

The operation of businesses is not only undermimechuse of the destruction of
capital in high-risk ventures, but also becauserafrs in economic calculations. By
economic calculation, we refer to the measuremémnteamand, expected profit and
expected rate of return by entrepreneurs, potemdtepreneurs, investors and
potential investors.

When a market is being flooded by currency unigstity issued by the central bank,
the demand for a product or service is divided itwo parts. The first part is the
genuine demand that results from long-term consutesires.

The other part is the artificial demand that reswdolely from the action of the
government. Note that, for all intents and purppsesentral bank is a government
agency that could also be called Ministry of Mon&yinting and Currency

Debasement.

Businesspeople cannot separate the two elementsdedviby inflated figures, they
launch investments into sectors of activity that aot genuinely in demand. This

phenoSmenon is called bubble creation, or the béggniof the Austrian business
cycle'®,

Money printing creates artificial demand. Artificdemand is the increase in demand
that originates specifically from the reception wéwly printed money by the
beneficiaries. For example, the newly printed momay trigger an artificial increase
in demand for cars.

133 Seehttp://wiki.mises.org/wiki/Austrian_Business_CycRheory#The_Theory Explained
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Households who would not have purchased a car (du&e high price of cars)
suddenly feel rich and decide to buy one. In resppar companies increase their
production capacity. They anticipate a long-terraifpee trend.

Soon, the new money is entirely converted intogmcreases, and the total demand
falls back to its genuine, natural level. Car comes end up facing a recession. The
capital they invested into additional car productis wasted. As a result of central-
bank inflation, misleading price signals are pratliby the market. The end result is
often disastrous.

While the effect of money printing is thoroughlygagive for businesses, it is even
worse for citizens. People complain about inflatiaithout realising that the increase
in price does not matter as much as the pricerdifteal.

By price differential | refer to the difference veten the inflation rate in the presence
of the central bank, and the deflation rate in Hiesence of the central bank.
Assuming the real inflation rate is 4% while théation in the absence of a central
bank would be -3%, the price differential is thé&a.This means that the action of the
central bank increased prices by 7% on this yeait-4%.

What, then, is the effect on citizens of an inflatrate of 4% and a price differential
of 7%? It is the impoverishment of citizens. Notlyorare citizensdenied an
improvement of 3% in their purchasing power, whicty could use to improve their
life, pay for essential health treatments or lauimgsinesses.

They also face a 4% cut in the value of all themrency holdings and a 4% cut in the
value of all their wages and incomes. The livingnsiard of all citizens, including
poor workers, is undermined so that the governmsantenjoy the proceeds from a
stealth tax of 7%, which it then uses to showegdase on hand-picked companies
and favoured population groups.

This bring us to the next point: central-bank infla is morally unjustifiable. It is
theft, plain and simple. As we see in the articleowd Keynesians versus
monetarists, or Statist versus Statistthe amount of new money issued by a central
bank on a given year is exactly equal to the amstatén by the government from the
citizenry on that year. As soon as the new moneyeaated, it can be said to be stolen.

In this writer’s opinion, it would be a serious ¢@diction for any true Christian to
work for a central bank. While a central bank mmikir to a country’s tax authorities,
it is at the same time more devious, more cruelrenaevoid of morality, more
dangerous, more disastrous in its effects and wmmeipt in its mentality.

One reason why a central bank is more disastrousireffects®® than even a
country’s tax authorities is because of the engbéffect of central banks. Central
banks are sometimes called the enabler of the reedtate, with good reason.

134 As a side note, the article on this webpalggép://azizonomics.com/2012/06/27/fiat-money-kills-
productivity/ suggests that the US productivity started to stegifirom around 1970, after the US
foolishly discarded the gold exchange standard.
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They are the government’s last-resort cash providegovernment does not ever
need to worry about running out of taxpayer monédyenvit knows that the central
bank is there to bridge the gap.

Central banks allow governments to accumulate telpond all reason. Their mere
presence allows governments to acquire cheap detause investors blissfully lend
their capital to a government they know will alwdys able to repay them, using
freshly printed money if necessary.

Central banks allow bankers and politicians to audate power beyond all reason
and they provide a strong incentive for wastefutegament spending. When money
is plentiful, there is no need or expectation dicefnt use. While a government
cannot ever hope to manage money as efficientlisastizens would, this statement
is even more true in the presence of a central.bank

In view of its effects, money printing could be araely described as economic
vandalism, economic sabotage, or government-spedgmauperisation.

How do we stop it? By forcefully shutting down cetbanks and by giving gold and
silver a predominant role in the definition of mgrend prices. Because gold cannot
be printed by governments, and because the quafitgpld present in the world is
finite, gold is superior to fiat currencies andauld replace them.

People who own gold are sometimes called ‘gold bugsld bugs are criticised for
advocating gold as the official currency, on thei®ahat they would benefit from an
increase in the value of the gold that they hold.

But a gold bug holds gold in the first place beeahs opposes quantitative easing
(QE) and supports the end of fiat money. The faat gold bugs are loudly opposed
to QE demonstrates the fact that they put integilitgve the concern of getting their
gold to be worth more. For if QE was to stop forewas they desire, fiat money would
then be more valuable and the value of their get#ts would inevitably drop.
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The consequences of ending central banks

First of all, we should realise that there is real’ amount of money (currency units)
that should circulate in the economy. This is beeahe ‘ideal’ amount is any amount
that stays constafit.

If the money supply does not change, then the prod¢all goods adjust upwards and
downwards according to demand and supply in the frarket. That is the best
possible situation. Prices send accurate signiédsyiag capitalism to function.

However, when the money supply constantly increas&sis the case in all countries
using fiat*® currency — people cannot easily save money andhall economic
calculations of businesses are rendered inaccurate.

Increasing the money supply guarantees inflatiothénshort term and medium term.
But because prices depend on supply and demandarjdst on the money supply,
the actual rate of inflation on any future yearrcarbe predicted.

The main consequence of abolishing a central bandvbe that the money supply
can no longer increase. An identical outcome cabaily be achieved by forcing the
government to allow the use of gold, or a 100% duzidked electronic currency, as a
competitor for the official fiat currency. This ixalled the Ron Paul competing
currencies proposal.

Obviously, the central bank would not be able trease the supply of gold in the
economy by pressing a button. Because of this, igakdbetter store of value than any
fiat currency. As a result, savers would naturatiypvert their fiat holdings into gold
holdings.

The only reason why most people do not alreadyhdois that gold is not an official
currency. This means that products and servicenatrgriced in gold units. You
cannot be paid a gold wage to a gold bank accodmi. cannot use a gold bank
account to buy potatoes using gold units.

Currently, people only receive fiat. If they wamtid, they have to buy gold with their
fiat. If they want to buy something with gold, thibgve to sell gold for fiat first. The

simple fact that fiat must be used as an internmgdieeates an additional cost that
most people are not willing to accept.

When currencies are competing freely, sellers prefeeceive gold rather than fiat
for any product or service that they sell. Buyersfgr to pay in depreciating fiat
rather than gold for any product or service thaythuy.

Initially, employers would seek to pay their emmeyg in fiat rather than gold.
Employers naturally want to pay their employee#tds as possible. But as the value

135 | explain this fact in further detail in the commte section of the Forbes article at this address:
http://www.forbes.com/sites/timothylee/2012/09/2K3printing-money-can-create-wealth/

136 A fiat currency is a currency that is backed sol®y government orders, and not by any tangible
asset like gold or silver.
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of fiat quickly drops due to the free competitiorthwgold, employees would easily be
able to convince their employers to pay them irdguoid not fiat.

The main advantages of ending the central bankesyate the following.

