Chickens coming home to roost? New Labour at the Eleventh Hour

David Coates

Harold Wilson once famously told the members of a skeptical UK press corps that a week was a long time in politics. If so, how long is a decade and more? Visibly far too long for at least one member of a later generation of the same corps. When New Labour first arrived in power, Andrew Rawnsley wrote eloquently of the UK facing a bright new dawn. “It may be a trick of the light,” he wrote in May 1997, but with the Conservatives gone and New Labour in power, “it feels like a younger country”.(Rawnsley 1997) Twelve years later, the eloquence remained but the thesis was entirely different: no bright new dawn now. On the contrary, “it looks likely”, he told his Observer readers this July, “that Tony Blair’s three victories merely put a temporary mask on a deeper, longer trend….It is not impossible to imagine – in fact, it becomes increasingly easy to envisage – that Labour will lose power at the next election and be very lucky if it ever holds office on its own again”. (Rawnsley 2009)
Unfortunately for those of us who find no comfort in the prospect of a revitalized Conservatism in power, that pessimism is well grounded. A Labour Government which presided over a decade of economic growth and rising living standards – and which enjoyed the electoral popularity which invariably accompanies successful economic management – now finds itself significantly short on both economic success and electoral popularity. The polling data is clear: the Conservatives currently lead Labour in every electoral poll that is take.
 They even lead Labour on the core question of economic competence
, and they do so in part because Gordon Brown as prime minister no longer holds the level of public respect and support which earlier he did as New Labour’s iron Chancellor.
 The economic data is equally clear. A decade of economic growth is over, drowned in the financial tsunami that swept the global economy so unexpectedly in the autumn of 2008. 
 Unemployment in the UK is back to 1997 levels.
 Job insecurity once more stalks the land.
 Consumer confidence is low.
 The housing market is stagnant. Social inequality remains unbroken.
 Levels of personal debt are excessive.
 The UK economy survives only on borrowed money
 and borrowed time, and time is running out.
 Tax revenues are down, public sector borrowing is up,
 and the forecasts are in: record public sector deficits to come, public sector spending curbs and tax hikes likely to follow, a public sector pay freeze already in place. Only New Labour’s prolonged weakening of the unions (Daniels and McIlroy 2009) would appear to be robbing this Labour Government of the winter of discontent that would align its fate with those of its illustrious predecessors.
For of course we have been here before: in broad position if not in exact detail. A once much-loved Labour Government lost power in 1951, and was out of office for 13 years. A later less endearing Labour Government lost office in 1979, and was out of power for 18 years. Will this Labour Government lose in 2010, and Labour be gone for a generation? Andrew Rawnsley clearly thinks that it might. To see if he could be right, we need to understand why the wheels seem to have come so suddenly and so completely off the New Labour project, and what needs to be done to stop the accompanying car wreck. The analysis to be developed here will not be a pretty one, nor of course will it be a new one. For the warning signs have long been evident to those who cared to look, often commented on but rarely heeded (Hayes, 2009; Milne, 2009; Cruddas and Nahles (2009); Toynbee 2008; Shaw 2007; Coates 2005). There can be no personal pleasure for any of us in being able to say to the current set of Labour ministers that we told you so, though we and many others did. But the fact that the warning signs have been around for such a length of time, and have been so visible to so  many sympathetic commentators for so long, does suggest that – to avoid any repetition of the disaster currently looming before us – we do need to distinguish those things currently eroding support for the Brown Government from those eroding support for the entire New Labour project over a far longer period. Limited visions, lost opportunities and debilitating consequences are features of both New Labour’s immediate and its long term condition, which is why each needs to be fully understood if a better Labour Party is ever to come to political dominance again.
I

