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Foreword from the Editor-in-Chief
Hello reader, and welcome to this new publication!
The world of policymaking is a complex place, and things seem to be more high-stakes and
fast-paced than ever. Has it always been so? Maybe, but we are certainly more aware of it all
thanks to our information flows and interfacing. What does the world really need? Some
more good old long-read analysis (cue fanfare) to tackle the big questions with a world-wide,
detailed perspective.
It is my great pleasure to be able to publish the first issue of the Bristol Policy Review.
Having founded this publication as a concept back in the Summer of 2018, I was not sure it
would materialise. As with any new project and experience, you can only hope for the best.
Nevertheless, this project has been propelled into being by the wonderful support from both
staff at the School for Policy Studies, and my editorial team who were enthusiastic to share
ideas. Many thanks to Esther Dermott in particular, who has supported the Review concept
from the get-go, and agreed to sponsor it.
The concept was initially inspired by a copy of Dicta, the publication from the Law School
here at Bristol. I happened to pick up a copy, and was very impressed with the idea of having
a student-based outlet for subject-specific ideas. Top universities tend to have a variety of
such outlets, so it was clear to me that the School for Policy Studies needed one.
This first issue of the Review has a range of stimulating content. The topics are nicely
varied, which is truly in the spirit of the Review; as less formal than an academic journal, but
with high quality, diverse content. This project is for everyone: the vision was for this to be
an opportunity for all students, with an interest in policy matters, to share their work and
views.
For information and enquiries about submissions, as well as an online version of this issue,
you can visit bristolpolicyreview.com. The next issue is planned for the end of term, before
the Summer break. Until then, enjoy pondering the content herein!

Noah J. Wescombe
Founder, and Editor-in-Chief 2018-19
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Note from the Head of the School
It is a great pleasure for me to see the first issue of the Bristol Policy Review in print (as well
as online) and to welcome as the current Head of School a new departure for our student-led
activities. Many congratulations are due to the editorial team, led by Noah Wescombe, who
had the initial idea for the venture, and the enthusiasm and determination to see it through
to fruition, and also to all of those who have submitted contributions.
The thought-provoking pieces included here are testament to the wide range of issues with
which our students are engaged: they reflect concerns with issues of social inequality,
justice, and the value of interventions, across the policy spectrum. They range from drug
regulation to water reform, political administration to the arts, and technology in the NHS
to international trade. Extending the authorship, this issue also has a guest contribution
from one of our members of staff, Dr Yiming Wang and two republished think pieces from
world-renowned academic commentators.
In our current times there is no lack of commentary or opinion pieces across all forms of
media. Hopefully, what makes Bristol Policy Review stand out from the crowd is that the
voices here are expressing their views grounded in (perhaps unfashionable) knowledge
drawn from research and thoughtful analysis rather than knee-jerk reaction. And perhaps
this engaging collection of articles will also spark your interest in making a contribution to
the next publication.
Professor Esther Dermott
Head of School for Policy Studies

Team for this issue:
Editor-in-Chief:
Noah J. Wescombe
Editors:
Hector Steenbergen
Phoebe Collins
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Are the Arts in Decline?
Excessive and misplaced economic agendas are driving UK education policy judgements.
by Hector Steenbergen, Second Year student of Social Policy

Britain has a rich tradition of producing world class creative minds, from writers, musicians and actors to
fashion designers, architects and IT pioneers. This talent follows just behind China and the USA in creative
industry exports globally, and produces £87.4 billion for the economy annually (Creative Education
Agenda 2016). Why then, has the Creative Industries Federation published an alarming report forecasting
a decline in the sector’s robustness and growth? This along with a recent flurry of articles published in
papers from the Telegraph to the Guardian (Deborah Annetts – 18/04/18 The Telegraph; Richard Adams –
21/09/17 The Guardian) all point towards the government’s education strategy, specifically starting in 2015
with the introduction of the English Baccalaureate (Ebacc).
The introduction of the Ebacc, a programme of new measures to further encourage the uptake of ‘core’
STEM subjects at GCSE – among which the removal of arts subjects as metrics in school league tables is
one – has frequently been highlighted as the primary cause for the decline in the arts at secondary school
level (Creative Industries Federation – 12/10/16 Report; Cultural Learning Alliance, January 2013.).
Indeed, a report by the Education Policy Institute (21/09/17: Entries at Key Stage Four) highlights the
Ebacc as a point of considerable change in education policy and emphasises that before 2015, arts subjects
at GCSE were enjoying a gradual increase in uptake, and yet two years hence this trend is reversed –
forecasting further decline for 2018/19. The government’s own statistics (ONS SFR01/2018: Report
Summer 2018) show a decline of 8% in uptake on top of another 8% the previous year. The Creative
Industries Federation draws attention to the combined effects of deep and wide reaching cuts in schools
funding since 2010 with the pressure of the Ebacc to explain this sudden sharp decline (Creative Education
Agenda 2016). Indeed the government is actively encouraging this trend, making a target of 90% of year
10s on ‘core’ Ebacc subjects by 2025 (DoE 2017).
Why is this a bad thing however? Surely a greater uptake in STEM subjects is healthy for a growing
economy? Superficially this may appear so, but as has been mentioned above, the creative industries
account for £87.4 billion worth of economic activity; which is more than that of the automotive, oil, gas,
aerospace and life sciences industries combined – all flagship industries of the STEM fields. Additionally,
the creative industries themselves – driven by the arts – maintain a huge uptake of STEM graduates
(Creative Industries Federation 2017). Indeed, the Federation, in 2018, highlights inadequate state
schooling and under-publicising of the size and potential of the creative industries as a reason for the
recently developing skills gap; despite the area being emphasised as a targeted area for growth in the
government’s 2017 industrial strategy.
In addition to the damaging effects of policy, plans to leave the European Union further expose this
vulnerability. The gaps that already exist in the labour market are primarily filled by high skilled workers
from the EU – 25% of architects working in the UK were born and studied in the EU (Royal Institute of
British Architects survey 2016), along with 30% of creative and visual effects workers (UK Screen Alliance
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members survey 2017). Thus, without a drastic change in education policy and industrial strategy, the
government would see to only frustrate the UKs fastest growing industry (May 24, 2018 The Economic
Impact of the Creative Industries).
Another key case for the robustness and importance of nurturing the British creative industry is that it is
experiencing faster growth in the UKs nations and regions outside of the capital; something other service
industries have failed to replicate (Creative Industries Federation 2017). Indeed, with these regions
projected to be the worst hit by a departure from the EU (The Institute for Public Policy Research 2018), a
stifling of this growth would only hinder any economic bounce back from the shock of Brexit.
Economics aside, there remains a case to be made against the government’s wilful ignorance to its
unfounded disfavour in teaching the arts – and this is that the real benefits of the arts in schools goes well
beyond just its worth to the economy. There is a fear expressed by many (Groups such as ‘Bacc for the
future’ and the Education Policy Institute) that whilst emphasis is slowly stripped from the arts in state
schools, it continues to thrive in private education (Cultural Learning Alliance, January 2013. ), and that as
a result, arts and culture will exclusively be not only consumed and appreciated but also contributed too by,
the rich. This not only presents the issue of a colossal waste of potential talent for a growing industry, but
also reinforces entrenched social divisions that have only – under recent events – drawn more and more
attention over recent years. There is a real risk of creativity being properly fostered only for the children of
the rich, whilst the vast majority of children are increasingly denied this opportunity in schools. Despite
rhetoric (‘Arts education should be the entitlement of every child’ – Nick Gibb, Telegraph 10/04/18) the
Department of Education is widening the gap between the arts and normal children.
Britain has always been a hub for the arts, and this should be cherished and reflected in our schools. The
current Ebacc and policy agenda is not only set to hinder an expanding and unique industry, but also
threatens to only more greatly exacerbate the damage to the social fabric.
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Keeping the World Open for Business
Can the world reach a win-win consensus on international trade policy?
by Jed Lim, Second Year student of Social Policy

