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| suspect this should have come out with yesterday’s video. | was distracted. It is no

worse for coming out today.

It might have been the first infographic to become the basis for a video. It will not be

The Treasury View

1. The orthodox Treasury belief i 2. The hidden assumption

For most of the last century The Treasury View assumes:
the Truws has assumed: Goverrment must obtain money
GWMMMMMMS befof!f-mn spend.

"
If government. spends more, - Tax | or -Bonw
the private sector must spend less. +

¥ i Then spend.
Public spending therefere. “crowds out” | Treasury This assumes government behaves like a household.
private. investment. - . That assumption is false for a

J currency-issuing government.

3. Where the idea came from [4. How Funding the Future explains

The Treasury View emerged during Mﬂ“‘_"t_fmﬁ

the 19205 and 1930s. Government aiﬂwim qmuling.
RN It argued that deficit spanding The Bank of England creates

could not increase total output. i erPral money.
A 2 Commercial bank accounts
merely replace private borrowing. el E

i +
Nothing new would be created. Maney enters the economy.

Keynes challenged this view.

s Tax comes later.
But many Treasury institutions = Tax daes not finance spending.
never abandonsd . It helps regulate inflation. and

5. Why_the Treasury View is wrong 6. The political consequence
If government creates new money when it spends, Believing the Treasury View leads
itisnﬂlcmpzth\sfumsxisﬁnssbckofm. governments to claim:
Tt is expanding financial assets within "We cannot afford it."
the economy. & Public investment is cut.
The real constraint is never money. | Public services deteriorate.
The real constraints are: | Infrastructure weakens.
« people « mabrials b Growth slows.
o skills * energy M' ¥ Living standards suffer. ﬁﬁﬁﬁﬁ
» technology * environmental capacity, INIIEISSES The shertage is not money.
|_The shortage is palitical ambition.

T. A different way £o think ;
The Treasury View asks: :D "Fundmg the Future asks: .l b
“\Where will the money come from?” Do we have the real resources | ,
@ hdoH\eJob? FT‘I"! o S el
¢ B8

That is the question every government should answer.

The TrmsurH View mistakes a poli.{'.ical choice for an economic necessity.
A currency-issuing government is constrained by real resources and inflation—
notsbg, running out of its own meney.

Funding the Future | https: //unw. taxresearch org.uk [Blog/
Richard Murphy's Funding the Future blog on econemics,
public finance ‘and the monetary system.
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