One temptation must be to treat the Labour Government’s current woes as primarily the product of inadequacies of leadership, because there is no doubt that Gordon Brown has brought to the premiership he so long sought personal characteristics that weaken his hold on office. After the honeymoon leadership election and the on-off prospect of a snap general election in the autumn of 2007, it has been downhill all the way for Brown the party leader. He inherited a divided parliamentary party, of whose divisions his ambition had been a key source. Elements in that divided party quickly turned against him. He narrowly avoided a leadership challenge in the summer of 2008 as the financial crisis silently unfolded. He faced a major party rebellion less than a year later, surviving only with the help of previous arch rivals, Mandelson particularly, and only at the cost of defections from his government by leading Blairites, major women in the party and the occasional external expert brought in to give an image of impartiality. Between and beyond the two leadership crises, and helping to fuel the second, the party in the country went down to unprecedented levels of rejection by the UK electorate in local
 and European elections
 and in bye-elections in hitherto impregnable Labour seats.
 
UK electorates do not like divided parties, and they invariably eventually become bored with political faces too long in office. New Labour came to power in 1997 – and entered office with the size of majority that they did – largely because those electoral truths worked under John Major’s Government against Thatcherite conservatism and in New Labour’s favour. In 2009 and 2010 those same truths must now work against a Labour Party long in office and high on division.
 A party whose popularity was slipping during Tony Blair’s long farewell is now discovering the hard way that the dominant thesis then prevalent – that a leadership change from Blair to Brown would significantly improve matters – deluded itself. New Labour’s problems lie deeper than issues of personality, relevant though those are (Coates 2007b). Changing the captain on the Titanic has done nothing to address the reality of the iceberg. The ice-cold water of electoral defeat looms before New Labour, no matter who now strides its bridge.
In any event, the problem has to lie deeper in this case for a reason quite specific to the personalities currently caught up in the drama – namely that New Labour’s main domestic policies during the ten years of Blair’s premiership were in large measure policies designed or agreed to by Gordon Brown himself. That, after all, was the essence of the deal between Blair and Brown; so when the latter eventually became premier, the project itself could not fundamentally change. And in all essentials it did not. New Labour’s third way was simultaneously an electoral project, a governmental project and a reforming project. Brown lacks some of the personal charisma that Tony Blair brought to the presentation of New Labour’s policies. To that degree, New Labour’s current electoral condition can be laid at Brown’s door. It is a responsibility, indeed, that he has conceded to be true: witness his repeated promises to renew himself and his programmes, and to be clearer on vision (Wintour, Watt and Stratton, 2008). But even under Blair, the government’s repeated electoral success – not losing a single by-election, for example, through the entirety of its first term, and winning a second term with its majority hardly reduced at all – turned less on presentation than on substance. For New Labour did deliver, for a period, a governmental strategy that brought both economic improvement and the promise of social reform. It is in crisis now because – as was obvious to its critics at the time – the economic success was based on extraordinarily precarious foundations, and those foundations were precarious precisely because its social reform program was so unnecessarily muted.
This is clear when the three legs of New Labour’s economic project are set down together.