World trade today is in a deeply uncertain and volatile environment, with tariff barriers being enacted under
a tit-for-tat trade war between US and China, global uncertainties over Brexit trade negotiations and the
fear of the next recession cycle (Bloom, 2017: 83). Trade liberalisation has experienced years of gridlock
over the Doha round of negotiations, and small steps seem to have been made in the 2013 and 2015
discussions (Malmstrom, 2016). However, regressive policies by the current US administration and its
threats against the world trade system have subverted efforts. Globalisation and trade create opportunities,
but growth is not equitably distributed, even within wealthy countries like the US (Watkins and Braun,
2003: 2); a reason for President Trump’s anti-globalisation and anti-multilateralist sentiment (McBride,
2018).
Therefore, the challenge is to create international policies that provide win-win scenarios in a multilateral
system of trade that promotes inclusive growth. Currently, asymmetry in the global regulatory landscape
creates additional technical barriers and exacerbates trade friction, hindering the growth of small and
medium enterprises (SMEs) (Malmstrom, 2016). SMEs form up to 60 percent of employment, and are
potential platforms to alleviate poverty through accessible and meaningful work (Organisation for
Economic Cooperation and Development [OECD], 2018: 3). Working towards reducing technical barriers
to trade would empower SMEs to expand their market reach despite their limited resources and therefore
generate wealth (Malmstrom, 2016; OECD, 2004: 20). Its effects are multilateral and so are its benefits;
and it well could be a defining policy of multilateralism in an age of scepticism. Therefore, there is a need
for this issue to be in the public awareness, and pursued on the global trade agenda. Technical barriers to
trade can be reduced through improving regulatory transparency and fostering regulatory harmonisation
(International Trade Centre [ITC], 2011: 9).
Currently, the 1995 World Trade Organisation’s (WTO) ‘Technical Barriers to Trade Agreement’ (TBT)
works to minimise barriers to trade such as through regulation, standards, testing and certification, which
may be intentionally used to restrict trade as a non-tariff measure (WTO, 2014: 11). The TBT agreement is
therefore concerned with transparency, or the sharing of information regarding trade regulations among
trading partners (WTO, 2014: 24). Mechanisms for open discussion of these issues, and centralised
information through the TBT Information Management System are provided by the TBT (WTO, 2014: 28).
However, the lack of access to information and guidance over these defined requirements remains a global
issue, and a barrier to trade (United Nations Industrial Development Organisation [UNIDO], 2010: 12).
Private standards for example, have been of concern by developing countries for its omission in the TBT
agreement and lack of transparency which consequently restricts market access (WTO, 2014: 15). As a
result, a company exporting goods to multiple countries faces the obstacle of navigating the various
regulatory environments for each target market or consumer, some of which, may be inaccessible due to the
lack of information (ITC, 2011: 10). Therefore, transparency, clarity and access to consolidated information
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regarding these regulations will increase the ease of market access by facilitating compliance and
streamlining trade processes.
Achieving transparency still means that businesses face a multitude of overlapping and different standards,
which increases complexity and administrative costs (UNIDO, 2010: 62). Regulatory harmonisation would
take cooperation even further by streamlining the different systems used by various trading partners,
facilitating the ease of trade and encouraging entrepreneurship. For example, the International
Organisation for Standardisation (ISO) is a private organisation that involves the participation of 162
nations in discussing and coordinating standards for trade (ITC, 2011: 16). International standards such as
ISO 22000 seek to provide a basis for harmonisation for food safety standards through benchmarking and
the multilateral acceptance of a defined set of standards (ITC, 2011:34-35). Multilateral cooperation is
therefore facilitated through establishing targeted institutions that seek to level the regulatory playing field.
However, there are multifarious regulations and standards in use, across a multitude of markets, goods, and
services (ITC, 2011: 34). This makes harmonisation an extremely onerous endeavour. Nonetheless, the
pursuit of regulatory transparency and harmonisation is a critical enabler for faster and more efficient flows
in world trade, such as that proposed by Alibaba Group through the Electronic World Trade Platform
(Alibaba, 2017). Regulatory harmonisation is an aspiration for a freer global trade system where SMEs are
empowered to expand their market reach; creating value for the world and stimulating income growth.
It must be acknowledged, admittedly, that the discussion of trade liberalisation through the removal of
technical barriers to trade will always be caught in the tension between the desire to eliminate these
barriers, and the desired autonomy to protect ‘legitimate’ interests (WTO, 2014:11-12). Capacity also needs
to be built in developing countries with limited digital and administrative infrastructure for inclusive and
multilateral cooperation (Mavroidis, 2016: 4). While the pursuit of regulatory transparency and harmony is
largely pro-business and therefore politically appealing, the way forward still remains fraught with
challenges.
In conclusion, multilateralism and free trade remain to be defended, against the threat of unilateralism and
realpolitik. Regulatory reforms may not be the highest priority for the WTO (Malmstrom, 2016: 4), neither
are they particularly exciting enough to grab public attention, but they are crucial to an inclusive system of
trade that empowers businesses and foster the spirit of multilateralist commitment.
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The Failings of the Macron Administration
The French leadership’s policy agendas stoke tensions in various sectors.
by Safia Cissoko, Second Year student of Social Policy and Politics

