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When Gordon Brown 
became British Prime 
Minister in June 2007, 

plans were leaked that he wanted 
to hold a competition for a Great 
British Motto. The French have their 
famous ‘Liberté, Egalité, Fraternité,’ 
the Americans proclaim ‘In God 
We Trust,’ and even a country like 
Burundi comes together under the 
words ‘Unité, Travail, Progrès’ (which 
is all that the Burundians can hope 
for). 

And Britain? The only thing that 
gets close to a national slogan is the 
royal family’s ‘Dieu et mon droit,’ 
but after all the British royals are 
half-German and their motto is the 
French, mon Dieu! 

Before Brown could even officially 
start the search for some inspirational 
four or five words for his country (and 
his premiership), British newspapers 
were already flooded with suggestions 
from their readers. In all likelihood, 
they were not what Downing Street 
had in mind: ‘Pride comes before a fall’ 
was one, ‘Past my sell by date’ another. 
Some readers summed up the joys 
of living in Britain in the phrases 
‘Third World nation, First World 
prices,’ and ‘World’s largest industrial 
heritage park.’ At least a trace of 
British humour shone through in 
‘We apologise for the inconvenience,’ 
but the general mood was probably 
best expressed in ‘Someone get me 
outta here!’

There must be something rotten 
about Britain if its people only 
reveal their contempt when asked 
about it. Eamonn Butler, Director 
of London’s Adam Smith Institute, 
clearly thinks so. He has called his 
tour-de-force through the political, 
social and economic affairs of his 
country The Rotten State of Britain. 

This smacks a little of Hamlet, and 
just like Denmark in Shakespeare’s 
great tragedy, Butler’s Britain seems 
to be a place inhabited by madmen. 
Indeed, after reading Butler’s book 
you will conclude that ‘though this 
be madness, yet there is method 
in’t.’

Butler is by no means the first 
author to mourn the decline of 
Britain. Where once there were 
poets praising the ‘green and pleasant 
land,’ ‘this sceptred isle,’ or ‘the land 
of hope and glory,’ Britons writing 
about their country these days choose 
titles like ‘England: An Elegy,’ ‘Fantasy 
Island,’ or ‘Time to emigrate?’.

In a way, Butler has only added 
yet another title to this 
genre of British fin de siècle 
literature. But it is another 
book you should read. It 
is extremely well written 
with wit, irony and, at 
times, a touch of sarcasm, 
which makes reading it a 
pleasure (although you are 
bound to sigh with despair 
after almost every single 
page). From an Australian 
point of view, it should be 
read as a warning from a country that 
has experimented with policies that 
fortunately have not yet made it to 
these shores.

‘When sorrows come, they come 
not single spies, but in battalions,’ 
we are told in Shakespeare’s Hamlet, 
and the same is true for Britain. The 
country’s sorrows are not confined to 
just one single area. It is not just the 
economy or the loss of civil liberties. 
It is not limited to the sorry state 
of its education system, its political 
culture (or lack thereof), or its failing 
National Health Service. Butler deals 
with all these different crisis areas one 
by one, starting with the economy 
but going well beyond it.

Butler’s language is clear, his 
method is straightforward. He has 
collected telling examples and figures 
of the faults and cracks in today’s 
Britain. For example, he goes behind 

official debt figures and adds up 
all those neatly hidden liabilities 
for public sector pensions, bank 
guarantees, and off-balance sheet 
vehicles to reach a shocking figure of 
roughly £275,000 (approximately 
$550,000) per household. ‘Britain’s 
reckless taxing, spending, borrowing, 
and inflation have left us far less 
well equipped than many other 
countries,’ is his harsh verdict on 
Britain’s economic situation.

In many of the areas Butler 
describes in his book, he traces 
the root of the problem back to a 
political class that has run amok. 
Having freed itself from nuisances like 
cabinet government, parliamentary 

scrutiny, and a neutral 
publ ic  ser v ice  under 
the rule of law, British 
politicians have replaced 
these traditional ways to 
govern their country by 
unaccountable ‘quangos’ 
(for non-Brits: quasi non-
government organisations), 
spin doctors ,  and an 
endless production of 
reviews, white papers, 
green papers, targets, and 

bureaucracies. 
Butler excels at recounting the 

sleaze that the Westminster Village 
has produced in recent years. From 
the Home Secretary who tried to 
get a visa for his mistress’s nanny, 
to the sale of honours and peerages 
to the donors of political parties, 
the scandals have been so severe 
and so numerous that it is hard to 
understand why the British have not 
yet gone to the barricades. Quite the 
reverse is true. Fewer Britons these 
days take any interest in politics or 
even bother to vote anymore, leaving 
the politicians to continue their dirty 
games and tricks almost unchallenged. 
Just think of the former Minister 
who recently attempted to claim her 
husband’s pay-per-view porn movies 
on Parliamentary expenses—a story 
Butler should include in future 
editions of his book. She is still in 
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Parliament. Good for her, so she can 
continue to claim her second-home 
allowance for her family home while 
claiming to live with her sister in a 
small flat in London.

