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Save Britain from the worst of
Brexit by joining EFTA
The Financial Times, 7th March, 2017
The trade platform offers a practical and symbolic step for the UK’s new strategy
The people have spoken. The Brexit referendum offered voters a ballot paper, but not a
road map. And it is now down to government and parliament to chart a course through
the minefield before us.
Uncertainty clouds the country like an old London smog. Companies such as Nissan
have no idea how easy it will be to bring the 5m parts it uses each day into its factories
from abroad. Workers are unclear about the future of wages and prices. Investors are
pausing, waiting to see what market access the UK will enjoy.
Today, patriots must be prudent. With perhaps only days to go until Article 50 is
triggered, the prime minister should act decisively to take some risk off the table. The
right place to start is to declare boldly that Britain will rejoin the free trade club we
founded in 1959 as an alternative to the European Economic Community, known as the
European Free Trade Association.
Leaving the EU is the biggest decision the nation has taken for 50 years. This is not a
moment to throw caution to the wind — rejoining EFTA would be a practical step in a
new strategy for UK trade and a symbolic move signalling Britain still embraces
international partnership.
EFTA is a free market not a political union, outside the European Court of Justice but
with a trade court that is tried and tested.
Crucially, the free-trade deals EFTA has in place, together with trade to EFTA countries,
cover exports worth £98bn a year. That is more than we sell to the US, and worth nearly
a fifth of our exports in 2015. Indeed, with EFTA membership the UK would need just
five more deals — with the EU, the US, Japan, China and Australia, to cover almost 90
per cent of current exports.
And of course, for those of us who believe that the single market still has much to offer,
EFTA is a platform that is only a short hop back into the European Economic Area, the
agreement between the EU and some countries outside the bloc, in a future where
circumstances change. This course is the logical strategic alternative to the leap into the
void offered by the hard Brexiters.
There is a real danger that leaving the EU will not only be the biggest demerger seen
since the second world war, but that Britain’s exit sounds a retreat from the outwardfacing, internationally engaged role that we have played for hundreds of years.
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The UK’s soft power diplomacy needs this renewed commitment to global partnerships.
Too many hard Brexiters know they have peddled false hope and oversold their case.
The price of trading in the EU on World Trade Organization rules — the alternative to a
deal on a new EU free-trade agreement — is giant, perhaps as high as £58bn, or £884
per person, according to analysis by the Institute for Fiscal Studies (see paragraph 152).
We cannot have a border constructed on dogma — that would strangle our trade to
death.
The hard Brexiters might feel it brings them moral purity. But their purity will mean our
poverty. Today, the Trade Select Committee concludes that WTO rules will not permit
tariff-free, frictionless trade and therefore the ‘no deal’ option should be discounted.
This must not become the era of ‘Little England’ when it is time for Britain to pioneer
new relationships. The prime minister has the perfect chance to take this step and join
EFTA. The select committee’s report, with cross-party backing for the government to
publish a white paper on EFTA membership before the summer, is a positive start.
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Our obsession with Brexit has
blinded us to the weakening of
the West
The New Statesman, 12th September 2017 with Ian Kearns
The East is rolling West, and we are yet to respond.
The future of the UK’s economic relationship with the EU is dominating current political
discussion. This is understandable, but from a wider foreign policy standpoint, it is not
acceptable. We need to be laying the foundation now for how Britain will act, postBrexit, to promote its interests. How will we exercise influence in Europe, a continent
that remains deeply troubled and with which we share a destiny? On this, as on so
much more, there is currently only strategic drift. It is as though the government wants
Europe and the world to stop while the challenge of Brexit is sorted out.
This is not an option. For one thing, the assumption that has held sway for much of the
post-Cold War period that western institutions would gradually roll eastward is dead in
the water. The EU might still take on small additional members from the Balkans, but
expansion to include major states like Turkey, Ukraine or Russia is about as likely as
Vladimir Putin leading the Moscow Pride march.
Far from the West rolling East, a stronger case can be made that the East is rolling West.
At our borders Russia escalates disinformation campaigns, conducts large scale military
exercises and cyber-attacks, and is funding Eurosceptic parties and politicians inside the
EU in a transparent attempt to destabilise and destroy the union. Turkey seeks to
extend its international reach while it slips towards authoritarianism. Across much of
eastern Europe, the democracy that defines us is either under assault or in retreat.
China is increasing its footprint in Europe, and is pursuing a new trade zone from
Beijing to Berlin. Its investment in Eurasian infrastructure may be a huge opportunity,
but it may also undermine what’s left of transatlantic and European unity.
The cohesion and stability of Europe is also being challenged from the south. The flow
of migrants and refugees through Libya is destabilising Italian politics and making a
mockery of claims that each EU state stands in solidarity with the rest. The Gulf may yet
move centre stage, as the slump in oil prices puts pressure on those countries' social
contracts. If the Gulf states fail, millions more young people will turn to Europe in search
of hope.
Isis, although smashed in Raqqa, is regrouping, connected in a demonic arc from
Nigeria, to Libya, to Yemen, to the Khorasan by digital command and control systems.
And it has already taken just enough advantage of migrant routes into Europe to
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effectively fuse the issues of terrorism and migration in the minds of much of the
European public.
Such distortions of reality must, of course, be resisted. This picture should spur more
British humanitarian engagement, not less. It should prompt a determined effort to
fight the politics of extremism and division both inside Europe and out. But from a longterm geopolitical standpoint, it is also important to note that the European Union itself
is riven with divisions over how to respond. And with neo-Nazis demonstrating openly
in the United States, and a president who is more comfortable condemning German
trade and defence policy than he is the extreme right, it is pertinent to ask whether the
West, as it has existed since the signing of the Atlantic Charter in 1941, even still exists?
When measured against the challenges of this wider context, the Brexit debate can
generate only heat, not light. None of the assertions or counter-assertions made in it
will change the reality that historic events are moving against rather than for us, while
Europe and the wider West is ensnared in the worst crisis of co-operation since World
War Two. With transatlantic bonds and European solidarity weakening, it is therefore
more than a matter of regret that the UK government has no strategy to speak of. It is
an abdication of the national interest, a forgetting of the bitter lessons of history, and a
betrayal of the achievements claimed at such high cost by our forebears in the last
century.
Beyond the economics of Brexit, we urgently need a debate about what other interests
Britain has in the continent of Europe. How can we influence events in our favoured
direction? It is only by helping to stabilise the European continent and work with our
European partners that we can hope to play a role in re-imagining the West.
We need creative thinking on how the UK, France and Germany can deepen defence cooperation in a meaningful way even after Brexit. We need an emerging strategy of
bilateral British relations with EU member states, and a British operation in Brussels
that might be capable of influencing the EU’s future trajectory, assuming the latter goes
on to survive and thrive, itself something that still cannot be taken for granted.
We need an analysis of which diplomatic missions across Europe we ought to be
building up and why. We need a strategy for using other venues to promote our
interests and to strengthen our influence, such as Nato and the Council of Europe. We
also need a serious effort to develop a British model of civic internationalism. This
involves utilising university networks, non-governmental organisations,
parliamentarians, business leaders, scientific institutions, the British Council and others.
We also need heavyweight diplomatic thinking around some of the biggest questions of
the day: how can we work with others in Europe to address the huge German trade
surpluses which help suppress demand across the eurozone while feeding the politics
of populism? What is our strategy for engaging with Russia and Turkey? How do we
better co-ordinate the business of conflict prevention, development, and institution
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building in the Middle East? And how do we better co-ordinate European relations with
China?
Brexit is simply changing the context in which such questions must be asked and
answered, not in eliminating the need to ask them at all.
Underpinning all of this, we also need to be asking ourselves how a medium-sized
power can punch above its weight to gain international influence at this stage of the
21st century.
Across this terrain and more, Britain’s political leadership is asleep at the wheel. It is the
responsibility of patriots everywhere, whatever their political persuasion, to start filling
in the gaps.
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The slower, surer road back to
Europe
The New Statesman, 13th March 2017
Last year a million newcomers arrived. European migration policy is going to adapt. In
the meantime, Britain must not step into the void.
The phoney war is over and the Battle of Britain is on. In a boring grey Brussels office block 12
miles north of Waterloo, ministers will this week sound the retreat from our most successful
alliance of the post-war years. It is a tragic moment. A stark reminder that progress is never, ever
permanent.
For the Left, this must now become a moment of resolve; when we begin to plot the slow and
steady path back to Europe not just with idealism but with realism.
I admire the brave hope of those who defend the British peoples' right to change their mind.
They are right. We should press for Parliament to have a say on the final deal. The British people
voted for Parliamentary sovereignty not a dictatorship of the executive. And imagine if Mrs May
fails to strike a deal?
The price will be gigantic. Trading with the EU on World Trade Organisation rules will mean tariffs
that could destroy our car firms. A haemorrhage in services orders. A new border that becomes
a hairshirt bleeding our trade to death.
The hard Brexiteers might feel it brings them moral purity. But no one else will enjoy the
economic sadomasochism. Their purity will mean our poverty.
Yet, Labour can't block the exit. The debilitation of Brexit is not the facilitator of Labour's
resurgence. Let's remember that in the English super-marginals we held in 2005, and then lost,
the Brexit vote was nearly 60 per cent.
But we can offer a safer surer route forward, if we accept the route needs to unfold slowly
enough for the politics of Europe to gently bake a reform of free movement that we can live with,
and adopt ourselves, sometime in the 2020s.
I suspect we'll soon be told loud and clear that there is no way on earth a EU free trade deal will
