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FOREWORD





This book targets the market fundamentalism which has done so much to undermine social solidarity, cohesion and equity wherever it has held sway.


While the authors’ focus is on the United Kingdom, 12,000 miles away in New Zealand similar forces were at work for a number of years and led to similar results.


Both our societies have seen rising inequality, and for many a loss of hope that they could have decent work, a place they could call home, safety in their community, and access to the services they need for themselves and their children.


There has to be a better way – and there is. This book explores what that might be. A return to the core values on which democratic socialist parties were founded and finding a better balance between market and society are central to that. We have much to learn from those societies of northern Europe which found and kept that balance, and thereby maintained their economic dynamism and social solidarity.


Now, the new global sustainable development agenda, Agenda 2030, urges all countries to leave no one behind in development. It specifically urges sustained income growth for the bottom 40 per cent of the population at a rate higher than the national average, and the adoption of fiscal, wage and social protection policies which progressively achieve greater equality.


Reaching those targets requires building higher-value economies which generate decent work for all, and which can fund the levels of social protection that ensure that no one is left behind because of age, illness, disability, size of family or any other factor. Comprehensive social security which encompasses cash transfers, public pensions and affordable housing is required.


In these times of growing inequality which cry out for transformational change, democratic socialist parties must be seen as the standard bearers of inclusive societies which recognise the human dignity of all. Populists of the political right have often proved adept at appealing to those who have every right to be aggrieved about their circumstances. Yet they don’t offer solutions which would change individual or national circumstances for the better – indeed, they generally make them worse.


The biblical phrase ‘to every thing there is a season’ may be relevant here. As market fundamentalism and years of austerity transparently fail to deliver a better life to most, and as populist solutions are exposed as charades, their time of influence will end. Progressive parties of the centre-left must work for that to materialise, and, when it does, be ready to launch and implement policies which will rebuild social cohesion and economic strength. A sense of urgency and national purpose around that needs to be communicated.


In New Zealand, the political wheel has already turned. Now, a broadly based coalition government led by Labour is in power, and is determined to fight poverty, inequality and homelessness. Nine years of underinvestment on all fronts and laissez-faire policy settings across sectors have created huge challenges for the new government. But there are solutions.


This book is an appeal to reason – a call for ethical and proactive governance which can facilitate both economic and social revival. All societies which have been traumatised by market fundamentalism can benefit from applying its insights into how to build the more equitable and inclusive communities which enable individuals, families and nations to thrive.
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INTRODUCTION





People are angry. Britain is divided and resentful. As our society has become more unequal and insecure, our politics has polarised between intractable and potentially irreconcilable world views. Understanding and empathy between people is losing ground to blame and resentment, especially against ‘outsiders’. Fear and insecurity have replaced solidarity and sympathy. And, feeding off this insecurity, the extreme right is on the march once more. Trump, Brexit and the growing success of populist parties across Europe are alarming symptoms of a far greater malaise that must not be ignored. The warning lights are flashing red.


The truth is, people are right to be angry. Over decades, our society has been slowly and inexorably changed by a set of forces that have acted unseen against the public interest. Selfish values have been prioritised over the desire for mutualism and equality, and the greed and self-interest of the few have been prioritised above the prosperity and welfare of the many. The promise that the further enrichment of the already-wealthy represented an advancement of the interests of all, that wealth and prosperity would ‘trickle down’, was an empty one. But now many of the victims of this con are awake to it. If you think our societies and economies aren’t working the way they are meant to, you’re right. We must act. Cherished values of democracy and liberty are at stake if we do not change the way our country works.


Ideas affect politics. Ideologies attract followers and get translated into reality, but not always in plain sight. In this book we consider the effect of two such ideologies. The first is called market fundamentalism, and it has been dominant for the past forty years. It is the belief that all value can be expressed by a price, and market mechanisms are the best way to distribute everything; that human agency outside of market choice is inferior to the price signals that make markets work. And so only by making markets ‘free’ can we prosper. In contrast, democratic socialism – which outside of that brief window between 1997 and 2010 has been on the back foot in the past four decades – is the belief that we human beings are motivated by collective as well as individual values, and that we prosper most by living in a fairer and more equal society that incorporates human needs not expressed by a price mechanism. This protects our true liberty and creates opportunities for all to thrive through compassion, care and co-operation.


So how did market fundamentalism become the dominant idea in the political arena? It all started with a man named Friedrich Hayek, a prophet extolling the divine properties of free markets. Hayek was an Austrian economist and political theorist who, amidst the smoke and chaos of the Second World War, wrote a book that provocatively sought to discredit socialism as akin to Nazism. He ludicrously claimed that any collective instinct, however small, would extinguish his very narrow definition of ‘freedom’ and therefore constituted the ‘road to serfdom’. Hayek was ridiculed for these extreme views, especially by the then Labour leader, Clement Attlee. In Britain, during the Second World War, the benefits of democracy, state planning, national solidarity and international co-operation were there for all to see. It is ironic that amidst one of the greatest triumphs of central planning, the seeds of its subsequent destruction had been planted by Friedrich Hayek.


Forty years ago, Margaret Thatcher came to power in Great Britain and set about ripping up the economic and political consensus that had prevailed since the Second World War. That post-war consensus was a mixed economy, combining a vibrant, regulated and managed private sector and a large and redistributionist public sector that sought to ensure people had a set of protections if they experienced tough times in their lives – for their health, housing and social security. Mrs Thatcher looked at the world through Hayek-tinted spectacles. She expected people to look after themselves and she wanted the government out of the market. The Conservative government she ushered in ruled Britain from 1979 until the Labour Party, led by Tony Blair, decisively defeated it eighteen long years later in 1997. Mrs Thatcher was a devoted disciple of Hayek, like her close friend, American President Ronald Reagan. Mrs Thatcher and President Reagan relentlessly promoted Hayek’s ideas and legislated to change our societies to work in accordance with his reactionary and extreme beliefs – that people should look after themselves and the government should not interfere with ‘free’ markets. Their successors – people like Donald Trump and David Cameron – have gone further still.


At the heart of Hayek’s philosophy were three big lies: that the free market is the only way to make any decision while preserving freedom; that only when human beings act out of selfishness and greed will the best solution be found; and that inequality drives personal achievement and is therefore a good thing. Despite their dubious morality and their downright untruthfulness, belief in these three falsehoods still forms the background to much decision-making today.


