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NORTHERN ROCK and the ECONOMY – the start of the melt-down 
 

We have known for many years that the UK economy was built on quicksand and the only thing keeping it 

afloat was confidence.  Confidence is a fragile abstract human concept that does not take long to evaporate.  

Once the feel-good factor has gone it is very easy to get sucked into a downward spiral that the individual is 

not able to pull-out of. 

 

The UK economy is heavily reliant on the financial services sector and consumer spending.  It is not a bad 

thing in it self for consumer spending to fuel the economy, if it is paid for out of income or savings.  In the 

UK it is being paid for out of borrowing; directly through personal loans [which have been very cheap] and 

credit cards [much dearer than a loan and in many cases extortionate, especially store-cards]; or alternatively 

by cashing in the equity in homes where house price inflation has increased faster than the Consumer Price 

Index or the Retail Price Index. 

 

We have this perpetuating relationship where the price increase of houses is itself fuelled by the banks and 

building societies making loans to people who can barely maintain the repayment instalments at historically 

low interest rates and who will struggle as the interest rates increase.  The earnings to loan ratio has been 

stretched to an extent that defies common sense and brings into question the integrity and responsibility of the 

financial lending institutions.  They have been awash with money to lend and been less than prudent in their 

desperation to make a return on it. 

 

People have been advised to own property throughout the Thatcher, Major and Blair years to the extent that a 

buy-buy-buy mentality developed.  So we have people paying over the odds and pushing up second-hand 

property prices and the construction industry pricing new-build on the basis of what the market will stand 

instead of construction costs.  It has been suggested that houses are overpriced to the extent of 20%. 

 

In the latter case this can be put down to the need to make high returns for dividends to shareholders in the 

huge national construction companies that now dominate the market.  Up to the 1970s construction was 

mostly based on local building firms, many of which were family owned. 

 

The new-build housing market has a direct impact on pensions.  Occupational pension funds include within 

their portfolios the shares of the Construction plc companies.  So if that new-build market catches a cold and 

shrinks because people cannot afford the loans to purchase, then the pension funds will sneeze.  Other people 

who have seen the collapse of occupational pension schemes have decided to invest in property instead of a 

pension scheme.  This itself pushes up second-hand housing prices and if purchased to-let, results in property 

being taken out of the market and the consequential high rents of private-let.  With the decline of social 

housing and a reduced stock of council housing as a result of right-to-buy legislation even the rented sector is 

affected.  The whole of the housing sector is distorted as a result. 

 

We can see how this is all inter-related and how Government policy is at the root of the dilemma that we now 

find ourselves in.  Gordon Brown has taken all the credit for the UKs expanding and buoyant economy but he 

has been sowing the seeds of a major financial crisis.  He has been a participant in the global financial market 

through the G7+ who have worked in concert.  It is no good him now washing his hands of this sad affair to 

blame it on circumstances outside his control.  He was the Chancellor who repeatedly proclaimed his 
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‘prudence’.  Well, in his last couple of Budgets, Prudence had bolted and did not get a mention. He has 

pushed public spending as a percentage of GDP above the prudent 35% level to a peak of 42% and pushed 

taxation in its many forms to higher levels.   He has also hung the burden of the Private Finance Initiative 

around taxpayer’s necks, which will be there for years after the infrastructure that it provided has decayed – 

rather like a DFS furniture sale where the sofa has been sent to the rubbish-tip but the loan lingers on. 

 

There is a well established Labour trend for this provide-now, pay-later mentality.  We have only just paid off 

our loan from the USA, sixty years after it was made and used to create the welfare state and nationalisation 

of industries. 

 

Of course Gordon Brown is not solely to blame, despite having occupied the post longer.  There have been a 

string of Conservative Chancellors – pursing similar policies – prior to him.  Before that we had a number of 

Old Labour Chancellors who brought the economy to its knees in the 70s.  Here we get to the root of the 

problem; successive Governments - red and blue - that have overseen the demise of a diverse manufacturing 

economy with high added value, together with the closure of our base industries like coal, steel making and 

ship building.  Since Margaret Thatcher they have sold off the family treasures at knock-down prices through 

privatisation of the nationalised industries.  We are left with non-manufacturing service businesses, with the 

financial sector way ahead.  To quote an Old Labour MP, “The only thing made in London [the City], is 

money”. 