· At the core of New Labour’s economic strategy was a faith in the new growth theory (Coates 2005:34-5). That theory restricted the role of government to factor development – investment in human capital and in research and development – while encouraging parties of the center-left to leave the bulk of economic activity to the market. Blair was clear on this even before entering office (Coates 2005:27). Brown made his commitment clear by immediately empowering the Bank of England to set interest rates. Widely hailed at the time as a stroke of political genius, it sealed New Labour’s Faustian contract with London’s financial institutions – making banking deregulation a Labour policy commitment, the attraction of foreign direct investment a major government priority, the toleration of income inequality all but unavoidable,
 and an inert manufacturing strategy an inevitable consequence. Brown the Chancellor remained wedded to full employment, but his chosen route to it was welfare to work. He called it the ‘New Deal’ but he was no Keynesian.
· Add to that a New Labour determination not to return to corporatism, and hence not to strengthen more than at the margin the collectives rights of workers as trade unionists (Smith 2009). That left the balance of power between capital and labour within the UK’s increasingly service-base economy heavily stacked in favor of assertive management, softened only at the edge by a limited set of policy changes designed to ease the conditions of women workers and workers on the very lowest of wages. New Labour entered office asserting its commitment to the European social chapter, but in office ministers remained entirely wedded to the subsidiarity principle that left UK workers the least protected in the European Union. Free floating between the European Union and George Bush’s United States, New Labour lost its opportunity to embed the European social model into the UK economic fabric, preferring instead to play second fiddle to a neo-conservative imperial strategy in Iraq and Afghanistan.
· New Labour was resolutely not a “tax and spend” government. On the contrary, Gordon Brown designed and articulated “golden rules” of public expenditure that tied current spending to current tax revenues and set ceilings on public debt as a percentage of GDP. Public services were more fully financed under New Labour than under the Conservatives – or at least were in New Labour’s second term, when growing tax revenues made that possible – but until Alistair Darling discretely abandoned Brown’s rules in his 2009 budget, the volume and quality of provision of schooling, health care, prison facilities and social services was increasingly guaranteed only by the extensive use of PFI, the setting of ever tighter performance targets, and the wider use of internal market mechanisms. The Blairites and the Brownites fought fierce internal party battles about the degree of internal marketization, but they did so only within a wider consensus on the need to bring private funds into the public welfare system and to tighten labor practices there to ensure growing labour productivity across the entire public sector.

The result was an economy in which the balance between manufacturing and financial industries shifted in favor of the latter, and where in consequence sustained economic growth co-existed with increasing deficits on the overseas balance of trade (Coates, 2005: 178-84; 2008: 10-15). The result was an economy in which wages grew less rapidly than did personal levels of debt, to leave the UK labour force consistently obliged to work longer hours than was normal elsewhere in northern Europe, and particularly vulnerable to credit crunches when they came.
 The result was an economy in which the public provision of key social infrastructure – houses and roads in particular – failed to keep pace with the rising demand for greater quantities of both, to leave the former vulnerable to excessive price inflation and the latter to excessive overuse (Coates 2005:177-8). The bankruptcy of this strategy is now everywhere around us, but is no where clearer than in the recent clash between the Governor of the Bank of England and Brown’s successor as Chancellor of the Exchequer, Alistair Darling. Time was when Bank Governors saw their role as slowing Labour Government radicalism. That was certainly Harold Wilson’s experience as prime minister, and Wilson was no radical (Coates, 1975: 172-6). But now, when across the industrialized world the call is on for tighter regulation of the banking industry, in the UK it is the Governor of the Bank of England who is making that call, and the Chancellor of the Exchequer who is resisting it.
 Being outflanked on your left by Mervyn King must surely tell even this set of Labour Ministers that there is something seriously wrong in their way of doing business!
II


The thing that is seriously wrong in their way of doing business is something called progressive competitiveness – the economic strategy that Gordon Brown has regularly told us is uniquely capable of combining economic strength and social fairness. On this he is simply wrong. Progressive competitiveness is a bankrupt strategy for parties of the center-left, and it needs to be abandoned. It particularly needs to be abandoned by parties of the center-left located in economies whose competitiveness – progressive or otherwise – is seriously in question. Progressive competitiveness appeals to politicians of a certain political hue because it appears to offer them easy solutions to the electoral and governmental dilemmas they face. But the offer is a false one. The strategy needs to be abandoned both because it does not work and because it pulls serious attention away from the design of alternatives that might.
Progressive competitiveness is the strategy through which progressive goals – things like full employment, adequate social services, rising living standards and poverty reduction – are realized by the strengthening of the competitive position of the national economy for which centre-left politicians have political responsibility. Old Labour pursued it by attempting to create a strong national manufacturing base – by picking and developing industrial winners. In the New Labour case, the pursuit of national economic competitiveness meant something else: the enthusiastic endorsement of globalization and the insistence that this new age of increased trade and capital flows be met, not by management of those flows (dismissed as “protectionism”) but by “policies that promote openness and opportunity for all.” According to Gordon Brown “this calls for greater flexibility in product markets, labour markets and capital markets to ensure that…businesses and individuals are equipped to take advantage of new opportunities; and ensuring fairness through policies that expand opportunity and choice, providing security for the vulnerable, and help people adapt to change.” (Brown 2005:11)   The promise is of enhanced prosperity, the end of boom and bust cycles, and semi-permanent centre-left political dominance. The reality however, in the UK case at least, has been something entirely different and altogether less appealing.