1) Virtuous deflation. Currently, the general paiidn is robbed of any
improvements achieved by the free market. Whenymtddty increases, the result
should be lower prices that everyone can enjoytr@ebanks prevent this decrease
from happening.

2) Improvement in the overall economic efficiencyithout central-bank
interference, the calculation of expected proftis dny given project or investment
will become more accurate. There will be a redurciio what Austrian economists
call unsustainable malinvestment. Crises born ftbe malinvestment created by
increases in the money supply will disapp&ar

3) Smaller government and more honesty in govemaAcgovernment without a
central bank is forced to find resources for evamgrease in expenditure. A
government that must increase tax or the debt kevgét more resources may start to
consider whether some of its expenses are genuieelged. Such a government may
still guarantee a part of the deposits of bank aestbolders, even though it would be
wrong for the government to provide any guarantesla

4) Capital accumulation. Without a central banlggde will again be allowed to save
with confidence, allowing capitalism to work. Peamlill be able to focus on low-risk
sustainable investments, as opposed to the situaifoa fiat-money economy
suffering from inflation.

When people are subjected to inflation, they ndifurseek high-risk, high-return
investments for the only purpose of protection frdevaluation. This benefits fund
managers but not society as a whole.

The effects mentioned above would all contributethe prosperity of countries.
Central banks can be described accurately as aiglag the land. Because large-
government advocates oppose the removal of ceriealks, they resort to
disinformation about the consequences of deflation.

137 Economic crises (i.e. decreases in output) cartrzem the monetary policy of the central bank,
but also from other factors like market saturati@source depletion, a natural disaster, a warqdet
war, trade barriers, foreign investment barrietajestaxation, state regulation, the lack of proper
rights or a faulty justice system. Crises do nagioate from psychological factors or the flaws of
capitalism, real or imaginary.
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Inflation, a necessary evil?

To prove that inflation is ‘necessary’, statist eamists usually mention the fear of
deflation, or they mention that inflation allowsngpanies to reduce real wages. The
first point is debunked in the earlier article abdhe deflation-spiral boogeyman.

The second point is easily refuted by observing twnpanies have no trouble
cutting wages when it is possible for them to dotlsat is to say, when market wages
have fallen due to changes in demand and supply.

In a free economy, this can be done through sti@mgiard negotiation or through
the dismissal of existing employees for economasoas. The dismissed employees
can then be replaced with new employees at theeharége. It is condescending for
statists to suggest that companies cannot adjesiviges of their own employees,
and need the help of the state to do so.

The essential element to remember is that a wonkract is amagreementbetween
two parties. In a free economy, a contract betvwweenparties can be ended as soon as
one of the parties no longer agrees to the deas. Mikeans employees can leave their
job whenever they want to, and employers can dsthisir employees whenever they
want to.

In other words, a company should not be able toef@nyone to work, and neither
should someone be able to force any company toantipém.

Companies usually benefit from retaining trainedokayees; that is why they do not
fire them or impose wage cuts willy-nilly. But itowld be foolish to presume that any
company will retain employees that it considerbewver-priced.

Obviously, the situation is somewhat different wizelabour market is shackled with
socialist rules that prevent the dismissal of elygés. In this case, a good argument
can be made in favour of removing the socialistkles.

Adding monetary mismanagement to labour-market mmsagement produces exactly
the situation observed in countries like Spain @rdece: extreme unemployment,
extreme national debt and extreme taxation.

The UK in the last few years has been using ladgses of money-supply expansion
in order to increase the inflation rate, allegedlyeduce unemployment. The Bank of
England successfully produced official inflatiortes of between 4% and 5% per
year, resulting in a commensurate impoverishmenhefpopulation to the benefit of
the state.

But the bank was not so successful at creating jobthe three years from January

2010, the UK unemployment rate never fell belowe4.8n all likelihood, the real
(not official) unemployment rate was significantligher.
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History is littered with illustrations of the ditesus consequences of allowing
governments to dilute the value of currentiesOn the other hand, there is hardly
any evidence of a useful trade-off between econgmwth and inflation.

There may well be evidence ofcarrelation in certain periods between a country’s
GDP growth rate and inflation. This would not bepsising at all because increases
in demand can and do trigger higher pricésvhen the level of supply is, for one
reason or another, unable to catch*tp

However, the reverse cannot be said. Higher picesot, as a general rule, trigger
increases in demand, bdécreasesn demand. For example, when the supermarket
price of bananas is raised, people naturally retheie banana consumptitin

Governments are well aware of this fact. For examalcongestion charge allows a
government to reduce the car traffic. A fuel tabowws a government to reduce CO2
emissions. Of course, each new measure reducedofmehile impoverishing the
population, to the benefit of the state.

Like Keynesians who call for more state intervemtishen state intervention fails,
central-bank managers just call for more ‘quantieateasing’ when quantitative
easing fails, eloquently claiming that the previmisrvention was insufficient.

In all likelihood, the claim that there exists agtical trade-off between inflation and
economic growth originates from a confusion of etation and causation. Because it
is a useful claim, it is endlessly repeated by r@nbanks and other apostles of
government intervention with no regard whatsoewdhé reality of the claim.

138 \Weimar Germany and the Zimbabwe dollar being justéxtreme examples among many.

139 Also see the earlier article on The Fundamental Lafvi&onomics

1401n a free economy with a sound currency, as argénge, supply is expected to increase fasten tha
demand thanks to continuous technological advaridgs. naturally leads to a virtuous association of
economic growth and deflation. lllustrations ofstiaissociation can be found in the US under the gold
standard in peace-time years; and in the last fearsy in Switzerland. Also see the earlier artarie
Hong Kong’s deflationary death spiral of doom.

141 An exception to this is the special case of sgtots focusing their purchases on a low-pricedeshar
as soon as the price begins to increase. In teicia@pcase, speculators hope to catch an ascepdest
wave. Similarly, speculators may well sell off aash or commodity, simply because they expect the
price to decrease. This is because they base tireingise and sale decisions not on the intrinsiefiten
gained from the product that they purchase, butuskely on the expectation of a price increase.
However, almost all economic transactions rasespeculative in nature; on a day-to-day basis geopl
buy the products that they buy for the benefit gdifrom the use of the product, and not because of
any expectation of a price increase.

In economies suffering from a high inflation ragpeculation becomes more prominent; but even in
these economies, people buy products and seniisesaiid foremost to consume them or make use of
them. Another rare exception can be found in thieabieur of poor Asian people faced with an
increase in the price of a base product like fite increase may well force poor people to redue th
purchases of even more expensive food products, ikat. They may then replace the lost meat
consumption with more rice consumption.

Have you noticed how politicians understand the tdvdemand when it suits them, and then forget
about it when it's not convenient? Here is the emimk. They frequently call for a currency
devaluation, thereby showing that they understaatilower export prices would trigger higher export
volumes. At the same time, they call for centratksato guarantee a minimum of inflation, thereby
showing that they do not want lower prices dome#itic The rule of ‘lower price, higher volume’ that
prevails in export markets is suddenly forgotterewit comes to the domestic market.
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A convenient lie to reinforce the idea that pedgie not mature enough to take care
of themselves, but must be led, and dispossesyea, Wise and benevolent welfare

state who will make a much better use of resoutltas the individuals who earned

them.

Using inflation to reduce real wages is akin tangsh hammer in order to kill a fly: it
is a clumsy attempt, heavy-handed and, in the @uhter-productive.

It takes a strange kind of magical thinking to &ed that an operation which results in
the impoverishment of the population can somehoakeneverything all right’ in the
economy.

In reality, central bank managers do have a claderstanding of inflation; and in all
likelihood they know that the net result of inftaiis negative for any econofs;
But they still make use of this unfortunate towhgly because it is in their personal
interest.

