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¢ Outcome profiles &
success measures

¢ Benefactor

¢ Enterprise

¢ Guarantor

¢ Investor

¢ Sorcerer’s Apprentice
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“Get a big picture grip on the details.”
Chao Kli Ning




Framework for Government Finance
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Dirty Dozen
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Government as Benefactor




Service Delivery
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Government as Enterprise
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The Balance Sheet Of Prosperity & Happiness

Objective Subjective
Well-Being Well-Being
(OWB) (SWB)

*Income . =L ife satisfaction
=Consumption =Job satisfaction
»\Nealth =Self-reported health
"Health *Positive feelings or
*Education experience
*Environmental quality *Negative feelings or
»Political voice & experience
governance

=Social connections /
relationships
=Security

[source: adapted from Stiglitz E., Sen A., Fitoussi J.P. et al, “Report by the Commission on the Measurement of Economic
Performance and Social Progress” (2009)]



Who Owns The Capital?
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Government as Guarantor

@

QUAR.A.\_‘[\T'I‘OF'



Commercial Approach To Risk Finance

[adapted from Michael R Powers, Acts of God and Man, Columbia Business School Publishing (2012), page 117]

High
AVOIDANCE
(RISK CONTROL)
Expected
Severity
RISK TRANSFER
(Hedging)
Low RISK POOLING

(Diversification)

Expected Frequency
Low High



Government Approach To Risk Finance?

[adapted from Michael R Powers, Acts of God and Man, Columbia Business School Publishing (2012), page 168]

High
RISK POOLING
(Informal Diversification)
Expected
Severity
AVOIDANCE
(Private Markets)
Low RISK POOLING

(Diversification)

Expected Frequency
Low High
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Value

Portfolio Management
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Investor






Money as a System?

Communities form when people are prepared to

be indebted to one another:
»basic membership indebtedness

»recorded indebtedness
»tradable indebtedness

Fiat currency

Backed

Unbacked

Commodity money

Common tender

Baskets

- currencies

Composite

- commodities



The Basis Of Trust?

Monetary Base
pAthly Avg. Seasonally Ad). Jan. 1915 - Oct. 2012 (FRE)
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[Source: "Goethe's Werke", 1882, drawing by Ferdinand Barth (184241892]



Not Too Creative?

¢ Self-referential system upon which all our

analysis is based

¢ What does GDP mean?
¢ Are competing currencies good or bad?
¢ Should money be a long term store of value?

MONEY FACTS
169 Questions and Answers on Money—A Supplement
to A Primer on Money

With Index

SUBCOMMITTEE ON DOMESTIC FINANCE
COMMITTEE ON BANKING AND CURRENCY
HOUSE OF REPRESENTATIVES
88th Congress, 2d Session

SEPTEMBER 21, 1964

Printed for use of the Committce on Bauking and Currency

U.B. GOVERNMENT FRINTING OFFICE
-390 WASHINGTON : 1064

Choice in Currency
A Way to Stop Inflation

F A. Hayek

Commentaries by

Ivor E. Pearce, Harold B. Rose,
Douglas Jay, Sir Keith Joseph

WHERE DOES

MONEY

COME FROM?

A GUIDE TO THE UK MONETARY
AND BANKING SYSTEM

JOSH RYAN-COLLINS, TONY GREENHAM,

RICHARD WERNER AND ANDREW JACKSON




The Roles of Government




Government Finance
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Fiat Currency
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