be ready in just 24 months time. What lies ahead is several years of transitional arrangements,
taking us perhaps to 2023.
But given the migration pressures on Europe today, it is inconceivable that today's version of
free movement will last that long. The EU rebellion is not limited to our shores. Europe’s skies
are dark. Concerns and divisions over the handling of terrorism, migration, the logic and the
impact of endless austerity are fuelling a Eurosceptic revolt. The European economy is mired in
slow growth. Youth unemployment remains sky high. A retiring generation face an income
squeeze as savings rates hit rock bottom. The next recession may be imminent. When it comes,
who knows if the single currency will survive intact. Southern banks are faltering. Yet the bail-out
funds are empty.
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But Europe survives precisely because it adapts; as it did after the French voted "non" to defence
cooperation in 1954; or after Denmark voted "no" to Maastricht. Or when the Irish rejecting the
Treaty of Nice in 2001. Or when the Swedes turned away from the Euro in 2003. Europe adapts.
Last year a million newcomers arrived on the shores of the Continent in the biggest movement
of people since the Second World War. European migration policy is going to adapt. Not
overnight. But over the years ahead. Europe will adapt. It always does.
The key, therefore is to make sure that Britain does not step into the void and slam the door
closed forever. Instead, we have to recast a federal project into a confederal project. This implies
a triple shift on Europe policy.
First, we need to rejoin the free trade association we helped to found as a alternative to the
Treaty of Rome, back in 1960: the European Free Trade Association, known as EFTA.
It's a free market not a political union. With the freedom to control our borders. Outside the
European Court of Justice but with a trade court that's tried and tested. With the flexibility to fix
our own terms with the EU. The free trade deals it has in place, cover nearly a fifth of our export
markets. Indeed, with EFTA membership, the U.K. would need just five more deals - with the EU,
the US, Japan, China and Australia, to cover 90 per cent of exports.
Second, we should be using the Council of Europe to defend decency, democracy and the social
rights which might fall prey to the Tories' Great Reform Bill. Winston Churchill created the
Council, based on the European Court of Human Rights to ensure there was never a return to
the barbarities of the Nazi era. We now need to use it to local in important conventions like the
European Social Charter, and the Istanbul Convention.
Third, we need free movement reform that keeps us in touching distance of a new deal with
Europe further down the line. The logical change is to extend the points system to European
migration so that jobs in the UK. need to be offered to British citizens first - before being offered
to someone from abroad, with quotas for low-skill workers.
And, given we want privileges for Brits working in Europe, it makes sense to privilege EU citizens,
with generous allowances for an EU intra-company transfers or a Green Card system that let’s
skilled EU citizens apply for jobs in Britain, rather than from abroad.
Leaving Europe and the single market is without doubt, five steps backwards. But a triple shift on
Europe at least offers us one step forward. It is a tactical retreat to ground that is more easily
defended and from where we can advance when new times allow.
I don't think it's bad politics to argue for the best in the negotiations that are to start. We should
hope for the best. But we should plan for the worst. Theresa May has a slim majority. That
means we can win votes by striking for the sensible centre. And it's time for Labour to explain
just where that centre-ground now lies.
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Who is hacking Brexit? And why
we need our own Robert Mueller
inquiry
The New European, 25th November 2017
Slowly but surely the threads are emerging. Russia not only interfered directly in the
election of Donald Trump. But also in our referendum.
Brexit was not an invention of the Kremlin’s. But, over many years it now appears highly
likely that Vladimir Putin has nurtured the chance of gently pushing Britain out the door
of Europe to help ensure a more divided Western alliance. And in a coup de grace, he
and his allies may now be urging on the most disastrous settlement of all, the hardest
of hard Brexits.
Putin himself has been carefully circumspect about his views on Brexit, denying any
interference. But his allies are clear: Brexit is good news for Russia.
Moscow’s mayor, Sergei Sobyanin took to Twitter after the vote to celebrate that with
Britain out of the EU, there would be much less pressure for sanctions against his
country.
Understanding Russian machinations can be a difficult, but the hazy outlines of its
campaign are now becoming clear – and they suggest that campaign dates back many
years.
The beginnings of Russian involvement entailed lots of encouragement for Nigel Farage.
As early as 2014, Farage was telling GQ that Putin was the world leader he most
admired while UKIP consistently blamed the EU for Russia’s actions in Ukraine and its
annexation of Crimea.
When David Cameron finally gave in to UKIP pressure and agreed to call the vote on EU
membership, stage two of the Russian game plan came online. Its centrepiece was
aktivnyye meropriyatiya, or ‘active measures’. These tactics have a long history in Russia
political warfare and date back to Leninist thinking.
The term encompasses a range of activities to influence world events, from simple
propaganda and forgery to assassination and terrorism. Major General Oleg Kalugin,
the high ranking KGB defector, described the approach as “the heart and soul of Soviet
intelligence”. The concept has been renewed and reinvigorated since 2012 by General
Valery Gerasimov, the Russian army’s Chief of Staff.
Known as the Gerasimov doctrine, the revised thinking is based on the insight that the
“rules of war” have changed. As the General himself has put it, the role of non-military
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means in achieving political and strategic goals has grown and, in many cases, now
exceeds the power of force of weapons in their effectiveness.
Today, the purpose of active measures is to try and divide the Western alliance which
has seen NATO expand into the former Soviet bloc and has implemented sanctions
against Russia for its occupation of Crimea and parts of Ukraine.
Recognition of this threat from the East is now so clear that it inspired NATO to update
its European Command Posture Statement this year to identify Russia as the primary
threat. It is a bald assessment: “Russia seeks to undermine this international system
and discredit those in the West who have created it.”
Russia’s implementation of active measures now centres on wholesale interference in
Western democracy with the aim of sowing discord, largely by backing far right parties
such as Hungary’s Jobbik party or indeed, France’s Front National. In 2014, it was
revealed that the FN had received a 9m euros loan from First Czech-Russian Bank,
owned by a Russian individual with strong ties to the Kremlin.
The advent of social media has created huge new opportunities for Russia and in the
last three years a new ‘Hacked Democracy’ playbook has taken shape, tested and
perfected during a host of elections and referenda in the US and Europe.
:: Step one is to ensure an unhealthy supply of fake news sites.
:: Step two is the provocative manufactured Twitter row – for example, the one which
erupted over the misrepresented picture of a hijab-wearing woman on Westminster
Bridge in the immediate aftermath of the terror attack there.
:: Step three is to fire up the troll farms to throw fuel on the fire. We now know the
importance of organisations like the Twitter bots run by the Kremlin’s Internet Research
Agency. The Times recently reported an upcoming paper by data scientists at Swansea
University and the University of California, Berkeley which found Russian Twitter
accounts posted more than 45,000 messages about Brexit in 48 hours during the EU
referendum. Tens of thousands of accounts based in Russia, which had previously
confined their posts to subjects such as the Ukrainian conflict, suddenly switched their
attention to Brexit in the days leading up to referendum.
This is now standard practice. Russian Twitter bots, or ‘active amplifiers’, went into
overdrive to spread anti-Macron and pro-Le Pen messages during the French election
and then shifted focus during September 2017 to attack Chancellor Angela Merkel and
support far-right German candidates.
:: Step four is to import and circulate the inflammatory material developed in the Twitter
row, into the much, much larger – and largely private – Facebook groups where it can be
highly targeted by data science firms. Facebook is currently stonewalling Parliament’s
efforts to get some simple answers to spending by Russian-linked accounts in this area.
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:: Step five is to exploit loopholes in campaign financing to fund the ‘stealth ads’ which
circulate round millions of peer-to-peer online groups. Such messaging is, of course,
highly effective because people are much more likely to believe news circulated by
Facebook friends.
Many questions remain about this type of funding during last year’s referendum and
the Electoral Commission is now investigating. But the difficulties in getting to the
bottom of it are because such a strategy sails straight through the huge gaps in our
regulatory systems.
Ofcom does not regulate either Facebook or Twitter because its chief executive, Sharon
White does not want to be accused of ‘trying to censor the internet’. The Advertising
Standards Authority does not regulate anything that looks like ‘political advertising’.
The Electoral Commission cannot investigate foreign individuals donating and cannot
insist on the same sort imprints for digital ads that are required on printed literature.
The Information Commissioner can investigate misuse of personal data when targeting
Facebook ads – but the investigation launched in May is taking an awfully long time.
Now, does all this negate the Brexit vote? I’m personally not sure it does. But the
electorate surely ‘bears the right to be fully informed’ as they say in the United States.
And that is why we do need a judge-led investigation to get to the bottom of Russian
involvement.
Reluctance to move on this, from our weakened government, might stem from the
terror at what such an inquiry might uncover, but it is crucial, as we wrestle through the
debate on hard or soft Brexit, because it may be that Russian-backed influencers are
now trying to steer us towards the most disastrous possible outcome to the Brexit talks.
Firmly backing Hard Brexit the Legatum Institute, which has a claim to be the country’s
most influential think tank, with impressive access to ministers. So who backs Legatum?
It is funded by Christopher Chandler, a New Zealand billionaire, who lives in Singapore
and works in Dubai.
Last week, Ben Bradshaw, my Labour MP colleague, suggested the new Intelligence
Select Committee make a close study of his background because it appears Chandler
made much of his fortune in the chaos of Russia. Indeed, he and his brother say they
were the largest foreign portfolio investors in Russia.
It is especially interesting that Chandler made a great deal of his fortune working with
Putin’s associates to re-organise GazProm, the largest energy company in the world,
after Putin’s election as President in 2000, helping to lead a boardroom coup to emplace
Alexei Miller – Putin’s deputy from St Petersburg days – as head of GazProm. The
current Russian Prime Minister, Dmitry Medevev took over soon after.
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GazProm subsequently became very important to Putin. As the Economist summarised,
as Putin consolidated his power in the early 2000s, ‘he built Gazprom into a main
instrument of Russia’s new state capitalism’.
Chandler subsequently appeared in an intelligence review in Monaco aimed at clearing
