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Preface

This book was born during the summer of 2022. That Britain was suffering acutely from the most incompetent, negligent government in modern times was obvious – but it was the mixture of arrogance, entitlement and moral vacuity with which it was all being done that completed my sense of outrage. The resignation of sixty-one members of Boris Johnson’s government in July 2022 over his noxious lie-too-far, his graceless departure, Liz Truss’s vacuous campaign to succeed him and then her resignation, induced by the collapse of market confidence in her plainly half-baked economics, forced a decision on me. British conservatism had lost its ethical and intellectual anchorage, and was now embracing the far shores of libertarianism and right-wing populism. Over thirteen years it had led the country into singular economic and social failure, profoundly degrading our public realm in the process; worse could only lie ahead. A tendency begun by Mrs Thatcher in 1979 had transmuted into the grotesque spectacle of a cartoon figure with laughable ideological views, backed by fewer than 100,000 Tory activists, becoming one of our shortest-lived prime ministers – but she was unrepentant and still had support in her party. Writing is a solitary and obsessive business – at least for me – but it was time to summon my energies, brave those challenges and write.

The book I had in mind would of course be angry about why a country with so much potential had been so misgoverned and fallen so far. It would set out proposals to turn matters around. But, reflecting my long-standing view that ideas are central in political and economic affairs, it would foreground the role of good and bad ideas in Britain’s unravelling. It would examine the roots of the bad right-wing ideas of the last forty-five years – monetarism, austerity, Brexit, ‘light-touch’ regulation, shareholder value-maximisation and vast unfunded tax cuts – that should never have been taken seriously, let alone carried out as government policy.

But the book would also have to examine why Britain’s liberal left had failed to develop better and more electorally convincing alternatives, and so partly contributed to the disaster by giving the right so much free political and economic space. Britain has a rich progressive tradition, of which a socialism with powerful ethical foundations but often weak policies is only one part. Could not a better synthesis be created out of the varying strands of progressive thought, some of it drawn from the liberal tradition of Hobson, Keynes and Beveridge, to deliver a viable, appealing liberal left philosophy and resulting policy programme for today? I might not pull it off, but a book that could combine these elements would at the very least begin a much-needed process. So here is the result. You, the reader, will judge if it makes any sense.

The State We’re In, which I wrote nearly thirty years ago, had similar roots; however, looking back on it, Britain seemed less far-gone than it is now. The country retained great assets, and it was becoming obvious to the majority that Thatcherism was obviously and transparently wrong and that if it was replaced by a better government with better ideas Britain might quickly turn a corner. That book became a bestseller, but too many of its main arguments, despite its success, were largely neglected until the financial crisis of 2008 forced a reappraisal – but by then it was too late.

Hence the title of this book. Until the better angels of the right regain control of their party, it is unfit to govern. Britain’s renaissance perforce has to be led by the Labour Party, the only realistic progressive governing party, and it behoves all those on the liberal left and in the centre who are well disposed towards it to help it succeed. It is a national imperative. A new government not only needs a feasible economic and social programme; it needs a broad, progressive intellectual and philosophic base on which such a programme can rest.

So part of this book is about mining ideas within the British progressive tradition – looking abroad where necessary – in search of an alchemy that can attract and hold the majority together and keep the sectarianism to which the left is so susceptible at bay. Writing is, as I’ve said, a lonely task, but I never felt lonely. I was keeping company with some of the great political minds of the last 250 years – the surprising progressive Adam Smith, the remarkable Robert Owen, whose New Lanark Mill I visited, the great New Liberal thinkers like Thomas Green, Leonard Hobhouse, John Hobson and of course John Maynard Keynes, Richard Tawney, Harold MacMillan (whose Middle Way uncannily prefigured some of my own thinking), the too-little-known Evan Durbin, Hannah Arendt, the passionate Nye Bevan and a few more to whom I will introduce you. And, of course, on the other political wing it was necessary to encounter Ayn Rand, Friedrich Hayek, Milton Friedman, Grover Norquist, Newt Gingrich and William Buckley, who have been so influential on the US right, and thus on our own.