French President Emmanuel Macron was elected on 14th May 2017 as a neither left-wing politician nor a
right-wing one. He embodies the Third Way economic and political stance which is based on neoliberal
economic policies and center-left social policies. Since his election, most of Macron’s policies have been
austerity measures aiming to reduce the cost of labour and bring more flexibility to the labour market. The
case of the reform of the French National Railway Services voted this summer by the French Senate after
long months of debates is emblematic of his government’s political and economic choices to help the
better-off and make the needy even more laborious.
First of all, the SNCF (acronym for French Railways National Company). The state-owned company was at
the start of 2018 in debts of 54.5 billion euros. The state-owned company debts directly affected the state
economic balance. Jean-Cyril Spinetta, ex Air France CEO produced a report for the two French
assemblies to resorb the SNCF debts by introducing the company to the free market to prepare the
company’s privatisation and cut as much expenses as possible. Indeed, the proposition entailed was first to
end the state-employee status that the SNCF workers had. Being state workers, the ‘cheminots’ actually
benefit from a special status which secures their job by guaranteeing life long employment. Their pension
regime was also much more advantageous than the workers in the private sectors and they finally present
from free travels with the SNCF railways services. Emmanuel Macron’s government projected a saving of
100 million of euros per annum with the abolition of this working status. The reform furthermore
announces the changing of the company’s status.
So far, the SNCF was called an ‘EPIC’ company i.e the firm was public and in charge of managing the public
industrial and commercial service. Spinetta supported by Macron’s government proposed to shift to a
company of Limited Liability status i.e a corporation opened to multiple investments though keeping
partially public capital. This changing of legal status would enable the company to be opened to free market
competition which, according to deputy Gilles Le Gendre would enable the company to seek innovation
and offer lower prices to their customers. Likewise, the report also recommended the subsidiarisation i.e
division into multiple companies of the good transports arranged by one of the SNCF’s branches (Fret
SNCF): this would also bring more effectiveness to the company as well attract more investments.
However, this clause did not pass by the Senate but is still however being discussed by the Senate.
Similarly, Spinetta advocated the closure of multiple railway which connected many isolated villages as they
would be expensive and only 2% of the French would use them. The Prime Minister claimed he did not
agree with such a reform yet the subject is still advocated by President Macron and therefore remains on the
agenda.
Nonetheless, many of the report’s areas do not tackle the right issues. Indeed, it is necessary to recall that
the SNCF’s debt existed even before the SNCF’s creation: the company was modelled after private
companies which heavily got into debts to develop their facilities. Moreover, we shall also recall that the
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Fret SNCF has been opened to the free market in 2006 and the result is so far catastrophic says French
media Mediapart: ‘the railway goods transports in France reached its lowest and all the actors lose money’.
Lastly, the previous and current government set priorities on seeking innovation over the SNCF debts and
actually increased the SNCF’s deficit and debts. Actually, the SNCF debts stabilised themselves around 35
billions of debts until the year 2010s where many projects innovating the railways were announced by ex
President Nicolas Sarkozy. Such expensive projects were loaned on financial markets which partially
contributed to increase the debt to 3 to 4 billion euros per year. Correspondingly, Spinetta’s report derives
the issue on the cost the worker would represent and strongly over-values it. Actually, as previously said,
the cheminots benefit from more advantages than workers in the private sector which according to Spinetta
would make that the labour costs 30% more than any private company. But academics Dominique
Andolfatto and Jean Finez respectively from Université Grenoble Alpes and Université de Bourgogne found
that the actual competition gap caused by the labour status would only be of 8%. This mechanism of
deriving the very cause of economic problems is unfortunately not new, and the several passed by
Emmanuel Macron such as the hospital reform pronouncing the closure of 960 million hospitals, shutting
down even more jobs, or the pension reform that will cost millions of euros to pensioners is not unlikely.
Such policy reforms paralleled with a constant culpabilsation of the unemployed and the poor creating a
structural arrogance towards the many is not without political consequences. Macron’s popularity has
reached its lowest and the previous quotes about social contribution costing ‘too much’ or his latest
conversation with an unemployed man where the president said that he ‘only had to cross the street’ to find
the man a job reaffirms a general discontent towards President Macron.
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Ready for Residential Land Value Capture?
Can practicality and tax utility overcome the political challenges of implementation?
by Dr Yiming Wang, Senior Lecturer in Cities and Public Policy, MPP Director.

Like many public policy initiatives, land value capture is sound in theory but ‘tricky’ to implement. The
basic economic principles underpinning land value capture and, in particular, land value tax, date back to
the writings by George (1863) and Ricardo (1867), whilst also acknowledged by contemporary economists
such as Stiglitz (2014). However, legislation attempts to address the corresponding policy issues have been
less than successful within the UK, especially in terms of capturing residential land value to support local
public finance (Wang et al., 2015).
Built on my research and consultation experience during the past few years, this document is intended to
make three arguments regarding the exercise of residential land value capture within a UK policy context.
First, a property-based assessment of land betterment tax is a practicable approach to capture residential
land value. Second, the betterment levy can be rated with reference to imputed rent (i.e., the estimated
rental worth of owner-occupied housing property) and thereby applied to both owner-occupants and
investors. Third, residential land value capture is primarily an urban public policy issue, the resolution of
which requires strong local political leadership at the city-region level, especially in terms of the devolution
of fiscal power from the central state to the local city councils as well as the associated regional metropolitan
authorities.
Residential land value capture can take various forms in policy practice. Baddeley and I (2016) have
systematically compared between UK, USA and China, trying to understand their different policy choices
for the same purpose of land value capture. For example, many suburban communities in America rely on
borrowing against future property tax income to privately fund the development of local infrastructures
(Greenbaum and Landers, 2014). In contrast, because all of the land in urban China is constitutionally
under state ownership, uplift in land value is captured in lump-sum commission fees paid by private real
estate developers to the state government. This mechanism has allowed the Chinese state to generate most
public funding for urban infrastructure development.1
The UK differs from both America and China in terms of its preservation of private landownership, albeit
with most physical infrastructures being publicly funded, either by sovereign debts or by using government
revenues generated primarily from income tax and VAT (Value Added Tax). In my opinion, a strategic