Money printing is a great source of power for caihlrank managers; it is one of the
powers that allow them to present themselves akittepriests of the economy. The
argument about lowering real wages and avoidingnhdrdeflation is just a rather
clever set of smoke and mirrors.

The issue of government-created inflation is soartgmt that one could envision as
the first article of a national constitution the nd® ‘citizens shall have an absolute
right to benefit fully from the falling prices thaaturally result from improvements in
technology and productivity, without any stealthbadsement of the currency by
government-sponsored agencies’!

In fact, the US constitution does already contaimds about gold and silver being the
only legal currency of the country. Realisticalhotigh, a constitution is just a piece
of paper that only exists to be ignored or tramplpdn by politicians.

142 Similarly, in all likelihood, opticians and ophtheologists do know that negative lenses hurt the
eyes of myopic people. But their compassion foerths overridden by the prospect of personal gain.
See the article on How the state fails to interviertbose rare occasions where it should.
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Why politicians love inflation

From the article on The consequences of endingalelbanks, we can see that the
solution to eliminating most inflation in our ecan@s is simple and within our reach.
But we do not use this solution because inflatgodasirable for politicians.

If you, the reader, have any doubt as to whetheegunents desire higher prices,
read the following justificatio® of quantitative easing by Ben Bernanke, the
Chairman of the US Federal Reserve (the centrdd)ban

<< This approach [quantitative easing] eased finarmalditions in the past and, so far, looks to be
effective again. Stock prices rose and long-terterést rates fell when investors began to antieipat
the most recent action. Easier financial conditionié promote economic growtfi. For example,
lower mortgage rates will make housing more affbtef4> and allow more homeowners to refinance.
[...] Higher stock prices will boost consumer weatd help increase confidence, which can also spur
spending’®. >>

The Fed is clearly saying that it supports monewtiolg, increases in share prices,
and the increases in house prices that result io@rar mortgage rates. In other words
the Fed supports higher prices in the economy engtbunds that it may promote
economic growth.

But as we have seen in the article Inflation, aessary evil? there is no reason to
believe that inflation promotes economic growtht iLe now examine the true reasons
behind the desire for higher prices.

One of the core reasons why politicians love iidlais that it allows them to produce
statistics that hide declines in living standardlbanks to inflation, politicians in
‘demerging’ economié$’ (almost all of the economies of the EU) can cldiat a
country’s GDP is increasing when in reality, itliscreasing.

A politician can claim that wages are increasingewhhey are decreasing. People
remain clueless about the actual decline in livitgndards and they cannot blame
politicians for it.

Another core reason is that the inflation produiegaentral banks is a clear source of
power for politicians. New money created from theft of citizens is money that the
government can use for its own purposes.

Monetary inflation is equal to the mass expropoiatof citizens to the benefit of the
public sector and the government. It allows a gowemt to pay itself lavish salaries,
pensions and flights around the world. Becausehis, fpoliticians are completely
insulated from the consequences of higher prices.

143 Seehttp://www.goldmadesimplenews.com/analysis/conichard-koo-and-the-keynesians-it-is-not-
about-aggregate-demand-but-about-real-prices-8700/

144 See the article on Effects of money printing bytca banks.

145 See the article on What a genuine welfare polioyld look like in the housing sector.

146 Here we see a reference to Keynesianism. Seettble an The fatal flaws of Keynesianism.

147 Since growing economies are sometimes referrex temerging markets’, it is logical to use the
word ‘demerging’ for markets that are moving in tpposite direction.
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Inflation also allows a government to keep prongsimore public investment,
welfare, company bailouts and subsidies. It all@axgovernment to accumulate debt
without limit and without fear of consequences sirany interest payment can be
made using newly-printed money whenever traditidaghtion is not enough.

Lastly, many politicians own real-estate propera@sl company shares. A high rate
of inflation helps them increase the value of thearsonal property and share
portfolios. As mentioned in the article about théeEt of immigration on wages and
the economy, when personal interest is at stakeolodical considerations are
irrelevant.

Because the true reasons for wanting inflationwargightly and dangerous to their
career, politicians do not publicly talk about thenmstead, they talk about

philanthropic things like keeping interest rates for people on a mortgage, ensuring
that small companies get loans from banks, or $éitimg the economy.

As an additional layer of security, politiciansdiko claim that central banks are
independent institutions. But since central bankt their mandate from the

government and regularly meet with members of theeghment, they should be seen
as just another government department. It is faisay that no central bank in the
world has ever done something that a governmemalidvant it to do.

UK price index (based on 100 in 1974)
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Graph of UK prices from 1960 to 1998, based omaex value of 100 in 1974.
Sourcehttp://www.parliament.uk/documents/commons/lib/eesk/rp99/rp99-02@df

In the above chart of UK prices, notice how theaisrtever been an overall decline in
prices in the UK from 1960 to 1998. At best, theeraf inflation slowed down in
some years, but it never turned negative. Thathat\a government truly wants — to
transfer as much wealth as possible from the citizéo itself.

It is safe to assume that for every consumer prooiuexistence, 90% of the price
results from the nefarious action of the governmeiuding money printing, taxes,
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regulations, trade barriers, subsidies and theatip@rof public companies. It is likely
that less than 10% of the price results from theugee cost of production.

The following quote could be read in the Finan@imhes of 20 January 20¥8in an
article concerning Japan’s monetary policy:

“the meeting is expected to result in a policy destiveen the Bank of Japan and
Shinzo Abe’s new government to overcome the militetlen that has dogged Japan
for much of the past two decades.

Notice the article’s underlying dogma that deflatis something terrible and that
simply by having prices increase by 2% per yearawverage, then everything and
everyone in the economy would become happy again.

A central bank cannot accept deflation becauseptiogedeflation as a positive force
in the economy would mean that the central banls ame play an important role in
the economy.

It is a matter of survival (at least, survival beir job and lifestyle) for people who
work for central banks to make the case, againstvadlence to the contrary, that
inflation is beneficial to the economy.

Governments are only too happy to amplify and pgepa the lies produced by
central banks and the economists they employ. Mesnhalists lack critical-thinking
skills, so they immediately pick up the lies andkemghem their own official doctrine.

According to the market commentator Peter Schif, Western central banks will not
stop printing money because of the failure of tleonomic stimulus programmes.
The failure of economic plans gives central bankgistification to maintain and
expand their quantitative-easing programmes.

In this writer’s opinion, Mr. Schiff is correct thahe central banks will not stop
printing money - not only in the West but everywheise in the world too - but the
real reason is not the success or failure of ecanpoiicies.

The real reason is an issue of power. The releng@siting of money gives a
significant amount of power to the usual suspesiral banks, banks, governments
and public-sector institutions.

Once a government and a central bank have tastegaower, they simply do not
want to relinquish it. What theyaydo is stop talking about it. What theyll not do

is stop the money printing which begins as sooa &at currency is created, only to
stop when the fiat currency disappears and is ceplavith something else.

A thorough presentation of government-created fiofta can be found at the
following addresshttp://www.adamsmith.org/research/articles/inflatibe-ultimate-
corruption

148 hitp://www.ft.com/cms/s/0/e97ab0d6-62c8-11e2-840 T4 feabd9a.htmltaxzz2IW3wneXN
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Once we are free of unfounded Keynesian and masgfadoctrines, we can then
naturally ask: what are the goals of a modern exy?0And clearly one of the goals
should be to reduce prices as much as possible.

We make people - all people low or high in socethierarchy - wealthier by
reducing the price of the things they need.

The ideal economy is one that produces goods éer. fReducing prices is the process
through which we get closer to this goal. To gutearthis process, we need to satisfy
a second goal: the goal of allowing every persoreny the freedom needed to
prosper.

