1. Since the first edition of this book went to press, New Labour did indeed win power. In fact in May 1997 it won an unprecedently large parliamentary majority – 179 seats – in what was hailed then as a landslide election. A victory of that scale both transformed the social character of the parliamentary party and altered popular expectations about its performance in power. The unexpectedly scale of the Conservative defeat brought into parliament a much wider range of Labour MPs than had hitherto been achieved. The post-1997 PLP was both younger and more evenly gendered than any PLP before it. 173 of its 419 MPs were between 41 and 50 on election, 54 were still in their 30s; and 10 were actually under 30.  101 were women; and over half were white collar by occupation and middle class by background. Tony Blair’s new parliamentary majority in 1997 contained 239 university graduates, 104 formers academics/teachers and 32 former barristers or solicitors. That, against 7 former miners and 2 former dockers; in a party that had swept all Conservative MPs from both Scotland and Wales, while at the same time winning a swathe of new seats in the Tory heartlands of London and the  English south east. Though the percentage of the popular vote going to Labour in 1997 (at  44.4%) was lower than the party achieved in its previous landslide victories (48.3% in 945, 47.9% in 1966), there is no doubt that the scale of the victory – and the rhetoric of modernization and national renewal with which it was accompanied – did lead to a heightened expectation of change. The euphoric comments of certain centre-left journalists in the immediate wake of the unexpected victory did tap a more general sense of new beginnings. As Andrew Rawnsley put it on the first Sunday of the new Blair government, ‘there is still no question that on Friday morning Britain woke up a different country. It may be a trick of the light but it feels like a younger country’ (Rawnsley, 1997:2). New Labour came to power, that is, amid a general swathe of popular support and expectation, and enjoyed a remarkably long honeymoon period when in power. As late as July 2000 opinion polls in the UK were still giving New Labour a commanding lead over the Conservatives, and giving Tony Blair a majority endorsement for competence in leadership. Not until the petrol crisis of September 2000 did Labour lose its lead over the Conservatives in the UK’s regularly-taken opinion polls.

2. That early euphoria was built on the promise for change built into New’s Labour election manifesto. New Labour entered power promising significant constitutional changes, social reforms and economic renewal, built around what Tony Blair had earlier called New Labour’s ‘four building blocks of a more secure and successful Britain’. 

‘First, we want to improve the standards of living of all Britain’s families through an economic strategy based on investment in people, infrastructure and industrial research and development….Second, we want to build a new social order in Britain, a genuine modern civic society for our own time, based on merit, commitment and inclusion…Third, we seek to decentralise and make accountable the institutions of political power in Britain…Finally, the condition of Britain at home is intimately connected to our influence abroad…We should say loud and clear that Britain has a lot to offer, especially in partnership with other countries….These are the building blocks of the young country I want to lead - confident in itself, and confident in its future (Blair, 1996:xii-xiii).

     These four cornerstones constituted a coherent ‘New Labour’ policy package: the first signalling new economic policies, the second a new social agenda, the third a programme of political and constitutional reform, and the fourth a new foreign policy. Both individually and collectively they were presented to the UK electorate in 1997 as qualitatively different from the policies on offer from the then Conservative government, and from policies offered to previous UK electorates by earlier Labour Party leaderships. New Labour presented itself in 1997 as a new ‘third way’ in British politics that was neither Thatcherite nor Old Labour; promising in its ‘contract with the people’

· On the constitutional front, to ‘clean up politics, decentralise political power throughout the United Kingdom and put the funding of political parties on a proper and accountable footing’: by introducing devolved government in Scotland and Wales, mayors in English cities, and a Freedom of Information Act, and by removing hereditary peers from the House of Lords.

· On the social front, to make ‘education our number one priority…rebuild the NHS…be tough on crime and on the causes of crime…build strong families and strong communities, and lay the foundations of a modern welfare state’: by raising spending in real terms each year on education and health, getting people from welfare to work (250,000 young unemployed off benefit and into work), aiding single parents and introducing fast track punishment for persistent young offenders.