1 The Chinese land value capture system has been introduced in more detail in my recent response to a policy questionnaire
distributed by the Scottish Land Commission. However, I did warn in the same document of the substantial risks involved in the
Chinese model, mainly in terms of the state’s vested interest in inflating land value, hence the upsurge of real estate property
price.
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priority in terms of the reform of UK public finance system is to shift its overall tax base from income and
consumption to land value as an implicit element capitalised in the worth of real estate property.2
With the aid of modern technologies such as GIS (Geographic Information Systems), much progress has
been made with respect to the empirical estimation of land value betterment typically as a result of public
investment in physical infrastructures or other civil facilities (Banzhaf and Lavery, 2010, Chapman et al.,
2009, Ryan, 1999, Wang et al., 2015). While academic research in this area witnesses a rising degree of
technical sophistication, less attention has arguably been paid to the practicability of land value assessment.
To what extent a new valuation scheme conforms to the existing practice and whether it is understandable,
communicable and makes common sense to the general public are however quite important from a policy
implementation point of view. In my opinion, a council tax supplement, analogous to the business rate
supplements legislated in 2009, could be levied as de facto land value betterment tax based on residential
property value and by referring to the existing council tax banding structure (See Wang et al., 2015, p.390
for a brief policy discussion with reference to the case of Cardiff Bus).
With regard to the rating of land betterment tax, my main view is that it should be based on rental worth to
capture land value uplift, because the sale price of a residential property often involves speculated capital
gains, especially when the overall price-to-rent ratio is excessively high in the corresponding local housing
market.3 I tried to convey the same point when I was invited in 2014 by the Royal Institute of Chartered
Surveyors (RICS) to speak at a symposium on land value tax at RICS’ headquarter in London. Some of the
audience then asked whether the tax should be collected from the renters or the landlords and, moreover,
what would apply to owner-occupied dwellings?
Conceptually speaking, the questions raised are less complicated than they appear to be. For instance,
according to the economic theory of tax incidence (Mieszkowski, 1967), whoever pays a nominal tax, the
actual tax burden will be shared by both the buyers (e.g., renters) and sellers (e.g., landlords), depending
on the relative elasticity of demand versus that of supply in a market, or put simply, whether it is a buyers’
market or sellers’ market. Likewise, in the case of owner-occupied housing, it is possible to estimate
imputed rent (i.e., the estimated market rental worth of owner-occupied residential property) and use it as a
basis for land tax assessment (Bourassa and Hendershott, 1994, Goode, 1960).
Practically speaking though, a rent-based land value capture scheme may be perceived as controversial. Tax
collection from the renters would presumably be seen as ‘politically incorrect’, while the landlords are likely
to contest against double taxation, since they are already paying income tax on the rent payments they
receive. A potential solution to the problem, as mentioned earlier, is to replace the tax on the landlords’
rental income with an annually assessed rent-based land betterment levy, hence essentially a tax shift from
income to land.

2 This view resonates conceivably with Henry George’s original idea about ‘single tax’.
3 This problem has been illustrated empirically in one of my recent studies about the land betterment effect of Shanghai Metro in
China. The paper reports that the assessed transit premium based on local home-sale prices is almost three times of the rentbased estimation and therefore argues for the need to ‘differentiate between the uplift of property value due to actual
improvement in transport accessibility versus the real estate investors' speculation on future capital gains through transitinduced property value appreciation’ (Wang et al, 2016: 61).
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This however leaves another, arguably more major, problem unresolved: How to convince the owneroccupants, who account for more than 60% of all households in the entire UK (Barton, 2017), about the
legitimacy of land value capture based on this seemingly rather ‘exotic’ idea of rent imputation? While
communication and education certainly have their own roles to play, a key step to address the issue is
perhaps to work out a preliminary land value capture system based on imputed rent and compare the
potential rating outcomes with the current council tax scheme. My conviction is that the general public
should be more receptive to intuitive comparisons than technical specificities. If properly estimated,
imputed rent, compared with the now rather obsolete council tax banding criteria, should reflect more
accurately the contribution of public spending on local services and infrastructures to the values of private
homes.
From a policy implementation perspective, land value capture and congestion charge share several
similarities. First, both policies are intended to resolve market failures that are primarily situated within
urban settings and triggered by the intrinsic nature of the city as an agglomeration economy (Krugman,
1991).4 Second, even though most urban residents recognise the social costs of traffic congestion and land
speculation, many are reluctant to pay out of their own pockets for the according corrections of market
failures. Third, the implementation of both policies requires strong, relatively autonomous, local political
leadership. The levy of London congestion charge, for example, is attributable to Ken Livingstone’s
authority and resolution as the first directly elected mayor of the Greater London Authority (Worthy et al.,
2018). Likewise, the 2009 Business Rate Supplements (BRS) Act has devolved the corresponding taxation
power to local councils (which are allowed to levy BRS jointly, for instance, as a combined metropolitan
authority), empowering local political leaders at the city-region level to make more direct decisions
regarding the taxation of local commercial properties for value capture purposes. In a nutshell, the
devolution of urban governance seems to be setting a stage for strong local political leaders to make more
difficult but necessary policy decisions, including, but not limited to, the ones on land value capture.
On the other hand, cities in this globalisation era are connected and often faced with a similar set of urban
policy issues; unilateral localised policy actions are seldom sufficient to address the worldwide urban
problems (Barber 2013). For example, I was involved in a small research project (led by my former
colleagues at University College London) which looked into the flows of international capital and the
according impacts on the local built environment in London. Land value tax, once levied, is conceivably
going to curb ‘property banking’ by many speculative foreign investors in London’s real estate market.
However, this would not stop the fluid movement of capital from London to another ‘safe haven’ city. As
Barber (2013) has pointed out, there is a need for cities around the world to take coordinated action. The
same idea probably also applies to the issue of residential land value capture.

4According to Krugman (1991), cities emerge because of the positive economic externalities of agglomeration and disperse due

to the negative externalities of congestion.
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An Unclear Water Reform Agenda
Labour is being ever-ambiguous on the details of UK water nationalisation.
By Noah J. Wescombe, Policy Researcher, Third Year student of Social Policy.

Labour is back with a vengeance on nationalisation. The strategy of the Corbynite leadership in appealing
to public distain over the management of basic services is being pushed on all policy fronts. The
announcement from John McDonnell at the 2018 Labour Party Conference that a Labour government
would directly pursue water nationalisation surprised no-one.
This isn’t just good old ideological fun and games of political economy however. The damning reports that
have surfaced have exposed a private water industry that has long been rotten to the core. The Economist
ran a piece back in July of last year on an industry ‘under fire from all sides’ as irresponsible utility and
service managers maintain corrupt financial behaviour. A month earlier, the scandal had broken that waterbosses had become multimillionaire “fat-cats” who exploited their monopoly. It’s an ugly picture, and
clearly expectations of water service management need to progress. Labour and friends have used the heat
of such scandalous exposé to advance the wider new-socialist policy campaign, with GMB’s Tim Roach
urging people to “Take Back the Tap" and make our water services work for the many and not the
few.’ (Guardian, June 5th 2018).
Beyond the rhetoric, it is worth considering what can realistically be expected from a private water sector
that is left to its own devices in public asset management. Allow the freedom to socialise the costs of
inefficient infrastructure through billing, then add in private equity and foreign funds, and the result is a
perfect monopoly cycle for those calling the shots. In reality, these big-bad-bosses that are currently so
vilified are only doing what they were hired, and are paid, to do. Inadequate protection of a public asset by
policymakers will cause exploitative treatment based on how financial markets naturally tend to deal in
commodities. Expecting a different outcome is naïve, but also ideologically presupposes that conceptions
of water as a pseudo-private good are unacceptable within normally-functioning markets. If this is so,
Labour might as well put farmers, who utilise informal water-trading mechanisms around the world, in their
political crosshairs. Conflating the issue and scapegoating the market is inaccurate, and thus makes for
dangerous policy.
This classic economic dilemma over conceptions of water resources is fairly established. As R. A. Kraemer
expressed in the 1999 paper Public and Private Management of Water Services, water straddles the
boundary between public and private good based on its use, flows, and levels of processing.
Conceptualising water only as an essential natural resource may be pleasingly provocative and collectivist,
but is not necessarily useful for realities of water economies. The 2018 report from the Social Market
Foundation (SMF) highlights the real risk of ‘water pricing becoming increasingly politicised, leading to a
detachment between prices and costs in the industry.’ The same report concluded that not only will a
Labour government have to fork out £90 billion for purchase, but will also add 5% to their debt. Given that
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trajectories of regional expenditures necessary to maintain the sector are expected to be cumulatively stable
(see figure), there is certainly reason for prudence over conceptions of value in the public domain.

