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THE BOMBASTIC ENTERTAINER VERSUS THE TEFLON ENTREPRENEUR.  

Britain is about to be gifted its new prime minister in a few weeks’ time by the Tories. To win Tory 

members support both men have pledged to cut taxes and increase spending. In the case of the 

populist Johnson his tax cut is aimed at the rich and in the case of the consummate neo-liberal Hunt, 

it is aimed at the corporations. In the view of the Independent newspaper, Hunt the underdog, as 

expected, has been forced to make the biggest pledges amounting to $46 billion in spending 

commitments. Johnson who is more secure in his election prospects has been more modest in his 

outlook making pledges amounting to about half this figure. Both are deluded. 

https://www.independent.co.uk/news/uk/politics/boris-johnson-jeremy-hunt-tax-cuts-spending-

tory-leadership-prime-minister-a8982986.html  

The IFS is arguing both candidates are making unaffordable promises. More sober Tory MPs are 

warning this “money tree” extravaganza is making it more difficult to criticise Labour’s spending 

promises. Finally, there is that bauble on top of the money tree, the so-called Brexit war chest of £26 

billion. The insurance policy against things going wrong. A purely mythical statistical artefact aimed at 

calming the financial markets. 

The real test of course is how the British economy is doing. This is the surface on which these two 

candidates are walking, and if they are not aware of the terrain, then to be sure both will fall flat on 

their faces. As we shall see below, the economy is now in recession and government finances are 

falling apart. It is not so much the end of the age of austerity but the beginning of the new age of 

austerity. 

This is not only due to Brexit, but more ominously to the industrial recession which is now engulfing 

the world economy, not only Britain. There were those who said the economy was resilient, that fears 

of a Brexit was over-blown. But an economy facing an international recession amplified by a Brexit, is 

highly vulnerable. When Britain departs it won’t be so much cake eating but word eating. As I have 

said previously, Britain could not have chosen a worse time to exit the EU. But it was always going to 

be thus, because Britain would not have voted Leave, had it been the best of times. Like a ship that 

was anchored to a quay, the great ship Britannia has cast off its lines and is boldly heading into the 

Atlantic where a gale is blowing and icebergs roam as the world economy fractures. 

The state of the UK’s economy. 

The first aspect to examine is the condition of the government’s finances. Is the fiscal deficit rising or 

is it falling?  Also is the change in circumstances due to growth in spending or a fall in taxation? 

“Borrowing in the current financial year-to-date (April 2019 to May 2019) was £11.9 billion, £1.8 billion 

more than in the same period last year; the financial year-to-date April 2018 to May 2018 remains the 

lowest borrowing for that period for 12 years.” (April 2007 to May 2007). ONS 19th July 2019 report. 

Those days are clearly over. If we take the latest two months (April & May), the deficit has grown by 

£1.799 billion or 15% compared to the previous year. In short, the deficit is not only growing, but the 

growth of the deficit is accelerating. 

Despite the attacks on local government spending, on the disabled, on benefits, the introduction of 

UC, the tens of thousands of unnecessary deaths, the condemnation of the United Nations raconteur 

on poverty, the budget deficit is now widening again. Despite the worst efforts of the Tories, tragic in 

their consequence, the fiscal position is deteriorating. And one of the main reasons is the decline in 

the growth rate of taxation, down from an annual rate of 5% for the Financial Year (April - March) to 

only 3% for the most recent period, the Financial Year (April – May). 

https://www.independent.co.uk/news/uk/politics/boris-johnson-jeremy-hunt-tax-cuts-spending-tory-leadership-prime-minister-a8982986.html
https://www.independent.co.uk/news/uk/politics/boris-johnson-jeremy-hunt-tax-cuts-spending-tory-leadership-prime-minister-a8982986.html
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https://www.ons.gov.uk/economy/governmentpublicsectorandtaxes/publicsectorfinance/datasets/

appendixdpublicsectorcurrentreceipts  

Of course, government finances do not have an independent existence. They are predicated on the 

state of the economy itself and that economy too is in decline. As Table 2 copied from the ONS shows, 

now that the Brexit build up is over, economic activity is falling. 