· On the economic front,  to ‘provide stable economic growth with low inflation, and promote dynamic and competitive business and industry at home and abroad’: by sticking to Tory spending limits for two years, avoiding income tax increases for five years, helping small businesses and introducing both regional development agencies and a national minimum wage.

· On the foreign policy front, to ‘give Britain the leadership in Europe which Britain and Europe need’ and ‘help in tackling global poverty’: by pushing for EU reform, offering a referendum on a single currency, strengthening NATO and reforming the UN. (Labour Party, 1997:xx)

3. Those policies were presented as new in two different senses. They were presented as new in relation to previous Labour governments, as the text has already established. They were also presented as new when measured against Thatcherite Conservatism. The break with Old Labour was heavily emphasised in the run up to the election. There was to be no return to either the governmental habits of previous Labour administrations or to the policy agenda of the Labour Party in its 1983 Bennite phase. There was to be no extension of public ownership, scrapping of Thatcherite labour law or imposition of import controls as the 1983 party had advocated. But nor was there to be any return to the ‘beer and sandwich’ corporatism characteristic of  Old Labour in power: no new planning agreements, price commissions or tripartite pay bodies of the kind common in the 1970s. The New Labour leadership insisted there was to be no return to the ‘picking of winners’, ‘no return to flying pickets, secondary action, strikes with no ballots, or the trade union laws of the 1970s’ (Labour Party, 1997:3), no return, that is, to any winters of discontent of the kind that had undermined the electoral credibility of earlier Wilson and Callaghan-led governments. New Labour entered office having reset the emphasis of its economic policy and its mode of delivery away even from that of the party under Kinnock and Smith: away from the Old Labour trinity of growth, employment and welfare towards a distinctly Blairite concern with international competitiveness in the new global oder; and way from tripartism to a new set of arrangements in which ‘one looks in vain for labour’s stake…unless it is assumed in the general reference to industry’ (Thompson, 1996:44).   New Labour, that is, even more than Old Labour in its Wilson/Callaghan phase, entered office enthusiastically pro-business and pro-market, and distinctly cool towards the party’s traditional munion base, to whom it promised only ‘fairness, not favours’.

4.  But New Labour also entered office adamant that its policy realignment did not mean it was simply offering Thatcherism Mark II, as more sceptical comentators (including Will Hutton) quickly began to argue: viz Hutton’s ‘The Tories are kind of governing through their surrogates, New Labour’ (Hutton, 1997). The New Labour government offered itself as radically different from the Conservatives on all three key domestic fronts. Constitutionally it was to be more democratic and innovative. Socially it was to be more egalitarian and inclusive. Economically it was to be more interventionist, in a market-enhancing way. Against Thatcherite neo-liberalism it presented itself as an enthusiastic advocate of the ‘new growth theory’ – the one that combined a neo-liberal enthusiasm for flexible labour markets with a belief that investment in human capital held the key to competitiveness and growth. New Labour, that is, presented itself as a vanguard party of a new ‘third way’ politics that were neither Keynesian corporatist nor pure neo-liberal in inspiration. This ‘third way’, as Blair told a Dutch audience in 1998 offered Europe the capacity to combine

‘economic dynamism with social justice in the modern world. This Third Way is more than a free market plus decent public services – laissez faire economics with a warm heart. It is about active government working with the grain of the market to ensure a highly adaptable workforce, good education, high levels of technology, decent infrastructure, and right conditions for high investment and non-inflationary growth. It is about securing the flexibility that the market offers with the “pluses” that only an active government can add’ (Blair, 1998)

5. So the claims that New Labour leaders made for themselves and their project were (and indeed remain) great; and initially at least asignificant percentage of the UK population were prepared to give them the benefit of the doubt. Perhaps New Labour was a new kind of politics: one that could transform the UK’s political class at the same time as lifting the economy onto a high growth, high investment, high productivity growth path. The length of New Labour’s honeymoon in the opinion polls was an indication of how general was the desire to see such a project succeed, and a measure of for how long on New Labour the jury remained out. But slowly this latest exercise in the politics of hope over experience in the UK has begun to unravel; and as that unravelling quickened apace in the second half of New Labour's first term in office, the honeymoon it initially enjoyed did eventually come to an abrupt and irreversible end (and in a most unexpected manner, as New Labour fell victim – with other western governments – to an unprecedented mass protest against high fuel prices and taxes).

