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CUTS! ECONOMIC NECESSITY OR
POLITICAL CHOICE?

WHAT WE ARETOLD
For more than a year politicians of the three major
parties, and all of the mainstream media, have been
putting forward the same story.

We are told that:
• the country is in crisis because of an exceptionally large
Government debt.
•This is caused by over-spending on services such as
health, pensions and education
•This spending can’t possibly continue—as a matter of
urgency we have to reduce it immediately
•There is no alternative—cuts are the only way to do this

SOME MYTHS DISPELLED
Isn’t the problem over-spending on public services?
We are constantly told that the crisis has been caused by
high public spending, especially by the last Labour
Government. However, Britain is not a particularly high
spender on public services. In fact, since 1992 the British
Government has spent about an eighth less than the
average for other countries in the EU.

The key cause of excessive debt is the cost of bailing out
the banks.A staggering £1.2 trillion has been spent
supporting the banks—spending which was approved by all
major political parties.

Don’t we have to take drastic action now because of
the exceptionally high level of debt?
The present debt is not abnormally high, and certainly not
at the crisis level we are told. Government debt never fell
below 100% of GDP (the total amount of goods and
services produced in one year) between 1920 and 1960.
The predicted debt in 2015 is lower than the debt
throughout the 1960’s.

Governments borrow all the time, and almost all have a
national debt. It makes sense to borrow money to pay for
investment.This will stimulate the economy, getting people
into jobs so they have disposable incomes to spend.

Isn’t the UK debt worse than in other countries?
According to the IMF World Economic Outlook Database,
in April 2010 the UK had the lowest government debt as a
proportion of GDP among the G7 countries (US, Canada,
Germany, Britain, Japan, Italy and France).

If we keep building up debt won’t we end up in the
same situation as Greece?

How manageable the government debt is comes down not
just to how big the overall amount is, but to whom the
money is owed, and on what terms.Where countries such as
Greece tend to owe money to external financiers, the vast
majority of UK debt – about 70 to 80 percent – is held by
banks and financial institutions in the UK.

UK government debt is also much longer term than
countries such as Greece, Portugal or Ireland.This means
the terms of the debt have to be re-negotiated much less
frequently, and as a result are less vulnerable to market
speculation and huge increases in interest rates.

Isn’t it sensible for the Government not to spend
more than it earns, like any household?
The public economy is not the same as a household
economy.When a consumer cuts back, they don’t have to
worry about the wider impact of their reduced spending.
But when a government cuts back it depresses the economy.

But we can’t keep on spending more than we earn!
If the amount of income the country generates in a
year is less than the amount it spends we have a
deficit.The accumulation of the deficit over a number
of years is the debt.

Although some debt is manageable, we don’t want it to
continue to grow and grow, so we do need to generate
more income or reduce expenditure.The question is how
do we do this?

We think cutting expenditure on public services will make
the situation worse, not better.

The best way to reduce the deficit is to encourage growth.
More people in jobs equals more tax coming into
Government coffers, equals more money spent on goods
and services and less spent on benefits.That equals
substantial long-term growth, keeping the government debt
at sustainable levels.

Wise spending is cost effective whereas reckless cuts can
actually cost more, or store problems for the future.
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Boldly going in the wrong
direction…
“The British government’s plan is bold, say
the pundits – and so it is. But it boldly goes
in exactly the wrong direction.Why is the
British government doing this? The real
reason has a lot to do with ideology: the
Tories are using the deficit as an excuse to
downsize the welfare state. But the official
rationale is that there is no alternative.”
Paul Krugman, US economist and
Nobel Prize winner,
NewYorkTimes 21/10/10

Tax Research UK calculates that cutting the
job of a public employee earning £25,000 a
year will save the government only around
£2,000 once you take into account the tax
this person is no longer paying and the
benefits which they will become eligible for.
Because they will have less to spend
making them unemployed will also risk jobs
in places where they were a customer.

HM Revenue & Customs have cut 25,000
staff in recent years, which has led to
uncollected tax at unprecedented levels.
Compliance officers in HMRC bring in over
£658,000 in revenue per employee.

Cutting support staff like NHS cleaners has
meant an increase in healthcare acquired
infections, costing the NHS £1 billion.

Government support for Britain's banks
has reached a staggering £1.2 trillion
from New Economic Foundation report
October 2010

WHAT ARETHE ALTERNATIVES?
The decision to make cuts is a political choice, not an
economic necessity – there are alternatives, we just never
hear about them.

Expand the economy
The best way to cut the deficit is to encourage growth.

This view is argued for by many eminent economists, including Nobel Prize
winner Paul Krugman.They argue that cuts will make the economic situation
worse—the exact opposite of what we are being told.This is because with
cuts comes a reduction in Government income. Government spending on
benefits goes up and the income from tax falls as companies fail or lose
business.

Creating more jobs means that the Government income goes up, as less
money is spent on benefits, and more tax is collected.

We could invest in areas such as housing, renewable energy and public
transport - projects which will benefit society as a whole.

Tax justice
Money can be raised for public spending if the political will is there:

• £25 billion is lost annually in tax avoidance and a further £70 billion in
tax evasion by large companies and wealthy individuals.An additional
£26 billion is going uncollected.

• Raising the top band of income tax from 40% to 60% (the level it was at
underThatcher) would raise £19bn a year, while a one-off 10% levy on the
£77bn in profits that the richest 1000 British people made last year would
raise £7.7bn – enough to stop all the cuts they're proposing this year.

•The Robin Hood tax – a 0.05% tax on global financial transactions –
if this was applied to UK financial institutions it would raise an estimated
£20–30bn per year. This alone would reduce the annual deficit by between
12.5% and 20%.

Re-direct public spending
There are also areas of public spending which could be redirected to meet
social needs.

• The currentTrident system costs about £1.5 billion every year, and
while estimates of the true cost of replacing it vary widely, they
tend to come in at above £80 billion over 25 years.

•The war in Afghanistan is currently costing £2.6 billion a year

Other leaflets available from Brighton & Hove Women Against the Cuts:
• The Impact of the Cuts on Women (produced by Brighton Women’s Centre)
• The Impact of the Cuts on People with Disabilities

Leaflet produced by Brighton & Hove
Women Against the Cuts
bhwac.contact@yahoo.co.uk
Or write: c/o Brighton Peace and
Environment Centre
39-41 Surrey Street BN1
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