Even if progressive competitiveness ever “works” – and it can work at least temporarily for center left parties and their electorates in already competitively-strong economies – it acts merely to move unemployment and poverty around the global monopoly board: off your square on to others. They suffer. You do not.  But for economies already competitively stressed, like the one inherited by New Labour in 1997, the logic works otherwise: no landing on valuable squares here. Instead every hard-pressed centre-left government seeks its own temporary advantage by out-competing the others in its pursuit of “labour flexibility”: effectively obliging its electorate to run ever harder as workers merely to stand still as consumers. The promise may be of collective economic growth – a general race to the top – but the reality is a steady race to the bottom, as government after government out-competes the others: reducing capital controls and labour rights, intensifying work processes, and containing the growth rate of social expenditure. Even before the unemployment consequences of the current credit crisis gave UK managers license to intensify work processes and cut wages, under center-left governments of a third way hue the owners and senior managers of capital got the flexibility and the profits, workers and voters got the intensification and the grief. Even in economic conditions less traumatic than those surrounding us now, progressive competitiveness has proved to be less a recipe for long-term economic success than a trigger to the perpetual intensification of the work process and the steady erosion of the work-life balance. (Coates 2000: 254)
That has certainly been the New Labour experience of its implementation. After 12 years of progressive competitiveness, the UK economy is still one which – in comparative terms – is scarred by low productivity, long hours of work, low wages and skill levels, and high levels of income inequality. It is also scarred by international indebtedness. “You get a lot of hair dressers the  progressive competitiveness way, and a lot of shops; but the goods you buy and the money you buy them with are increasingly foreign and borrowed.” (Coates 2007a:112) And of course they are, because New Labour’s understanding of how to respond to what it terms “globalization”, and what is better understood as a neo-liberal reconfiguration of global trade rules and class compacts, contains at least these three structurally damaging elements, each of which has culminated in economic and electoral woe.

· The first is the complete failure to develop an adequate manufacturing strategy, in spite of regular attempts to do that very thing. Consciously eschewing the policy instruments of “Old” Labour’s industrial strategy – public ownership, planning agreements, tri-partism – New Labour bought entirely into the thesis that the job of government was merely to “lubricate” economic development by the development of competition policy alone. New Labour had a powerful Treasury but never a powerful Department of Trade and Industry, because (except briefly under Peter Mandelson) it had literally no idea what to do with the DTI except have it exhort business development and competitive markets while the Treasury gave away tax breaks. Well might the resurrected Lord Mandelson now admit on returning to the DTI that New Labour has given excessive priority to the financial sector for far too long.
 An industrial strategy based on tax breaks must eventually run out of taxes to give away, and New Labour’s certainly has.
· What went with that was the entire marginalization of programmes of social reform. In opposition, New Labour had talked of repositioning the UK economy on a high wage-high skill trajectory more akin to the European model than the American. But in power it did not. It did not reset the class bargain between capital and labour in favor of the latter. No floor of strong collective rights was constructed under UK industry and finance of the kind that would have obliged companies based here to compete on the basis of quality and productivity rather than on low wages and price. Instead New Labour under Tony Blair encouraged entrepreneurial activity primarily by lauding the explosion of top salaries in Cool Britannia, by refusing until the eleventh hour to impose higher taxation on the already rich, and by pursuing poverty reduction only by stealth: initiating a myriad of tiny tax changes for low earners that left income and wealth inequality in the UK by 2009 still at Thatcherite levels. The promise was of ending child poverty. The reality was the resetting of education policy as industrial policy, and the subordination of the design of even elementary education to the holy grail of skill-based economic growth.
· That would have mattered less had New Labour not also set its face against the management of capital flows. If states do not manage capital, banks will; and in the UK case under New Labour they did so to excess. Far too regularly for our and their own good, New Labour economic ministers measured their success by the amount of foreign direct investment flowing into the UK. Flows of speculative capital are never a good barometer of centre-left success. They smack more of “the politics of the bordello than the politics of the Left – whole labour movements standing around, displaying their wares, trying to attract passing business – credentializing and prostituting themselves before transient foreign investors whose appetite for ever more concessions is only inflamed by concessions already consumed.” (Coates 2007a:112) Yet the very failure of New Labour’s manufacturing strategy left the government’s ability to bridge the trade deficit ever more reliant on the ability of financial institutions in the City to attract short-term speculative capital into London and to draw overseas banks after it. Measured that way, New Labour’s “Faustian pact” (Elliott 2009b) with banking interests was indeed a huge success, but it came at a price. By the time the financial tsunami broke in September 2008, London-based financial institutions held nearly 25 percent of all the toxic assets then floating around Europe (Sakoui 2009); and it was a lightly regulated UK financial institution – Northern Rock – which had been the first domino to fall as the credit crisis began. 