out the Russian mafia from the state, but thankfully this found ‘no evidence of
wrongdoing’. Soon after, however, Chandler relocated to Dubai and Singapore.
Today, Russia’s connections to Legatum remain curious; its new senior fellow Matthew
Elliott, the former head of Vote Leave, was, it is said, targeted by Sergey Nalobin, the
former first secretary at the Russian embassy who was at the heart of Conservative
Friends of Russia and later had his visa revoked as the Home Office thought he was a
spy.
So, the plot is now very thick. In America, legislators have taken decisive action
establishing the Robert Mueller enquiry to get to the bottom of what’s going on. As
former Head of US National Intelligence James Clapper put it: “If there has ever been a
clarion call for vigilance and action against a threat to the very foundation of our
democratic political system, this episode is it.”
Quite so. It’s for Britain to follow suit and get to the bottom of whether our democracy
has been hacked.
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Why Juncker Is Wrong: The Good
Ship Europe Is Sinking
HuffPost, 13th September 2017
The wind, says Jean-Claude Juncker, is back in Europe's sails. How wrong he is. In fact,
the good ship Europe is sinking.
Ian Kearns and I have tried to sketch out the looming crisis weakening the West beyond
the tragi-comedy of Brexit; the threats at our borders from countries like Russia, the
new ambitions of China to roll East, and the crisis in the Atlantic alliance with America.
But perhaps most corrosive of all, is the creeping crisis of democratic values threatening
our ideals within Europe itself.
If there is one idea at the absolute core of European values, and indeed the European
Convention on Human Rights, it is the idea of the rule of law. But what does that
actually mean?
Well, in 2016 the Venice Commission -- part of the Council of Europe -- drew up a
checklist around the consensus of the core elements covered by notions like Rule of
Law, Rechtsstaat and État de droit. They are simple common sense ideals like: legality,
legal certainty, the prohibition of arbitrariness, access to justice, respect for human
rights, non-discrimination and equality before the law. Basic stuff.
But at last week's Council of Europe committee in Paris, a draft motion was passed
revealing just how these ideas are under threat across a host of European nations. The
key resolution is blunt. It warns that recent events "put at risk respect for the rule of law,
and, in particular, the independence of the judiciary and the principle of the separation of
powers."
"This is mainly due to tendencies to:
limit the independence of the judiciary made though attempts to politicize the judicial
councils and the courts (mainly in Bulgaria, Poland and Turkey),
massive revocation of judges and prosecutors (Turkey) or attempts to do so (Poland) and;
tendencies to limit the legislative power of the parliament (the Republic of Moldova, Romania
and Turkey).
Moreover, corruption, which is a major challenge to the rule of law, remains a wide-spread
phenomenon in Bulgaria, the Republic of Moldova and Romania."
This is, bluntly, a crisis of values that demands our attention. The West cannot be strong
abroad, when its basic ideals, its traditions, its way of life, are in such peril at home. Not
least when this failure is coupled with such a faltering economic performance.
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One way to look at this to look at this is to look the economic growth rates in
economically and politically 'free' countries like Europe compared to the 'unfree'
nations. If you believe that economic and political freedom are linked (as I do), you
would assume that 'free' countries grow faster. For much of the post-war era that has
indeed been true. But no longer.
Back in 1980, countries defined as more economically free (using data from the
Canadian-based Fraser Institute) grew on average by 3.8% - that's much faster than the
2.1% scored in nations with a below average 'economic freedom' score. By 2014, a
different story emerges. Nations with a below average economic freedom score are
growing at 3.97% - as opposed to the 3.1% scored in nations that are more free.
So: is the wind back in Europe's sails? I don't think so. Indeed, the biggest threat to
Europe's future is precisely the sort of complacency that Mr Juncker offered us with
such ill-judged brio.
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Only Labour can secure a fair
Brexit. Here’s how
The Guardian, 13th March 2017
Labour can’t block Brexit. But it must show itself surer-footed than the Tories on
equitable solutions to free trade, immigration and workers’ rights
The jaw-jaw is about to start. This week the prime minister will pull the trigger on article
50 and Labour must get off the fence and set out the plan we think best for Britain.
Tony Blair is right to say, as he did recently, that the British people have a right to
change their minds. We should push for a second referendum on the final deal. But we
need to offer a more substantial alternative than that, and we should begin with a triple
shift on Europe policy.
Let’s be clear, the stakes are high. If Theresa May fails to strike a bargain with our
neighbours, we’ll be trading in Europe on World Trade Organisation rules. The hard
Brexiteers pretend this is a rosy outcome. This is false. WTO rules means killer bills for
car firms and farmers. It might cost our economy £60bn: £900 for every woman, man
and child in Britain.
But there will be no rewards for Labour if we sit whingeing on the sidelines, frozen with
doubts about who to try to please. So it’s time to set a course that reflects what the
British people actually want: free trade, strong borders and rights at work. How could
we offer that? I think there is a way.
First, we should propose that Britain rejoins the European Free Trade Area. Made up of
Switzerland, Norway, Iceland and Liechtenstein, Efta is the free trade association we
helped to found as an alternative to the EU. It’s a free market, not a political union, and
belonging to it would mean the freedom to control our borders. We would be outside
the European court of justice, but with a trade court that’s tried and tested. Efta frees us
from any mandatory cooperation on fisheries, agriculture, home affairs, defence or
foreign affairs – but affords us the flexibility to fix our own terms with the EU. Indeed,
Efta offers us the most comprehensive single market access outside EEA membership. It
keeps us aligned with the EU’s regulatory framework, plus deep customs cooperation.
Crucially, the free trade deals Efta has in place cover nearly £98bn of our exports. That
is more than we export to the United States. Indeed, with Efta membership, the UK
would need just five more deals – with the EU, the US, Japan, China and Australia, to
cover 90% of exports. Most important of all, Efta membership is but a short step away
from renewed membership of the single market, following the example of Norway.
Second, we should propose a points system for European immigration. This is the
fastest and best way to bring order at the border, letting in the skills we need. We have
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a points system for outside Europe. It works well. We should roll it out for the EU
citizens - but offer crucial privileges for EU workers, set out on in a “green card”. This
would let EU citizens visit Britain with ease and apply for a job once here – but only if
the job has first been offered to a British citizen. Students and scientists should be
outside this system. We need more of them – not less. And quotas should be introduced
for low-skill trades such as retail, agriculture and hospitality. This should be part of a
package in which we step up and do far more to assist refugees. We must grant EU
citizens already living here the full panoply of citizens’ rights.
Third, its time to use the Council of Europe to lock in decent social rights at work. In the
years after the second world war, Churchill helped create a magnificent European
Magna Carta to make sure there was never a return to the barbarities of the Nazi era.
The Council of Europe, along with the European court of human rights, was set up to
police the postwar system. Two Conservative manifestos have proposed we leave the
council – along with its centrepiece, the European court of human rights.
Pressure from me and others has forced the government to confirm we’re staying in
this club of good behaviour. Now we need to use the council to enforce agreements
such as the European social charter, which guarantee world-class rights for British
workers.
I don’t believe that Labour can block Brexit. Nor should it try, since the debilitation of
Brexit will not help Labour. Let’s remember that in the English super-marginals the
party held in 2005 and lost later, the vote to leave was nearly 60%. Voters will not
applaud or reward a churlish backseat driver. There are no prizes for standing by,
looking puzzled.
We should be the steely, steady sherpas – better navigators than the occupants of
Downing Street who seem determined to take us over the cliff, in a last-gasp bid to
appease the infamous “bastards” of their backbenches. A triple shift on Europe is the
route we should now propose.
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Britain can't afford to leave the tech
revolution to the rich
The New Statesman, 11th October 2017
We need to widen opportunities for digital entrepreneurs, or risk being left behind.
The story of how Britain’s great entrepreneurs built the superpower of the steam age is
an incredible tale. Yet there is an inescapable and depressing truth. Down the ages to
today, "enterprise" has proved a rich man’s sport. So, if we want Brexit Britain to
become a great power of the cyber age its time to change the rules of the game.
It was as early as the 1690s that Sir Thomas "Diamond" Pitt, grandfather of Pitt the Elder
and the greatest interloper of his day, declared: "There can be no working without good
tools". He reckoned £2 to 4 million was the minimum needed to make a start as an
aspiring nabob (wealthy trader) in the booming East India trade.
Pitt was as fond of the advice "money begets money" as Nathan Rothschild was years
later of his edict that "money makes money". And with a few honourable exceptions
(like opium dealer William Jardine), a real "rags to riches" story is the exception not the
rule in the history of great British enterprise. So have the rules changed in the 21st
century?
I interviewed many of today’s most successful entrepreneurs about history’s lessons,
and some do indeed think the old laws of fortune-making have bitten the dust. Richard
Branson told me: "Today’s thinkers and entrepreneurs have the world at their fingertips,
and can rely simply on the strength of their idea to raise them the capital they need to
get started.”
But others were much less sure. "It is quite depressing when I think about it," said
Martha Lane Fox, "but if you look at the people founding or running globally significant
technology firms, it is overwhelmingly white, middle-class men." And the lesson is
starkest when we look at the barriers to women. "This [technology industry] is a
completely new industry," she adds "and not a single woman has founded or is even
running one of the top globally significant businesses."
We can’t go on like this. Today, Britain is at risk of becoming a cyber-age also-ran. Where
are the home-grown Googles and Facebooks? Of the top 300 new firms of the last 30
years, only a couple, like ARM, are British. There are just two British websites in the
global 100 – and they’re sort of American really – google.co.uk and amazon.co.uk. The
total value of all European "unicorns" (those start-up firms valued at $1bn-plus) is just
half the value of Facebook. And Britain now ranks 48 out of 60 in the global enterprise
league table
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Brexit, or not, this is no way for Britain to soar – or indeed lions to roar – not least
because the new competition is ferocious.
Next year, China will become the world’s number one science spender. China’s 89