6. In fact there were early signs that much of the euphoria was likely to be misplaced. The New Labour government quite quickly lost the moral high ground that  the scale of its victory and the nature of its message initially gave it: a incremental loss (even in 1997) triggered by the way it handled tobacco advertising and party finance (the Bernie Eccleston affair), its decision to introduce student-fees for higher education,  its release of fighter aircraft to the Indonesian military, and its cutting of welfare funds to single-parents (its first domestic internal dispute, late in 1997). New Labour’s capacity to postpone contentious and potentially unpopular issues by the setting up of working parties kept the jury out for most of that first year, however: and it was only those closely watching the detail of New Labour policy who could already see the signs of disillusionment to come. For though it went generally unnoticed, Tony Blair very quickly positioned the New Labour Government well to the right of European Social Democracy as a whole (travelling to Malmo as early as June 1997 to call for labour market de-regulation in Europe): and thereafter persisted in an enthusiastic endorsement of globalization as a process and of labor market de-regulation as a goal in European summit after European summit. Elements of the initial radical promise of New Labour’s programme remained on the policy agenda – to that we will come – but the core economic and industrial policy of New Labour in power quickly settled back into lines entirely consistent with those of the Major Government that preceded it. 

7. In fact it is already clear that the continuity of economic and industrial policy across the 1997 electoral watershed will become one of the defining motifs of New Labour in power. The New Labour Government moved quickly to confirm its acceptance of the previous government’s spending limits and levels of direct taxation; and by December had issued a competitiveness white paper that was remarkably similar in both tone and detail to those issued by the Heseltine-led DTI after 1992. Table 1 sets alongside the policy recommendations of New Labour’s 1998 DTI White Paper the policy recommendations of the preceding white paper issued by Michael Heseltine’s DTI in 1995. The parallels between the two white papers are overwhelming: both in the substance of the policies proposed and in the modesty/timidity of those policies when set against the scale of the problem identified. For just as Thatcherite monetarism was foreshadowed after 1976 by the Callaghan Labour Government, so New Labour’s ‘third way’ in industrial and economic policy was foreshadowed by the Major Government’s rediscovery after 1992 of the need to strengthen the UK’s domestic industrial base. There is less novelty here - at least for the policy pattern of the 1990s taken as a whole - than the Blairite leadership of New Labour would like us to believe. There has been a change in presentational style between the Major and the Blair governments, and a change in the balance of power between ministries. The DfEE is a far big player in the delivery of New Labour’s Third Way than it was in a Conservative Government where the DTI had Michael Heseltine at its head. But changes of style and changes of ministry are not the same as changes of policy. New Labour might like to label its industrial and employment policies as ‘third way’; but in fact they look rather Heseltinian in character and scope.

Insert Table 1

8. In fact, what New Labour  added to the Heseltine project only served to reinforce the subordination of its economic policy to local rates of private capital accumulation. Having already surrendered its freedom of action on fiscal policy by its acceptance of Tory limits on tax and spend, the New Labour Government quickly surrendered its freedom of manoeuvre on monetary policy by handing control over the setting of interest rates to the Monetary Policy Committee of the Bank of England. Declining to strengthen in any way its capacity directly to control or restructure private capital, New Labour left itself only the space to intervene and restructure labour markets: and here its initiatives (when set against those of previous Labour governments) have so far been both modest and conservative. New Labour introduced only one tranche of industrial relations reform after 1997: establishing a parsimonious national minimum wage, giving back to the trade unions some of the recognition rights removed under Thatcher, and marginally extending worker rights in relation to paternity leave and redundancy. But even as it did so, leading New Labour ministers also made clear that this was as far as they were prepared to go in departing from the Thatcherite labour codes: and that in consequence – as Tony Blair proudly asserted when introducing the white paper Fairness at Work – that under the new labour codes the UK would still possess the most lightly regulated labour market in Western Europe. In opposition, Tony Blair had been adamant that New Labour would break decisively with a Thatcherite growth strategy based on low wages and European opt-outs (Blair, XX); but in power New Labour was just as reluctant as its Tory predecessor to absorb and encourage European directives on labour rights, and just as keen as they to exempt the UK labour force from EU-based regulation.