The first lie is that the ‘free market’ is the best proxy for all decisions and so human agency is not valid outside of the price signal and the market mechanisms which price animates. In short, the belief is that the market is correct, infallible and superior to any other choice mechanism.


This forty-year-long uncritical veneration of markets, of the private enterprise that competes via markets, and the actors within those markets, has led to the infiltration of marketisation into all sorts of spheres of public life and even into our language. Universities ‘produce’ graduates rather than educate and enrich the intellectual and emotional capacities of their students. Civil servants, working in government departments re-defined as ‘service providers’, are urged to focus on efficiency, rather than other desirable social outcomes such as improving equity or empowering citizens. As individuals, we are encouraged to package ourselves as products – our CVs become part of our personal brand; our relationships with other people recast as strategic means of self-progression. We are in a ‘global race’ with other countries, as George Osborne put it, in which each person is forever locked in competition with their neighbour. We are meant to celebrate the ‘self-made’ person; forgetting that there are myriad individuals and institutions that, without exception, have contributed to that ‘individual’ success. Are we meant to ignore the innumerable people that contribute to each of our lives? It is a depressingly narrow and desiccated view of humanity and one that has contributed to the steady erosion of social solidarity. It has obliterated our community life and left many alone and friendless. Which was, of course, the point. Because without solidarity and the democratic socialism that springs from it, the strongest take the most and the weakest are left behind, blaming themselves for their inadequacies as social mobility stalls. How very convenient for those who are already privileged. The failure of the system is cruelly recast as an individual’s own personal failing. The victims are blamed for their plight while the system itself goes unscrutinised. This also leads to the erosion of trust in institutions and expertise because they cease to deliver for the majority.


Even a moment’s deliberation proves that the price mechanism should not be regarded as sacrosanct. It gives a person without the means to ‘buy’ no say or influence on the outcome. Thus, it disenfranchises the already vulnerable and supports the already privileged. It denies the possibility of any other valid decision-making mechanism, such as voting, having an influence greater than that delivered by the ‘free market’, rendering democracy a sideshow. It begins with an astonishing but convenient presumption that the market is always, and everywhere, ‘perfect’. The thing is, markets aren’t perfect. Just look at the evidence. From the Dutch tulip mania in the seventeenth century, to the madness of the dot-com boom at the turn of the twenty-first, to the most recent enormous global failure with sub-prime loans in the unregulated American housing market and the collateralised debt obligations sold worldwide, it is not possible to argue that markets are even rational. Markets are amoral, often illogical, prone to herd behaviour and, as we can now see, left free and unsupervised, have driven rapaciousness and inequality in the industrialised world to extreme levels.


The second lie is that markets perform best when those who operate within them display ‘self-regarding materialism’, which is a posh way of saying ‘greed’. Turning conventional ethics on its head, what was once a deadly sin has been transformed into a virtue – one that will not only be rewarded, but is conveniently proclaimed to be essential to the proper functioning of the free-market system.


In the past forty years, a toxic culture of venerating those who have succeeded in becoming fabulously wealthy has emerged in our societies. The notion that CEOs are uniquely responsible for the success of their companies and therefore need to be obscenely compensated has led to huge and growing inequalities of income and wealth between the top 1 per cent and the rest. According to research by the Chartered Institute of Personnel and Development, the CEOs of the biggest companies in our economy – the FTSE 100 – now take home in one year what an average UK full-time worker would take 160 years to earn. We know, however, that the success of any company depends on every part of the organisation, not just those at the very top. Like a Swiss watch, a company comprises myriad components that all need to work well and in sync for it to succeed. Comprehensive surveys show time and again that performance-related pay is a flawed concept, because pay is not a motivator. Research shows that we do better when we co-operate and are unified around shared goals rather than motivated by self-interest, as the manager of any sporting team would tell you. None of us could possibly get by on our own; we are better when we are together. Pay and reward should reflect that basic human truth much more than it now does.


The third big lie is that inequality incentivises those with less to work harder, and is therefore a good thing. It follows from this that ‘progressive’ taxation and redistribution – taking from those who have more and redistributing to those who have less – reduces incentives for the less well-off to work harder, leading to economically suboptimal outcomes.


Taken together, these three lies have seen the wealth and opportunity afforded to the 1 per cent race ahead of the 99 per cent. With the slowing of social mobility in Britain, how much we have at the start of our lives, not how hard we work or how well we lead our lives, is today the best predictor of what we end our lives with. This is a substantial part of the reason for the emergence of nihilistic, ‘tear-down-the-system’ populisms, from Trump to the animating forces behind Brexit.


As democratic socialists, we are not arguing that everyone should receive exactly the same outputs for their work. Most British people believe some range of unequal income is acceptable, but it is clear that the range between the top 1 per cent and the rest is currently far too wide – and it is getting worse. The majority accept that doctors should earn a good wage, for example. But the majority are also likely to be angered at the stupendous rewards given to investment bankers responsible for tanking our economy or the CEOs of companies that aggressively avoid tax and under-pay their workers. According to study after study, it is the unfairness of our system that rankles most with people. It damages social solidarity and our mental health and actually holds our economy back.


It’s time for us to ditch these three big lies and the market fundamentalist philosophy that goes with them.


In the first part of this book, we will begin by looking more closely at democratic socialism and market fundamentalism, the two most influential political philosophies to have shaped our country in the past seventy years.


In the second part of the book, we will assess where we are now. Before Clement Attlee’s transformative post-war Labour government and before the 1997 New Labour government, two reports assessed the state of our nation and laid the foundation for major reform. The first, published at the height of the war in 1942, was the Beveridge Report, which proposed major changes to the system of social insurance in Britain. The second, published in 1994, the Report of the Commission on Social Justice, formed the basis of much of the social policy pursued by Tony Blair’s New Labour government.


The Beveridge Report aimed to tackle five ‘Giant Evils’ of society: want; idleness; ignorance; squalor and disease. The Commission on Social Justice added racial discrimination as a sixth. Twenty-four years later, we have extended that sixth ‘Evil’ to all forms of bigotry and intolerance. We have also added two new ‘Evils’, which have grown in seriousness in our era of Hayek-induced hyper-individualism: loneliness and mental illness.


After assessing the current state of our nation, the third part of this book looks at what a Labour government, pursuing a reinvigorated democratic socialism, might do to remake our economy and our society in a complex and rapidly changing world. This begins with examining how a new ethical approach to our economy and our society would improve outcomes. It considers the case for creating an empowering state which actively intervenes to improve on market-based outcomes and ensure greater opportunities for all. We observe that the most pressing concerns facing us today, from the threat of global climate change to trading in a post-Brexit future, require not isolationism and selfishness, but engagement and co-operation with the wider world. We believe that we will do better if we create a fairer and more equal society where we maximise the chances for all to be included and play their part. And we observe that these values are central to the beliefs of democratic socialists the world over.