 

The present crisis is the inevitable result, which could have been predicted without the need for a crystal ball.  

We now know about the financial sub-prime mortgage market in the USA.  Motivated by fees and 

commissions and without any checks or references, loans on property were made to clients termed NINJAs 

(No Income No Job or Aspiration).  This was on a par with a confidence-trick or pyramid selling, and at the 

very least irresponsible. 

 

The behaviour of intermediate financial advisers and mortgage brokers has played a large part in this scandal 

that is being described as soft-fraud.  It is also clear that black people were targeted who would not previously 

have been in a position to raise loans for the purchase of property.  By various means applications were 

falsified, often without the knowledge of the applicant.  These loans were then grouped and packaged (the 

term exotic financial product is totally misleading) with a disreputable risk assessment to be sold on to the 

international market.  With a building boom and an oversupply which resulted in discounting to encourage 

purchases, lower wage earners overstretched themselves.  Debt – working to pay the bank - is a modern form 

of bonded slavery. 

 

We do not know the full extent of this dubious practice, but we will find that the same thing has happened in 

the UK.  This was particularly prevalent in the UK buy-to-let market where due to fraudulent applications, 

banks have been lending more than the value of the property.  Borrowers/purchasers have then found it 

difficult to attract tenants with the result that even if they can, their rental income is less than their mortgage 

repayment.  The full impact of this has not surfaced yet.  We will also find out if these dodgy loans have been 

packaged by the UK banks and sold on. 

 

The banks do not trust each other enough to lend into the commercial money market.  So the loss of 

confidence starts with the financial institutions who then tell their customers to retain confidence in 

themselves. 

 

When a major mortgage bank (previously building society) then experiences cash flow problems and seeks to 

lay off the risk of embarrassment by seeking a financial cushion from the central Bank of England, the very 

act of safeguarding its customers deposits has the opposite effect of starting a run on the bank by those very 

customers who do not trust their bank and have lost confidence.  The Governor of the Bank of England 

complains that he could not handle the situation in a more confidential manner due to EU regulation.  

Northern Rock shares then plummet and banking shares, in general, plunge.  The mutual building societies 

are at least spared this ignominy.  With the financial sector in free-fall, in steps our Darling Chancellor to 

calm the situation and restore confidence.  For the first time we hear the call for a return to old-fashioned 
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banking and assurances are given that the State will act as surety.  Surprisingly this hollow assurance works.  

Confidence is restored and the crisis is over.  Or is it? 

 

It appears that the Chancellor did not have the authority or the resources to back-up his assurance.  The 

Government does not have any money of its own so the tax-payer would have to bear the cost.  Does the tax-

payer want to guarantee the irresponsible banking practices of a commercial institution?  In the aftermath, the 

Chancellor is proposing changes that would secure up to £100,000 of individuals deposits.  This is an entirely 

inappropriate use of tax-payers money, which one presumes would create a reserve fund for the purpose.  If a 

reserve fund is to be created then the banks should use their huge profits for that purpose.  If they believe that 

the State will bail them out in the future, there will be no incentive for them to act responsibly. 

 

The other result is that we have less credit available with credit limits being reduced and in many cases 

withdrawn.  Interest rates are rising far in excess of the official rate so that the setting of rates by the Bank of 

England becomes meaningless.  The first casualty is the business sector where it is now more difficult to 

obtain loans and credit facilities are being squeezed or withdrawn.  New mortgages will also be more difficult 

to obtain.  With less credit and a higher proportion of income going towards the servicing of debt, the 

inevitable result will be less consumer spending and the contraction of retail on the High Street.  This will be 

an international problem which will kick-in to slow down manufacturing in places like China. 