Houses built on sand invariably fall. Tsunamis always hit coastal regions first. The impact of the credit crisis has been greatest in the UK because both its banks and its people have been disproportionately locked into inadequately regulated credit cycles for a decade and more. What does it tell us about the adequacy of the third way project when – twelve years into it and trailing in the polls – the UK government can issue a document called Building Britain’s Future that begins with the recognition that “a sense of unfairness pervades contemporary Britain…. Key national institutions on which they thought they could depend have acted in a way that is directly at odds with the fundamental values and expectations of the British people.”? (HM Government 2009:10) What does it tell us when, 12 years previously, New Labour had entered office convinced that its programme stood “in the radical centre of politics: modern, forward looking, utterly in tune with the times and instincts of today’s Britain.”
 What it tells us is that a decade and more that could have been used to build a stronger and a fairer future more in tune with core British values was not so used.
III


The thing about being hung in the morning is that it does concentrate the mind; and certainly the Brown Government is showing belated signs of renewed radicalism. A new generation of promoted ministers seems to be getting at least the basic message that the route to electoral salvation lies through the management of capital rather than through its deregulation. The most visible sign of that is the new energy policy emerging under Ed Miliband’s leadership (Macalister 2009); and there is more – new training initiatives for 16-19 year olds, generous new funds to help longer-term unemployed workers back into paid work, a renewed interest in industrial policy, even a renewed enthusiasm for a fully developed rail network!
All this is likely however to be too little and too late. Too little certainly – a moment is being lost in which the financial sector could be brought more firmly to heel. Public outrage about bank practices and bank bonuses is general on both sides of the Atlantic.
 What better time to nationalize the banks, turn senior bank officials into civil servants on civil service pay, even to tax heavily the airfares of those who chose to flee. Too late probably – because the years of New Labour in power have discredited its claim to be a radical force, establishing instead (particularly in the wake of the expenses scandal) a general alienation from politicians and politics that must serve the Left ill. Conservatives do not require a popular culture that looks to governments for reform. In fact, as the US visibly demonstrates, the Right flourishes best within a popular culture that distrusts politicians and privileges private market forces. In this sense at least, New Labour has done more than let its supporters down. It has also poisoned the well for the rest of us, and for any of its junior lieutenants dreaming of a re-radicalized labor movement.(Toynbee 2009)
But that is definitely what we need: a re-radicalized labour movement that has learned the lessons of New Labour’s failure, and is willing both to develop and to fight for a fourth way alternative (Coates 2005: 208-13; 2007a:113-16; 2009: 150-51). That alternative will require at its core the re-management of capital: internationally, through new trade rules and exchange controls, internally through new policies of public ownership, progressive taxation and industrial democracy. It will also require the reconstitution of the UK’s manufacturing base, most likely as an integrated part of a balanced European economy in which high wages and high productivity are mutually sustained by a strong supporting set of worker and social rights from which the UK no longer seeks an opt-out. It will also have to refocus social policy on social ills: education for knowledge, welfare for the needy, work-life balance for heavily-pressed families, inclusion for the socially marginalized.  And it will have explicitly to state its core value positions in the continuing tension between capital and labour in even a managed capitalism: against unregulated markets and the CEO privileges they protect, for the rights of working families, the unpaid givers of care, the poor and the vulnerable.