I argue that a British progressive fusion is available – and that it would blend an ethic of socialism with the best of progressive liberalism. Interestingly, the Clause 4 that Tony Blair bequeathed the Labour Party goes nearest to capturing that fusion, and may be his best contribution to progressive politics. But I anticipate what lies ahead.

This is a book, then, of political economy in the tradition of writers on whose shoulders I stand. From a marriage of ethical socialism and progressive liberalism – the ‘We’ and the ‘I’ – I try to develop a progressive economic, social and political programme that has a place both for individual agency, just deserts, personal ambition and responsibility married to the demands of fellowship, solidarity, fairness and mutuality – and point to some of the policies and institutions that should result from such a combination. Fellowship and individual agency are not exclusive concepts, but interdependent. I hope I persuade you; if not something like this, then what?




1


ON THE EDGE

This is a book about a society and an economy in crisis, and how they can be changed for the better. It is also a book about capitalism and democracy, and how the degraded forms they have taken in one European country have diminished the lives of its citizens. There is a way out of this. Nothing is immutable.

The sweet spot for any prosperous, well-run economy and society is the marriage of capitalist dynamism – which can deliver jobs, innovation and prosperity – with social cohesion, freedom and tolerance. But capitalism is neither stable nor fair; it has exuberant booms and terrible busts; it has no innate propensity to moderation; it causes inequality and gross imbalances of power and wealth; it seeks profit in the soft option of monopoly. Chance and undeserved good and bad luck are everywhere in the system. Capitalism’s excuse is its vibrancy, its ability to innovate, to offer individuals agency and the chance to prosper, and in so doing to be the sponsor of growth and rising living standards. By these criteria no system has yet surpassed it. But to deliver on its promise capitalism needs constant vigilance, umpires and guiderails.

Some capitalist risk needs to be shared with public institutions. Social risk has to be underwritten by a powerful social contract to protect against individuals and their families not being able to meet basic human needs. The gains from productivity-enhancing innovation must be widely shared or else a pall of injustice will settle over society. Capitalism’s rollercoaster rhythms need to be managed and counteracted, and its tendency to monopoly and racketeering constantly challenged. Nor can capitalism be relied upon by itself to organise best how firms are governed and ownership responsibilities discharged; to organise how workers are best trained and paid; or to ensure that fair dealing is the norm between firms and their customers.

We live on a tightrope – too much surrender to capitalism and society is harmed; too much constraint on capitalism and it cannot do its work. Creative public philosophies are needed to achieve the right balance. It is the job of vibrant democratic institutions to throw up the right philosophy that can inform the right public response to economic instability. Capitalism needs democracy – and a pluralist, vibrant democracy can grow out of capitalism. How well that democracy and state function is of paramount importance.

Britain today cannot be described as hitting any of these sweet spots. The country has its back against the wall to a degree unparalleled in its peacetime history. The dank mist of failure has penetrated virtually every fibre of our national life. And there is no easy way out. Our economy is seriously underperforming, and even the mighty City of London is struggling. Our society is fractured, ill at ease with itself and disfigured by enormous gaps between rich and poor. Our public services – from the NHS to the courts – are starved of resources and impose on our people avoidable illness, needless anxiety and too often unconscionable delays. They fail to deliver.

That failure is matched in the sphere of politics. The barrel was scraped, it was possible to imagine, when Prime Minister Boris Johnson was ignominiously forced out of office with an unprecedented twenty-eight ministers and twenty-five personal private secretaries resigning over his false claim that he did not know about the errant sexual behaviour of his deputy chief whip.a This was merely the last straw after months of similar lies and evasions. A second low was reached by the forty-nine-day prime ministership of Liz Truss, who went on a libertarian, unfunded tax-cutting crusade, only to succeed in losing the confidence of both the financial markets and a majority of her MPs. She too was forced to resign in disgrace, the author of a ‘moron’ premium on British government debt. Even more dismal and shameful records were set later in 2023, when Boris Johnson was found guilty by a committee of his peers for lying to Parliament over drunken parties that had taken place under his nose at 10 Downing Street, while the rest of the population was living under strict lockdown during the Covid pandemic. He resigned as an MP rather than suffer the humiliation of being expelled for a period from the House of Commons. In the space of a few months, the British state and its Parliament were exposed not as exemplars of good government and democracy but as test cases in how institutions can be abused and captured by the populist, the hyper-ideological fanatic and the serial liar.