£bn

Year periods

[Figure: Trend projections of Cumulative Capital Expenditure for water in
England. (Source: SMF, February 2018)]

Relative impact, and implementation challenges, are contingent on the specific economic and financial
choices by any government bent on a public take-over. They should be fleshed out long prior to
implementation, not after. It would be a political blunder to assume that a take-over on pure principle, and
not practicality, is compatible with swing-voters. Even then, water is a complex and expensive policy area,
so there is no guarantee of sufficient public support while other major budgetary stresses, like NHS
financing, claim the limelight.
In any case, if core policymakers in Labour are serious about nationalisation, economic analysis should at
least be balanced with highly specific projected costs for public maintenance and updates. This should be
combined with a comprehensive strategy for administration and management that has built-in
accountability mechanisms. In fairness, the is something Labour have at least outlined: new Regional Water
Authorities will be overseen by Defra, and public-forum “Water Observatories”, creating a scaled
governance network. (Labour’s Clear Water Manifesto, 2018) However, given the politics of budgets, there
is still no reason to just assume that prudent investment and budgetary decision making is any safer in the
public domain while agendas are widely unstable. Further details, and even preliminary testing, are needed.
Furthermore, public ownership should not mean that competition is stifled — economic evidence is wellestablished that efficiencies have little to do with ownership, but hinges primarily on internal market
mechanisms. (Vickers and Yarrow 1988). Reasoned strategies need to be formulated for the incubation of
innovative conditions irrespective of management structures. Working out how to achieve this is an
intellectual argument on public policy that Labour is dodging, in favour of anti-capitalist identity politics.
Monopoly is the common enemy here, not “the few”.
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Ineffective Swedish Drug Policy.
Hard-line approaches defy human rights, and the realities of drug problems.
By Phoebe Collins, Third Year student of Social Policy with Criminology.
What has been termed ‘the drug problem’ continues to permeate political and international debates and has
done so since the mid-20th century. Yet, whilst there is evidence of increasing tolerance towards illicit
drugs and their use, there persists a reluctance of particular states to change with the times. Described as
the ‘poster country for the repressive approach outlined in UN drug conventions’ (Stevens, 2011),
Sweden’s utopian drug policy has received fair commendations from significant bodies, including
(unsurprisingly) the USA. However, beneath what may look like perfectly effective policy lies a repressive
system characterised by violations of human rights and negligence towards the most vulnerable and
marginalised groups in society. As the drug debate continues, more doubt has been shed on zero-tolerance
policing and its impact on social wellbeing.
Swedish drug policy was relatively liberal throughout the 1960s, forward thinking some may say. Yet
resistance from Nils Bejerot and the Association for a Drug Free Sweden were concerned with the
increasing levels of drug use, particularly among young Swedes. As a result, Swedish policy has been
reconstructed and is now characterised by drugs and drug related harms being met with stricter controls
and more punitive penalties. For instance, legal provisions enabling compulsory treatments were
introduced in 1981 and the Swedish government criminalised the consumption of any illicit drug in 1988.
(Stevens, 2011. Italics added). A zero tolerance approach to drugs can continued since then, resulting in
what can only be defined as a grossly repressive policy that has been used to demonise and isolate people in
genuine need.
One of the most concerning aspects of Swedish policy is the implementation of compulsory urine and blood
tests of anyone who is suspected of having taken an illicit drug (Chatwin, 2003). Not only is this an outright
invasion of privacy, it also hands insurmountable powers to the Swedish authorities, including the
jurisdiction to prosecute if results came back positive. It is no surprise then that the number of individuals
sent to prison for drug-related offences quadrupled over the course of the 1990s, and that was just those
aged 15-20 years (Tham, 2005). In essence, repressive policy will not prevent use, instead it will more than
likely intensify the harms associated with it.
Despite ongoing concerns over its repressive policy, the endeavour for a ‘drug-free society’ continues.
Whilst countries such as the UK and the Netherlands have prioritised public health and introduced
multiple harm reduction mechanisms, Sweden is surprisingly stubborn. Whilst the benefits from
introducing needle exchange programmes and decriminalisation have been well-documented, Sweden
maintains its strong prohibitionist stance. Whilst the effort for a ‘drug free society’ is commendable, it
seems a little overly-ambitious. Globalised international networks have meant that commodities (including
narcotics) now penetrate almost every country in the world, and, unless the Swedish government intends to
incapacitate every citizen and control their habits, any attempt to claim that illicit drugs can be entirely
eliminated from a locality is naïve, to say the least.
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However there is evidence of Swedish success. In fact the rate of reported drug use in Sweden is lower than
the European average (Stevens, 2011). However indicators such a ‘reported drug use’ should be confronted
with scepticism. Firstly, reported level of drug use is a ‘dark figure’, meaning one can never be truly certain
in its true value. And, due to the level of social stigma that is attached to this behaviour, it is likely that
Swedes will be unwilling to confirm any involvement in it. Many Swedish people go far as to say that drugs
in themselves are ‘un-Swedish’ (Boekhout van Solinge, (2004). However there is some credibility to this,
one could argue that the low levels of drug use can be used to explain the decrease in the number of drugrelated deaths every year since 2001 (Stevens, 2011).
Despite this, the aversion to harm reduction mechanisms by Swedish government is incredibly problematic.
In essence, by not providing resources such as clean injecting equipment or maintenance prescriptions to
problematic drug users, this enforces an obstacle to the right to health. The WHO has been specifically
critical of this. In a 2014 report, the WHO states that ‘all people from key populations who inject drugs
should have access to sterile injecting equipment through needle and syringe programmes’ (WHO, 2014).
This is clearly problematic for Sweden, since only five needle and syringe exchange programmes were in
operation at this time, meaning accessibility to these programmes for problematic drug users was
‘limited’ (EMCDDA, 2015). To the Swedes, the introduction of harm reduction strategies would be
‘surrendering the goal of the rehabilitation of the drug user’ (Tham, 2005). Gould (1994) is especially
critical of Sweden for prioritising the emphasis of a drug free environment over the rights of individual
integrity. In addition, not only is Sweden’s drug policy a violation to human rights, it actually contributes to
the worsening the ‘drug problem’. Despite low levels of drug on average, Sweden has one of the highest
rates of drug-related overdoses in Europe, set at 93 people per million, and this figure seems to be
increasing (EMCDDA, 2016). This is partly due to the high levels of social exclusion that are associated
with drug taking. Swedish drug policy has been used to create and maintain a national identity whereby
drugs are perceived as being ‘external’ to Sweden and ‘a threat to Swedish lifestyle’ (Chatwin, 2003).
Whilst the ideal Swede is one of rationality and self-control, the drug taker represents a direct opposition to
this (Daun, 1989, in Gould, 1994). The immoral representation of the drug user has therefore discouraged
individuals from seeking help, for fear of marginalisation and societal disapproval. By not accommodating
for the safe practices that are required for less problematic drug behaviours, Swedish policy is inadvertently
pushing the drug scene further underground, with significantly grave consequences.
To conclude, it is possible that the harsh punishments for drug-related offences, combined with the social
deviation of drug use, has led individuals in need of essential help to suppress their concerns in regards to
their drug use. As a consequence of this, individuals are put at a further risk of continued problematic use,
and, in some cases, overdose. The increasing criminalisation of the drug user has meant that those who do
become dependent on drugs, are discouraged to seek help. Despite criticisms from the UN and WHO,
little improvements have been made in helping those who develop problematic relationships with illicit
drugs. However, it is important to note that Sweden’s regime is not the most repressive; the maximum
prison sentence for a drug related offence is 10 years, which is actually lower than in almost every other
European country (Lenke and Olsson, 2002). So perhaps there is hope for a more tolerable and empathetic
approach to Swedish policy, however it will require relatively large steps in a small space of time in order to
see any real positive change in the Swedish drug problem.
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Big Data Prospects and the National Health Service
The NHS faces some key challenges for informatics innovation.
By Neil Ross, Senior Parliamentary Researcher,
& Noah J. Wescombe, University of Bristol.