The embryo of such an alternative is now in formation, primarily in the current Compass proposals on “The Good Society” (Rutherford and Shah, 2006) and “A New Political Economy” (Shah and McIvor, 2006; also Hassan, 2007). It is striking, however, just how under-developed and embryonic that fourth way still remains;
 and because it is still so under-developed, culpability for the looming electoral crisis of New Labour has ultimately to be a shared one. The third way remained hegemonic in party and governing circles for more than a decade not just because of Blair’s presentational skills and Brown’s economic prudence. It remained hegemonic because none of its more radical critics managed to develop and articulate a fully persuasive alternative. Far more ink flowed from so many of us on criticism rather than on construction. Well, that is a luxury we can no longer afford. The need and the opportunity for a new beginning are both with us now – pressing and immediate – made so by New Labour’s visible loss of dominance and potency. Tony Blair and Gordon Brown have shown us the way – sadly, the way not to go. One experiment is coming to an end. It is time to create another. In that creation, so desperately needed, all of us who care deeply about fairness and justice have a huge obligation to participate to the fullness of our capacities.
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� The Times/ICM poll taken in June 2009 showed Labour with only 22 percent support, against 25 percent for the Liberal Democrats and 40percent for the Conservatives 





� Only 23 percent of those polled in June 2009 thought Labour would control public debt, as against 51 percent who thought the Tories would. (Julian Glover, “Divided, out of touch, heading for defeat: how voters see Labour in ICM poll”, The Guardian, 16 June 2009)





� Two-thirds of voters polled in February 2009 thought Labour would do better with a new leader (Julian Glover, “Anyone but Brown – poll blow for PM”, The Guardian, 24 February 2009)





� UK GDP fell 2.4 percent in the first quarter of 2009, its greatest quarterly fall since 1958. See The Financial Times, 12 July 2009





� The headline unemployment figure crossed 2 million in March 2009, with the biggest monthly rise in claimants since records began in 1971 (See Ashley Seager, Patrick Wintour, and Larry Elliott “Record jobless jump wipes out all gains made since 1997”, The Guardian, 19 March 2009). By mid-summer unemployment was approaching 2.5 million, an unemployment  rate of 7.8%.





� A July 2009 BBC survey found two-thirds of people across the UK knowing someone who had already lost their job in the recession (BBC News, 17 July 2009)





� 19,000 retail outlets closed down between January and August 2009 (BBC News, I August 2009)





� In May 2009 “the UK’s Gini Co-efficient, measuring inequality between rich and poor, reached its highest level of record – after the longest period of Labour Government ever.” (Matthew Taylor, “A Faustian pact that backfired spectacularly”, The Financial Times, 26 May 2009)





� Currently at 160 percent of total household income (The Financial Times, 21 April 2009)





� The November 2008 trade gap was £8.3 billion, the largest deficit since records began in 1697! (The Guardian, 14 January 2009)





� The credit rating agency Standard and Poors has put the UK Treasury on notice that if government borrowing does not begin to fall, UK sovereign debt may lose its AAA status” (Larry Elliott, “Britain’s credit rating is on the danger list, and so is Gordon Brown’s credibility”, The Guardian 22 June 2009)





� Likely to run at 12 percent of GDP in 2009, a peacetime record!