149 See the article on ‘Keynesians versus monetadstStatist versus Statist’ for information about
monetarism.
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Governments cannot reduce prices, only increase the m

From time to time, governments claim to help hooss#h by taking measures like
price freezes and price controls in order to ‘contae inflation of necessities’. Never
mind the fact that long-term inflation comes soligym the action of the government.

The best price that can be had for any producensice is the price that emerges in a
free market with perfect competition. In such a kearthe price of any consumer
product drops to the cost of production. Any comyptirat charges more than the cost
of production can be undercut by a competitor dngr@ price nearer to the cost of
production.

Therefore, any action that a government takesdaae a price is counter-productive.
The three main actions that can be taken are tlmsviag.

1) Exhorting companies to reduce prices: this amwfsaction ignores the fact that
prices are not set by companies according to wiggtwantto charge, but according
to what theycan charge. By reducing prices arbitrarily, a compaeguces its profit

and its capacity for future investment. Potentially takes its first step towards
bankruptcy. Naturally, any exhortation from the gmment is ignored by companies.

2) Setting a maximum price: by setting a legal g@imwer than the market price, the
government artificially restricts the number of pligrs that can provide the product
and make a profit while doing it. Those supplielighva cost of production higher
than the legal price can no longer operate. Tlnasletvel of production decreases.

At the same time, demand increases because thendeofizany product increases
when its price decreases. Because supply decressis demand increases, a
shortageis created: there is no longer enough supply tetrie demand.

Far from helpfully reducing prices for householdee government creates an
environment where people have to queue for theymtsdhey want to buy. Because
of the action of the government, a part of the pajpan is totally unable to acquire
the products that they absolutely need.

3) Setting a maximum price and subsidising comafaethe difference between the
legal price and the cost of production: this optisrwell-liked by modern socialists
because it does not create the shortages thatotrerrgnent could be criticised for,
and because it allows politicians to have a hartiermanagement of companies.

When the government uses tax money to fund a coyppgha company no longer
needs to respond to market pressures. Effectively,company becomes a public-
sector company, an agency of the state. It can dfffes prices lower than market
prices without any negative consequence to itself.

Obviously, there is a cost to this government actibhe total cost is equal to the
amount of the subsidies, plus the cost of the hummeds needed to manage the
collection and distribution of the funds, plus te#ficiency’ cost associated with the

intervention of the state in the economy.
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In order to operate the scheme, the government nowsttax people an amount equal
to the subsidies plus the wage of bureaucrats. i$hlee direct cost. Compared to the
situation where people have to pay market pricessee that people are now made to
pay for something completely unrelated: the wadeslditional bureaucrats.

On top of the direct cost, we must add the indiagt: reduced employment and
higher inflation. When the government increasesedaxhe natural result is more
unemployment and more inflation. Taxes are a prodiicost like any other cost.
When costs increase, fewer companies can operateth@y must charge higher
prices.

In addition, subsidies distort private-sector gmtise. Recipient companies can no
longer compete on their own merits; the state @escitho wins and who loses.
Businesses reallocate their production and investsni@ order to take advantage of
the subsidies, without regard for the actual l@felemand.

Far from helping households, the government thnesatige country’s future prosperity
by imposing on everyone a burden that only somepleeshould face. One is then
reminded of a Bible proverbtreasures of wickedness profit nothiBroverbs 10:2).

Beyond the safeguarding of a country’s rule of lamgovernment cannot improve
society in any way through the use of taxation, theft. It can only make society
worse than it would otherwise be.

How the EU uses nonsensical surveys to justify inte rnational
redistribution

The European Commission loves to publish survegs ithvariably demonstrate a
high percentage of popular support among Europfginscreases in international aid
to poor countries. But these surveys are worthless.

Why? Because they portray international aid as #angethat respondents are totally
disconnected from. For the normal respondent, naténal aid is just something that
gets done in thblack box of government something that happens among a myriad
of other expenditures and that probably has consequenceswvhatsoever for
individuals.

Given this, it is no surprise that most people wlosupport ‘more aid’ for poor
countries. Most people have good intentions, deadt they like to pretend that they
have good intentions. The survey simply refleceséhgood intentions.

We all have particularly good intentions when thagentions do not affect us, but
possibly some other people, like ‘the rich’.

Therefore, a much more interesting question to Egtopeans would be ‘are you
personally willing to pay more taxso that more international aid can be distributed
to poor countries?’, ‘what percentage of additiomabme tax would/ou be willing

to pay?’. If the EU was to ask these questionspobs are it would not like the result.
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It is one of the traditional tricks of politiciatte suggest that public spending can be
increased without an equal increase in tax. Anoteceptive mind trick is the
suggestion that public spending benefits everyohdewax only hurts the rich. In
reality, it would be more accurate to say thathtaxts everyone while public spending
benefits the few against the many.

Keynesians versus monetarists, or statists versus s tatists

Among the prominent schools of economic thought, lvewe Keynesianism and
monetarism. In this author’s opinion, the differeadetween the two are superficial.
They are two statist schools of thought in the setiwmat they both support the
intervention of the state in the economy.

Politicians love Keynesianism as it gives a juséifion for their failed economic
policies. Meanwhile, central bankers, who are thedwes just another category of
public servants, love monetarism as it gives afjaation for their failed monetary
policies. Each school of thought seems to have leesied for the sole purpose of
providing these justifications.

Like pyromaniac firemen, monetarists propose usirggcentral bank to manipulate
interest rates and the supply of money in ordéinia inflation and create favourable
economic conditions. At no point whatsoever do tlggyestion the necessity and
usefulness of having the state control interestsrand the supply of money.

There is a basic assumption that the state knotisrpand that single-digit inflation
rates are good for y&tf, period. Because of this, one could say that Ksiams and
monetarists are twin brothers and not at all opgpadeologues.

They both support the creation of funny money g/ dtate and the use of this money
to further the state’s objectives. The two docsineinforce each other, with
monetarism claiming that money creation by theests a good thing, and
Keynesianism claiming that the use by the statéhisf new money is also a good
thing. Together, they proclaim: ‘Don’t ever rocketboat! Don’t touch our perfect
system!’.

Monetarists are the friends of the US Federal Reeséret us now quickly review one

of the arguments they put forward in oppositionh® message of US libertarian Ron
Paul. As a libertarian, Ron Paul naturally supparigreatly diminished role for the

US central bank, if any at all.

Quiooting from a monetarist blbyg:
<< [US] currency [...] is just short of $1 trillion, det’s call it $1 trillion just for argument’s sake.
Then, with 2% inflation, the revenue from the infiat tax is about $20 billion per year, or 0.7% of

150 5ee the articles on The deflation-spiral boogeyarahHong Kong's deflationary death spiral of
doom.
151 Seehttp://newmonetarism.blogspot.co.uk/2011/03/end-1ddhtml
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government spending, or 0.14% of GDP. Small potatand certainly not enough to justify an armed
mob outside the Fed in Washington screaming ‘Endréte’ as Paul seems to envisiom.

The claim here is, first, that the inflation taxtisy in its amount and, second, that
because it is tiny, we cannot say that inflationngnoral. However, the argument
does not withstand scrutiny. First, let us quicktidress the issue of morality. Then
we will address the issue that arises from equahiegnflation tax with the observed
price increase.

1) The amount of the theft does not make theft motar immoral.

Let us assume that a person owns a car and a hbsmmneone steals that person’s
gold necklace, is it a moral action simply becatise value of the necklace is so
small, compared to the man’s total asset portfodTourse not. Theft is immoral
and forbidden by traditions that were created thaods of years ago. This fact
remains true whether we are talking about one doHane trillion dollars.