Britain has faced other peacetime crises – notably the currency panics of 1931, 1949, 1976 and 1992 – but what is happening today is qualitatively more threatening. In the past the country could fight its way out of its economic crises by belt-tightening and by devaluing the pound within a structure of secure trading relationships, anchored by the empire and later the European Union. Our international assets far exceeded our liabilities. Our national debt was well structured and built on long-term bonds whose servicing requirements were manageable. We retained great industrial strengths. We were fundamentally credit-worthy. Even when the financial crisis broke in 2007 the low level of national debt meant that the country could bail out its dissolute banks.

None of that is true today. The UK has been living beyond its means in every area. We are no longer a creditor nation. We depend on the kindness of strangers, in the famous words of former Bank of England Governor Mark Carney, to support our currency. Our liabilities to foreigners exceed our assets by 30 per cent of GDP and that figure is growing. Our fading industrial base produces permanent current account deficits; since 2000, they cumulatively exceed £1.5 trillion. Rather than tighten our belts, we have run up debt and sold vast quantities of our assets to foreigners in order to maintain our living standards.1 We no longer have the empire or the EU anchoring our trade. We are alone.

Our national debt has trebled in twenty years – its fastest growth since the war – to over 100 per cent of GDP. A few other countries carry even more national debt, but ours has become very vulnerable to rising interest rates and inflation because a quarter of it is held in inflation-linked bonds. Debt service now occupies nearly 10 per cent of all tax revenues, the highest in the G7. If a second financial crisis as significant as that of 2007/8 occurred, we could not put the public balance sheet behind our banking system without expecting a run on the pound.

We have in the past had major constitutional, foreign policy and industrial relations crises in peacetime. The monarch abdicated in 1936, an invasion twenty years later to seize the Suez canal ended in abject failure, there was a general strike in 1926 and what became known as the ‘Winter of Discontent’ brought chaos in 1978–9; however, all these storms were weathered and the caravan moved on. George VI succeeded Edward VIII with the constitutional monarchy intact; Suez may have marked the end of Britain’s ability to act autonomously as a great power, but we remained a Permanent Member of the UN Security Council; however excessive trade union power may have seemed at the time, both the Winter of Discontent and the earlier general strike marked fever peaks rather than revolutionary challenges to the economic and social order.

What Britain now confronts is something much more profound and deep-rooted, and its resolution demands much more extensive economic, social and political reform than the national conversation currently admits. We have dropped so far down the international league tables of productivity, real incomes and wealth that we can no longer consider ourselves a rich country. Our productivity is wretched. Our average incomes per head are lower than most other Western nations. In fact, if you strip out super-rich London, the poverty in the rest of the country is even more marked. The Financial Times’ John Burn-Murdoch has calculated that excluding the richest city in calculations of average income in a variety of rich countries has a more dramatic impact in Britain than in the Netherlands, Germany or the USA. London is so disproportionately rich that if it is not included in the figures, the average income per head in the rest of the UK falls below that of the poorest US state, Mississippi.2

For those at the bottom of our society, these low incomes translate into near destitution. Two million people report that they go without food for at least a day a month. Our five-year-olds are among the shortest in Europe.b One in three children live in poverty. The distress goes far up the income scale. The National Institute of Economic and Social Research forecasts that between 2019 and 2024, household incomes for those in the entire lower half of the population will have fallen by 17 per cent.3

It is time to stop talking and thinking of Britain as a rich and broadly fair country. We are poor, our society is deeply unfair and we are living on the edge.

The campaign to leave the EU in 2016 presented an easy solution to our problems, and those suffering economic and social distress were ready to hear that message. The austerity policies of 2010–16 had accentuated Britain’s inequalities. The status quo did not seem worth preserving. But after forty-seven years of membership, leaving the EU was never going to be easy; the economic, social, political and cultural ties ran deep. The EU had conferred strong advantages on Britain, as the country beyond those who voted Remain is now discovering. If we were to make a success of leaving, it required sensitivity, respect for those who had wanted to stay and careful preservation of what worked in the interests of both the UK and EU. That did not happen. The Brexiters gave no quarter and insisted that they and only they had the right to interpret what the vote for Brexit meant. Prime Minister Johnson, who had won the referendum promising only sunlit uplands and no sloughs of despond, negotiated the most radical severance possible in the name of British sovereignty. He made all Tory parliamentary candidates give a commitment to his form of Brexit for the 2019 election, and afterwards he and his government signalled their readiness to abrogate the treaty commitments they themselves had signed that Northern Ireland should stay in the EU customs union and single market. This was essential to preserve the Good Friday Agreement and avoid the very damaging reintroduction of a hard, controlled border between the two parts of Ireland.