9. Where New Labour has been more active than the Major Government has been in the field of (particularly youth) unemployment. Gordon Brown made ‘welfare to work’ the cornerstone of his first budget: offering young unemployed workers a ‘new deal’ of four different education or training options, plus job counseling, and providing a six month job subsidy to employers taking on the long term unemployed. Other government initiatives followed: including job support to single parents, money for individual training accounts, and proposals for a University for Industry; and the DfEE has accompanied these with a very regular and strident series of initiatives aimed at improving the educational standards of students prior to their entry into the labour force. Significantly however, the pattern of compulsion here has varied: heavy direct compulsion on schools via OFSTED; heavy indirect pressure on the young unemployed (and slightly less heavy pressure on single parents) to take paid work (via the threat of loss of benefit); but absolutely no compulsion at all on firms to pay directly for training, via an industrial training levy. The resource flows associated with these initiatives are equally significant of New Labour’s priorities and underlying perspectives: containing as they do a well resourced government commitment to get people back into work, but a less well resourced commitment to equipping them with the skills which ministers regularly claim workers will need for economic survival and prosperity in the DTI’s new ‘knowledge based economy’. As in other parts of its industrial and employment policy portfolio, that is, New Labour has restricted itself to the ‘exhortation and encouragement’ of employers in the pursuit of competitiveness, while signaling a greater propensity actively to ‘manage’ employees to the same end. This proclivity for managerialism is fully in line with the propensities of past Labour governments, who were equally enthusiastic to court the business sector and to subordinate trade union demands to the requirements of capital accumulation; so that here at least the continuities of basic orientation stretch back through Thatcherism to Old Labour itself, continuities on which commentators (from Coates 1996 to Rubenstein 2000) have been quick to seize.

10. New Labour’s claim to radicalism is, of course, stronger on its constitutional agenda than on its economic one; though even here the slippage between promise and performance has emerged once more to erode at least the initial enthusiasm, if not yet significantly the scale, of New Labour’s electoral support. New Labour did introduce devolved government to Scotland and to Wales. It did introduce an element of proportional representation into the electoral systems for those devolved assemblies. It did (eventually) hold elections for a London mayor. It did abolish the rights of all but temporarily 92 hereditary peers to sit in the Lords. It did incorporate the European Convention on Human Rights into UK law; and it did (after much procrastination and backsliding) produce a Freedom of Information Act. But even here, much of what the New Labour Government did was parsimonious, reluctant and inadequate. The wider issue of PR was deflected into the Jenkins Commission, and then postponed. The full reform of the House of Lords went to the Wakenham Commission, with the same effect. The detail of the Freedom of Information Act proposed by Jack Straw left vast swathes of government business immune from public scrutiny; and the powers delegated to the London mayor were more ceremonial than real. For New Labour’s capacity extensively to democratize the UK state sat fully in tension with its own antipathy to popular mobilization and democratic participation within the Party itself; and was compounded by the willingness of regional and local electorates (and local Labour Party activists) to use the elections to the devolved assemblies (and the London mayorship) to punish the Government for its increasing conservatism. As the shine came off the New Labour project, so too did the enthusiasm of the party’s leadership for any further experimentation with constitutional change; so that the radicalism of New Labour – if it is now to be reasserted – will have to lie on its social agenda.