 

We are now familiar with increasing oil and gas prices and associated energy costs getting higher.  At the 

same time we have seen the start of increases in raw food costs and the impact on supply of processed foods.  

It is clear that we are heading into 2008 with the prospect of a mammoth international recession.  The 

problem is so big that the Government cannot control it and the only management will be a public relations 

exercise to exonerate them from responsibility in causing the problem in the first place.  To what extent did 

the Houses of Parliament make the Government accountable?  One has also got to question the actions of the 

financial regulators and watchdogs. 

 

A change to a Conservative government is not the answer.  To quote a sceptical elector “No matter which 

party I vote for, the Government always gets in”. 

 

This is a complicated scenario affecting the economy, taxation, public spending, housing, pensions, 

manufacturing, financial services, government accountability, the electoral system, the constitution and the 

European Union. 

 

 

Resurgence will be addressing all these issues. 

 

 

With no further need for comment, refer to the First Reading for the Twenty-fifth Sunday of the Year.  Amos 

8, 4-7; against swindlers and exploiters; (New Jerusalem): 

 

 

Listen to this, you who crush the needy 

and reduce the oppressed to nothing, 

you who say, “When will New Moon be over 

so that we can sell our corn, 

and Sabbath, so that we can market our wheat? 

Then, we can make the bushel-measure smaller 

and the shekel-weight bigger 

by fraudulently tampering with the scales. 

We can buy up the weak for silver 

and the poor for a pair of sandals, 

and even get a price for the sweepings of the wheat.” 

Yahweh has sworn by the pride of Jacob, 

“Never will I forget anything they have done”. 
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------------------------------------------------------------------------------------------------------------------------------------ 

 

40
th

 ANNIVERSARY OF THE ABORTION ACT 
 

On Saturday 27
th
 October 2007 there will be events in Birmingham to commemorate the deaths of over six 

million children killed in Great Britain during the 40 years as a consequence of the passing of the Abortion 

Act. 

 

Mass will be celebrated at the Oratory in Birmingham at 8am, to be followed by a Walk of Witness, 

concluding at 11am. 

 

There will also be a Memorial Concert at the Oratory on Thursday 8
th
 November at 7.45pm.  Anne Johnstone 

and Frances Baines (Sopranos) will be performing. 

 

For further information contact Resurgence Chairman, James Caffery. 

------------------------------------------------------------------------------------------------------------------------------------ 

We the Undersigned Petition the Prime Minister to Revoke the 1967 Abortion Act 
 

If you signed the above on-line petition on the No 10 website you will now have received an e-mail response.  

If not, the details and response are set out below for information. 

 

The details of the petition stated; The act of abortion destroys the lives of thousands of women every day, not 

to mention the innocent children, and is reprehensible in all circumstances. 

 

The Government’s response is; 

 

Abortion is a subject on which many people hold very strong and widely differing views.  It is accepted 

Parliamentary practice that proposals for changes in the law on abortion have come from backbench members 

and that decisions are made on the basis of free votes.  The Government has no plans to change the law on 

abortion. 

 

As Parliament has decided that abortions may lawfully be carried out in the circumstances specified in the 

Abortion Act 1967 (as amended by the Human Fertilisation and Embryology Act 1990), we believe that 

facilities for abortion treatment should be available.  We also have a responsibility to monitor the provisions 

of the Act as they are, unless Parliament chooses to amend the law further. 

 

Women seeking a termination for whatever reason must have grounds under the Abortion Act.  A pregnancy 

may be terminated only if two registered medical practitioners are of the opinion that an abortion is justified 

within the terms of the Act, in the light of their clinical judgement of all the particular circumstances of the 

individual case. 

------------------------------------------------------------------------------------------------------------------------------------ 

GORDON BROWN and babies 
 

I have stopped watching party political conferences on the television since they became stage-managed and a 

charade.  They have become self-congratulatory, rather like hyper-sales conferences aimed at motivating and 

boosting the morale of the sales force. 