Law for Johnson was always contingent on circumstances. This perfidy added to the poison in British public life, and lost the trust of our friends and allies. It fell to his successor Rishi Sunak to retreat and sign the Windsor accords that respected both Brexit and the terms of the Good Friday Agreement – but not to relinquish a euroscepticism that presumes everything ‘European’ should be opposed on principle.

The Tory Party and its army of media cheerleaders are rightly despondent about the whole baleful picture; they have been in power for fourteen years and this is the result. Part of the attraction of first Brexit and then the Liz Truss pitch for the Tory leadership was that they seemed to offer a fast route out of trouble that remained true to the Thatcherite faith. The Daily Telegraph columnist Allister Heath swooning over Truss ally Kwasi Kwarteng’s budget as ‘the best I have ever heard a Chancellor deliver’ was not only displaying epic bad judgement and a commitment to ideological economics; it reflected his and many of the other faithful’s desire to break out of what Chancellor Jeremy Hunt acknowledges is a ‘low-growth trap’.

At least Hunt genuflects towards the truth, even if he is unable to acknowledge its causes. The refusal to accept that Brexit has failed, with a plethora of damaging costs and virtually no benefits, the blame-shifting and the invective, the misdirected insistence that the solution is to double down on what we know has failed – the cocktail of tax cuts, efforts to shrink the state, deregulation – gives contemporary British discourse a particular vindictiveness. A once-tolerant and easy-going public culture is disappearing.

On the great challenges of our lifetimes – the environment, managing the rise of awesome new technologies, the need for higher taxation as our population ages, the urgent requirement to narrow inequality, recognition that some form of reassociation with the EU is a national necessity – there is merely point-scoring and a lack of honesty. Those who might frame answers are in retreat, their values mocked and under assault. It is the right-wing zealots that frame our national conversation. This clinging to myths stifles the debate we need. We have to recognise that Britain in 2024 has as much in common with a middle-income developing economy as with other developed countries.

What we need is a readiness to make common cause. This is what characterises truly successful economic development. And we need a strong social contract to support such development. The public philosophy that will help achieve these reforms will necessitate a repudiation of the faith in individualism alone that has been the hallmark of the Conservative years – that what matters is tax cuts, deregulation, a minimal social safety net and, above all, self-reliance and the pursuit of self-interest. Deifying the unfettered ‘I’, the selfish first-person singular, has been at the centre of ideas and policy, and it has had disastrous consequences. Objectives like lowering dependence on fossil fuels, reducing grievous regional inequalities or ensuring that everyone has access to the essentials of life can easily be side-lined if they threaten the primacy of individual choice.

Instead, Britain must revive the solidarities of the ‘We’, the first-person plural of fellowship, solidarity and concern for others. This not only recognises that economic strength has social foundations, but that the quality of a country’s private and public institutions are central to the creation of the different capitals – from human capital to innovative investment capital – that drive an economy and society forward. Britain needs to create a new fusion of the ‘We’ and the ‘I’. All societies should celebrate individual agency as an essential freedom, but agency is different from placing the pursuit of individual self-interest at the centre of our moral universe.

The great task is to bring Britain’s social liberal tradition together with its social democratic, reformist Labour tradition, as Attlee did so effectively in the government he led between 1945 and 1951. On this foundation, Britain could successfully relaunch itself to become Europe’s best-regarded economic and social model – and in the process take its place again in the front rank of European nations. We owe it to ourselves to bring this off, but also to Europe and the world. In the battle of economic, social and political models, Britain can be a winner and an exemplar. It is a far cry from where we are now.


