
Profits, capitalism and 
limited government: the 

only way forward.



2. John Maynard Keynes 
said
…the ideas of economists and political 
philosophers, both when they are right 
and when they are WRONG, are more 
powerful than is commonly understood. 
Indeed the world is ruled by little else.



3. Jean-Claude Juncker said of 
politicians
“We all know what we have 
to do, we just don`t know 
how to get re-elected after 
doing it”



4. Important points
• Prices and profits are the most efficient market 

signals
• Free market capitalism is the only way to create 

equality
• Governments do not have the knowledge or the 

political will to improve upon the performance of 
free markets

• However there is a very limited role for government



5.Adam Smith got it right when he 
almost said
“Every individual acting solely in 
pursuit of private gain is led by an 
invisible hand to promote a benefit 
to society that was never intended”



6. Karl Marx got it wrong
• Profit is not a reward for exploiting labour

• Where there are free markets and private property rights profits are 
the efficient way to:

- mobilise resources

- reward risk

- promote economic growth

- satisfy customer demand

- and raise living standards



7. Comparing the living standards 
of the top 10% with the bottom 10%: 
1980

China                   22/1
USSR                   16/1
UK                          4/1
USA                     2.5/1



8. A role for government
• Buying the public good because you want it and it is non-

rival and non-excludable so you will not buy it.
• Subsidising the merit good which is under-consumed in a 

free market: e.g. health and education
• Taxing the demerit good which is over-consumed in a free 

market: e.g. cigarettes, alcohol and gambling



9.In export markets you are looking for 
countries with:-
• Low and stable inflation.
• A strong capitalist ethic.
• Governments that spend a small proportion of national 

income.
• Governments whose yearly borrowing requirements are 

between 0%-3% of national income.
• Governments whose total (accumulated) debt is low <40% 

of national income.



10. J M Keynes said

“There is no subtler, no surer means off 
overturning the existing basis of society 
than to debauch the currency. The process 
engages all the hidden forces of economic 
law on the side of destruction and does it in 
a manner that not one man in a million is 
able to diagnose”



11. Countries to explore as export 
markets
•Australia, New Zealand, Canada 
Singapore, Scandinavian counties, 
politically stable African, Central and 
South American countries, SE Asian 
countries and some EU countries that 
fit the criteria.



12. Looking at Bulgaria now
• Inflation                                1%-2%                        GOOD
• Yearly budget deficit          2.2% of GDP                 OK
• National debt                    <20% of GDP               GOOD
• Government spending       35% of GDP                  OK?
• Base interest rates              0.04%                        too low
• Unemployment                  10%-11%                   too high

GDP = Gross Domestic Product                



13. Threats to the Bulgarian 
economy
•High unemployment
•Social instability
•Democracy



14. Why is democracy a threat?
“A democracy cannot exist as a permanent form of 
government. It can only exist until the voters discover that 
they can vote themselves largesse from the public treasury. 
Then the majority always vote for the candidates promising 
the most benefits…..a democracy always collapses over loose 
fiscal policy”

Alexis de Tocqueville (French Historian 1805-1859)



15. Can democracy survive?
•Yes if its government enacts two laws:
•A truly independent Central Bank targets 
2% rate of inflation

•A 3 year balanced budget rule that limits 
the ability of government to borrow money



16. Be prepared for the 
possibility of:
•An American dollar crisis:- fiscal and monetary 
indiscipline.

•A sterling crisis:- fiscal and monetary 
indiscipline.

•A renminbi (yuan) crisis:-fiscal indiscipline.
•A euro crisis:-political differences and fiscal 
indiscipline in some euro-zone countries.



17. My best advice.
• Look to your domestic market.
• For new markets look to small and medium size 

countries that are politically stable with well 
managed economies.

• Shadow, but do not join, the euro, because despite 
everything it is a well managed currency.

• Avoid long term contracts in American dollars



J K Galbraith said

“Economics is extremely 
useful as a form of 
employment for economists”



J K Galbraith said

“There are those people who don`t 
know and those people who don`t 
know they don`t know”…… and I 
worry because they often become 
politicians



John Hearn said

“The success of Marxism as a 
political philosophy lies in its 
attractiveness to uneducated 
intelligent people and educated 
unintelligent people”



Anonymous

“ In a democracy it does not 
matter who you vote for the 
government always gets in”
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