After reading through the first 286 
pages of ‘The Rotten State of Britain,’ 
there are no doubts that Britain is 
indeed in a sorry state, no matter 
from which angle you look at it. In 
the final chapter, Butler sketches his 
plans for ‘stopping the rot.’ Reducing 
bureaucracy, strengthening both 
Parliament and local government, 
curbing executive power, reducing 
regulation, reforming welfare—all 
sound like the right things that should 
be done. But does the author really 
believe anything remotely like this is 
going to happen anytime soon?

The last time that Britain was in 
a perilous state such as today was in 
the famous Winter of Discontent of 
1978/79 when the crippled country 
almost literally ground to a halt. 
Even the dead could no longer be 
buried as the gravediggers had gone 
on strike. The difference between 
then and now is that on the political 
stage of the 1970s, there appeared an 
Iron Lady who had the courage to 
pull her country from the abyss. The 
current British opposition leader, on 
the other hand, only seems prepared 
to make Britain’s downfall carbon-
neutral and compassionate.

In Shakespeare’s Hamlet, the play 
ends with the death of all the main 
characters, upon which Denmark 
is taken over by a foreign force. For 
Britain, there may soon only be the 
International Monetary Fund to 
turn to. 

Hamlet’s last words were ‘the rest 
is silence.’ Maybe that would be 
the best national motto for Britain  
as well.

Reviewed by Oliver Marc 
Hartwich

This reviewer was Chief Economist 
at the London-based think tank 
Policy Exchange.
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Anything written by Paul 
Krugman is worth reading. 
Krugman explains murky 

economic problems with crisp prose 
and wry humour. A hyperactive 
public intellectual who loathes the 
Republican Party, he has a Nobel 
Prize and a regular column in the 
New York Times (where else?). 

The Return of Depression Economics 
and the Crisis of 2008 is Krugman’s 
latest book. First published 10 years 
ago, the book has been revised to 
include new chapters covering the 
present economic crisis. 

When first released, 
the Depression Economics 
explained how the financial 
crises in the 1990s derailed 
e conomic  g rowth  in 
countries as diverse as 
Japan, Mexico, Thailand, 
and Russia. 

For Krugman, these 
crises showed how ‘bad 
things can happen to 
good economies.’ During 
the early 1990s, many emerging 
economies opened their markets 
to foreign investors. Countries 
such as Mexico and Argentina shed 
their traditional image as high-risk 
destinations through a wave of 
market reforms. Fixed exchange rates 
stabilised currencies. Privatisation 
and trade liberalisation transformed 
stagnant economies. Pundits hailed 
a succession of economic miracles in 
unlikely places. 

However,  Krugman argues , 
the policies that attracted foreign 
investment  a l so  created new 
problems. Huge capital inflows 
led to over-valued currencies and 
widening trade deficits. Devaluation 
would be the usual solution. But for 

emerging countries that had staked 
their credibility on stable currencies, 
devaluation amounted to policy 
failure. Devaluation risked an exodus 
of foreign capital. It could bankrupt 
local businesses with foreign currency 
debt. For good reasons, devaluation 
was the last resort.

Never the le s s ,  the  currency 
crises ended in both devaluations 
and recession. Businesses that 
had invested heavily in emerging 
economies rushed to liquidate 
the same investments in a self-
reinforcing panic. Hedge funds 
attacked shaky currencies. The IMF 
prescription was to restore investor 
confidence through tight monetary 
and fiscal policies. Critics claimed 
this approach deepened recessions. 
Krugman agrees but concludes that 
‘there were no good choices.’ 

The first edition of Depression 
Economics was insightful. 
B u t ,  t o  p e o p l e  i n 
deve loped  count r i e s 
enjoying boom times, 
it seemed to describe 
problems that could only 
occur elsewhere. That has 
changed. 

The new chapters of 
Depres s ion Economics 
cover the US financial 
crisis. Krugman shows 
how the shadow banking 

system was a house of cards, credible 
only because of rising asset prices 
and opaque valuations that no one 
wanted to examine too closely. 
When the US housing bubble 
burst, the system unraveled quickly. 
Krugman warns that the US now 
faces the same problem as Japan in 
the 1990s—a liquidity trap. Slashing 
interest rates to virtually zero has 
not revived lending. Demand in the 
economy has dried up as everyone 
seeks to hold the only secure asset—
cash. Depression economics has 
returned because the policy challenge 
is finding a way to restore demand.

Krugman’s remedy will be familiar 
to Australians—massive public 
spending to restart the economy. 