Now, the blog article is right in stating that iewgay that tax is immoral, then we have
to define what the role of the state should be lamd we should fund it. And this is
exactly what libertarianism is all about.

Libertarians want to shrink the state to the smsallsize possible while still
maintaining the country’s rule of law. They supparfow level of taxation if the
funds are used to provide the functions of poljgstice and army, and nothing more.

Just because they would tolerate a low level oftbtaguarantee these functions, does
not mean that state taxation would then not beeé.tht would still be theft but a
more tolerable and acceptable theft, in view of #fbsence of a more acceptable
alternative. For a libertarian, the state is noartban a necessary evil.

Let us now examine another fundamental flaw indatiele’s argument.

2) The inflation tax is equal to money-supply incrases, not price increases.

Just because prices increase by 2% in a givendgesr not mean that the inflation tax
is equal to 2% of the value of the currency indation. After all, prices are affected

by many factorS?and not only by the increase in the money supply.

In reality, the amount of the inflation tax is eft@mthe increase in the money supply,
and not to the increase or decrease in prices. Westurn to this idea shortly.

But, for a minute, let us imagine that we do nabwrthe extent of the theft, and that
we must deduce it purely from the observation afgpchanges.

The natural long-term trend for consumer pricesairiree-market economy is a
decline. No-one knows exactly what the natural cdtdecline is. It depends on the
speed of technological progress and on the avhilabf resources.

152 Al of the factors that can potentially affect gplypand demand for every product and service.
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In this author’s opinion, the annual rate of dezlis between 3% and 6%. This means
that every year, the purchasing power of citizena free-market economy increases
by between 3% and 6%. Obviously, this assumestieat is no central bank.

As an illustration, let us review inflation in th& under the gold standard from 1870
to 1900. The following chart from Wikipedia covers US inflation from 1870 to
1914. Green is a deflation period, blue an inflageeriod and the dotted lines at the
top and bottom represent +5% and -5% respectivélg. vertical line corresponds to
the year 1900. The left edge is around 1870 andghéedge is 1914.

Prices declined on most years during the perioch fi870 to 1900. Rates of deflation
above 4% were not uncommon. After the end of Waviar | in 1918 and the return
to the gold standard, again there were large deflaates in the US.

Demand changes can account for variations in tleet serm and medium term,
because demand declines trigger price decfiheshile demand increases trigger
price increases.

Now let us assume that on a given year, the natatalof price decline is 4% due to
technological improvements. Therefore, if on thearw prices increase by 2% as a
result of a loose monetary policy, it means thatrtionetary policy is responsible for
an increase in pric&S of at least 6% - not 2%

To see this, let us set the price level at 100@beginning of the year:
* Price level without a central bank at the endhaf year96 (4% deflation).
This is the price level that people would enjoytreg end of the year if there was no

central bank to debase the currency.

* Price level with a central bank at the end of ylear:102 (2% official inflation).

153 sourcehttp://en.wikipedia.org/wiki/File:US_Historical_liftion_Ancient.svg

| also talk about this period on my website:
http://www.heroicfantasygames.com/Forums/viewtqip?f=3&t=405#p3619

154 5ee the article on The Fundamental Laws of Economics

155 Here we touch on a fallacy often repeated by mewjith a superficial knowledge of economics: the
idea that inflation does not exist if we do notremse the money supply by a percentage that i€high
than the rate of economic growth. In fact, all @ases in money supply increase prices, relativieeto
price level that would prevail in the absence ohetary inflation. In other words, price increasaeet
place ‘ceteris paribus’: all other things being &qu

The fact that consumers may not see actual incréiaghe prices that they are made to pay for basic
goods does not negate or justify in any way theddrtransfer of wealth orchestrated by central bank
an action that could best be described as econaamigalism.
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This is the actual price level recorded at the @frttie year.

* The central bank is therefore responsible forieguincrease of:
(102-96)/96 =6.25%

This is the inflation rate required to increasec@si from 96 to 102. It does not
necessarily mean that the money supply has beesased by just 6.25%.

For example, it is possible that the money suppg wcreased by 12.5% (two times
6.25%) and that it will take a full two years fdl af the new money to circulate in

the economy, impacting prices in the process. fer a single year, half of the new
money may have impacted prices, resulting in aegricrease of 6.25%.

If the ‘tax base’ is just 1 trillion, and the inflan tax rate is 6.25%, then the
observable inflation tax for this year is USD 6bi8ions, or 2.2% of government
spending for this year.

However, the ‘tax base’ is not merely the numbeplofsical dollars in circulation.
The blog author conveniently forgets that the tidlatax erodes not only the value of
all banknotes, but also the value of all bank dépatenominated in dollars! This
includes all demand deposits and savings accolinestotal is called the M2 index of
money supply.

In June 2013, the official vall®® for M2 was 10.59 trillions. But since the blog
article referred to late 2010, let us keep the &falof 9 trillions for M2.

If this is the real base of the inflation tax, amfidve assume that the rate of the
inflation tax is 6.25%, then the amount of theatifin tax is equal to 9 trillions times
6.25%: 562.5 billions. If we accept the figur&sof the blog article for GDP and
government expenditures, then the inflation taxegsial to 3.77% of the GDP and
18.75% of government expenditures.

We can therefore assume that the US governmentioason to pay for around
20% of all its expenditures. From this quick cadtidn we see that the amount of the
hidden tax is actually enormous. Inflation is absally essential to the maintenance of
the US welfare state and the country’s militaryenglitures.

In reality, the inflation tax is exactly equal teetamount printed by the government.
Since December 2012, the US government openly adht it increases the money
supply by 85 billion dollars every month.

The real increase, of course, is higher than timeumt. But let us assume that this is
the true amount. This means that each year, 1,0@0nbdollars of new money is
created by the governmémt In other words, more than one trillion dollare ar
printed every year.

1% sourcehttp://iwww.federalreserve.govireleases/h6/current/

157 See the historical chart of M2 bittp://research.stlouisfed.org/fred2/series/M2/

%8 They are: 3 trillions for government expenditurad 44.9 trillions for the GDP.

159 Central banks are not subjected to any transparesguirements, so the actual amount of new
money issued every year may far exceed the offiigjates.
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This is the exact amount stolen by the governmemh fthe citizenry each year. It

does not really matter that the actual spendinth@ihew money may take place over
several years, producing the illusion that monegtimg does not have much impact.
As soon as the new money is created, it can becéid stolen.

To see why this is true, imagine the situation meaonomy prior to the doubling of
the money supply by a central bank. Let us cadl #tionomy E1, its equilibrium price
level P, the money supply M, and the amount oftadseld by the people A.

Now let us imagine an economy (E2) that is absbluteentical to E1 except that all
monetary values in that economy are doubled. lofed logically that in E2, the
money supply is 2M (two times M), the assets hgldhe people are 2A (two times
A) and the equilibrium price level is 2P (two tinek

The market equilibrium in E2 is identical to that B1: demand is identical,
production is identical, the people are identicadl anost notably theipurchasing
power is identical. The people in E2 are not in any waltdr off than the people in
El. They are no better and no worse.

Now let us start from E1 and imagine that the @riiank of E1 doubles the money
supply and uses the newly printed money for its @wih purposes. Let us call the
economy E3 after the change.

We have now moved to a situation rather similarE@& the money supply has
increased from M to 2M and the price level is nowving from P to 2P (all other
things being equal). The difference between E3Bads that in E3, the assets of the
people are still A, while the assets of the govesnthaveincreasedby A. The new
assets of the government come from the direct tiektfrom the people.