“unicorns” are worth almost as much as America’s. China’s fintech and electric vehicles
sectors are world leading. Cashless payments on apps like WeChat totalled $8.6tn last
year, dwarfing the United States. In fact, China, the ancient inventor of paper money, is
on course to become the world’s first cashless society.
If we’re to catch up we’ll need the brilliantly pithy analysis of Alec Ross, the Democrat
running for Governor of Maryland. A former advisor on innovation to then-secretary of
state Hillary Clinton, Ross’ battle-cry is "Talent is everywhere. But opportunity is not."
He’s right, and that’s why things have to change with a revolution in the way we support
our young people in the business of starting a business.
Nearly 60 per cent of people aged 18 to 30 say "I would like to start my own business" –
but only 13 per cent are in fact self-employed. Yet, if we raised our youth enterprise rate
to the level of Germany or the United States, we’d create an extra 100,000 jobs.
Ross is now leading the debate about bringing industries of the future – from cybersecurity to genetic medicine – to his state, and is changing the argument about what
kind of education makes sense for the kids of Generation Z.
Labour learned long ago the power of arguments about harnessing the white heat of
technological revolutions. It's what inspired Wilson to propose a new ministry of
science; a university of the air; radical expansion of Further and Higher Education;
action to stop the brain drain; and the appointment of the first government chief
scientist. It’s why Gordon Brown created the first ever long term framework for science.
History tells us, it’s time to repeat the trick.
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Can allowing policy suggestions
online change the way we think
about democracy?
The New Statesman, 12th December 2017
The government of Madrid now uses digital technology to get citizens’ ideas for how to
spend their taxes.
In the battle for votes, cyberspace is now almost as important as the doorstep as the
place where elections are won. And that’s why it’s become a hunting ground for the
trolls and election-winning cyber-specialists like Cambridge Analytica.
So it’s time for the digital democrats to get their act together and step up the work
harnessing the online world to open up democracy. To help, I’m launching the People’s
Plan for Digital. It’s a simple innovation, a new platform to harness some of the
techniques pioneered by Geoff Mulgan at Nesta, new parties and city governments
around the world, to help Parliament get digital policy right.
Across the world today, new players are showing us a different way of doing business.
What some call “open source local government” is transforming the way citizens shape
the work of the people who serve them. Look at the way Wikipolitica, which emerged
out of Mexico's version of Occupy Wall Street. In June 2015 , it won its first Member of
Parliament. Look at the way Podemos has emerged from the anti-austerity Indignados
movement to now govern the cities of Madrid, Barcelona and Zaragoza. Often inspired
by an ambition to develop new ways to cooperate or to build an economy for the
common good, citizens across Europe and Latin America are building new parties and
now new governments to change the way we work together.
Despite all the challenges – and all the risks – these new methods are critical to our
democratic renewal, because quite frankly there is a crisis of democracy now sweeping
the world. In his extraordinary book, Ruling the Void, the late Peter Mair opens with a
bold declaration: "The age of party democracy has passed. Although the parties
themselves remain they have become so disconnected from the wider society... that
they no longer seem capable of sustaining democracy in its present form." That is a
bleak assessment. And unless we take the bull by the horns and reinvent the way we do
politics, I fear the late Professor Mair will prove a prophet.
There are two big threats to getting reform right. On the one hand, there is the Tories.
They have consistently sought to muck about with electoral registration in a way that
now means nearly a million people have fallen off the electoral register. That’s terrible
for the integrity of our democracy.
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But just as dangerous as the Tories are the technocrats. And let's be honest, at times
New Labour in office was a bit too technocratic. Sometimes it felt like focus groups had
more power than party members. Like many, we tried to take the big decisions out of
politics. We passed interest rate setting to the Bank of England. We took steps to ensure
the NHS was much more independent. Like the Conservatives before us, we passed
more and more power to the European Union. All of these changes made sense in their
own way but after our ambitious devolution of power to Scotland, to Wales, to London
and to Northern Ireland we simply stopped renewing, reinventing and revitalising the
way our democracy worked or the way our party democracy worked. Under the
pressures of office sometimes we drained the politics from public life. And ultimately
that too was not good for democracy.
So I don’t think we can leave cyberspace to the cyber warriors, the Tories or the
technocrats. We should instead think radically about how we reinvent the way
democracy works in our towns, and cities and our Parliament. Look at the way the
government of Madrid now uses digital technology to get citizens’ ideas for how to
spend their taxes. Look at the way Barcelona uses new technology to debate new ways
to use public space. Look at the way the government in Reykjavik is using new
technology to keep citizens informed of debates they like.
If new parties can use new technology to reboot democracy across the old continent of
Europe then I think the Parliament can do the same thing here. Back in 2015, the
Speaker’s visionary Commission on Digital Democracy concluded that, by 2020,
Parliament should be “fully interactive and digital.” Since then, however, very little has
happened – although our emails are now much harder to get into after the recent
cyber-attack on Parliament. I think we need to accelerate progress. So the People’s Plan
for Digital is but one idea. It may fail. But let’s hope it’s quickly followed by many others.
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Labour will make Britain a great
digital power: here’s how
The Guardian, 11th December 2017
The Teletext-era Tories have plunged us into a cyber depression. But Labour’s People’s
Plan for Digital will launch a science revolution for an innovation nation
So the facts are in. The Tories have given us a recovery that is worse than the one in the
1930s that followed the Great Depression. And families won’t see any improvement in
living standards until 2022. That’s why we should set a new ambition for Britain: to
become the world’s leading digital economy.
Today there are just 1.5 million jobs in the digital economy. That’s about 4% of the
workforce. But here’s the key point: digital jobs pay 40% more than the average wage.
That’s more than £190 a week. So transforming the number of digital jobs in our
economy is one of the fastest ways we can give Britain a pay rise.
Britain was one of the great homes of the scientific revolution. In fact, we’ve been
honouring our scientists like sovereigns since we buried Isaac Newton in Westminster
Abbey. It was the application of science that sparked the industrial revolution, which
made us the superpower of the steam age. Our challenge now is to become the great
power of the digital age. The Tories simply cannot deliver this.
Their stewardship of the education and skills system has left us with 12.6 million adults
who have no basic digital skills – that’s a quarter of all adults. This costs us £63bn in lost
output every year. In the 19th century we led the railway revolution. But today our
digital infrastructure lags behind our competitors. In 2016 “fibre-to-the-premises”
broadband was available only to 3% of UK premises – compared with 60% in South
Korea and 70% in Japan. Moreover, the government has not got a grip on creating the
sort of safe online space that is critical for the adoption of digital technologies to
accelerate. Cyber-crime cost UK businesses £29bn in 2016, yet the police are hopelessly
ill-equipped to tackle it. In fact, the UK has the second largest cyber-skills gap of 10
major countries.
Back in 1964, Harold Wilson labelled the Edwardian establishment of the Macmillan
government as hopelessly ill-suited to govern the jet age. Well, today’s Teletext-era
Tories, with their little-England mindset and free-market fetishes, simply lack the scale
of ambition we need to help Brexit Britain thrive in the global digital economy.
Here’s a case in point. Those parts of Britain that will be hit hardest by Brexit are among
the least well equipped to make a success of the digital economy. Research by the
House of Commons library shows that the 95 council areas expected to suffer most
from Brexit have average download speeds that are 65% worse than the areas that will
be hurt least.
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Labour will steer a different course. We will future-proof our digital infrastructure, with
a new universal service obligation of 30 megabits per second, followed by rollout of
ultra-fast broadband across the UK. We’ll transform the digital skills base, creating an
innovation nation with the greatest proportion of high-skilled jobs in the OECD, where
working people are able to re-skill with free, life-long education in further education
colleges. But, crucially, we’ll draw on the best ideas in the world to help get digital policy
right – and that means driving forward our digital democracy.
Back in 2015, the Speaker’s commission on digital democracy declared that parliament
“should be fully interactive and digital by 2020”. Since then, little has happened. Until
today. As a humble member of parliament, today I’m launching a deliberative
democracy website to help get digital policy right. Drawing on the approach pioneered
by new parties such as Podemos in Spain and city governments such as that of
Reykjavik, the People’s Plan for Digital aims to open up the debates we need to have in
parliament to help us get the right plans in place.
The great Nye Bevan once famously said: “We have never suffered from too much
vitality; we have suffered from too little.” When it comes to the digital economy taking
shape around us, that is no longer a mistake we can afford to make.
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It’s time to rewrite the rules of
economics to end the growing
chasm of inequality
The Guardian, 19th January 2017
We’ve launched an all-party group, with leading thinkers from across society, to reject
the flawed orthodoxy of shareholder value and trickle-down economics
The debate taking place between the snow-topped peaks of Davos this week will be
dominated by one issue and one issue alone, the surge in inequality. In a democracy,
anger isn’t abstract. As both the vote for Brexit and the election of Donald Trump show,
it turns up on polling day.
In the US, new research shows that in the rust-belt states an incredible 40% of those
born in 1980 are worse off than their parents. Here in the UK the gender pay gap still
looms large – and as the Institute for Fiscal Studies revealed, there has been a four-fold
increase in the number of men in low-paid, part-time work over the last 20 years. This
represents a stark betrayal of the implicit intergenerational contract of the postwar
years – that each successive generation would be better off than the preceding one.
And that betrayal is by no means confined to the post-industrial interior of the US; it is
in danger of becoming the social and economic condition of our age.
For years, we’ve known that what you earn depends on what you learn, and the access
to education and training that makes possible such learning. While wages for the highly
skilled, such as graduates, have been flat since 2008, a degree remains the key
determinant of a middle-class income. Thanks to Thomas Piketty and his colleagues, we