Changes to society and the economy due to the advent of new technologies, such as the ever-discussed
development of artificial intelligence (AI) and other Deep Tech applications, has become central to our
debates about the future direction of the economy and public services, with the variable of technological
change almost universally featuring as a footnote to any discussion regarding the future of a selected
industry. As a centralised service provider, the NHS is forced to bear the pressure of absorbing and
processing a uniquely high quantity of health information. The way in which the NHS manages data has
received increased attention in the last ten years. With increasing technology options as health solutions,
the applications to treatment need to be met with a sufficient data governance framework that incorporates
and synthesises technical, legal, and medical understandings.
Unfortunately, such a framework is still not here for use in 2018. The state of systems across the Service is
not consistent, nor of sufficient sophistication, to deal with the technical and socio-legal challenges posed
by a fast-moving information network. This is due to the fact that new data driven technologies and the
increasing role of artificial intelligence has, until at least very recently, lacked the same limelight these
technologies have obtained in many other sectors. This is not due to the lack of importance that these
technologies will have for the future of the Service, but that in general the current political lexicon favours
discussions of funding, managing the ageing population and service standards. Top level political
discussions surrounding the future of the NHS therefore gravitate around these management problems and
do not as often move towards confronting the revolution in healthcare information technology.
Despite this, private sector investment and business interest in healthcare information technology has
grown significantly. In 2017 Microsoft launched an entirely new division focused around healthcare at its
Cambridge UK research facility. In January 2018 Amazon hired Matrin Lavine of IORA healthcare, a large
Seattle based healthcare company, to head up its secretive and well-funded health unit, known as 1492.
Apple to has begun making significant entries into the healthcare market, optimising the software and
hardware on the iPhone and Apple watch to gather a wider array of health data such as exercise and heart
rates. The Alphabet group has made the largest and most significant strides into healthcare of any of the
large technology firms. Since 2009 the group has backed over 60 health-related enterprises, with a highly
diverse portfolio from genetic testing to telemedicine. The Alphabet groups activity in the healthcare field
is extensive. Analysis by Ernst&Young has highlighted that 2013 and 2017, Alphabet filed 186 patents
related to the healthcare field, compared to Microsoft’s 73 and Apple’s 54 in that same period. Alphabet’s
company patent activity primarily highlights an increased interest in the exploration of chronic illnesses like
diabetes, the use of bioelectronics and using data to drive efficiencies as well as creating smart spaces in
health care, for example smart operating rooms. Between 2013 and 2017 these three companies filed over
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300 health related patents, representing a 38% increase in the filing of these types of patents by said
companies every two years. This rapid increase shows little prospect of slowing down.
The entry of these new companies into the healthcare market serves as a significantly disruptive force
presenting both challenges and opportunities for the sector. This is particularly true in the UK and other
countries with largely single provider systems and where the NHS acts as a centralised hub of information
regarding patient data. Data serves as the fuel needed to power the data driven healthcare technologies
being deployed by these companies, so a tight control on patient data therefore presents complications to
the future commissioning of healthcare information technology. Nonetheless, this is an important part of
the Service’s remit. Due to the scale of the NHS, data-sets are vast, and range from GP records, to lengthy
clinical results, to precise biomedical data for specific practices and operations. Currently, much of the
analysis is done with dated software, while parallel records are not maintained with equal accuracy and
quality. Data is shared across institutions, to places such as private health companies, manufacturers, and
universities, none of which have full public accountability for its use, nor necessarily the public-interest in
their motives.
A substantive change in approach is needed. Section 4 of the 2016 NHS Information Sharing Policy (ISP)
gives prerogative to the NHS administration for judging necessity of data sharing, along with the benefit of
the fuzzy “Personal Data” definition from the Data Protection Act (DPA). Since this document is no longer
consistent, due to DPA 2018, changes will no doubt be made in the review of the ISP scheduled for 2019.
Nevertheless, judging by the latest documents, such as the Southern Health NHS ISP 2018, official policy
maintains the previous approach influenced by Caldicott Principles 3 and 4, i.e. “proportional” data
sharing in response to “need”. The term “personal” has been dropped from this document, focusing more
on conditions of any service-user information transfer, which is encouraging. However, it remains to be
seen whether further NHS policy shifts will occur, in the wake of 2018 DPA and GDPR legislation, to
reduce weak and ambiguous language in favour of practical solutions. Thus, the question is no longer why,
but when approaches will be updated in line with next-generation rights-based data jurisprudence. Services
must be wary to remain consistent with these new accepted values, or risk not only public trust, but also
national security for an information society.
It is important to consider how principles of data security shapes the marketplace where a relatively small
number of large international technology companies act as the main providers of new data driven
technologies. There is a risk that tech companies could seek to extort large commissioning costs from a
healthcare system that has high barriers to entry. In a similar way to an aggressively patented drug which
significantly improves patient outcomes, tech companies which produce innovations which can