A Perfect Storm of Policy Mistakes

Our economic distress is symbolised first and foremost by our negligible growth in productivity, and in the very low growth of capital per worker which in turn has meant that real wages – that is, wages adjusted for inflation – have not risen since 2008. In no fifteen-year period since the Industrial Revolution has this trio of indicators been so weak. This reality could hardly be more serious or damaging. In the 700 years until the middle of the eighteenth century most peoples’ living standards hardly rose. The life of an early-eighteenth-century rural villager was not greatly different to that of their eleventh-century counterpart – clothes, levels of nutrition, modes of transport, housing, yield from the fields were all broadly similar. Around the middle of the eighteenth century, first an agricultural and then an industrial revolution transformed society; science, cross-fertilisation and crop rotation in newly enclosed fields began to improve strains of seed and yields alike, prompting an agricultural revolution, and then science and specialisation did the same for industry. The cleverer the process and smarter the machine, the more workers could produce – slowly at first, but gradually the pace accelerated over the nineteenth century.

The process has continued. Pay and living standards have increased more than fifteen-fold since 1750 largely due to productivity growth as workers have more and smarter machines at their disposal. British labour productivity was overtaken in the twentieth century by the Americans and Europeans, but in the twelve years up to the 2007 financial crisis the UK’s productivity did grow at roughly the same 2 per cent as other advanced countries. But over the twelve years since the crisis, the UK’s has fared much worse. UK productivity grew by only 0.4 per cent per year, less than half the 0.9 per cent achieved by the rest of the pack.4

A lot of Western businesses after the 2007/8 financial crisis found they had over-borrowed in the expectation that growth would continue, holding assets that had fallen in value as the weakened financial system pulled in its horns. The financial system could no longer stimulate growth by over-plentiful credit, thus forcing over-indebted Western business to stabilise its collective balance sheet by cutting back investment and focusing on paying back its debts – ‘deleveraging’, in the jargon.

Influential Japanese economist Professor Richard Koo explained that the rest of the world was now experiencing the recession induced by overstretched balance sheets that Japan had endured during the 1990s and early 2000s.5 Western governments should have compensated for such a private-sector ‘balance sheet recession’, he has argued consistently, by expanding their public balance sheets – boosting demand by lowering taxes or increasing public spending. But they did not do this. They were wary of assuming more public debt, given the fragility of their banking systems and the extent to which they had underwritten them; better to keep their fiscal powder dry until a stronger banking system was created in case there were further financial shocks.

As an alternative that was second best, governments required their central banks to print money to flood their financial systems with cash, both to encourage them to resume lending and to stave off any further liquidity crisis. At the same time companies were reluctant to lose workers as well as capital investment in case demand returned. Workforces are an increasing source of competitive advantage in economies where knowledge, both formal and informal, is of growing importance. Too little capital plus swollen workforces produced a fall in productivity growth. The collapse in productivity growth, if you like, is a hangover from which all of us suffered after the bankers had indulged in an inebriated binge.

But if this was a trend apparent in many of the developed economies, it was most acute in the UK, made worse by a series of ideologically driven policy mistakes and a continuing failure to address fundamental structural economic weaknesses. Although productivity growth matched other Western countries in the run-up to the financial crisis, British growth and investment had been uniquely dependent on reckless credit growth, an unsustainable asset price boom and the British financial system towering over the rest of the economy like a malignant triffid. When the crisis broke in 2007, British bank assets were nearly five times British GDP, relatively higher than in any other country.6 One bank alone, Royal Bank of Scotland (RBS), had assets exceeding British GDP and only survived the combination of a run on its deposits and write-downs of its assets by being taken into public ownership. The balance sheet recession in the UK would inevitably be more acute as bank lending froze and companies paid back as much debt as possible – deleveraging. The government should have moved only slowly and carefully to lower the large budget deficit – some 11 per cent of GDP – that had emerged, given a recession deeper than that of 1930–2.

That did not happen. The financial crisis and the menace a broken banking system presented to British capitalism, and the immediate deep recession it spawned, should have provoked a fundamental rethink of the neoliberal policies of the previous thirty years. The free-market dogma of dismantling regulation and leaving the bankers to their own devices, on the grounds that private business in free markets never made mistakes, had given the financial system too much licence. The financiers abused their freedoms, inventing financial instruments that allegedly guarded against risk while lending extravagantly with too little capital to support the heightened risks.