also know that today’s kings are asset owners, not wage earners. Our combination of
hyper-loose monetary policy and tight fiscal policy means that the asset-rich get richer
while the asset-and-income-poor get battered.
If you’re lucky enough to own a house or shares or pension rights, you’ve done well
since 2010: the stock market is up 40%; house prices are up by over a quarter; and the
“triple lock” on pensions in the UK will have channelled more than £33bn extra to those
with pension rights by 2020. Yet those on tax credits have seen their incomes fall
precipitously while, of course, benefiting not at all from asset-price inflation; needless to
say, they have little if any pension rights to protect.
Other leading economists, such as Robert Reich, Joseph Stiglitz and Jason Furman, have
shown categorically that the rules by which current economic policy is made are simply
not delivering private job creation, rising wages or the taxes needed for a flourishing
society. And that’s why it’s time to rewrite those rules. We don’t need a new account of
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widening inequality; what we need are new solutions and the actions to put them in
place.
That is why we are seeking to launch a new kind of debate in the hope of finding a new
kind of consensus. The sooner we find it, the sooner we can reject once and for all the
tired and increasingly flawed orthodoxy of shareholder value and trickle-down
economics that took shape with such force nearly 50 years ago. That’s why
parliamentarians and Sheffield Political Economy Research Institute have joined forces
to broker new solutions – bringing together leading thinkers in politics, academia,
business, finance, trade unions, churches and civil society – to pinpoint what needs to
change and how.
In her Brexit speech at Lancaster House this week, the prime minister spoke of her
determination “to build a stronger economy and a fairer society by embracing genuine
economic and social reform”. It was an echo of her message outside 10 Downing Street
last July. Left and right now agree the status quo is not an option – and that’s why we
aim to unite reformers across the political spectrum through an all-party group on
inclusive growth, to ensure together that the reality of change matches the rhetoric of
change.
We’re fast approaching the 10th anniversary of the greatest crash in economic history.
That’s long enough to have figured out how to do things better. After a year none of us
are keen to remember, it’s time to get down to work.
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The economy is failing. We need to
think radically about how to fix it
The Guardian, 25 October 2017
Post-crash, the UK’s economic growth has not recovered. New fiscal freedoms for the
regions are among the bold measures that could rescue it
The news that our recovery is now slower than after the Great Depression should sound
the death knell of an economic model that simply isn’t working.
The figures are salutary. When Wall Street sneezed in 1929, the UK very quickly caught
the cold. By 1932, the economy had shrunk by more than 5%. Unemployment spiralled
to an extraordinary 17%, setting the stage for turbulent politics fuelled by the rise of
both the British Communist party, which elected its first MP in 1935, and Oswald
Mosley’s British Union of Fascists.
After almost a decade of low growth and despite almost full employment, output is
refusing to bounce back to old norms
After the collapse of Lehman Brothers on 15 September 2008, the Wall Street infection
once again spread like lightning. The UK’s recession followed a very similar path to the
1930s. But despite much lower unemployment, our economy has rebounded at a far
slower pace than after the Great Depression.
Back in the 1930s, Britain abandoned the gold standard and free trade, replaced free
trade with tariffs and imperial preference, and adopted a new policy of cheap money
that created a housing boom. As new suburbs were built across the land, they fuelled
the spread of new businesses, such as retailers John Lewis, that catered for the new
middle class. By 1937, the economy had grown by more than 16%.
What a contrast to today. The Bank of England has offered cheap money once again,
and with our super-flexible labour markets, we have kept unemployment low – largely
through a surge in zero-hours contracts or self-employment. But the recovery has been
far, far slower. Nine years on from the crash of Lehman Brothers, our economy has
grown by less than 10% – a far weaker performance than during the 1930s.
The time has come to think more radically about the right medicine. Across the Atlantic,
the debate is well under way. In a radical paper prepared for this year’s International
Monetary Fund meetings, Larry Summers and Olivier Blanchard, observing similar
underperformance in America, have challenged policymakers to think far more radically
about new frameworks for monetary policy and a far bigger role for fiscal policy. We,
too, should now be debating both the theory and practice of economics in Britain.
Despite the rise of new extremists, the real revolution in thinking during the 1930s was
in the mainstream, as economists such as John Maynard Keynes sought new ways to
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mend, not end, the market. Today, economists have proved far slower to challenge the
orthodox economic models that are simply failing to predict or explain what’s
happening and which crucially, underlie the conduct of macro-economic policy.
Policy models assume that in the medium run, economic growth reverts to its long-run
trend. The art of policymakers, therefore, is to effect the right mix of fiscal and
monetary policy to nudge the economy back to an underlying pathway. But, after
almost a decade of low growth and despite almost full employment, output is refusing
to bounce back to old norms. So something is going wrong. Despite low interest rates as
far as the eye can see, corporate bodies are preferring to hoard cash – some £635bn of
it – rather than spend in an investment-starved economy which is struggling to become
more productive.
The academic community is finally getting its act together. A bold new programme
sponsored by the National Institute of Economic and Social Research is setting out to
transform the state of economic thinking, seeking to bring together a range of
disciplines to find new models that actually explain the world as it is. But the chancellor
must play his part by tackling some self-evident truths.
As the Organisation for Economic Co-operation and Development laid bare last week,
Britain’s problems are above all regional. London is an incredible 40% more productive
than Wales. And in contrast to the shibboleths of traditional growth theory, our regions
are failing to converge over very long periods of time. A bold new model would grant
new fiscal freedoms to regions to borrow to invest in infrastructure and housing – as
first proposed by the Keynes-inspired 1944 white paper on full employment. Devolution
of the apprenticeship levy would rescue a failing policy and allow regions to coordinate
technical education. And a radical boost to the Higher Education Innovation Fund would
transform the power of regional universities to provide research and development to
Britain’s underproductive small business base.
However elegant the strategy, said Winston Churchill, it’s good to occasionally look at
the results. Today’s economic results are disappointing. It’s time to change the theory
and practise of the strategy.
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WELCOME TO THE FUTURE OF
POLITICAL ECONOMY
Liam Byrne Website May 2017
The debate held amidst the snow-topped peaks of Davos this year was dominated by
one issue and one issue alone, the surge in inequality. In a democracy, anger isn’t
abstract. As both the vote for Brexit and the election of Donald Trump show, it turns up
on polling day, with potentially disastrous results for the health of the world’s
marketplace.
In the US, new research shows that in the rust-belt states an incredible 40% of those
born in 1980 are worse off than their parents. Here in the UK the gender pay gap still
looms large – and as the Institute for Fiscal Studies revealed, there has been a four-fold
increasein the number of men in low-paid, part-time work over the last 20 years. Young
people in Britain, according to the Resolution Foundation, can now expect to be £12,000
a year worse off in their twenties, than the generation before them.
The root of the problem is what the OECD describes as the ‘productivity-inclusiveness
nexus’; productivity growth, which is what drives standards of living, is flat. Wages as a
share of national income are falling – and a bigger slice of the wealth that is created is
carried off by those at the very top.
Today’s combination of hyper-loose monetary policy and tight fiscal policy means that
the asset-rich get richer while the asset-and-income-poor get battered. If you’re lucky
enough to own a house or shares or pension rights, you’ve done well since 2010: the
stock market is up 40%; house prices are up by over a quarter; and the ‘triple lock’ on
pensions in the UK will have channelled more than £33 billion extra to those with
pension rights by 2020. Yet those on tax credits have seen their incomes fall
precipitously while, of course, benefiting not at all from asset-price inflation; needless to
say, they have little if any pension rights to protect.
Yet beyond the economics of austerity, it is now clear that the four basic assumptions
that underpinned Anglo-Saxon political economy since the 1970’s – and the views of
politicians like me – are now broken, and need rethinking wholesale.
Much was owed to Milton Friedman and the thinking of the monetarists. In the years
after Friedman’s 1969 American Economic Association lecture, his ideas took hold; that
huge levels of public spending, and public borrowing, crowded out private investment
by driving up interest rates and inflation. The corollary was the small state, with low
levels of corporate tax, designed to spur investment and job creation. Fierce
competition in the marketplace would drive up productivity, and the ensuing wealth
created would trickle-down – sometimes with the help of big fiscal transfers like tax
credits – to enrich the majority of the population.
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New Labour brought some important changes of approach to the Thatcher-Lawson
years. New Labour recognised that demand management was important but could not
on its own deliver high and stable levels of employment; it provided a new institutional
framework for governing monetary policy including the independent Bank of England to
replace the failed policy of target chasing; and delivered active supply side policy –
targeting productivity, competitiveness and active labour market policy with policies like
the new deal, tax credits, the national minimum wage – support for high levels of
employment. Contrary to Nigel Lawson’s neat but contrived separation of macro-policy
to combat inflation and micro-policy to aid competitiveness, New Labour argued that
‘macroeconomic and microeconomic policy are both essential – working together – to
growth and employment’.
Figure 1: The UK economy produces high levels of inequality. Worse, wages as a
share of national income are falling – while the top 1% carry off a bigger and
bigger share (Source: Resolution Foundation; House of Commons library; OECD)
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For mnny
years there was much to the ‘constrained state’ theory. But those years are decisively
behind us.
First, it is clear that large scale government borrowing is driving up neither interest rates
nor inflation. As Larry Summers, Paul Krugman, Robert Gordon and Ben Bernanke have
all argued – with different explanations – there is today vast global surplus of savings
outstripping investment, and for as far as the eye can see, interest rates and inflation
expectations are, historically, rock bottom, despite government debt in Western nations
rising to 80-90 per cent of GDP.
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Figure 2: The Evolution of Global Interest Rates

