Minimal
Government
Thinkers, Inc.

WW‘W.ITIIHIrT'Id'ﬂ_i{]"-"l?‘fr'IrT'lli"l‘IT.l'lt"l

Sustainable Inclusive Growth
via Less Government

Bienvenido “Nonoy” Oplas, Jr.

10th Young Economists’ Convention,
17 June 2011, Traders Hotel, Manila



W WV . T I

g | mal
LT Ve rnnu-ut i
TI- Tkers, Inc. www.minimalgovernment.net

Sustainable Inclusive Growth (SIG)

e Sustainable means minimization of wide boom-bust
cycles, ability of the economy to sustain growth without
compromising or incurring future fiscal and financial
Instability.

* Inclusive Growth (IG) means a broad-based, people-
centered economic growth. It is desirable as people are
not just consumers and recipients of government
welfare. People are producers, they are entrepreneurs
and workers, they are taxpayers.

« Attaining SIG is possible, no debate about it. The debate
IS how to attain it.
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Sustainable Inclusive Growth (SIG)

« Conventional perspective to attain SIG is via more
government. More UN MDGs, more WB-ADB loans,
endless welfare programs: Education and healthcare for
the poor, housing and transportation for the poor,
agrarian reform for the poor, irrigation and credit for the
poor, cash transfers (CCT) for the poor, and soon,
condoms and pills for the poor (RH bill). Lots of central
planning in economic and social sectors.

* | come here to argue that SIG is better attained if we
have less government: less regulations, less
bureaucracies, less spending, less borrowings, and less
taxation.
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Outline of Presentation

|. Free market and the poor: contestable market,
monopolistic competition, free trade, productivity
and employment.

ll. Government bureaucracies and the poor, nanny
state, high spending, high taxes, endless
borrowings, government-created monopolies.

lll. Inequality and the poor: rule of law, personal
responsiblility vs. government responsibility, self-
rellance vs. state reliance.
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. Free market and the poor

» Upper graph, supply gap, or excess

A Excess demand. People want the price of a
~ \ commodity at only P1, demand is Q1.
@ Poh------ = At that price, supply is only at Q2,

E Pab - oo™ - r\“‘"’d...,,_____h supply gap as producers and sellers
= . Do will not sell.
T « Solution: allow the price to go up, to
Q; 9, & Po, supply meets demand at Qo.
':'Iual'ﬂily
 Lower graph: supply glut or excess
" e supply. The weather is good for
farming, etc. Huge supply of a
& \b ; commodity, If consumer demand
2P " A remains the same. farmers and
P 1"'\‘_-. o i .
3 o . sellers will be forced to sell at a lower
___--"""\"-.____ O, FWG Blog price.
& o o
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A Perfect Competition market
Price {Pesosfkio) Prica
A. The Market n B. Simgle firm
. ;Hllim'
L e e
| /

105 L_______ % _________ 106

Many frms, none of them i big enough 1o influence the price of one simiiar or
homogeneous product. If any of those firms willl raise its price above P105 per
kilo, its demand will drop to zero, Meaning no consumer will buy from him as
all other firms sell al exactly P105 per kilo.
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Market segmentatlon allows more equmb prices
for various consumers and producers

Price (per 5mg of say, amlodipine brand X)

><><
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» Quantity (number of tablets)
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Trade protectionism makes cheaper goods become expe nsive

Graph 1: Effect of Tariff, VAT, other import-related taxes on the price of imported
products

Price (2. ¥, C.... per unit)

Protected price (Pp)

T Tariff, VAT -
Gefier raves
Free trade price (Fp)

Demarnd

. Quantity (mill. of tons, bags,,..)

Prat.  Free trade
Cuant, Quant
(Fq) (Fg) e, Fg<hg
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Trade subsidies cause artificial cheaper goods, ant |-
dumping makes cheaper goods become expensive again

Effect of government intervention on the price of traded goods

Supphy
\ " Export subsidy,  Anti-dumping.

Price 1 [rich A) J Dom. support | Counber-yvaiing
Price Z (rnch B) | M duties
by rch countres _ by poor countries’

FT'H:E 3_ 1;“:‘“ -ﬁl] | —— B

Frice 4 (poor B)

\
A
§

- fi : + Cuantity

Non-subsid. Subsidized Re-taxed
Quantty  Quantity  Quantin|
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Free trade results in price equalization through tim e,
benefiting the poor

‘Graph 2: Commodity price equalization under free trade

Country: A (surplus, exports) B (deficit, imports) C (non-producer, imports)
Examples: Thailand, Vietnam Phils.. Japan Singapore, Hong Kong
Price Price Price

New P* s sl Tosr sus suasduassg

Q Q

The global supply curve tends to move more flat in a regime of free trade and
unhampered globalization. A flatter supply curve means a flatter price range (ie, small
difference from the most expensive to the cheapest price of a commodity) across a wider
and bigger supply of that commodity around the world.
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Consumer Surplus {CS})

After Free Trade
Pri Before Free Trade Pri
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Free trade Is pro-poor: HK case

* Hong Kong does not need any
Free Trade Agreement, MFN
contracts, nor the WTO. HK simply
declared a unilateral trade
liberalization policy. Zero
government to government
negotiations, agreements and
protocols.