The pre-existing situation was E1, but E1 was fiemetlly equivalent to E2 where the
assets of the people were 2A. Therefore, throughmtbney-printing operation, A was
forcibly transferred from the people to the goveemtn And because A was the
amount printed by the central bank, we can sayAhiatthe amount stolen from the
people. It is the value stolen from the people esped in units of the new currency.

The currency was debased by 50% so we can indgethatathere is now a new
currency that is worth 50% less than the old onawNof course, expressed in units
of the old currency, the amount of the theft isdowbut why should the amount be
expressed in units of a former currency?

* E1 is what the economy looks like with the oldreucy.

* E2 is what the economy would look like if it uselde new currency, but the
government had not perpetrated its shameless piuRdectionally the same as E1.

* E3 is what the economy actuallyafter money printing.
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More than just another stealth tax, the inflatiar provides a guarantee that the US
government will always be able to repay at leastesof its debt, simply by robbing
taxpayers of the desired amount.

This allows the state to expand its total debt muobre easily. This is why
libertarians sometimes call the central bankehabler of the welfare state Central
banks help countries move towards bankruptcy lynatlg them to accumulate debt
at an artificially low cost.

Even when the official inflation rate is as low 2%, inflation already accounts for a
large part of government spending. But there igumarantee that the rate of inflation
will stay at 2%. In fact, it is very likely thatefreal inflation rate, not the one reported
by public servants, is already higher than 2% enUus.

Public servants have every incentive not to refluetactual rate of inflation, in the
same way that the government has every incentivid® the actual amount of tax it
collects from the population. In coming years, thal rate of inflation is very likely

to increase in the US as a direct result of in@eas the money supply.

The monetarist concept of bad deflation

On the following websitehttp://www.fee.org/the freeman/detail/deflation-tp@od-
the-bad-and-the-ugly#axzz2jDzkU7dWe can read a description of the monetarist
concepts of good deflation and bad deflation.

In essence, good deflation is defined as a detlipeices resulting from productivity
increases. Bad deflation is defined as a declin@rices resulting from a higher
demand for money unmatched by the money supplyeo€éntral bank.

Allegedly, bad deflation triggers deflationary spé& where demand declines to such
an extent that companies go bankrupt, leading teendemand declines and more
bankruptcies. The monetarist does not explain wherevicious circle ends or what

happens afterwards. He only points a shaky fingdreaUS Great Depression.

The thing that monetarists do not seem to unde¥simrihat both scenarios, good
deflation and bad deflation, are one and the saeteme explain:

* In the first scenario, we have a given level ohsumer demand (let's call it C) and a
given level of production (let's call it P). Sinee are in a situation of equilibrium, C

is equal to P. Now, productivity increases and é&dsuly increases to P2, a higher
value. Companies find that the current level of dechis not high enough to sell their
current output. So companies have to cut pricesder to sell their additional output

and return to the equilibrium.

* In the second scenario, again we have a consderaand C and a production level

of P. Again, we are in a situation of equilibriugo, C is equal to P. Suddenly, people
want more cash, so C declines to C2, a lower valmenpanies again find that the
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current level of demand is not high enough to $&ir current output. So companies
have to cut prices in order to sell their excegpuiuand return to the equilibrium.

For companies, the only thing that matters is ti@match of supply and demand. It
makes absolutely no difference to them whethernir@match is due to a supply
increase or a demand decline!

Likewise, companies increase prices both when aked supply declines and when
demand increases. It makes no difference to corapawhether the mismatch of
supply and demand is due to the supply or to tineatel.

It follows that there is no reason to believe thaprice decline due to increased
savings would result in any more bankruptcies thanice decline due to productivity
increases.

Whenever prices decline in any sector of any ecgna@ommpanies that cannot offer
the product at a cost lower than the market prame foankruptcy. This is a normal
part of the life of any free-market economy. Ing#nt companies must give way to
efficient ones.

Fundamentally, the two situations of ‘good deflatiand ‘bad deflation’ are one and
the same. One could say that whenever the produtdicel increases, the so-called
demand for money (I prefer to call it demand forisgs) becomes too high! In both
cases, the economy just makes too much stuff teaplp do not want to buy at
current prices.

When this happens, no-one knows and furthermoreneoneeds to know exactly

why it happens. As a general rule, neither a comp®r a government could say

whether the cause of a price decline was an outmuéase or a demand decline,
because the two situations are indistinguishatale feach other and could happen at
the same time.

It would be totally futile for a central bank tytio extricate one factor from the other.

Now, of course one could wonder: what factors cdalttl people to seek a higher
level of savings? Since humans are all differewt @hlead different lives, it is really

not the job of any economist to say what a ‘nornh@Vel of savings is or whether
savings should increase or decrease.

But it seems logical to think that when people feed with suicidal government
policies, such as trade barriers, minimum and marimvages, stifing employment
regulations, currency debasement, public-sectoropolies, subsidies, bailouts, high
tax levels and extreme government spending lettedsy, naturally fear for their own
future, with the effect that personal saving levelsd to increase.

In this situation, a demand decline is not theabsefaced by the economy, but a mere
symptom of the disease of state intervention in the ecognom

A free-market economy would quickly respond to dedhaleclines and output
increases by reducing prices and wages, to thefibehall consumers. In so doing,
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long-term unemployment would be avoided. But a arelfstate would prevent prices
and wages from going down, instead forcing buse®$s go bankrupt and generating
long-term unemployment.

It would be a serious mistake to believe that sgwiare not important or that they
should be reduced, minimised or sacrificed to e gf consumption.

Savings are the backbone of capitalism; there aamd investment without prior
savings. Savings are also necessary for people todependent, for people to protect
themselves from expected and unexpected difficutiied for people to buy big-ticket
items.

For other consumers, savers bring the added btesdinower prices, through the
reduction of the total demand for products. ForkKsarsavers provide capital that
banks use to create reserves and distribute loans.

But for both Keynesians and monetarists, the huwchagire to save is a disease!
Keynesians ‘fix’ the disease by having the statengpmore, while monetarists ‘fix’
the disease by having the central bank issue moreyn

The author of the online article mentioned aboveremily blames government

initiatives for the Great Depression in the US. ,Baging a true monetarist, he then
contradicts himself by suggesting that the US Fexlisl have reacted to the demand
decline by multiplying the money supply. In otheords, the Fed should have
launched a grand theft programme designed to opgeasers.

Monetarists do not realise that increasing the mosepply is the epitome of
government intervention in the economy. There ismwe solace to be found in a
government's monetary policy than there is in aegoment's fiscal policy. Both of
them are equally disruptive to the economy.
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Part VIIl The Road Ahead

How to get out of the economic morass

In this article, we will review the measures neettetdring back economic dynamism
to Western countries.

* We need to abolish the minimum wage to give peapichance to find work, and
companies a chance to operate at a low cost. Husld be done first. It makes
absolutely no sense to dismiss public servants \leejob market is shackled.

In the same vein, we need to abolish all restmation hiring and firing, with the same
purpose of giving people a chance to work. Compamspecially SMEs, are the most
important engine of prosperity.

* We need to abolish all subsidies to companies ahdhank bailouts. In order to
preserve fair competition, no company should rezeany subsidy. Allowing the
government to pick and choose its favourite comgmnvhich it stops from going
bankrupt amounts to creating a rigged market madefua few huge monopolistic
state-supported companies producing junk that movwzamnts!

For every bankrupt company that the state savkslsita number of SMEs that could
have emerged to fill up the gap in the marketbgfthe large company. Bankruptcy is
a reflection of the fact that a company is not teds or not wanted sufficiently.

Therefore the process of bankruptcy should nevestbpped by the government at
taxpayer expense. No exception should be madedoksor any other supposedly
essential industry.