� The Labour vote in the May local elections fell to 24 percent, its lowest since 1968, “and that wipeout was followed two years later by defeat in a general election”. (Jonathan Freedland, “Eleven years after it promised a new dawn, Labour’s dusk has arrived”, The Guardian, 3 May 2008)





� The Labour share of the European Election vote in June 2009 was just 15.3 percent, the party’s worse result in any election since 1918





� The  Norwich North bye election in July 2009 saw a 16.5 percent swing from Labour to the Conservatives





� For a discussion of New Labour as “poisoned by the curious synthesis of hubris and exhaustion that often describes political parties too long in power”, see Philip Stephens, “A directionless government heads towards the cliff edge”, The Financial Times, 5 June 2009





� As Peter Mandelson once famously put it, “we are intensely relaxed about people getting filthy rich” (recalled in The Financial Times 17 September 2008)





� It was a striking feature of Brown the prime minister that his enthusiasm for core Blairite programs visibly grew: city academies, private sector participation in the running of welfare-to-work, personalized health care. (On the conversion, see Taylor 2008, Rawnsley 2008)





� The consequences of the financial meltdown for the balance of power between mangers and managed in sectors far removed from banking has been everywhere adverse for labour. Bank bonuses are back with us again for the fortunate few, but the rest it has been a matter of wage freezes and furloughs, reductions in hours and the growth of involuntary part time employment, and a generalized intensification of the work process. (Milne, Groom and Birchall, 2009). Unemployment among young workers has been particularly heavy. The number of 18-24 year olds not in education, employment or training – the so-called ‘Neets’ – rose by 100,000 between mid 2008 and mid 2009 (BBC News, August 18 2009)





� It is bizarre to see a Labour Chancellor disagreeing with the Governor of the Bank of England when the latter proposes the separation of commercial and investment banking. It is equally bizarre to find a Labour Government in the forefront of the resistance to broader EU calls for greater financial regulation. Protecting the City’s interests used to be the Bank of England’s job: curtailing those interests used to be high on the Labour Party agenda. How times change! (Elliott and Treanor, 2009; Inman 2009)





� He was reported in The Guardian (1 August 2009) as saying a healthy industrial sector was crucial to building a successful British economy, and that” we, like other governments, have taken for granted that our wealth would continue to be generated from the size of the financial sector, and that this would be replicated in the coming decade – but it won’t.” He is in good company – Martin Wolf’s, no less. This is the widely-respected Financial Times journalist writing in the paper on 22 May 2009, under the banner headline, ‘Why Britain has to curb finance”: “The UK has a strategic nightmare: it has a strong comparative advantage in the world’s most irresponsible industry. So now, in the wake of the biggest financial crisis since the 1930s, the UK must ask itself a painful question: how should the country manage the cuckoo sitting in its nest?” Among his answers were UK policies to make global regulation work, to make financial institutions internalize their costs, and “to diversify the economy away from finance, not reinforce its overly strong comparative advantage within it”.





� Tony Blair’s remarks at the launch of the party’s manifesto, as captured in the BBC/OU programme, The 1997 Election: Traditions, Failures and Futures, 20 October 1997





� That anger even stretches to Anthony Giddens, long the guru of third way politics. “We are into new territory,” he tells us. “Greater regulation of financial markets is necessary – more or less everyone agrees on that. Industrial policy, so long in the shadow, has to be reinvented. I’m strongly in favor of coupling recovery from recession to large-scale investment in low-carbon technologies…” (The Guardian, 1 December 2008). Will Hutton too: “we need the state to build a banking system that supports enterprise and innovation, rather than making fortunes for its personnel from gigantic Ponzi schemes”. (The Observer, 19 April 2009)





� The IPPR case for a more strident third way politics is in Pearce and Margo, 2007
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