significantly improve healthcare efficiencies could seek to max out their pricing due to their specialisation
and the dearth of competition that a high barrier to market entry for other healthcare companies would
create. Financial and political pressures on the NHS, to improve service standards and meet targets, could
result in a market situation where tech companies create a monopoly or oligopoly over needed
technological solutions with a single and highly motivated Government-backed buyer. However, while a
tight control on patient data could produce a weakness in NHS commissioning, the NHS could leverage
this as a competitive advantage.
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As a controller of access to data, the single provider effectively controls access to the marketplace and in
many ways is the gatekeeper for innovation. Drawing on the work of Marianna Mazzucato and mission
orientated public policy creation, the NHS as the dominant purchaser in the UK healthcare market could
utilise its own monopoly and central control on patient’s data and healthcare regulations to improve
innovation and the diversity of the development of data driven technologies. This would require the state
through NHS to move from a principally purchaser role to an investor and stakeholder role. Central to the
thesis set out in Mazzucato’s ‘the Entrepreneurial State: Debunking Public vs. Private Sector Myths’ is an
increased role for the state and its agencies in innovation. This is largely through mission orientated goals
with investment backing offered up by the public sector to encourage innovation. In this role state agencies
do not simply contract out services to those offered by private companies but play an active role in their
development. Such a model if put at the heart of the data revolution in healthcare could see the NHS using
its central grip on data as leverage to encourage innovation to meet the long-term healthcare challenges it
faces.
For example, data could be made more easily available in sandboxes for newer, less established companies
to test out algorithms and pilots of data driven technology in key areas, such early detection. Increasing the
ability for companies to pilot could go a long way to reducing the barriers for entry into the market, offering
alternatives to the monopolies of the big tech companies. To do this the NHS must be able to stump up the
cash through grants and rewards for the development of new technologies, supporting the private and
university sectors not just in R&D but in the development of a product and bringing it to market. In this
role however, the state does not just sell off its asset into the private sector at the end of development but
subsequently acts as a shareholder receiving the benefits as such. Such a mechanism requires digital
utilities that can be specific in their sharing of data, while maintaining public ownership. Again, one can
look to Caldicott, with Principle 4 as an early call for a scaled, secure, protocoled database, declaring that
need-to-know approaches to sharing ‘may mean introducing access controls or splitting information flows
where one information flow is used for several purposes.’
Applications of Blockchain technology could be of real use here. A central public health ledger could
enhance compliance with health information law by implementing protocols that secure public consent. If,
for instance, a third party wishes to use the clinical data of thousands of patients to run studies and/or goaloriented analysis, they would require, in line with data law, adequate permissions of the service-user.
Difficulties do arise around disincentivisaiton of research and development for the benefit of the health
community, and the so-called “Privacy Paradox” may cause difficulties in engaging service users. but there
are flexible policy options to build around such systems. For example, new default permissions could be set
by local clinics and surgeries on service-users’ behalf, allowing the controlled flow of information to certain
organisations, with the administrative ability to track how that data is being used.
In any case, policymakers must ultimately decide whether or not to put promising innovations to the test.
The NHS is a daunting sacred cow of policy making with major changes and radical ideas often finding their
grave in the political milieu that comes in tandem with NHS reform. As well as overcoming the political
hurdles, a secure and flexible system of managing data must be found that commands the confidence of the
public, if it is to be used to allow for testing and experimentation in product development. However
perhaps the main stumbling block of such an approach is that one of the central tenets of the mission
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orientated approach is that as a major investor the NHS and the state will take on risk. The privatisation of
investment and innovation has privatised both the risks and the rewards. In order to socialise the rewards
from innovation an acceptance that risks must be taken and therefore that some of the ideas, companies and
projects sponsored by the state will fail. While the balance of risk versus reward favours reward, the political
culture surrounding the NHS adds significant political risk to any traditional investor risk. It is hard to
imagine that, barring the emergence of a new de-politicised consensus on NHS structuring, that should an
investor NHS support 55 new ventures in a given year with 50 failing while 5 succeed, that this would not be
jumped on by political opponents, even were five successes were to generate significantly more value that
was initially invested in the 55.
As a result, while an extrapolation of the mission orientated approach could support significant innovation
in UK healthcare, and while there is compelling evidence that a state investor would likely see significant
reward, external political risks as well as the inherent difficultly of NHS reform could prevent that bet from
ever being taken. It is clear that fostering adequate awareness, as well as a discourse of understanding,
about the necessity of protections, while remaining optimistic about the use of data for a high-technology
health service, will be invaluable for policy proposals going forward.
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Viewpoint Shares from Though-leaders
The USA has the most progressive tax system in the world, by standard comparative metrics.
Is it sensible or dangerous for policy to take it even further?