11. On this agenda too, the record so far is mixed, but bleak.  The New Labour government has taken to the practice of issuing annual reports, recording the fidelity of its actions in office to its promises in opposition. The July 2000 report recorded 177 election promises, and reported ‘104 of them met or done, 71 on course and 2 not time-tabled’. In education: rising spending per child, falling class sizes, and tough new performance thresholds on reading and maths. In the health sector: reduced waiting lists, more doctors and nurses, rising real spending and curbs on tobacco advertising. In welfare provision: reductions in long term unemployment, and in the scale of benefit fraud, and so on. The 2000 Annual Report also made much of falling crime figures, and the more rapid processing of offenders from arrest to jail; and even claimed to have improved the way in which the UK handles asylum seekers!  By then, in any case, Gordon Brown had rediscovered the political virtue of high public spending, and had released a pre-election budget in which the health sector received an extra 13 billion (pounds sterling)  and education received an extra 12 billion. Yet somehow none of this largesse was enough to maintain the enthusiasm of the original support for New Labour; and for this reason at least. New Labour has brought to its social agenda not simply a zeal or reform but also an incipient authoritarianism. The language of ‘responsibilities’ slides easily, in the New Labour lexicon, into the politics of compulsion; and does so the quicker when other aspects of policy are slow to make their impact. As Anna Coote put it, drafting a review of New Labour social initiatives early in 2000, ‘nearly into its third year…it is still not clear whether it is predominantly a liberally-minded democratizing government or an authoritarian, centralizing, government’. The choice she laid out is a perceptive one: that time in office ‘could make New Labour more at ease with the idea of openness and power sharing, or it could make it more arrogant about its capacity to push through its policies, and to prod all of us dumb beasts into action’  (Coote, 2000:129, 130). Maybe that is still an open question: but already the signs are not good. There is compulsion in the detail of the New Deal. There is compulsion in the stridency of the school league tables; and of course there is outright coercion in New Labour’s policies on immigration, and on law and order. There is a hard edge to this New Labour project, and it is one which – as it has crystallized out into a set of policies and ministerial lectures – has left New Labour looking less the radicalizing modernizer, and more the martinet. 

12. In electoral terms at least, that might matter less had New Labour’s economic and industrial policies triggered a qualititative transformation in economic performance; but they have not. It is true, as the Government claims, that the creation of a million new jobs in the UK economy since May 997 has brought unemployment down to a pre-Thatcher level. It is also true that living standards are higher now – 10% on average, according to the Government (Annual Report, 2000;7) – than they were in 1997. But just as the Major Government failed to trigger ‘a feel good factor’ from better than average economic statistics, so too now is New Labour. For much of that reduction in unemployment is the product of movement into low paid, low skill service jobs. Manufacturing employment in the UK continues to decline, particularly in the Labour heartlands of Scotland the English north.  UK living standards, though rising, remain low by leading European standards. Income inequality remains acute – and actually grew in Labour’s first two years in office (Guardian 15.7.2000:1); and the UK capacity to attract in foreign investment (to cover its continuingly huge trade deficit) is still guaranteed only by a mixture of comparatively high interest rates and long working hours. The social fabric of the UK (its housing stock, its public transport networks, its hospitals and schools) remain under-resourced. Job insecurity and work pressure remains high. The price of manufactured goods (and of petrol, as New Labour has just discovered) remain unacceptably above the western European average; and all this is publicly known and discussed. New Labour came into office promising a young country. It still feels to be an old one; and it just is not possible to discern – in any of the conventional indicators gathered here in Figure 1 – any qualititative sea change as the figures move from the pre-1997 period to the post 1997 one.

Insert Figure 1 (to follow)

13. For all the rhetoric of ‘newness’, the reality is that New Labour’s radicalism has thus far been more evident on its political agenda than on its social or economic ones; and reshuffling the rules under which politicians are elected north and south of the border (however desirable from a long-term democratic perspective) just doesn’t touch the immediate daily lives of those outside the political class on whose votes New Labour depends for re-election. Where government does directly touch those lives (in the UK’s schools, hospitals and benefit offices) and where its indirect influence is most visible (on prices and wages, transport costs and working conditions) precious little has changed. And because it has not, the rhetoric of New Labour now – for more and more people – has a hollow and disingenuous ring. This is important because in the UK, and outside the electorate’s nationalist fringe, elections are still not won (and were not won even in 1997) by repositioning parties on constitutional questions. They are won on economic and social performance: by electorates who respond to the state of the economy and its welfare trappings by rewarding or punishing the party in power. New Labour knows that. It certainly presented itself in the 1997 election as the party  with policies sufficiently radical to lift the UK economy onto a new growth path; yet ironically it did so by establishing its radical credentials in the non-economic parts of its manifesto. But that is not a sleight of hand that it can hope to work twice: and is already visibly not working among key electoral groups – especially older voters and women. The Blairite wing of the UK’s political class may see themselves as radical because they have completed the unfinished constitutional business of Gladstonian liberalism; but that is not likely to carry much weight in the hard-pressed suburbs of middle England or in the desolate wastelands of the northern urban ghettos. And if it does not, New Labour may not so much lose votes next time by disillusioning its electorate as by boring it to death. Voter apathy has hurt Labour already (in the election to the first Welsh Assembly) as core supporters stayed home. Voter apathy by core Conservative voters gave Tony Blair his 1997 victory. Voter apathy by core Labour voters may yet take it away again. 