* We need to abolish all direct and indirect trdmeriers, even with countries that
have trade barriers against us. The removal of domé&ade barriers should be a
unilateral move. Taxpayer money should never betegasn futile diplomacy that
only benefits embassy personnel. Trade barriersldhme removed because low-cost
imports are an engine of prosperity. Any restritsimn incoming foreign investment
should also be removed, as foreign investmentaghen engine of prosperity.

* We need to introduce a new gold-based currencgodnd currency is a prerequisite
for a sound economy. Currently, people are notgeitowed to save the fruits of
their labour serenely. The accumulation of capstdleing hampered. A gold currency
is needed to restore the foundation of capitalism.

The central bank should be closed. It should orlydmpened in the case of an all-out
defensive war. This is the only time that citizexpm@priation would be morally
justified. All interest rates must be set privatehithout any interference from the
state.
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* We need to reform the justice system in orderimprove its effectiveness and
greatly reduce the cost. For this purpose, thehdeanalty should be reintroduced for
murderers. Flogging or caning should be reintroddoe rapists and repeat offenders.

Those who think that those measures would somehakensociety more brutal

should first spend a few months in the high-crimeaa of London and then another
few months in Singapore. In this author’s opiniserious criminals should not be
allowed to drag down an entire economy, as theyndeéurope. From the moral point

of view, society does not prove its benevolencebbing kind to the cruel, but by

being cruel to those who are cruel.

* The ‘National Socialist Housing Stock’ should ®&ld on auction, except for a few
buildings in each city, depending on population.e3d buildings should be
reconverted into dormitories for destitute peojpteorder to reduce housing prices, it
is absolutely essential to remove the interferaidhe state in housing.

* We need an immediate and unilateral default dmalional debt. The state must
live within its means without any payment of intrer principal to other countries.
Politicians have no right to transfer the burdentloéir own massive debt onto
citizens.

* We need to stop all foreign aid payments. Whygdoernments distribute foreign
aid? After all, they could just as well point thegple towards an international aid
institution like the Red Cross and ask them to t®t@them. This way, the aid would
be voluntary and not coerced.

So what is the real reason for us to go throughgtheernment to pay foreign aid?

There are several reasons. Firstly, bribing coestnmake them dependent and
compliant, in the same way that people on welfageda@pendent. So it is a useful tool
for world policing. It stands to reason that coiggrwith imperial pretensions would

distribute a lot of so-called international aid.

Secondly, the more tax, the more power for the gowent. It gets to manage an
entirely new department, with the almost-total suppf the masses who, generally,
think that the intentions of the government areugeely compassionate.

Thirdly, allocating huge amounts of tax money tod@auses such as poor countries
or HIV drug development, while not actually helpitigpse causé¥®, provides the
state an excellent means of defence against sriticindeed, how could anyone
criticise a government so generous that it wiljngpends billions to help others and
develop drugs against diseases?

If we are to turn a country like the UK around, tim/ernment must shrink down its
ambitions for world policing and power, and adope tcommon sense of real
households. Would an over-indebted household dediaapart of its income to
helping people in other countries? Not likely!

180 state investment into drug research is not helpohuse a free market would more efficiently work
towards the goal of disease eradication. Likewisse frade between two countries would lift people
out of poverty in both countries more efficienthah any tax-funded state initiative ever could.
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When catastrophes do happen, let the governmehtooapeople to be privately
charitable. No tax should ever be paid towardsidoraid, unless we really want our
country to tax us so that it can manipulate otlmméries. Which country could be
said to have superpower status: a near-bankrupthamelistributes lavish foreign aid,
or a wealthy, prosperous one that keeps to itself?

* We need to introduce a ‘transitory weaning periofdfive to ten years. ‘Weaning’
is the action of rendering people less dependerntherstate. During this transitory
period, we can retain the National Socialist relitsle charging increasing prices for
their direct use.

People who use public schools should directly ¢ouate to their funding, people who
use museums should directly contribute to theirdfng, people who use public
housing should directly contribute, people who psblic healthcare should directly
contribute, etc.

During this weaning period, the state must redpending in order to reduce tax and
allow the private sector to pick up the slack. he tUK, the National Insurance
Contributions and Council Tax should immediatelynberged with the Income Tax,
which should then be progressively reduced.

Non-monetary welfare benefits, such as public-prars discounts, should be
abolished. All monetary welfare benefits, such s state pension, winter fuel
payment, incapacity benefit, child benefit and uplyment benefit, should be
merged into a single benefit called ‘Poor’s Grant’.

The name of this benefit should not be neutradhtiuld reflect the fact that it is not a
normal situation for someone, anyone, to receiveefies. It should reflect the fact
that a forced payment is being made, out of compast someone who genuinely
lacks resources.

Once it is established, the Poor’s Grant shouldrbgressively reduced for all, except
destitute people who are genuinely unable to wéhe golden rule should be not to
provide any benefits to people who are not destitut

Concerning people who are destitute and capableodfing, the state can help them
survive but it should not make them comfortable.ntéte the earlier suggestion
concerning the housing stock. However, it would dveatly preferable if private
charities were given a chance to provide the Hedp these people may need, so that
the state does not have to.

Concerning people who are destitute and genuimelgpable of working, the state
can make them comfortable but only if private dyadoes not take care of them first.
The government should not make use of public fuffdsced funding) when

voluntary sources of funding can actually be fouN@luntary sources normally
include a person’s family and private charities.

At some point during the weaning period, individuahd companies must be allowed

to completely opt out of National Socialist headtteeand pensions. People should not
be forced to pay for a system that they neithertwaor use, nor support.
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* Assuming welfare benefits continue to exist, we@w@d then introduce an auction-
based system of visa delivery. All visas shoulddseied through an online auction.
There is absolutely no reason to prevent wealtbyiduals from entering a country,
and every reason to let them come!

With an auction system, only people with sufficiéinancial means get to enter the
country, and through their purchase of the visg ttantribute to the country’s budget
surplus.

Once welfare benefits have been reduced to thet poat they no longer attract
destitute foreigners, visa requirements shouldlin@reated altogether. Imagine that —
not being harassed by customs officers every timetgke a flight or return from a
flight to another country!

* Based on the fact that nuclear bombs carried bgnarines provide ample
protection against the risk of a large-scale cofflive need to reduce military
expenses drastically. A country teetering on thakbof bankruptcy should totally
forget about its world-domination ambition.

The world does not need a ‘security council’ tolypweaker powers into submission.

In France, the UK and the US, substantial savirgsle made by reducing the army
personnel and by selling fighter aircraft, combatticles and warships. It is fair to say
that the larger a country’s military, the largee #go of its government and the poorer
its people.

* Finally, we need a reform of government. If demamy is to be preserved, then the
principles described in the article ‘Three goldefes for a direct democracy’ should
be adopted. Some of the principles described in dhicle ‘How to fix a
representative democracy’ may also be adopted.

In this author’s opinion, genuinely conservativel &ibertarian proposals can only fail
in representative democracies as they currenthstexihese initiatives do not
necessarily get rejected because of a lack of popstipport?, but because the
system is stacked against them.

The few people who could actually take positiveaaachave no interest in doing so.
Hence, there is an absolute necessity to changeystem. It would do no good
simply to change politicians or tinker with socsalinitiatives.

181 While people naturally support socialistic initi@s that they perceive as being in their direotrs
term self interest, they are just as likely to cegocialistic initiatives that they do not peraeas being
profitable. For example, there is nothing to stegsS citizens from adopting a minimum wage, but
they wisely prefer not to do so.
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What will actually happen

Out of all the suggestions that a government reseivom economists, libertarian
suggestions are the ones that politicians in reptesive democracies are the least
likely to follow®2 This is because none of the traditional libeatariecommendations
are in the interest of politicians.