Second, it is no longer clear that slashing taxes and red tape do actually spur the sort of
boost to investment that Government’s used to expect.
As Figure 3 sets out, since 2010, the UK government has delivered corporate tax cuts
totalling some £14 billion. And private sector investment has risen – by around £29
billion; but cash hoarding by the private sector has increased an extraordinary five times
more. An incredible £140 billion extra in cash (over 2011 levels) is now sitting in
corporate bank accounts.
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Figure 3: Corporate Tax Cuts and Private Sector Investment (Source: House of
Commons library)

liambyrne.co.uk |

/LiamByrneHodgeHill |

@LiamByrneMP

P a g e | 35

LI A M

BY RNE|

Battling for a better future – for us

At the very least, we can conclude that government strategy for mobilising investment is
significantly under-powered. When firms invest less, productivity stalls. And when
productivity stalls, wages stall. The bottom line is this: the marketplace alone is no
longer able to mobilise the investment society needs to drive forward economic
progress.
Third, it is no longer clear that in the new ‘platform economy’ dominated by new supergiants like Google, Apple, Alibaba and Facebook, productivity gains are diffused through
the economy as free market theory would suggest.
Figure 4: Productivity Gaps Between Frontier Firms and the Rest (Source: OECD)

The globalisation of the last thirty years has sparked the most extraordinary $8 trillion
merger wave, creating a vast new consolidation in the commanding heights of the
global economy. These new Olympians channel billions into brand building and
technology spending to create giant new barriers to competition; around 1,500 firms
now control about half of world-wide R&D. The result is, as the OECD has discovered,
that the productivity of industry-leading ‘frontier-firms’ is hugely ahead of the rest of the
economy. And if productivity gains are ‘hoarded’ by a handful of firms, then only a
handful of workers get well paid.
Fourth, it is no longer clear that ‘big states’ do indeed slow down economic growth.
What Lane Kenworthy has called social democratic capitalism, may in fact be better for
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economic growth, because it ‘encourages entrepreneurship, facilitates employment by
women and those from less-advantaged backgrounds, allows unemployed workers
more time to reskill and choose a productive job, and limits income inequality’.
What is the evidence? Well, nations like Denmark, Finland, Norway and Sweden all have
a tax take that is at the extreme end of advanced economies. And all have enjoyed
above average levels of economic growth (see Figure 5).
Figure 5: ‘Big States’ do not seem to suffer slow growth (Source: Lane Kenworthy)

liambyrne.co.uk |

/LiamByrneHodgeHill |

@LiamByrneMP

P a g e | 37

LI A M

BY RNE|

Battling for a better future – for us

The issue is thrown into sharpest relief by those nations that spend most on research
and development. There is more and more evidence that far from ‘crowding out’ private
sector investment, public science spending ‘crowds in’. This appears to have a crucial
effect on productivity growth. Some eight nations worldwide muster R&D spend of 3%
of GDP. All bar Finland, have enjoyed productivity gains over the last decade that well
ahead of the UK.
Figure 6: R&D spending and productivity growth (source: House of Commons
Library)

So what does all this mean for the future of political economy? It must mean a much
sharper focus on the institutions that shape the marketplace – and the rules that guide
them.
As the late, great Nobel economist Douglass North proved, the quality of a country’s
economic growth depends on the quality of its institutions. Look at Britain. As I argue
in Dragons, my history of British capitalism, down the ages there would have been no
British miracle if it wasn’t for great national institutions, like Parliament, the Royal Navy,
the Royal Exchange, the Royal Courts of Justice, the Royal Society, and the welfare state
first pioneered in places like Bournville, Port Sunlight and the board rooms of John
Lewis..
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Our challenge today is that the institutions needed to democratise the opportunities of
this new global order simply do not work for ordinary working people.
For instance, we have global institutions that can help reflate growth – but we’ve not
found ways of taxing the new wealth of nations: globally, $7.5 trillion is currently stashed
in tax havens. Some $6 trillion of that has never been taxed. That is a problem when we
need fiscal policy to carry more of the burden for driving up global demand.
Or, here at home, as many of the authors in this pamphlet point out, we lack the
institutions needed for this new age. As Caroline Spelman, Alison McGovern and
Richard Samans, all point out in this pamphlet, countries with better social institutions,
like childcare services, technical education systems and systems that give working
people access to assets like housing and pensions, do much better in creating inclusive
growth.
New ideas in economics only come along every so often. And orthodoxy takes time to
change. But, what is now clear is that the neoliberal orthodoxy of the past is collapsing
into the dust. A new philosophy of inclusive political economy is starting to take shape.
And that will be the meat of our debate for the rest of this parliament.
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A new agenda for inclusive growth
2017, OECD
A simple truth is now clear in economics.
Policymakers and politicians know how to globalise, but we do not know how to make
globalisation work for the majority of voters. And today we see the consequences of this
in referenda and elections around the world. Inequality in advanced countries is fuelling
huge political instability.
Since the fall of the Berlin Wall in 1989, we have succeeded in creating a global
marketplace of unprecedented depth and breadth. But it is a world of very rich, very
remote elites–where the top 1% now control half of global wealth.
In this giant market, how we do share the gains more fairly and restore some of the
stability of times gone by?
Once upon a time, we thought inequality was driven by “skill-biased technical change”.
We thought that what you earn depends on what you learn and policymakers thought
they had an answer: the former UK Prime Minister, Tony Blair, famously labelled it,
“education, education, education”.
But now it is clear this old formula is not enough. Old assumptions do not seem to work
anymore, and the result is stalling wages for millions of workers throughout the OECD
area. For instance, it is no longer clear that slashing taxes and regulation drives
investment. Global deregulation has not stopped huge global firms pausing investment
and creating huge new cash reserves for themselves. But when firms invest less,
productivity stalls. And when productivity stalls, wages stall.
As OECD research shows, in the new “platform economy” dominated by corporate
super-giants like Google, Apple, Alibaba and Facebook, productivity gains do not seem
to be diffused through the economy as free market theory would suggest. The result is
that productivity gains in most firms are weak; therefore, so is wage growth.
New answers are now needed. If the marketplace cannot mobilise the investment
society needs to power broad-based economic progress, then governments may need
to step in. This cuts against much of the old orthodoxies of the 1980s. But the world is
very different today.
First, it is clear that large-scale government borrowing is no longer driving up either
interest rates or inflation. As Ben Bernanke, Robert Gordon, Paul Krugman and Larry
Summers have all argued–with different explanations–there are vast global surpluses of
savings which today are outstripping investment. Interest rates and inflation
expectations are, historically, rock bottom, despite government debt in several OECD
countries rising to 80-90% of GDP.
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Nor is it clear that “big states” do indeed slow down economic growth. In particular, it is
now obvious that public spending on science benefits the private sector. Eight countries
muster R&D spending of 3% GDP. All but one have enjoyed productivity gains over the
last decade well ahead of the UK, which spends much less.
Key to progress now is the creation of a new generation of public-private institutions
that help democratise the opportunities of this new age–and nowhere is this more
urgent than on tax. We are at the very limit of monetary policy’s power to fuel global
demand and it is clear we need new public-private institutions to mobilise investment.
But the money needs to come from somewhere, and that is why tax reform is essential.
We have institutions–the legacy of Bretton Woods–that can help reflate growth, but we
have not found ways of taxing the new wealth of nations. The result is that, by some
estimates, US$7.5 trillion is now stashed in tax havens–some $6 trillion of which has
never been taxed.
So what needs to change? First, we have to radically strengthen democratic oversight of
tax arrangements. Our tax authorities are paranoid about keeping politicians away from
individual tax deals–for good anti-corruption reasons–but the result is an
unaccountable process of settling giant corporate tax liabilities informally.
Second, tax transparency, as the OECD has championed, has to be delivered. The world
has got to get a grip on where multinationals are paying tax, while governments should
use a new generation of trade deals to insist that multinationals deliver country-bycountry reporting of taxes paid.
Third, we have to accelerate the new debate about wealth taxes. The years of austerity–
and hyper-loose monetary policy–have been good for those who own assets. If you are
lucky enough to own a house or shares, you have done well since 2010: the stock
market and property prices are up but wealth taxes remain largely unreformed.
Fourth, we have to transform the strength of tax authorities and, most important of all,
we have to change the narrative around tax, reframing tax not simply as a “revenue
raiser”, but the price we all should pay for progress.
“The art of taxation,” said the French statesman Jean-Baptiste Colbert, “consists in so
plucking the goose as to procure the greatest quantity of feathers with the least
possible amount of hissing.” Right now the wrong people are hissing. Not the wealthy,
but the poor. It is another truth of recent economics, which we must now change.
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Time to charge Britain’s Isis fighters
with genocide
The Times, September 20th 2017
We always knew that as we smashed Isis in the Middle East, their agents of horror
would lash out abroad. And so it seems.
Last week’s tub-bomb on the Tube is this month’s reminder of our generational
struggle. So why have we not yet thrown the full weight of international law against our
enemies with prosecutions for genocide?
No-one now disputes genocide is the crime we can hang around the neck of Isil’s army
of evil. The House of Commons, the European Parliament, the Council of Europe, the US
Congress, and the national assemblies of France, Austria, Lithuania, Canada and
Australia have all condemned Daesh’s actions as genocide, along with Pope Francis.
These careful views of the conclusive evidence of mass killing, torture, beatings, rape
and sexual slavery and abuse perpetrated against the Yazidi, Christians and non-Sunni
Muslim are based on expert assessments. Among the witnesses are none other than
the United Nations’ (UN) Independent International Commission of Inquiry on the Syrian
Arab Republic, the UN High Commissioner for Human Rights and the UN Special
Rapporteur on Minority Issues. There is no doubt.
But, as it happens, prosecutions for this most hideous offence cannot yet be brought in
either Syria or Iraq. Neither is a signatory to the Treaty of Rome which created the
International Criminal Court. The UN Security Council has been stopped by Russian veto
for referring the situation in Syria to the ICC. Iraq on the other hand, sees the case to
join. It has asked the UN in assembling what it needs. And Britain is supporting the
effort. But let’s be honest, bringing criminals to justice in Iraq, never mind Syria, will be a
long and winding road.
So we cannot and should not stand back.
Britain has signed the Treaty of Rome. We support the International Criminal Court.
Indeed, under the 1948 Genocide Convention, we have an obligation to take prompt
and effective action both to prevent and punish acts of genocide. And we can try our
own nationals for participating in crimes abroad, not least because there are good
grounds for bringing charges against even those, who might claim “they were merely
following orders”. UK policy is very clear; we allow the exercise of universal jurisdiction,
like the ICC, over offences under international law.
That means we can prosecute those of our citizens caught in this country, who fought
with militants abroad but then came home to escape a death on the battlefield.
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MI5 believe that over 800 of our fellow country men women went to fight in Iraq and
Syria. Over 400 have come home. Perhaps 150 have been deprived of their citizenship.
But evidence supplied to a Council of Europe investigation suggests that just “eight
returnees have been convicted for terrorist offences”. And answers to me in parliament
last week confirm that not a single returning fighter has been prosecuted either for
genocide or war-crimes.
“The arc of the more universe is long” as the saying goes and it does “bend towards
justice”. In former Yugoslavia, in Rwanda, in Sierra Leone, in Lebanon, in BosniaHerzegovina, in Cambodia, in East Timor, the international community found ways to
work together to send a powerful signal to the world, that we would bring to justice
those who commit crimes against humanity.
So surely we should stretch ourselves today.
If we cannot convict Daesh itself, let’s at least hand over British nationals to the ICC
wherever and whenever we can. Convictions for genocide or war crimes will send the
clearest message, defining the character of the enemy we face. And our determination
to win.
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Labour is taking on the crisis of
Englishness with a bold campaign
The Guardian, 19th July 2017
The English Labour Network aims to think radically about championing this country,
from St George’s Day celebrations to regional ministers
Identity is one of the most powerful forces in politics today, yet in England Labour has
danced around it – until now. The launch of the English Labour Network is bold and
overdue. Its radical potential needs mining fast.
In the last Labour government, I was a leading advocate of “Britishness”, in a debate led
by Gordon Brown with much passion and merit. But we were swimming against the
tide. The truth is that Scottish and Welsh devolution, the pace of social change and the
decline in trust, which we can see accelerating across the west, has provoked a crisis of
Englishness. Rather than avoid the issue, Labour needs to address, shape and draw
rejuvenating energy from it. That’s why I am a passionate convert to the debate.
The Brexit vote was a sign that there is no time to lose. The need for collective solutions
is going up – yet levels of social trust are going down. This is an existential problem for
Labour because we are the party in British politics that believes we achieve more
together than we achieve alone. Labour is a “we” brand. We believe in doing stuff
together. But how do we inspire people to cooperate in a world where people feel
cooperation is making them poorer? How to refresh fraternity in a country that seems
to be turning inward?
Connecting with English identity is one way that will help. As Yuval Noah Harari put it so
well in his bestseller Sapiens: A Brief History of Humankind: “Imagined orders [like
national identity] are not evil conspiracies or useless mirages. Rather, they are the only
way large numbers of humans can cooperate effectively.” And more cooperation, not
less, is what our country needs today.
Now, we are wise to be wary and careful. We have to be clear that patriotism and
nationalism are two very different things. Our patriotism, our Englishness has to be by
definition, inclusive, true to its radical traditions, and as much about our future potential
as our past. Charles de Gaulle put it rather well when he observed that patriots were
people who loved their country first; it was nationalists who put their hatred of others
first.
Nor should we have much interest in dusty history, when it is English ideals that can
furnish us with so much renewing energy. These are things we should debate.
England is a green and pleasant land. So English Labour should be green Labour in
every way, championing conservation, low carbon energy and control of climate change.