* Unilateral free trade is
unconditional opening of borders
to foreign goods at zero tariff. The
only imported goods that HK
subjects to govt. regulations are
perhaps guns, bombs, poisonous
chemicals and substances, virus-
infested food products.
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Free trade: HK

* Only when goods would
possibly affect public health
and security, that
government regulations
come in. Otherwise, it steps
back, no unnecessary
bureaucracies and taxation.

* HK is able to efficiently
utilize its bright minds. Away
from trade politics towards
actual trading and money-
making. And the poor have
jobs and increasing income.




Minimal

LGovaernmant e s o

Thinkers, Inc. WAL TN Al § Ove rnime nt. et
malgovernmeni.mnei

Why lower taxes Is good economics

()Y =C+1+G+ (X-M)
(2) C=a+ (b x Yd)
3)Yd=Y-T

When T is big, Yd becomes smaller, C is affected
and consequently, Y.
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ll. Government
bureaucracies and the
pPOOr

* Bureaucracies say, “Entrepreneurship
and job creation is a crime, unless you
get our signatures and permits.”




Doing Business2011,
Philippines

« Annual report done by the
WB-IFC.

 Starting a business: 15
procedures in 38 working
days, costing nearly 30 %
of per capita income.

» Paying taxes: 47 diff. taxes
and fees per year, 196 hours
(or 24.5 working days). Profit
tax is 21.3 % but when
various mandatory labor and
social security contributions
are included, total tax rate is
45.8 % of a corporation's
profit.






Local Govts support

micro-entrepreneurs

Buko vendors, kart
confiscated by Makati City
govt. P1,000 fine. Crime is
“no city hall permit”



Mango vendor,
Guadalope, Makati.
Woman and her mangos
brought to the barangay
hall for fines.

Brgy. personnel: “You're
blocking an intersection”
Woman: “You're
harassing those who
work legally, but you
don’t run after thieves.”



Two ambulant vendors:
one with vehicle, sell at
different municipalities
which have “market day”;
one has a fishball kart,
selling from one busy
Intersection to the next.

Micro entrepreneurs do
not need special govt
programs and
“encouragement”, only
freedom from harassment
and high business permit
fees.



Small scale stalls in some
municipalities and big
barangays.

The desire to stand on
their own, to seek little or
no government subsidies
IS there.

They only want freedom
from harassment,
freedom from high
business permit fees.






lll. Inequality and the poor

Ironically, | will argue that “inequality is good”. Why?

1.Because it respects and rewards hard work, efficiency and
ambition.

2. There are people who have little or zero ambition in life. To
drink and party everyday, to rely on some outside support for
their continued existence are their joys and complacency.

3. Between the two, inequality is
sure to happen in the short term,
and such inequality will widen
over the long term.



Why Inequality is good

4. Government welfare and entitlement
programs that are meant to reduce
iInequality and improve equality among
the people are mostly unproductive.

5. “The rapid economic advance that we
have come to expect seems in a large
measure to be the result of this inequality
and to be impossible without it.”

6.. “All obstacles to the rise of some are,
In the long run, obstacles to the rise of
all... To prevent progress at the top
would soon prevent it all the way down.”
— Friedrich Hayek, The Constitution of

Liberty




Why Inequality is good...

7. Government policies
of institutionalizing
forced equality
penalizes hard work,
performance and being
ambitious.

8. When the poor and
Initially less ambitious
see that there are less
entitlements coming,
they will become more
self-driven and
Independent, & society
can progress faster.



Coaus o of Death

FIGURE 5 Number of Ten Leading Causes
of Deaths: 2007
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Top killer diseases in the
Philippines are no longer
those old, communicable
ones like dengue, malaria,
polio, flu, etc. It's the "lifestyle
diseases" like heart diseases,
stroke, hypertension and
cancer.

The top 4 diseases
responsible for nearly 50 %
of all deaths in the country in
2007.

Healthcare is first and
foremost, personal and
parental responsibility, and
less as government
responsibility.



Concluding Notes (1)

The highly ambitious, the highly
Innovative and inventive among
us, are the key risk-takers in
society. They are the ones who
first invented the cellular phones,
the computers, new rice and corn
variety, the new disease-Kkiller
drugs and vaccines.

We see only the more successful
products, and that is where
envious eyes and minds are
watching. We do not see the
unsuccessful products made by
other inventors which failed to
show up in the shops, malls and
supermarkets.

BAD CRIMINALS GO TO JAIL.

THE BEST GO TO WASHINGTON.
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Concluding Notes (2)

*When being poor is
rewarded with lots of welfare
programs and such programs
have no timetables, then
there are implicit incentives to
remain poor.

* Improving the position of the
poorest by giving them what
we took from the wealthy,
would temporarily quicken the
closing-up of the ranks, it
would, before long, slow
down the movement of the
whole and in the long-run
hold back those in the rear. —
F. Hayek



Concluding Notes (3)

* Society will be
better off if there
are more personal
responsibility
assigned to people
and less gowvt
responsibility, less
bureaucracies, less
taxation.

*“If it moves, tax it.
If it keeps moving,
regulate it. If it
stops moving,
subsidize it.” —
Ronald Reagan



Thank you.

o WWW.minimalgovernment.net
 http://funwithgovernment.blogspot.com
 minimalgovernment@agmail.com