Libertarian policies would not help them, but reelubeir powe®. One cannot be
expected to act against one’s interest. This ie ttievery entity, whether it's an
individual, a company or a state.

While a representative democracy (a pseudo demgcratiows the short-term

whims of elected representatives catering to tfaioured minority groups, a direct
democracy (true democracy) follows the will of ttmajority of the people, while a
more authoritarian system follows the long-terndgmice of the leaders.

In a direct democracy, better decisions are takan tn a representative democracy,
as long ageople are not allowed to vote on the expropmatibothers - or as long as

people have to rely on a special vote as defingtienarticle on ‘Three golden rules

for a direct democracy’.

In an authoritarian system, better decisions akentathan in a representative
democracyas long asthe leaders have the long-term interest of theuladion at
heart and not only their own.

Complete abnegation is not necessary for a godtbsdtarian leader. It is enough for
him to understand that his own prosperity depemdhe prosperity of the people as a
whole. The interest of the population does not neete sacrificed. This line of
thinking has meaning only for leaders with a loag¥ approach.

But because libertarian policies conflict directhjith the short-term interest of
politicians in representative democracies, they rave going to be adopted by the
Western world in the future.

Instead, tax and debt levels will continue to iaseat a slow rate in both the US and
the EU. Their unemployment levels will remain higrhe US dollar, the euro, the
pound sterling and all the other fiat currencie @dantinue to be debased slowly.

Some of these currencies may change their namettier rick populations into using
them. Slowly but surely, state dependency will @ase, while living standards will
decline and poverty will take hold. New financiaises are likely in the future,

162 As a recent example, it is only after completelpning out of ideas that the Greek government
reluctantly agreed to reduce - not abolish - thiional minimum wage. The stranglehold of the state
on the economy is such that libertarian policias @aly be adopted after every other option hagdail

163 When a politician must take a decision concerrang proposal, he naturally asks himself the
following questions: Will this increase the levdlamntrol | enjoy over others? Will this improve my
reputation and that of my colleagues? Will thisedily or indirectly increase my bank account? Will
the policy ingratiate me with certain groups of pleovhom | have chosen to lure and whom | consider
to be useful idiots? Will | be able to justify thelicy using easy sound bites?
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because of the massive intervention of Westeresiatthe financial sector in recent
years.

Because China is better managed than the US opEanocountries, it will continue
to develop faster. Asian living standards alreadgeed Western living standards in
places of high economic freedom like Singapore,diiong, Macau and Taiwan. In
the future, more and more places in Asia will sagpthe West in terms of living
standards.

The Western countries will continue to grapple wibonomic difficulties for
decades. The end result in some countries will tieaage in the form of government.
Democracy is already under threat in Italy and Geeén some European countries,
representative democracy will be replaced by a fofewuthoritarianism.

It is easy for politicians in representative denagegs to switch to authoritarianism,
because this does not involve a decrease in paiitipower, but an increase.
Therefore, there is no conflict of interest. Poldans only need a justification for this
and the justification can be an economic collapse war.

The switch to authoritarianism can be a good th&w mentioned earlier, economic
prosperity does not depend on the institution ohoeracy at all, but on the economic
freedom of individuals. Therefore, authoritarianisam be used for good or evil.

There is no interest for politicians to switch twedt democracy because it would
amount to removing their own authority and powehisTexplains why direct
democracy is uncommon in the world today.

What is a decent person to do

When one realises that the government does not fwotke interest of the people but
for its own interest and almost always to the detrit of innocent people, the natural
reaction is to adjust one’s behaviour. The coursaation for a decent man who
chooses not to encourage state theft and statigaif may include:

* Avoiding, to the largest extent possible, the paynt of taxes and mandatory
insurance premiums.

* Reducing the number of hours worked to the largesgent possible, if the extra
work would result in the payment of taxes.

* Withdrawing all investments and resources frommissocialist countries, to the
extent that it can be done.

* Investing a part of one’s portfolio into gold. A&sstrategy against money printing, it
seems reasonable to hold gold equal to betweenat@?20% of one’s portfolio.

* Not buying from companies that receive state glibs or benefit from licensing
laws, to the extent that this can be done.
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* Not contributing to charities that receive statdbsidies.

In many ways, the governments of representativeodeswies are like alcoholics.
They are three times drunk: drunk on power, drunktmney and drunk on waste.
People who pay tax to them are like the spousenoélacholic partner: captive,
resigned, depressed, helpless.

One does not help an alcoholic by giving him a @aidp buy drinks, but by
withdrawing from him and leaving him to fend foniself.

According to another line of thinking, one shoultempt to obtain for oneself as
many welfare benefits as possible. The main purpddéis being to accelerate the
bankruptcy of the state, and thus the eventual vairaf the welfare state.

Unfortunately, this course of action is just alkto increase the servitude of the
population through higher taxes and prices, as tbiforce a government to abolish
welfare.

Freedom links

Daily US news and forum sit&he Daily Paul http://www.dailypaul.com/
Austrian economic theory:udwig von Mises Institute http://mises.org/
Daily radio:Peter Schiff Radiohttp://www.schiffradio.com/

Daily French news article€ontrepoints http://www.contrepoints.org/

Gold investor forumKitco https://www.kitcomm.com/forumdisplay.php?f=7
US Freedom State Projecthttp://freestateproject.org/

Heritage Foundation international ranking of economic freedom
http://www.heritage.org/index/ranking

The author’'s website ibttp://www.heroicfantasygames.can®n this site, you can
find information about this book and about the atthvideo games, Knights of the
Chalice and Battle of the Sands.

Knights of the Chalice is a 2D computer role-playgame based on the OGL 3.5, the
set of rules at the root of Dungeons & Dragons Bditle of the Sands is a 2D real-
time strategy game inspired by Dune 2, Dune 20@0R=ed Alert.

If you like this book, please support the authomlnifing a review on Amazon Kindle
or by buying one of the author's games. Thank you!
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You have the right to be taxeds a libertarian or classical-liberal outlook our&pe,
written by a European. It is partially about bastonomics and partially about basic
philosophy.

It examines the modus operandi of European welfsaites and spends some time
unwinding the myths that are propagated to enswepersistence of the state as a
virtually all-powerful provider. The book also exmms the flaws of democracy and

some possible remedies.

For the record, a libertarian is not an anarchéstalise he agrees with a limited role
for the government. For the libertarian, the gowsgnt must focus on maintaining at
a low cost a small army, a small police force, andheap and effective justice
system. Any other function should be carefully eked to determine if it really
should be the state’s responsibility. In nearlycaies, it should nSt.

Pierre has a master’s degree in international en@®and finance. He has studied at
the universities of Bordeaux in France and Bradfordhe UK. He has lived and
worked in France, India and the UK. He works asiaalyst in the UK and is also an
independent video-game developer. His websitens,.heroicfantasygames.com

Famous quotes

“Little else is requisite to carry a state to thghest degree of opulence from the
lowest barbarism but peace, easy taxes, and albddeadministration of justice: all

the rest being brought about by the natural coofs$eings.”
Adam Smith (1723-1790)

“Hell is full of good intentions or desires.”
Saint Bernard of Clairvaux (1091-1153)

“By a continuing process of inflation, governmeanconfiscate, secretly and

unobserved, an important part of the wealth ofrtbiéizens.”
John Maynard Keynes (1883-1946)

“A weak currency arises from a weak economy

which in turn is the result of a weak government”
Gordon Brown (born 1951)

184 1n fact, it may well be the case that society widunefit from leaving even the functions of police
and justice to private-sector entities. See fomgda: http://mises.org/daily/5270
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