 

Table 2: Breakdown of GDP growth rates by month   

            

  February 2019 March 2019 April 2019   

GDP 0.2% -0.1% -0.4%     

Index of Services 0.2% -0.1% 0.0%     

Index of Production 0.6% 0.7% -2.7%     

Manufacturing 1.0% 0.9% -3.9%     

Construction 0.5% -1.9% -0.4%     

Agriculture -0.6% -0.1% 0.0%     

            

Source: Office for National Statistics – GDP monthly estimate 
 

 
 

The British economy has been in recession since March and April’s figures show a marked 

deterioration. Although April is the latest available, the evidence suggests there has been no recovery 

in May and June, meaning that the British economy could suffer its first quarterly recession. In 

addition, analysists and economists are now revising their outlook for the second half of the year  for 

the global industrial economy. From a highly anticipated rise, the view has now changed to 

contraction.  It is highly unlikely that Britain will buck this trend when a country like Germany cannot 

escape the whirlpool.   

Turning to the outlook for profits. The ONS latest net rates of return only cover the final quarter of 

2018 which showed a minor decline. Ernest & Young however, provides a forward looking index called 

its Profit Warning Stress Index. It rose four points to hit its highest level since 2009, as heightened 

uncertainty saw profit warnings spread further into financial and manufacturing sectors. This index 

reflects a 22% annual rise in profit warnings. https://www.ey.com/uk/en/issues/capital-and-

transactions/restructuring  

This profit uncertainty has had a predictable effect on business investment. For the first time since 

2012, investment up to the first quarter of 2019, fell on an annual basis three quarters in a row. The 

most recent quarterly fall has been 1.5%.  And this occurred despite the investment in contingencies 

due to concerns about a no-deal Brexit. Further data on investment can be found on the following link 

https://www.ons.gov.uk/economy/grossdomesticproductgdp/datasets/grossfixedcapitalformationb

ysectorandasset 

Finally, the balance of payments position is dropping like a stone. Since the end of 2017 the balance 

of payments deficit has grown by 100%, from minus £15 billion to minus £30 billion. As a share of GDP, 

the deficit has widened from 3.4% in the first quarter of 2018 to 5.6% in the first quarter of 2019.  

More ominously financing this huge deficit, the largest of any major economy, is getting more difficult 

as Foreign Direct Investment has moved away from Britain to Europe. Britain is no longer seen as the 

gateway to the EU. 

https://www.ons.gov.uk/economy/governmentpublicsectorandtaxes/publicsectorfinance/datasets/appendixdpublicsectorcurrentreceipts
https://www.ons.gov.uk/economy/governmentpublicsectorandtaxes/publicsectorfinance/datasets/appendixdpublicsectorcurrentreceipts
https://www.ey.com/uk/en/issues/capital-and-transactions/restructuring
https://www.ey.com/uk/en/issues/capital-and-transactions/restructuring
https://www.ons.gov.uk/economy/grossdomesticproductgdp/datasets/grossfixedcapitalformationbysectorandasset
https://www.ons.gov.uk/economy/grossdomesticproductgdp/datasets/grossfixedcapitalformationbysectorandasset
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https://www.ons.gov.uk/economy/nationalaccounts/balanceofpayments/timeseries/hbop/pnbp  
 

Thus, in every respect, the two contenders for the crown of the Tory party are not only misleading the 

country with their promises, they are most probably oblivious to what is happening beneath their feet. 

Each one tries to capture and represent the spirit of Brexit, “the reaching by the desperate for the 

unattainable only to rebound off the irreversible”. The only thing great about Britain currently is that 

it is falling into a great big economic hole. A delayed fall admittedly, but in the end an inevitable fall. 

Workers on the other hand need to guard their backs. When the capitalists promise good times, they 

need to prepare for bad times. There is no possibility of an end to austerity nor of real wage rises. 

Economic conditions do not allow for this. These conditions are the organ grinder and the politicians 

are merely its dancing monkeys. It is also a wakeup call for the Labour Party. If Labour win the next 

election as they should, they will inherit an economy that will make most of their manifesto promises 

unaffordable. The question is will McDonald abandon affordability or will he abandon his pledges? 

It seems we have been here before and not only in Greece. 

Brian Green, July 2019 
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