THEROAD T0 RECOVERY THEROADIO

prescriptive advice and economic theory on
avoiding the next financial crisis

The financial crisis caused widespread misery and the greatest loss of output and employment of the post-
war era. The subsequent weak and faltering recovery has prolonged the pain. In The Road to Recovery: How
and why economic policy must change, Andrew Smithers shows that both the crisis and the weakness of the
recovery are the result of poor policies based on faulty economics.

It is vital that governments and central banks can be persuaded to abandon the misconceptions on which
their current policies are based. The Road to Recovery explains, in non-technical language, the major change in
our thinking that will allow the world economy to recover and to prevent another financial crisis.

There has been a dramatic change in the way managements are paid in the UK and the US. Incentives have
changed and this has naturally led to a change in behaviour. This key problem is being ignored. The current
management incentives are not only the reason for the massive gap between high and average pay but
also for our economic stagnation. Attempts to generate growth, while ignoring the cause of this inaction,
threaten to create another financial crisis.

In his foreword Martin Wolf states that Andrew ‘has an apparently uncanny — indeed downright infuriating
- tendency to be right’ Readers need to understand the errors that are currently being made in order to
persuade policy makers to change tack and, in case that fails, to be warned and take action to reduce the
costs of the financial and economic troubles that otherwise loom ahead.
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‘Andrew Smithers’s latest book is tough, argumentative, entertaining and deep. It is all that you would expect
from someone with his long track record of incisive thought, iconoclasticism, and — as Martin Wolf's foreword
reminds us — simply being right most of the time. The core of this book is the argument that the way we pay
managers in the USA and UK is drastically distorting the economy, and that this will be a major impediment
to sustainable recovery. ‘

Andrew’s arguments are not just abstract theorising. Everything he says is backed up with data (the book
contains no less than 128 charts), many of which reveal features of the economy that most of us either never
knew, or would prefer to forget. ;

Those who take themselves too seriously, and do not like to see their own analysis drastically undermined, will
not like this book at all. But those who want to take arguments back to first principles, and are prepared to
address new ideas and new data, will find it a rich source of brain food.”

—Stephen Wright, Professor of Economics, Birkbeck College, University of London
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