Before we begin, it’s perhaps worth explaining why we felt we should write this book together. Like so many Labour friendships, ours started as two colleagues spending time together and discovering their similarities. We accept this may sound quite odd, because on the face of it we may not seem to have that much in common. Imran is six foot tall, Lancashire-born and of Muslim Pashtun origin; Angela is five foot three, a Yorkshire-woman and adopted Merseysider who made history as the first out lesbian government minister. But in spite of this, we soon discovered incredible similarities in the roots of our political convictions. One morning we were talking and discovered that when we were kids, both of us would regularly be woken in the middle of the night by the sound of our seamstress mums working on their sewing machines to keep the food on the table. Our common northern working-class roots and sensibilities made this book remarkably smooth to write. We agree on the analysis of what is going wrong in Britain, in particular the loss of social mobility and the terrible impact that has had on working-class people. We were both aspiring working-class kids given great opportunities to fulfil our potential and we fiercely believe everyone should get the same. Angela’s experience over twenty-six years representing her constituency of Wallasey, on the Wirral, and dealing with thousands of people’s problems during that time in her MP’s surgery, has given her countless real-life cases to draw upon in forming that analysis. We have no compunction in recommending a fundamental shake-up of our economy; one that will finally rebalance it after four decades of a politics that has been toxic to working people, who are expected to work harder for less and are more stressed, atomised and lonely than ever before. We believe there is another way and we both feel that it is the Labour Party, the greatest, most important force for liberation and social progress in British history, which is best placed to accomplish this historic shift. This book, we hope, will be part of our ongoing service to that great endeavour. We hope that you will agree with us and join the fight to create a better society. 

















PART 1




TWO IDEAS




















CHAPTER ONE


MARKET FUNDAMENTALISM





Vienna in the early years of the twentieth century was a seething ferment of art, science, modernism, political thought and debate. The perfect milieu in which to foment radical political thought, a number of people who would go on to shape the politics of the twentieth century resided there around this time, including the Communists Joseph Stalin and Leon Trotsky; a young painter named Adolf Hitler, who was inspired by the populist, anti-Semitic politics of the city’s mayor, Karl Lueger; and the father of political Zionism, Theodor Herzl. Living in Vienna too was another, perhaps less-known figure: Friedrich August von Hayek. Born in Vienna, the capital of the mighty Austro-Hungarian Empire, in 1899, Hayek’s father, August, was a medical doctor and lecturer, while his mother, Felicitas, was an aristocrat and heiress, related to the philosopher Ludwig Wittgenstein. There could have been no better place than Vienna for young Friedrich to hone his analytical, economic and philosophical skills. Hayek was bright and took full advantage of opportunities to gain knowledge and develop his opinions. However, the First World War interrupted his studies, and he served in an artillery regiment in the Austro-Hungarian Army. That brutal, murderous war left an indelible mark on him. What on earth could have caused such madness, he asked himself, and how could we stop it from happening again?


Although Hayek had initially flirted with democratic socialism, he eventually settled on economic liberalism as the answer to his ‘burning question’ of how to build a more just society. Individual liberty, he believed, was key to peace. Hayek’s career as an economist was glittering. He joined the London School of Economics in 1931, where he developed important and influential economic theories, and some decades later he would win a Nobel Prize for Economics.


In 1939, however, war broke out once again in Europe, this time a result of the totalitarian fascism and expansionism of Adolf Hitler. Between 1940 and 1943, Hayek wrote The Road to Serfdom, his most politically influential work and the purest statement of his political and economic philosophy. It was a deeply personal work – indeed, it was one of his least technical and most polemical texts – written in defence of capitalism at a time when many believed that fascism was in fact a capitalist reaction to socialism.


In the book, Hayek provocatively argued that socialism was the root cause of national socialism. He warned that a centralising state which sought the exclusive right to plan economic and social activity would require ever more intrusion and power. He warned that such a state would need to centrally aggregate a lot of information that is dispersed among the populace and private enterprise. In its zeal to make better-informed decisions, that information would be interpreted by an ever more powerful cadre of civil servants. And then, if the state had the courage of its convictions, he argued, it would demand the right to decide on how individuals conduct their lives to such an extent that it would squash their right to make decisions for themselves. In so doing, it would restrict their individual freedom, eventually making the citizen a mere serf: a cog in a vast machine that would continue to demand more control and greater servility and punish deviation from what has been planned from the centre. He claimed that the Nazis had succeeded in suborning the German people to their tyrannical programme because socialism had already done so much of the work in deindividualising citizens and persuading them to submit to state direction and authority in the name of their own security and welfare. Similar dubious arguments can still be heard today on the Conservative back benches.


The Road to Serfdom was released to considerable controversy. George Orwell, a great opponent of tyranny, wrote in one of the more balanced reviews of Hayek’s book:




In the negative part of Professor Hayek’s thesis there is a great deal of truth. It cannot be said too often – at any rate, it is not being said nearly often enough – that collectivism is not inherently democratic, but, on the contrary, gives to a tyrannical minority such powers as the Spanish Inquisitors never dreamed of.





He also stated, however, that




[Hayek] does not see, or will not admit, that a return to ‘free’ competition means for the great mass of people a tyranny probably worse, because more irresponsible, than that of the State. The trouble with competitions is that somebody wins them. Professor Hayek denies that free capitalism necessarily leads to monopoly, but in practice that is where it has led, and since the vast majority of people would far rather have State regimentation than slumps and unemployment, the drift towards collectivism is bound to continue if popular opinion has any say in the matter.





Other economists and philosophers were much less balanced in their criticism. This should have come as no surprise. Hayek’s thesis was deliberately provocative at a time when millions had met their deaths in a war against a fascist regime that represented the ultimate evil. Ascribing this evil’s success to the desire by socialists to make their societies fairer, more equal and more efficient was – in modern parlance – an epic troll.