The scale of personal reward for banking executives, with bonuses linked to profits and share prices, reached new heights of decadent opulence – unlinked to any real-world merit before the crisis and palpably undeserved after it. Yet almost no one was held to account and the bonuses continued to be paid. Rather than rethink the whole economic paradigm, the Tory leadership opted to blame extravagant Labour public spending as the main cause of the crisis, doubling down on Thatcherite deregulation and ‘sound money’ as the right way forward. New Labour had also indulged the City, continuing the ‘light-touch’ regulation it had inherited from the Conservatives up to the crisis and contemplating only minor reforms afterwards. Critique and proposals for structural change were not seriously entertained by either of the two main political parties.

There were two inter-related consequences. After narrowly winning the 2010 general election, the Tory-led coalition government launched a savage programme of austerity, with the aim of balancing the books and securing a fall in the national debt by the end of the Parliament in 2015. The threat of a recession that the state should offset was simply ignored; it did not fit Chancellor George Osborne’s ideological assumptions, nor his political agenda of shrinking the state to please the Thatcherite right, and to create a wedge issue with Labour. It is true that under pressure from the Liberal Democrats in coalition, commercial and investment banking would be required in future to operate as separate entities to insulate commercial, day-to-day banking from losses incurred in high-risk investment banking (so-called ring-fencing) – but that slow-burn reform was quickly relegated to a side show. There were to be no serious inquests into the causes and impact of the financial crisis, and no effort was made to hold bank boards and leading executives to account.

Instead, the economic focus was entirely on austerity, with swingeing cuts in public spending, halving some departmental budgets in real terms over the decade, while cutting capital investment by a third. As business deleveraged, the overall effect was to stifle what economic recovery there was, and certainly the ‘animal spirits’ that enliven a capitalist economy, already dimmed by the seizing-up of credit after the financial crisis, were further smothered. The quest for the small state and the reliance on laissez-faire to resuscitate British capitalism turned out to be the pursuit of a mirage. Growth stubbornly refused to fulfil forecasts, as did tax revenues, and by 2015 the deficit was still 4 per cent of GDP. The economic impasse had a disastrous impact on British society.

It was also a lost opportunity. What was really needed was a reassertion of the values of solidarity, fellowship and the wider public good. Financial and corporate governance reform, industrial policy and moves to lower inequality should have been put centre stage. By carrying on as if nothing had happened, with bankers’ pay hardly dented, the public discovered that not only did the elite not know what they were doing, but that they faced no consequences when it all blew up. The scene was set for the rise of populism, the distrust of experts and the rise of anti-system parties and personalities like Boris Johnson and Nigel Farage. British democracy’s weak guardrails were exposed. An unwritten constitution conferring an exceptional degree of executive power implicitly depends on a sense of fair play and the acceptance of unwritten rules of the game to work effectively. Johnson, when he came to power, showed that he possessed neither attribute. And part and parcel of this attitude has been a lack of honesty about costs and trade-offs – taking refuge in belief and faith rather than reason. The scene was set for Brexit.

The election of 2015, conferring a Commons majority on a Conservative Party in thrall to ideology and with no viable economic policy, took bad policy a decisive step further. Membership of the European Union had been an unsung source of growth since the mid-1980s, even though no front-rank politician dared risk the opprobrium of the right-wing press by saying so openly. Joining the single market in 1986 was the most important of the measures taken by Mrs Thatcher to promote increased competition and trade. Together with a surge of inward investment to take advantage of exporting from low-tax Britain, the country’s national output was lifted more than it would otherwise have grown over the two decades up to the financial crisis.7 But that cut no ice with the dominant faction in contemporary Conservatism.

Mrs Thatcher’s legend was invoked to support the wilder claims of anti-expert, anti-immigrant, take-back-control populism, succoured by the still-forceful jingoist belief that Britain was and is exceptional and should go it alone. This is nineteenth-century ‘splendid isolation’ in contemporary guise, only without an empire, a vast fleet or industrial pre-eminence. Yet the groundswell grew, skilfully captured by Nigel Farage’s anti-immigrant UKIP. Terrified of being outflanked on the right, Prime Minister David Cameron conceded the case for an EU referendum in 2016.