 

I did read a report about Gordon’s speech to the Labour Party conference which seemed to dwell on strength 

and change.  Quoting from the Bible is acceptable when it is not selective and used out of context.  Using the 

verse ‘suffer little children’ to justify his policies on supporting children in non-conventional families at the 

expense of discriminating against traditional families is more than disingenuous and a dangerous game. 
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If he is committed to the Bible, then he must accept it in total including the parts that show the baby in the 

womb is recognised by God.  You may think that his initiative to pay child benefit for the child in the womb 

is a confirmation of this.  If so, why does it only start at 28 weeks gestation? 

 

When he waxes lyrical about a child being born every 50 seconds and how every child deserves the best 

possible start in life, he deliberately ignores the unborn child who is aborted every 150 seconds and never gets 

the chance to achieve their potential. 

 

Perhaps this is where he has a weak point.  Having resorted to the Bible and legally recognising the 28 week + 

unborn child, can he be pushed further to take action or risk the accusation of being a hypocrite? 

 

He knows that the safeguards contained in the Abortion Act are being abused on a daily basis.  Without the 

need for any legislation he could clamp down on these abuses and cut the number of abortions in Great 

Britain at a stroke.  Like Horatio Nelson, instead of turning a blind eye to this scandalous outrage, he needs to 

look at it from a different position, a Biblical moral position. 

 

Resurgence will be making this very point to him. 

------------------------------------------------------------------------------------------------------------------------------------ 

MAKING THE MINIMUM WAGE A LIVING WAGE 
 
The National Minimum Wage increase which takes effect in October is less than the rate of inflation.  Our 

initial consultation document on making the NMW a Living Wage has been widely circulated and asks a 

number of questions.  Responses will be considered and a final document prepared for consideration and 

adoption.  If you have not had sight of the initial document and would like a copy, please contact me. 

 

It is clear that a rise of at least £1 per hour would be needed which would put a strain on employers if brought 

in as a single increase.  A gradual approach with above inflation increases every year will take a long time to 

achieve this goal.  That is why this year’s increase is a disappointment with momentum being lost. 

 

The immediate and effective approach is to take all those workers on low pay out of the Income Tax regime.  

This would require a personal tax allowance of about £10,050 per annum. 

 

This would also benefit all income tax payers, including pensioners and students.  All workers need to have a 

stake in the Welfare system so the threshold for National Insurance payments would be set at a lower level 

and bench-marked with the minimum income guarantee, approximately £6200pa.  These changes would form 

the basis for a complete overhaul of the overall IT/NI structure. 

------------------------------------------------------------------------------------------------------------------------------------ 

EUROPEAN STANDARD CAR TAXATION SYSTEM 
 

Although it was little reported, MEPs in Strasbourg at the European Parliament voted to scrap variations in 

national car and road taxes in favour of a standard taxation system centred on carbon emissions.  This took 

place a year ago and the vote has no legal force.  It is a European Commission initiative and there does not 

appear to be a majority in support among the States at present.  The new European Reform Treaty with its 

altered voting arrangements might result in the idea being progressed even if individual countries objected. 

 

In the UK we seem to be taking this proposal up now with leaks from HM Treasury suggesting that the annual 

road tax be augmented in the first year by a car purchase tax based on the existing bands.  The idea has been 

roundly condemned.  This is a public sounding out exercise with Treasury officials saying that they do not 

comment on leaks. 

 

The idea of influencing the type of car that people purchase has merit, but in the UK it would be a tax on top 

of existing taxes. 

 

Resurgence is looking at a proposal that would abolish the Vehicle Registration Fee and the Annual Road 

Tax, to be replaced by a single Vehicle Registration Tax paid up-front at the time of purchase, as the most 
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effective way of encouraging the purchase of low-emission vehicles.  This would also save on the cost of 

administration and enforcement. 

------------------------------------------------------------------------------------------------------------------------------------ 

E-mail:   leader.resurgence@btinternet.com  Phone:   01526 348 555 

Post to:  P.K. – S.C.L.  PO BOX 1070 - LINCOLN - LN4 4WE 