The Road to Serfdom received an approving reception from many Conservative and Liberal politicians to an extent that is forgotten now. In particular, it had both an immediate and enduring impact in the United Kingdom on the Conservative Party. Shortly after the book’s publication, then Tory Party Chairman Ralph Assheton was delighted to discover Hayek’s arguments. In 1942, Assheton had chaired the Conservative Party policy committee dealing with the Beveridge Report. Formed in response to Conservative concern at the widespread popular enthusiasm for the report, the committee concluded that universal state entitlements funded by increases in taxes would discourage hard work and act as a ‘sofa rather than a springboard’. His argument is still familiar to us today as one used by Conservative politicians and pundits when talking about social security – that the poor will only be incentivised to work if they experience hardship rather than kindness. They argue that if worklessness is rewarded by ‘handouts’, that punishes the economically successful and undermines the forces that drive growth, productivity and economic success.


In Hayek, Assheton found a corpus of useful intellectual arguments, framed against the resonant and contemporary backdrop of the war, to justify the Conservatives’ instinctive, class-driven rejection of tax-funded state intervention and redistribution. He relayed its central arguments to the Prime Minister, Winston Churchill, and advised election agents and candidates to read the book. Assheton was so taken with it that he wanted an abridged version to be used as campaign literature. He went on to use some of Hayek’s core arguments in writing the initial outline for Churchill’s infamous 1945 ‘Gestapo’ speech, in which Churchill argued that a ‘socialist government’ run by Labour would need ‘some form of Gestapo’ to empower the ‘supreme party’ and its ‘vast bureaucracies’. The conflation of a larger state with a more dangerous and brutal one was a typically Hayekian flourish.


Clement Attlee, then Labour Party leader, ruthlessly mocked Churchill’s speech for its hyperbole. Identifying Hayek as the source of Churchill’s arguments, he noted that the freedoms Churchill wanted to protect included employers’ rights to work children for sixteen hours a day, underpay women and neglect health and safety. It was in fact ‘freedom for the rich and slavery for the poor’, Attlee said, going on to argue:




Make no mistake, it has only been through the power of the state, given to it by Parliament, that the general public has been protected against the greed of ruthless profit-makers and property-owners … [The Conservative Party] represents today, as in the past, the forces of property and privilege. The Labour Party is, in fact, the one party which most nearly reflects in its representation and composition all the main streams which flow into the great river of our national life.





These arguments sound very familiar to us today. They represent the two most compelling ideological arguments of the twentieth century and, indeed, this century too. On one side, the desire of capital – to free itself to profit and keep those profits. On the other, the desire of the majority of workers – to enjoy lives that allow them their rightful share of health, opportunity and prosperity. This war between labour and capital continues to rage today, even if it is not played out in the more overt, class-based language that was once used.


In 1945, millions of returning soldiers demanded better lives after having successfully defended their homeland and the world itself from fascism. The working classes, the middle classes and the Labour Party were united in their desire for change. They were determined to avoid the mistakes made after the end of the First World War, when Lloyd George’s ‘land fit for heroes’ turned into poverty, mass hardship and slump in the iron grip of the prevailing laissez-faire, pre-Keynesian economic orthodoxy.


The Conservatives made a terrible mistake in likening Labour’s plans for a National Health Service and for social security based on national insurance for those returning war heroes to the need for a British Gestapo. It is a classic example of how engaging in hyperbole can overwhelm the point you’re trying to make. The Conservatives would go on to more successfully and more subtly use these Hayekian themes in the 1950 and 1951 general elections, which they ran under the slogan ‘Set the People Free’. Accepting that the NHS and welfare state were extremely popular and would be difficult to reverse, Churchill argued in 1948 in a well-received speech that ‘the socialist planners have miscalculated and mismanaged everything they have touched. They have tried to substitute government control and direction for individual enterprise and skill. By their restrictions they make scarcity; and when scarcity comes they call for more restrictions to cure it.’


In the 1950 election, Labour managed to hold on to a slim majority. By this time, most of Labour’s towering figures had been in government throughout the war years and were increasingly ill and exhausted from the effort of winning the war and building the peace. In 1951, just six years after winning their first election and bringing about the NHS and welfare state, the Labour Party would cede the next thirteen years to Conservative rule.


Over the following decades, the battle continued to rage but it was not until thirty years later that Hayek’s and capital’s most ideologically convinced proponent appeared, in the form of Margaret Thatcher. She had read Hayek at Oxford University, aged eighteen. It would have a profound effect on her beliefs – although, she claimed, not immediately. She was not particularly political at Oxford, despite being a member of the University’s Conservative Association. In fact, at university, Mrs Thatcher, an occasional Methodist lay preacher, was more religious than political. By the time Margaret Hilda Roberts had met and married her husband, Denis Thatcher, however, going on to become the MP for Finchley, and then – in February 1975 – Conservative Party leader, no one would doubt the importance of Hayek and his brand of anti-socialism to her politics. Thatcher was much taken by Hayek’s arguments that conservatives cannot compromise with any brand or variant of socialism because the core logic of all socialisms inexorably lead to totalitarian outcomes. She scorned her colleagues who had some sympathy with social democratic politics or outcomes, labelling such compromisers ‘wets’ who needed to be belittled and defeated.


A moment that perhaps sums up Thatcher’s relationship to Hayek’s philosophies came on a visit to the Conservative Research Department in the summer of 1975. Listening to an official explain why the Tories should take the ‘middle path’ in their policy platform, so as to avoid the extremes of left and right, Thatcher snapped and thwacked one of Hayek’s books onto the table. ‘This is what we believe,’ she imperiously announced. She would go on to repeatedly reference Hayek in public, and even corresponded with him while in government. One of her most important economic advisers, Keith Joseph, was as taken by Hayek as was Mrs Thatcher, and corresponded with him frequently. Joseph may well have been preferred to Mrs Thatcher as the right-wing standard-bearer in the Conservative leadership contest had he not been forced to resign in disgrace a few months earlier after suggesting poor people should stop having children, to keep their DNA out of the British gene pool and thus restore ‘the balance of the human stock’. Thus was Mrs Thatcher catapulted into pole position as the next best leadership choice for the right-wing of the Conservative Party.


Mrs Thatcher’s own contribution to making real Hayek’s philosophy came when she reframed the argument against paying for better services through higher taxes by making it all about balancing the budget, using the idiom of household budgets.


In 1976, three years before she became Prime Minister, she argued:




I think you’re tackling public expenditure from the wrong end, if I might say so. Why don’t you look at it as any housewife has to look at it? She has to look at her expenditure every week or every month, according to what she can afford to spend, and if she overspends one week or month, she’s got to economise the next.


Now governments really ought to look at it from the viewpoint of ‘What can we afford to spend?’ They’ve already put up taxes, and yet the taxes they collect are not enough for the tremendous amount they’re spending. They’re having to borrow to a greater extent than ever before, and future generations will have to repay.