liambyrne.co.uk |

/LiamByrneHodgeHill |

@LiamByrneMP

P a g e | 46

LI A M

BY RNE|

Battling for a better future – for us

English Labour should author a proud, bold conservationist project that defends the
countryside and greens our towns and cities.
The best of the English politics was its radicalism about power. English Labour should
be ambitious for the radical diffusion of power, through devolution and cooperatives.
Our parliament should champion England effectively – not merely with English votes for
English laws but by finding ways to champion England, from Cumbria to Cornwall, with
full-time regional ministers, a committee of English regions and – one day, I hope –
Lords reform that enshrines regional lists of representatives.
We should be great champions of the English language, and care for it so much that we
want it spread, here at home with proper funding of English for speakers of other
languages, and around the world, with serious investment in the BBC World Service and
the British Council. Because we’re one of the world’s most important homes of the
scientific revolution, a country that has buried its scientists with its sovereigns since we
interred Isaac Newton in Westminster Abbey, we should be the greatest champions of
science.
We should be imaginative about inclusion. For me, as a Birmingham MP, that means
working hard to stop extremists defining Englishness as opposed to Islam, and instead
help create the space to foster an English Islam. This is the spirit championed by
thinkers such as Timothy Winter, who recently put it well: “Muslim-ness”, he wrote, “is
always hyphenated, because no religion can exist naked, without the clothes supplied
by time and place.”
Finally, let’s not forget the need to party in pursuit of progress. A new bank holiday to
celebrate what we have in common should be Saint George’s Day. You might have a
different list of traditions and ideals. But this is exactly what I hope the English Labour
Network can help debate.
It was George Orwell who wrote: “Patriotism has nothing to do with Conservatism. It is
actually the opposite of Conservatism, since it is a devotion to something that is always
changing and yet is felt to be mystically the same. It is the bridge between the future
and the past.” It is that bridge to the future that I think the English Labour Network can
help create.
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Britain needs its old buccaneering
spirit post-Brexit to lead the world
The Telegraph, 9th October 2017
In the argy-bargy over Brexit, we’re losing sight of a bigger truth. We’re rapidly losing the
race to become this century’s digital superpower.
If Westminster’s Brexiteers have one ambition, it is to "restore" Britain’s place as a Great
Trading Nation. Freed of Brussels bureaucracy, so the story goes, our entrepreneurs
will be free to soar away and replenish the nation’s fortunes. Earnest hopes are offered
that ‘the British lion’ will roar again.
It’s a potent tale, because as it happens, Britain’s rise to become the great superpower
of the steam age was indeed powered by some of the greatest entrepreneurs on earth.
And in my new paperback Dragons: Ten Entrepreneurs Who Built Britain, I tell their
amazing story.
Here are founders of British capitalism, like Dick Whittington who jostled the Italians for
control of England’s cloth trade. The buccaneers like Sir Robert Rich who built the great
Atlantic trading companies of early America. Visionaries like Matthew Boulton, the
pioneer of the steam engine business and Nathan Rothschild, who transformed the City
of London. Victorian capitalists like George Cadbury and William Lever, and of course,
the greatest shopkeeper in a nation of shop-keepers, John Spedan Lewis.
Theirs are the "animal spirits" we need today in our new post-Brexit world, to drive the
entrepreneurial surge to create new industries - in big data, cyber-security, genetic
science, or the internet of things - new jobs, new wealth and new possibilities.
Now, we should be optimistic about the task.
Company formation rates are at the highest level ever; Britain boasts nearly 2 million
more firms than at the turn of the century; there are more self-employed than ever
before - and over 40 per cent of Europe’s "unicorns" (new firms worth over $1 billion)
are UK based. By the next election, there will be more self-employed people than public
service workers, and there are now over 2,000 eBay millionaires. "Mumpreneurs" often
trading through websites like Etsy, last year added over £7 billion to the British
economy, supporting over 200,000 jobs.
Yet peep over the horizon and see what the competition is up to.
Historians love asking why the Industrial Revolution started in Britain and not in China.
Well, today, it’s China’s Red Tech Revolution that is powering ahead.
Next year, China will become the world’s number one science spender. China’s 89
“unicorns” are worth almost as much as America’s. China’s fintech and electric vehicles
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sectors are world leading. Cashless payments on apps like WeChat totalled $8.6 trillion
last year, dwarfing the US. In fact, China is on course to become the world’s first
cashless society. China’s ride hailing firm, Didi Chuxing beat off Uber. Its bike sharing
firm Ofo is now global.
So, it's time for Britain to raise its game because we need to be doing much, much
better.
Globally, we’re only 48th out of 60 in the global enterprise league table. Of the top 300
companies created in the last thirty years, only a couple are British. There were once
two British websites in the global 100 - but now they are both sort of American google.co.uk and amazon.co.uk. The total value of all European "unicorns" at around
£85 billion, is just half the value of Facebook.
The lesson of history is fairly clear: entrepreneurs do not in fact work alone. They do
best when governments are on their side providing the stuff they need to thrive; like law
and order, government contracts, a well-trained labour force, big science budgets, and
yes, sensible policies on trade.
So its time for a bold plan to help unleash the best traditions of British enterprise.
In our schools, it’s time to teach every child how to write a business plan. In our
colleges, lets put enterprise centre-stage.
We need a radical new debate about raising R&D spending up to the level of our
competitors, who typically spend 3 per cent of GDP on science and research - about
twice the level of Britain. Start-up Loans are working - but too few go to young people; if
we raised our youth enterprise rates to the level of Germany and the US, we’d create
another 100,000 jobs. Growth capital for high growth firms to scale up is in short supply
- technical skills are even thinner on the ground, and Government is doing much too
little to support high growth firms with contracts. In fact, last year there was a whopping
25 per cent fall in the government purchases from small firms.
Down the ages, Britain’s entrepreneurs offer us an extraordinary inspiration. Of course,
there are angels and demons. Fortunes that were won and lost. Some that fail and
some that strike the jackpot. But at their best, Britain’s enterprise spirit has driven
forward innovation, new industries, and world-beating firms which not only created new
wealth but invented new ways to share it from Port Sunlight to Bournville to the
boardroom of John Lewis. Its a lesson from history we desperately need to remember
today.
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Titans of history: Lessons from the
entrepreneurs who built Britain
City AM, 15th November 2017
The history of the modern world is bound up with that of Britain.
There are many theories of how and why we spawned the Industrial Revolution and had
such an impact on international affairs, but none is complete without accounting for the
British people, and the entrepreneurs who built Britain and changed the world.
In Dragons: Ten Entrepreneurs Who Built Britain, I delve into the history of some of the
leaders who were pivotal in building the country.
From the great cloth barons like Dick Whittington, to great buccaneers like Robert Rich,
who created the colonies and companies of the Americas and the Caribbean. To the
traders, like Thomas Pitt, who made fortunes building new trading empires in the East.
And the capitalists, like Nathan Rothschild, who founded the City of London. Opium
dealers, like William Jardine, who founded Hong Kong, and imperialists and
warmongers, like Cecil Rhodes, who built an empire. As well our brand builders, like
George Cadbury, and John Spedan Lewis, who brought the products of the earth to the
great British high street.
So, what can we learn from these titans of history?
First, entrepreneurs need finance to succeed. As Thomas Pitt said in the early 1690s:
“there can be no working without good tools”, and centuries later Nathan Rothschild
was fond of his edict that “money makes money”. The barriers for starting a business
have never been lower and the UK leads the world in crowdfunding, but we need to be
alert to where the big bucks are going and why.
The Entrepreneurs Network’s report Untapped Unicorns recently revealed that only
nine per cent of publicly announced funding went to female-led businesses. Part of this
is due to unconscious biases of the VC industry. University of California and Harvard
University, revealed that a female name, picture, or voice cut the odds of receiving
investment. The 10 entrepreneurs included in Dragons are all men; I hope that future
authors aren’t forced to do the same.
The entrepreneurs in Dragons also had a knack for being in the right place at the right
time, whether that involved moving to the colonies like Robert Rich, or to Britain, like
Nathan Rothschild, who moved from Frankfurt to Manchester. This cosmopolitan
mindset has been vital to our success and will serve us well as we head towards Brexit.
There are other traits that bind Britain’s greatest entrepreneurs – whether it’s spotting a
winning idea, taking calculated risks, or leading from the front. But perhaps the most
inspiring is their desire to change the world.
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Robert Rich fought for Britain’s interests against Spain.
William Jardine was instrumental in convincing the country’s leaders to use firepower in
defence of free trade.
Nathan Rothschild created the European bond market and in 1825 was able to supply
enough coin to the Bank of England to avert a liquidity crisis.
Through sick funds, pension schemes and education services, George Cadbury used his
success to look after his workers.
And John Spedan Lewis was setting out through his innovative partnership model to
build something that “makes work something to live for as well as something to live by”.
The very best entrepreneurs have higher-level objectives. This sense of purpose guides
many of the Leap 100 entrepreneurs, and they, like all of us, should be inspired by our
incredible ancestors.
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Counter-Narratives to Terrorism
Introductory Memorandum
Rapporteur: Mr Liam Byrne, United Kingdom, Socialist Group