Table 1: White Papers Compared


Competitiveness: Forging Ahead

(1995)
Our Competitive Future: Building the Knowledge Driven Economy

(1998)

Problem
‘In a market economy, the primary responsibility for improving competitiveness must lie with firms; this is recognised by business itself…when market imperfections limit the scope for firms to improve competitiveness, the Government may need to intervene. The Government creates the climate within which business can improve its performance by:
‘Britain’s goal must be to reverse a century of relative economic decline by raising the sustainable rate of growth. To achieve this, more British businesses have to match the best in the world….Business must lead this process of modernisation by responding to the spur of competition and by exploiting market opportunities. In addition to establishing macro-economic stability and improving education standards, the Government has a key role to play as a catalyst, investor and regulator to strengthen the supply-side of the economy….To strengthen the UK’s capability to compete in the modern economy, the Government will

Policy towards capital
· providing the stable macro-economic environment based on low inflation, sound public finances and competitive tax rates, which is essential to give business confidence to invest

· maintaining and developing open and competitive world markets and fighting to bring down barriers to trade

· removing unnecessary burdens on business through deregulation, aimed particularly at SMEs

· making markets work better through liberalisation, sharpening incentives by the reform of personal and business taxation, and extending markets through privatisation

· helping business help itself through better informed decision-making and the spread of best practice

· ensuring a favourable environment for inward investment; and 

· improving value for money and standards in services, such as education, which are best provided by the public sector

· with the private finance initiative in the forefront
· invest…in partnership with the Wellcome Trust to modernise the British science and engineering base

· vigorously promote the commercialisation of university research

· help…small businesses to harness information and communication technologies to compete more effectively in the digital marketplace

· launch a new round of the Foresight programme

· create a new Enterprise Fund

· Improve the help given to start-ups

· change the insolvency laws to give businesses in difficulties a better chance of turning around

· back proposals to…drive up performance among suppliers

· back the CBI’s campaign…to encourage a massive increase in the number of companies adopting best practice

· set up a public-private action team to promote clusters in biotechnology

· provide funds for the Regional Development Agencies

· examine the planning system to ensure it encourages enterprise and promotes the needs of industrial clusters 

Problem
‘To improve the UK’s international competitiveness by raising standards and attainment levels in education and training to world class levels by ensuring that - by the year 2000
‘Successful modern economies are built on the abilities of their people. People are at the heart of the knowledge-driven economy. Their knowledge and skills are critical to the success of British business. People are the ultimate source of new ideas. In a fast moving world economy, skills must be continually upgraded or our competitiveness will decline’. So by 2002

Policy towards labour
· By age 19, 85% of young people to achieve five GCSEs at grade C or above, an intermediate GNVQ or an NVQ level 2

· 75%of young people to achieve level 2 competence in communication, numeracy and IT by age 19; and 35% to achieve level 3 competence in these core skills by age 21

· By age 21, 60% of young people to achieve 2 GCE A levels, an Advanced GNVQ or NVQ level 3

· Life-long learning: 60% of the workforce to be qualified to NVQ level 3, Advanced GNVQ or two GCE A level standard……
· 50% of 16 year olds should have five GCSEs (grades A-C)

· 60% of 21 year olds should have a level three qualification (2 A levels or equivalents)

· 50% of economically active adults should have a level 3 qualification

· 28% of economically active adults should have a level 4 qualification
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