Now, this was, objectively speaking, ingenious political rhetoric, and it worked.


Misleading? Absolutely. It is preposterous to compare household finances to a country’s economy. Not least because by borrowing money to invest wisely in skills and capacity in the economy the state can put rocket-boosters on growth, covering the cost of borrowing and then some.


Cynical? Again, absolutely. Mrs Thatcher knew that her words were misleading. She understood the above argument. But she also understood how well the false analogy to balancing a household budget communicated an idea to voters.


Effective? Unfortunately, for the great mass of citizens who suffered under Thatcher’s rule, absolutely. So effective, indeed, that a reinterpreted version was used to great effect by David Cameron and George Osborne in 2010. Cameron and Osborne knew they couldn’t use her precise example because neither of them were housewives and because no one believed that either of them had to worry too much about balancing their own household budgets. Instead, they repeatedly told Britain that we couldn’t keep spending on public services on the nation’s credit card, an argument that had painful emotional resonance for those who recognised the pleasure of splurging on something expensive, and the corollary pain of having to tighten one’s belt over following months.


Hayek was still an active participant in academia and politics as Thatcher came to power, and he did not refrain from excitedly writing to her key advisers and sending letters to newspapers, urging her to bring his ideas to fruition. Every philosopher needs political advocates to turn their ideas into policy and statute. And when Mrs Thatcher faced opposition to her philosophy, to her uncompromising opposition to socialism and in particular to the trade unions movement within her own party, Hayek supported her enthusiastically. In 1978, Hayek wrote in a letter to The Times: 




The majority of the prospective Tory candidates are naturally and understandably primarily concerned about winning a seat in the coming election and feel that their chances may be reduced by what I have seen described as Mrs. Thatcher’s ‘extremism’ … A statesman and patriot should prefer being defeated in the election to being charged with a task in which he has not the support of the public … I still hope that the British people will honour Mrs. Thatcher for putting the long run interests of the nation above the short run prospects of her party.


The country will not be saved by the Tories being elected, but it may be saved by what they can do, but not a party dependent on the trade union leaders who owe their power to the very privileges which the law has granted them but which must be revoked.





Mrs Thatcher’s all-out war on the trade union movement and workers would delight Hayek, and over the years of her premiership the closeness and intensity of their relationship and their mutual admiration and affection deepened. In 1984, he sent her a gift of a leather-bound edition of The Road to Serfdom. She wrote back, in a personal note in her own handwriting: ‘It means so much to me. I remember well the days when I first read it.’


By the time she left Downing Street in tears, felled by a revolt in her own party, she had fundamentally recast the relationship between capital and labour, giving the whip hand to capital. So, Hayek’s legacy was confirmed. The philosopher had found the politician that could translate his beliefs into economic and social reality. It is not unfair or hyperbolic to identify Hayek as the intellectual father of much of the suffering that the poor and working people have endured since under successive Conservative administrations.


We have tried to present Hayek’s ideas fairly but we do not agree with them. We believe Hayekian conservatism is short-sighted, selfish and just plain wrong. The Road to Serfdom was a classic straw man argument, in which Hayek built up and then smashed down a caricature of socialism. He then claimed democratic socialism – a different type of political philosophy to revolutionary socialism or communism – was identical for the purposes of his argument. In pursuit of an extreme and distorted version of ‘freedom’ Hayek sacrifices any form of co-operation or collectivism. The effect of his philosophy on our politics and on our society has been devastating. His ideas have led Britain into a cul-de-sac of inequality, poverty and a lack of opportunity that resemble the very serfdom that Hayek claimed socialism would bring about. Indeed, the weakening of the bargaining power of trade unions and the ‘freedoms’ granted to capitalists to take advantage of workers were given dubious moral force by Hayek’s notion that socialism was not just wrong but evil. This corrosive idea has led directly to the low-paid exploitive segments of the labour market we examine below.


We hold these opinions so forcefully because we are politicians, not philosophers. Politics is the realm of praxis – that is, practical action. Our first instinct is to look not at ideology but at material reality; the sphere in which we seek to exert influence. That is why we state with confidence that the practical effects of Hayekism have been a disaster for many. Indeed, we are not the only ones to say so. In recent months, even Conservatives, from Theresa May’s first speech as Prime Minister opining about the ‘just about managing’, to Ruth Davidson in the wake of the disastrous 2017 general election, to journalists such as Matthew D’Ancona and Matthew Parris, have criticised how opportunity and outcomes have been devastated by decades of unbridled market fundamentalism. The plain truth of this is obvious to those who look.


Hayek was not just an economist but sought political ends. He delighted in being the philosopher king behind Mrs Thatcher’s throne. He and his great opponent, Marx, are examples of philosophers whose aims and legacies involved huge political change. Ideas always affect politics, since they can fundamentally change how we perceive and interpret reality. For example, if we believed regulation was stifling economic productivity, we would seek to avoid it. Conversely, if we see regulation as an economic good because it ensures workers remain healthy, happy, effective and productive, and that products have minimum standards of safety so that consumers can have confidence when purchasing, we would welcome it. Ideas become the lens through which we interpret the world around us and seek to act. Hayek’s philosophies, advocated by the Conservatives over decades, helped to shape Britain’s understanding of socialism, of trade unions, of taxation and of freedom. This contributed fundamentally to Margaret Thatcher’s ability to win, for the first time in over a century and a half, three consecutive Conservative terms in office. Her brand of conservatism wasn’t somehow innately popular to British citizens; it required decades of ideological argument and conditioning for her policies to be interpreted as a good thing by people for whom, quite often, they would be highly detrimental.


Fundamentally, Hayekian conservatism is populist at its heart. Its most compelling promise is that anyone can become very rich and then retain that wealth without state interference or the obligation to support others. Wealth is deeply attractive. The wealthy can clad themselves in fine clothes, live in luxurious surroundings, spend more leisure time and own goods that others envy. Today, gossip magazines, Instagram and the right-hand bar on the Daily Mail’s website feature photographs of an endless array of ingénues wearing designer clothing, driving in sports cars from enormous gilt-clad mansions to private clubs populated solely by other expensively dressed people. The message is simple: all you have to do to have the same things is to win the lottery of life and join the wealthy elite. Through a multiplicity of deceits, such propaganda tells people that all it takes is hard work and playing by the rules. This, we know, is profoundly untrue. The rules were always there to protect capital, not to grant the dispossessed access to its privileged environs. But this shimmering dream is even more untrue now in the Britain shaped by Hayek’s market fundamentalism and delivered by Mrs Thatcher’s ideological devotion. The possibilities of becoming rich have narrowed, not widened.