The Leave vote’s narrow majority in the 2016 Brexit referendum was driven by Britain’s economically, socially and culturally marginalised citizens, rejecting in their millions the prevailing status quo. Every deprived town or region, their plight made worse by austerity, voted for Brexit. But the activists and politicians behind the Leave campaign, good as they were at harnessing protest, had never decided positively what Brexit really means. The version that Boris Johnson negotiated, after three years of bitter parliamentary and intra-party wrangling, made no effort to preserve our vital trade in services and knowledge goods with the EU. An idea – a fantasy, really, of absolute national sovereignty – trumped the needs of the economy.

Northern Ireland, which remains in the EU customs union, the EU single market and the UK single market, is now the UK’s top-performing region outside London. Had the rest of the UK grown similarly, aggregate output would have been £100 billion higher – with £35 billion of much-needed tax receipts.8

Business, with such uncertain demand prospects, has gone on an investment strike, trapping the economy in a vicious circle, made even worse by Brexit. The choking-off of trade with the EU meant that exports to the EU were still 9 per cent below pre-pandemic levels in 2022, with a parallel decline in inward investment. Brexit alone has induced a fall in investment of between 9 and 11 per cent, on one estimate.

The London Stock Exchange, third in the world in 2000 based on the aggregate value of shares traded, ranked tenth in 2022. UK car production in 2016 stood at 1.75 million; by 2022, it had fallen to 775,000. The UK ranks twenty-fourth in the world in the use of robots, the only G7 economy outside the top twenty. Britain’s robot stock is 10 per cent that of Germany’s.9 And only 4 per cent of the value of the London Stock Exchange is represented by tech companies.



The Balance Sheet Today

There is no serious effort at addressing the issues, and certainly no industrial strategy. One such strategy was launched by Prime Minister Theresa May, then abandoned under Boris Johnson, and then resurrected by Chancellor Jeremy Hunt – but it is not a strategy at all. Economic policy is focused on deficit and inflation reduction, trusting in the market to deliver, aided and abetted with ad hoc subsidies for particular projects – a battery factory here, help for semi-conductors there – but with no consistency. Typical of the numerous random lurches was the lowering of corporation tax, from 28 per cent in 2010 to 19 per cent in 2017, only to discover that the reduction had no impact on investment, and then putting it back up to 25 per cent. A Green Bank was initiated, developed and sold off, and then an Infrastructure Bank was created to fill the gap. Policy is made up on the hoof, with one depressing certainty: friends of the Conservative Party will be first in line for handouts and grants.

A duty of care to the governed is entirely lacking, sometimes resulting in not just outrageous indifference and neglect, but actual loss of life. Trivial savings on cladding in the construction of London’s Grenfell Tower, exploiting weak building regulations, led to Britain’s biggest residential fire since the Second World War and killed seventy-two people. On current estimates, remedial spending on one tower block alone has already exceeded £1.2 billion – enough to build 10,000 social houses.10 A parallel abdication of duty of care, albeit with origins preceding 2010 but intensifying over the period of Conservative government, was evident in the false prosecution of some 900 sub-postmasters for theft and then foot-dragging over compensation – an injustice that scandalised the nation in the first weeks of 2024. Meanwhile, one in ten workers are in insecure employment, and enforcement of even the UK’s lax employment laws is feeble.

Yet the lens through which all these issues have been framed is heavily skewed to the right. Our print media on the political right – the Murdoch press from The Sun to The Times, the Harmsworth empire of the Daily Mail and The Mail on Sunday, The Telegraph – decided decades ago that its mission was to be an unrelenting propagandist rather than a source of unslanted reporting and fair argument. Take, for example, the 2023 Immigration Act which, limiting asylum seekers to those arriving by a government-approved channel, effectively killed off asylum-seeking, however legitimate or humane. The House of Commons Library finds that the UK is ranked sixteenth among European countries for asylum seekers per head of population, and that asylum seekers eke out miserable lives pending a ruling on their application.11 Britain, in other words, takes very few asylum applicants compared to Germany, France or other countries. Yet the right-wing media ecosystem portrays Britain as being swamped by illicit immigration. Similarly, a proposal to abolish inheritance tax is billed as promoting aspiration – despite the overwhelming body of evidence that
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