Paul Krugman
Paul Krugman is a Nobel Economist, Author, and Distinguished Professor at CUNY. This
policy perspective is a quoted section from his New York Times op-ed article.
[All content rights reserved by the original producer]

(January. 5, 2019)
“The controversy of the moment involves AOC’s [Alexandra Occasio Cortez’s] advocacy of a tax rate of
70-80 percent on very high incomes, which is obviously crazy, right? I mean, who thinks that makes sense?
Only ignorant people like … um, Peter Diamond, Nobel laureate in economics and arguably the world’s
leading expert on public finance. (Although Republicans blocked him from an appointment to the Federal
Reserve Board with claims that he was unqualified. Really.) And it’s a policy nobody has ever implemented,
aside from … the United States, for 35 years after World War II — including the most successful period of
economic growth in our history.
To be more specific, Diamond, in work with Emmanuel Saez — one of our leading experts on inequality —
estimated the optimal top tax rate to be 73 percent. Some put it higher: Christina Romer, top
macroeconomist and former head of President Obama’s Council of Economic Advisers, estimates it at more
than 80 percent.
Where do these numbers come from? Underlying the Diamond-Saez analysis are two propositions:
Diminishing marginal utility and competitive markets.
Diminishing marginal utility is the common-sense notion that an extra dollar is worth a lot less in
satisfaction to people with very high incomes than to those with low incomes. Give a family with an annual
income of $20,000 an extra $1,000 and it will make a big difference to their lives. Give a guy who makes $1
million an extra thousand and he’ll barely notice it.
What this implies for economic policy is that we shouldn’t care what a policy does to the incomes of the very
rich. A policy that makes the rich a bit poorer will affect only a handful of people, and will barely affect their
life satisfaction, since they will still be able to buy whatever they want.
So why not tax them at 100 percent? The answer is that this would eliminate any incentive to do whatever it
is they do to earn that much money, which would hurt the economy. In other words, tax policy toward the
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rich should have nothing to do with the interests of the rich, per se, but should only be concerned with how
incentive effects change the behavior of the rich, and how this affects the rest of the population.
But here’s where competitive markets come in. In a perfectly competitive economy, with no monopoly
power or other distortions — which is the kind of economy conservatives want us to believe we have —
everyone gets paid his or her marginal product. That is, if you get paid $1000 an hour, it’s because each
extra hour you work adds $1000 worth to the economy’s output.
In that case, however, why do we care how hard the rich work? If a rich man works an extra hour, adding
$1000 to the economy, but gets paid $1000 for his efforts, the combined income of everyone else doesn’t
change, does it? Ah, but it does — because he pays taxes on that extra $1000. So the social benefit from
getting high-income individuals to work a bit harder is the tax revenue generated by that extra effort — and
conversely the cost of their working less is the reduction in the taxes they pay.
Or to put it a bit more succinctly, when taxing the rich, all we should care about is how much revenue we
raise. The optimal tax rate on people with very high incomes is the rate that raises the maximum possible
revenue.
And that’s something we can estimate, given evidence on how responsive the pre-tax income of the wealthy
actually is to tax rates. As I said, Diamond and Saez put the optimal rate at 73 percent, Romer at over 80
percent — which is consistent with what AOC said.”
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John H. Cochrane
John H. Cochrane is a Senior Fellow at the Hoover Institution, Professor, and adjunct
scholar at the Cato Institute. This policy perspective is a quoted section of a post from his blog
The Grumpy Economist.
[All content rights reserved by the original producer]

(January. 6, 2019)
“I try very hard not to get in to the business of rebutting Paul Krugman's various outrages. The article
"The economics of soaking the rich" merits an exception. I will ignore the snark, the... distortions, the ...
untruths, the attack by inventing evil motive, the demonization of anything starting with the letter R, and
focus on the central economic points.”
[…]
“1) 70% is not carved in stone.
Diamond and Saez made a big splash precisely because their estimates were so novel and so much higher
than the prevailing consensus. For example, Greg Mankiw, also a previous CEA chair, and not a fraud,
writing the excellent "Optimal Taxation in Theory and Practice" in the Journal of Economic Perspectives, a
nonpartisan (or left-leaning) academic journal, not a fraud, with Matthew Weinzierl and Danny Yagan,
writes
A well-known early result of the Mirrlees (1971) model is the optimality of a zero top marginal tax rate. ...
All this leaves the policy advisor in an uncomfortable position. Early work, following Mirrlees (1971),
assumed a shape for the ability distribution, a social welfare function, an individual utility function, and a
pattern of labor supply elasticities that yielded clear and surprising results— declining marginal tax rates at
the top of the income distribution. Some recent work has yielded dramatically different results more
consistent with existing policy, but many of the key assumptions are open to debate.
...
Lesson 3: A Flat Tax, with a Universal Lump-Sum Transfer, Could Be Close to Optimal
The claim that the optimal marginal tax schedule is generally flat has been challenged often in the nearly
four decades since Mirrlees (1971). Most prominently, Saez (2001) finds optimal tax rates that increase
steadily from incomes around $50,000 to $200,000. Of course, the optimal tax schedule is sensitive to
assumptions about the inputs discussed in the previous lesson: the shape of the distribution of abilities, the
social welfare function, and labor supply elasticities. None of these three components of the problem is
easily pinned down.
You get the picture, the optimal top tax rate is in fact a highly contentious number, depending on many
assumptions, all very hard to measure or even to define really.

As Mankiw et al point out, the position "let's implement textbook optimal taxation theory" might be a bit
uncomfortable for Krugman's position that all things that start with D are holy.
Lesson 6: Only Final Goods Ought to be Taxed, and Typically They Ought to be Taxed Uniformly
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Lesson 7: Capital Income Ought To Be Untaxed, At Least in Expectation
There is a lot of controversy on these too -- the best way to get an AER publication is to disagree with
orthodoxy, but they are still the rough orthodoxy, and there are sensible non-evil people who agree with
them.
2) Even in Diamond, Saez, et Al, 70% is the total tax, not the federal income tax, and it is the marginal rate
not the average rate. (Though not always as you'll see in a minute)
We have to add up every wedge between one dollar of extra revenue you create for your employer, and the
value of what you receive in turn … Greg Mankiw calculated his marginal tax rate at over 90% (Sorry, I can't
find the link anymore). He thought about, what if he takes a consulting job, pays all tax on it, saves it, paying
taxes on dividends and intrerest, gives it to his kids, paying estate taxes, and they spend it. Even greg forgot
about sales taxes and property taxes (if they buy a house) in this calculation. In California, where I live, the
top rate is at least 42% federal + 13.2% state (not deductible anymore) + about 10% sales tax + about 6%
property tax (1% of house value per year, house = 5 times income) + .. it goes on like this.
Watch what you wish for. A 70% all in marginal rate might well be a tax cut for many households. I once
semi-humorously proposed an alternative maximum tax.”
[…]
“A 70% or 80% marginal federal income tax would be first and foremost a boon for tax lawyers and
accountants. If one were in the mood to match Krugman's attacks of which party has which dark motives to
serve which evil interest, the direction would be easy.
Moreover, Krugman gets the benefit of labor to society wrong in an astonishing econ 1 way
If a rich man [or woman, Paul, please!] works an extra hour, adding $1000 to the economy, but
gets paid $1000 for his efforts, the combined income of everyone else doesn’t change, does it? Ah,
but it does — because he pays taxes on that extra $1000. So the social benefit from getting highincome individuals to work a bit harder is the tax revenue generated by that extra effort — and
conversely the cost of their working less is the reduction in the taxes they pay.
If you are paid your marginal product, as you are in a competitive market, then you are paid how much
revenue your efforts add to your employer's bottom line. But society benefits by the consumer surplus, the
area under the demand curve, and loses that consumer surplus when taxes put a wedge between your effort
and your wage. When Steve Jobs worked hard and sold us all Iphones, he made a ton of money, and apple
made a huge profit. But we all benefitted by far more than we paid Apple for the phones.
No, the world is not a static, zero-sum game.”
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