In Part 2, as we look at the state of our nation, we will identify the changes Hayek’s ideas have wrought upon Britain. We will identify the victims of Hayekian/Thatcherite politics – the socially isolated and marginalised, those starved of opportunities, that feel ‘left behind’ by the other Britain that is wealthier, healthier and more secure. We will argue that it is this philosophy that has caused the growing inequality and insecurity of so many. And we will show that only an empowering state implementing democratic socialist policies can rebalance the woefully lopsided relations between labour and capital and restore a healthier and happier society.


It is social democracy that created the sustainable, effective, civilised British institutions of the NHS and welfare state which have saved and enhanced millions of British lives. It is social democratic policies on education – from free pre-infant intellectual enrichment classes like SureStart, to the comprehensive education system, to the expansion of university education – that have in the past empowered so many.


We recognise that democratic socialism, too, is in crisis and has been since the fall of the Berlin Wall. In Europe, it is losing ground to populist parties of the right and left. The extent to which the Hayekian/Thatcherite programme of anti-socialism has permeated our laws, our policies and our political discourse means that a party that sought to right this balance would need to have the same confidence in re-writing the fundamental rules governing the relationship between labour and capital as Mrs Thatcher had when she followed Hayek’s blueprint.


Our goal is to reinterpret social democratic values for the twenty-first century because we believe our values are crucial to re-establishing a healthy and sustainable society. The world is changing and this change brings dangers as well as opportunities. Digitisation, automation and our growing understanding of the building blocks of life and the universe mean that the world of tomorrow will be quite different to that of today. We still, profoundly, believe that it is only through a combination of democracy and democratic socialism – the rational, intelligently combined efforts of all people – that we can deal with the challenges of tomorrow to create a stable, prosperous and happy society.

















CHAPTER TWO


DEMOCRATIC SOCIALISM





Labour is a democratic socialist party. Labour’s core values are an enduring signpost to the better society we strive to create together. While the methods by which we achieve this must evolve as the context we find ourselves in continues to transform, the values we seek to live by never change. Here, we set them out.


EQUALITY


We believe that everyone is created equal in dignity and worth, regardless of talent and ability.


As democratic socialists, we wish to see social chances and economic opportunities more fairly distributed. Our aim is to organise our society so that crucial needs are met and individuals have fair access to resources to help them reach their potential and live happy and fulfilling lives in dignity and respect.


In doing so, we should seek to end the dominance in our society of inherited privilege, income and wealth. And we should strive to end all forms of discrimination and bigotry, because it stunts individual human potential and unfairly narrows opportunity.


While individual progress is important, we recognise that we are social beings that exist and prosper best in a nurturing and respectful society. There is a collective as well as an individual wellbeing.


As democratic socialists, we have a vision of how a society could be more equal and liberated through collective action. Thus, we have collective duties to each other and our communities as well as the capacity to express ourselves as individuals and pursue our own individual goals. This balance between the individual and the collective is crucial to our understanding of the world. Our communities are important building blocks in a fairer society. Human flourishing requires us to be aware of our social bonds and the duties of empathy, social solidarity and selflessness. We have responsibilities and duties to others as well as enjoying for ourselves the human rights our democracy confers on us. Therefore success is by definition not based solely on the acquisition of individual income and wealth.


LIBERTY


We believe in a positive vision of a pluralistic, diverse society, where universal rights are upheld and respect for others is paramount.


To flourish, liberty demands respect for the truth and for facts. The Labour Party has always been about providing freedom from insecurity and fear, liberating working people and their communities from servitude, exploitation and poverty.


To emphasise this point, the original Labour Party badge displayed the symbol of liberty, the flaming torch of knowledge, alongside a crossed quill pen and a shovel, representing the workers by hand and by brain. Labour always regarded liberty as an essential precondition to social and economic progress. It is what our pioneers dreamed about: freedom from the arbitrary control of exploitation at work; freedom to make your own choices, both social and economic; freedom from as well as freedom to.


Liberty and equality are not at odds. The defence of individual human rights and the recognition of universal human values go hand in hand with campaigning for greater social and economic equality in a society which is fairer for all.


DEMOCRACY


We believe in government by the people, for the people. The UK Labour Party has always been committed to making progress by democratic means. Democracy is key to the spirit of social equality, which is central to the creation of a fairer society and what it is to be a citizen. It is also what confers legitimacy upon collective decision-making about the direction we wish to see our society as a whole take.


Labour developed out of a desire for the majority of working people to control their own destiny through direct parliamentary representation, rather than indirect lobbying of other political parties. The battle to win the modern democratic franchise predates the Labour Party, but it was at the centre of the struggle. From the Levellers and the Chartists to the early trade unions and our first leader, Keir Hardie, our pioneers enthusiastically joined the battle for women’s suffrage and a universal franchise. This inclusive and progressive democracy is part of Labour’s proud heritage.


We believe that this democratic approach should extend far beyond the right to vote in national and local elections, important though that is as a prerequisite for further progress. Labour has always been focused on the workplace and the importance of a productive economy, where working people enjoy the fruits of their labour and are allowed to develop to their full potential. Economic democracy, industrial democracy – a voice at work – are crucial, as is the right to collective representation. Living in a democratic political system but being subject to autocracy at work shows that the ideal of participation and having an input needs to be developed and deepened in all walks of life throughout the UK and be present and accessible throughout life. Participatory democracy is thus a principle that deepens the democratic spirit animating all healthy societies.


CO-OPERATION


We believe in the values of community and social solidarity. Consequently, we believe in the power of co-operation. We believe that people working together achieve more than people existing in solipsistic isolation or dog-eat-dog competition, where morality is based on what succeeds and the only measure of success is the size of your personal bank balance.


To quote the party constitution’s current Clause IV, which set out Labour’s aims and values after 1995:




The Labour Party is a democratic socialist party. It believes that by the strength of our common endeavour, we achieve more than we achieve alone so as to create for each of us the means to realise our true potential and for all of us a community in which power, wealth and opportunity are in the hands of the many not the few, where the rights we enjoy reflect the duties we owe, and where we live together, freely, in a spirit of solidarity, tolerance and respect.





The earliest pioneers of socialism in Britain, such as Robert Owen, experimented with communities based on the cooperative principle. They understood that we are social beings living an interconnected life. Modern technology will only increase this connection, so our society and our community remain important. As such, they need to be nurtured, supported and strengthened. 


INTERNATIONALISM


We believe that the true emancipation of human beings from injustice and exploitation can only be achieved by international co-operation. Just as capital is global, it is important that the interests of labour can be co-ordinated across national borders too. Throughout its history, the Labour Party has forged alliances and campaigned internationally for social and economic justice. From its support of the battle for self-determination in the colonies of the British Empire to the campaign against the evils of apartheid in South Africa, Labour has sought to project its values around the world. Labour’s backing in the fight against fascism was crucial in defeating the policy of appeasement that led to it joining the wartime coalition headed by Winston Churchill. In the aftermath of the war, Labour’s support for the creation of the United Nations and the adoption of the Universal Declaration of Human Rights neatly encompass the value of internationalism in action. As the world becomes more interdependent, the need for international co-operation will only grow stronger. The battle against catastrophic climate change is only the most important example of this.


CONCLUSION: WHAT LABOUR BELIEVES


Labour was born to create a better society for all. It came into existence in an era of rapid economic and social transformation which was changing Britain out of all recognition. Its appearance on the political scene was the culmination of the work and dreams of many generations. It embodied the aspirations of millions for a better chance at life and the pursuit of prosperity and happiness for all. Fighting for a fairer society was its core task. And that is the basic task which now needs to be accomplished once more in another era of rapid change and transformation, where inequality is rising sharply and life chances are once more correlated with the social class of one’s parents.


Labour was focused primarily on the empowerment of the working classes as the lever for change and it certainly ensured that those who came from the working class were represented in the ranks of those seeking to govern for the first time in our country’s history. But Labour also attracted plenty of idealists and activists from the middle and professional classes, too, who were horrified by the poverty they witnessed and saw the need for a fairer, more equal society, in which all human beings were afforded the dignity and opportunity to live a good and rewarding life.


Labour came into existence to rebalance the rewards flowing to those who work for a wage (labour) relative to those who own the means of production (capital). Prior to its emergence, it was clear that there was a gross imbalance between the forces of capital and labour which needed to be addressed in our politics. This task is as relevant today as it was then.


It is now vital that we consider how democratic socialism should once more evolve to answer the challenges facing Britain in the twenty-first century. These have been made infinitely more difficult by Brexit. There are signposts to be found in the insights of earlier thinkers who wrestled with these questions in their own time, but we must find our own answers for our own generation.

















PART 2




THE STATE OF OUR NATION




















CHAPTER THREE


WANT





We humans are an ingenious species. We’ve reached the moon, plumbed the depths of our seas, split the atom and eradicated some of our most dangerous diseases. But we have never managed to create a society that hasn’t experienced the evil of want: poverty and the attendant ills that go with it, such as hunger, homelessness and mental ill-health.


Poverty is stressful, humiliating and degrading to self-worth. If there was something we as human beings should put our minds to, it would be eliminating this wasteful and unnecessary evil.


Britain’s most famous chronicler of the lives of the poor was Charles Dickens. Dickens wrote with huge moral force about the iniquities of a time in which children starved on our streets and slaved away in brutal workhouses. In part thanks to him, a series of laws were passed in the nineteenth century and early twentieth century to alleviate the suffering of the poorest in British society.


By the time William Beveridge first wrote about the ‘evil’ of want, Britain had already legislated for a basic safety net and many of the horrors of Dickens’s times had been eradicated. The poverty Beveridge sought to fix was one of worklessness, and so getting people into jobs was central to his plan. In the aftermath of the mass unemployment of the inter-war period, which had done so much to turbo-charge the rise of fascism, Beveridge broke sharply from previous political practice in Britain by making his aim to reduce unemployment as much as possible, if necessary by having the state create jobs. The work of J. M. Keynes had established how economic policy could be used to accomplish this goal. Clement Attlee’s government went on to nationalise part of the British economy, and helped our industries become globally competitive by investing to improve productivity. If demand for labour went down, Keynesian economics had shown how the government could intervene to give it a kick-start. This approach to managing our economy endured until the 1970s, when rising unemployment and inflation (so-called stagflation) caused the political consensus to break down. During this time it became fashionable to recast unemployment as a problem of employability – the attractiveness of individuals to prospective employers, aka the ‘supply side’ of the labour market – rather than being associated with fluctuations in demand. The focus of the government switched to helping businesses to create jobs by making life easier for them. Cutting down on regulations and the demands on private enterprise, they claimed, would keep Britain prosperous.


Apart from a brief period after the financial crisis, this approach has persisted. In its purest, most ruthless form, under Margaret Thatcher’s government, it led to soaring unemployment of up to 12 per cent – over 3 million people. Beveridge would have turned in his grave. No post-war politician before Mrs Thatcher would have been prepared to countenance unemployment rates so high. The Conservative government had allowed poverty to become a problem again, blaming it on individuals for not being employable while making life easier for the rich owners of large companies.


There are two types of modern poverty. One is the kind that is gleefully depicted on shows such as Shameless and the exploitative, disgusting ‘poverty porn’ of Benefits Street. This portrayal of poverty is the subject of fulminating editorials about the ‘feckless poor’ in right-wing tabloids. They present it as the result of individual problems such as a lack of education, alcohol or drug dependency, or criminality, and often portray it as intergenerational and persistent. As it happens, Britain has one of the lowest ‘persistent poverty’ rates in the world and the fifth lowest in the EU – around 7.3 per cent of our population have been in poverty for two of the last three years.


Despite these figures, the evil of want is much more pervasive than we might think. Britain has quite a high poverty rate – around 16.7 per cent of the population – because a lot of people are on low wages, are underemployed or not able to get the hours they need to get by. This is the other kind of poverty – the type that is caused by the structure and nature of our economy, which cannot plausibly be blamed on individual failings, even for the purposes of right-wing Hayekian propaganda.


On top of those figures, around 30 per cent of people are at risk of poverty. This means a really significant proportion of our fellow citizens are always teetering on the edge of not being able to fulfil their basic needs. The insecurity and fear that this sort of precariousness causes is inherently stressful and causes a constant strain on rising numbers of people. And this is all happening at the same time as we have record low unemployment.


This structural poverty is a result of the Hayekian revolution of market fundamentalism and the Thatcherite policies that put them into effect. The Conservatives stripped back the state and our safety nets because they perceived them as dangerous socialist ideas. They strengthened the power of owners over workers by going to war with trade unions and making it fundamentally harder for workers to exert their collective power to ensure that pay and conditions were improved and not eroded. They celebrated the extraordinary accrual of wealth by those who already have capital, claiming it was all OK because it would eventually ‘trickle down’ to everyone else.


As a recent report on the state of the British economy, Time for Change: A New Vision for the British Economy by the Institute for Public Policy Research’s Commission on Economic Justice, asserts:




The UK’s high employment rate has been accompanied by an increasingly insecure and ‘casualised’ labour market. Fifteen per cent of the workforce are now self-employed, with an increasing proportion in ‘enforced self-employment’ driven by businesses seeking to avoid employer responsibilities. Six per cent are on short-term contracts, and almost 3 per cent are on zero-hours contracts. More workers are on low pay than ten years ago. Insecure and low-paid employment is increasing physical and mental ill-health.





Is it any surprise that so many people are only just about managing?


All of this is even more difficult to stomach when there appear to be so many people, sometimes perceived as undeservingly so, like the bankers who caused the latest financial crash and Britain’s endless supply of Z-list celebrities, who are living life so large.


The creation of this economy, which is characterised by precariousness, actual inequality and growing perceptions of inequality, has played a big part in driving the political anger and volatility that has been such a feature of elections over the past few years, not just in the UK but in comparable countries like the US and in some European countries.


All this is not to say that the United Kingdom has not made enormous strides in improving living standards over the past decades and centuries. We have more material possessions than before, because the costs of those goods has been inexorably driven down. Think of the cost of clothing, of household goods like televisions, washing machines and dishwashers. That fall in price has been a result of our particular globalised form of capitalism. It has driven down the costs of consumer goods and widened choice and availability.


However, it’s also true that there is a decline in how many people own their own homes in which to put these goods. The real-term costs (i.e. once you adjust for inflation) of some of our basic needs – housing and utilities in particular – have gone up over the past few decades. Both housing and gas – since 1996 – and electricity – since 1998 – are now primarily provided by the private sector, which means by companies whose first directive is to create profit for their owners. But given housing and fuel are captive markets, providing basic necessities you cannot live without, the providers are under no pressure to lower the price or increase quality. All they care about is that they make a profit.


In short, our current system is quite good at providing cheap consumer goods and quite bad at providing affordable basic needs.


The psychologist Abraham Maslow wrote in the 1940s about people’s ‘hierarchy of needs’. It was an evolution of other thinkers’ theories of human nature, wants and needs, including that of Karl Marx. Maslow argued that only by satisfying our most basic physiological and security needs – which he identified as belonging, self-esteem and self-actualisation – can we be freed to satisfy our higher wants. His pyramid of needs, shown below, has had a profound influence on a number of fields, so how might we use it to look at the extent to which our basic needs and our higher wants are being satisfied by what our modern economy actually delivers? 




[image: ]





Capitalism has proven itself to be brilliant at producing cheap consumer goods and services. We have more ‘stuff’, more access to information and to a richer array of entertainment than ever before, so our higher wants have never been so satisfied. But profit-driven private markets are remarkably bad when it comes to providing for our most basic needs. In Britain, we have thus far decided that some of our most basic needs should be out of the hands of the market. Our National Health Service, our emergency services and our social security safety net are administered by the state, despite the market fundamentalists continuing to argue for marketisation of this provision, and their continuing eff orts to encroach around the edges of it. We know from other countries that when you do privatise services like healthcare, the outcomes are terrible. In America, millions are without coverage and yet the US spends more as a percentage of its national income on healthcare than any other developed country. Most British people would understand that this is because healthcare is a basic need; profit-driven healthcare providers would by their very nature exploit the captive market of people that need their services to maximise their own profits.


But before we get too smug at identifying the idiocy that has lain at the heart of US healthcare policy for decades, let’s just remember that that’s pretty much the situation our housing market is in. And our utilities markets, which were privatised by Mrs Thatcher in the 1980s. Substantial swathes of our transport network, too, went the same way and are now largely owned by foreign states seeking to maximise their profit at our expense. Even our broadband network, an increasingly indispensable utility in modern Britain, is privately owned and provided for. It is precisely the injection of market fundamentalism into the provision of services and goods that we all need that has allowed those who provide these services to get richer and richer while the public pays through the nose for the utilities that are essential to life. This is why Labour’s calls for nationalisation of certain national utilities and the transport network has gone down so well. Other EU countries efficiently and effectively run these necessary services on a public basis; there is absolutely no reason beyond the blind dogma of market fundamentalism and its abhorrence of state action why we shouldn’t do so too.


It is an irony that right-wing newspapers love to fulminate about poor people in council houses owning large televisions and spending money on clothes, since it’s the trickle-down system for which they have advocated – on behalf of their plutocrat owners – that has allowed this anomaly to emerge. It is the offshored production of consumer goods from Britain to locations with much lower labour costs and weaker regulatory regimes that has brought down the cost of 50-inch televisions and jeans and dishwashers and party dresses to a level at which they can be bought by poorer people. But, of course, it is the shedding of the jobs producing those goods, the evisceration of our manufacturing and industrial base, the failure to invest into lifetime education, the deliberate weakening of the trade unions, that has kept people poor and income distribution so skewed. The impoverishment of British people was done at the behest of plutocrats, and then they have the temerity to slam those very same people – many of whom work one or more jobs to earn their thin gruel – for being able to buy the cheap goods that were, apparently, the upside of the market fundamentalist economic experiment. For shame.


At the same time as we are having to work harder and harder to fulfil basic needs because of real-term rises in the prices of necessities, inequality, which declined for forty years after the Second World War, has been rising in Britain for thirty years.


This trend was exacerbated by the financial crisis, which has led to stagnating wages and living standards for most Britons in the past decade, whereas the richest have recovered to the status quo ante. A 2017 study by the Resolution Foundation showed that households with incomes of £275,000 or more – the top 1 per cent – had seen their share of national income return to its pre-crisis levels. However, the other 99 per cent of UK households continued to struggle to regain their financial power.


The Office for National Statistics’ figures on average wages in Britain show that we have had ten years of stagnation in real terms. Families on low and middle incomes have seen their living standards rise by just 3 per cent since 2002/03. Once housing costs had been taken into account, they were no better off than they were fifteen years ago. One way of looking at how much families have to spend and how confident they are about parting with it is to look at household spending data, which the Office for National Statistics collates. There has been a decline in real-term spending by British families over the past decade, a remarkable reversal of what had been a soaring trend in spending power.
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