1.

Introduction
1.1.

Procedure

On 25 November 2016, the motion for a resolution on “Counter-Narratives to Terrorism” (Doc.
14032) was referred to the Committee on Legal Affairs and Human Rights for report.1 I was appointed
1.

rapporteur by the Committee at its meeting in Strasbourg on 23 January 2017.
1.2.

Issues at stake

2.
‘Over the past two decades, the international community has sought to address violent
extremism primarily within the context of security-based counter-terrorism measures’. However, ‘there
is a growing international consensus that such counter-terrorism measures have not been sufficient to
prevent the spread of violent extremism.’2 Terrorist attacks after those of 11 September 2001 have
been characterised by a change in the nature of the terrorist threat, with home-grown terrorism
becoming an increasingly common occurrence.
3.
The Council of Europe has taken an important role in countering terrorism, by drafting the
Convention on the Prevention of Terrorism in 2005 (CETS No.196) and the Additional Protocol to the
Convention on the Prevention of Terrorism in 2015 (CETS No.217). The Committee of Ministers’
Action Plan for 2015-2017 on ‘the fight against violent extremism and radicalisation leading to
terrorism’ also identified a number of areas of key importance, including ‘providing a counter-narrative
to the misuse of religion’, aiming to counteract the destructive messages of extremists with counternarratives (CM(2015)74, section 2.1.3.). In its Resolution 2091 (2016) on ‘Foreign fighters in Syria
and Iraq’,3 the Parliamentary Assembly called for action “to spread counter-narratives aimed at
exposing extremist discourse and dissipating illusions about the real situation in the territories held by
Daesh and the fate of its recruits, in particular by using testimonies of returnees who have witnessed
first-hand the nature of Daesh”. Furthermore, the Committee of Experts on Terrorism (CODEXTER) is
currently elaborating a new draft recommendation on terrorists acting alone, an element of which will
focus on the development of counter-narratives and alternative messages.4
4.
The internet has transformed the way that terrorist organisations can influence and radicalise
people, with terrorist narratives easily accessible to a large global audience. Nearly every terrorist
group has its own website and some even maintain multiple sites in different languages with different
messages tailored to specific audiences. This has raised questions of how defenders of peaceful
coexistence between persons having different religious or philosophical convictions can respond with
their own media and communication strategies.
1

Reference to Committee No. 4209 of 27 May 2016, as modified on 25 November 2016.
UN General Assembly, Plan of Action to Prevent Violent Extremism, 24 December 2015, para. 4.
3
Adopted on the basis of a report by the Committee on Political Affairs and Democracy, Rapporteur: Mr Dirk Van
der Maelen, Belgium, Socialist Group, Doc. 13937.
4 See Committee of Experts on Terrorism, 9th Meeting of the Bureau (8 March 2017), Abridged Report and List of
Items Discussed and Decisions Taken, 16 March 2017.
2

1

5.
In the light of recent events, the development of counter-narratives, i.e. of messages that offer
a positive alternative to or deconstruct or delegitimise violent extremist narratives and challenge their
ideologies, is growing increasingly necessary. 5 Defeating Daesh and other terrorist groups will require
us to defeat their ideas, including the suggestion that Islam is under attack, that there is a clash of
civilisations; that ‘the West’ and Islam are ‘at war’, and that it is the religious duty of Muslims to come
to the defence of Islam by joining these violent extremist groups.
6.
In this introductory memorandum, I shall therefore highlight the need to better understand the
radicalisation process, exploring how and why individuals become terrorists. I shall then address the
difficulties faced by counter-narrative strategies in targeting these narratives towards relevant
audiences and measuring constructive impact, and suggest factors to consider in creating effective
counter-narrative initiatives. Lastly, I shall discuss the concept of shared values and the importance of
identifying the overlap between Convention values and core Islamic teaching, in order to develop
effective counter-narratives based on these shared values. In conclusion, I shall make some
proposals concerning further work.
2.

The radicalisation process
2.1

Current issues

7.
Prior to the events of 11 September 2001, the causes of terrorism were considered within a
three-level framework, ‘involving factors of: individual motivation and belief systems; decision-making
and strategy within a terrorism movement; and the wider political and social context within which
terrorist movements interact.’6 In recent years, however, the notions of ‘extremism’ and ‘radicalisation’
have come to the forefront of both international and domestic counter-terrorism discourses. In my
view, these radicalisation models place too much emphasis on individual motivation and belief
systems, focussing on ‘ideology as the main precursor to violent extremism’, 7 and neglect the second
and third factors previously identified,8 thus de-emphasising the wider circumstances and the context
within which terrorism arises.9 This idea of a linear relationship between radicalisation and terrorism,
also known as the ‘conveyor belt’ theory, forms the basis of numerous counter-terrorism initiatives.
However, this theory is widely disputed and has been discredited to some extent.10 Some researchers
argue that violent activity can also precede radicalisation, i.e. individuals can adopt a terrorist group’s
ideology after engaging in terrorism to retroactively justify their violent action.11 Moreover, it has been
shown that radicalisation does not necessarily lead to violence; it is therefore possible for individuals
to hold extreme views without transgressing to violent extremism.12
8.
There is currently no internationally accepted definition of ‘radicalisation’ and no consensus on
this complex and controversial issue, since ‘about the only thing radicalisation experts agree on is that

5

H. Tuck & T. Silverman, ‘The Counter-Narrative Handbook’, Institute for Strategic Dialogue (2016), at p. 1.
M. Crenshaw, ‘The Causes of Terrorism’ (1981) Comparative Politics 13:4, pp. 379-399 in A. Kundnani, A
Decade Lost: Rethinking Radicalisation and Extremism, (2015), at p. 14.
7 D. Hussain, ‘2016: The Beginning of the End of Prevent’ Huffington Post, 29 January 2016,
http://www.huffingtonpost.co.uk/dilly-hussain/prevent-beginning-of-end_b_9065820.html.
8 A. Kundnani, A Decade Lost: Rethinking Radicalisation and Extremism, (2015) at p. 14.
9 M. Sedgwick, ‘The Concept of Radicalization as a Source of Confusion’ (2010) Terrorism and Political Violence
22:4, at pp. 480-481.
10 See C. Walker & J. Rehman, ‘“Prevent” responses to jihadi extremism’ in V. Ramraj et al. (eds.), Global AntiTerrorism Law and Policy 2nd edn. (Cambridge, 2012), 242-268, at p. 250; I. Cram, ‘The “war on terror” on
campus: some free speech issues around anti-radicalization law and policy in the United Kingdom’ (2012) 6
Journal for the Study of Radicalism 1-34, at p. 14; A. Pargeter, ‘North African immigrants in Europe and political
violence’ (2006) 29 Studies on Conflict and Terrorism 731, at p. 737; J. Githens-Mazer & R. Lambert, ‘Why
conventional wisdom on radicalization fails: the persistence of a failed discourse’ (2010) 86 International Affairs,
889-901, at p. 894; J. Bartlett et al., The edge of violence: a radical approach to extremism (London, 2010), 7.
11
See e.g. M. Sageman, Leaderless Jihad (Philadelphia, PA: University of Pennsylvania Press, 2008).
12 J. Bartlett & C. Miller, ‘The Edge of Violence: Towards Telling the Difference Between Violent and Non-Violent
Radicalization’, 24 Terrorism and Political Violence, 1 (2012); USAID, Guide to the drivers of violent extremism
(2009).
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radicalisation is a process.’13 However, radicalisation cannot be effectively prevented without first
better understanding its root causes.
2.2

Factors to consider

9.
‘There is no single path that leads people to violent extremism’,14 every case is different, and
men and women of all social origins may be affected. However, a number of possible contributory
factors have been identified. One definition of radicalisation presents the process as a ‘multifaceted
combination of push-pull factors involving a combination of socio-psychological factors, political
grievance, religious motivation and discourse, identity politics and triggering mechanisms that
collectively move individuals towards extremism.’15 In addition, socio-economic factors may also play
a part. Regarding grievances in particular, the sources vary extensively ‘but could include poor family
relationships, bullying at school or within social groupings,’ 16 poverty, a lack of prospects, and a
country’s foreign policy. It has been suggested that, in some cases, once this negative viewpoint has
set in, radical ideology then ‘battens on to the grievance and makes sense of the grievance and that
makes sense of the person’s life’. 17 Exposure to violent extremist content online can have a much
stronger effect on individuals who already have existing beliefs or anxieties and who then come to feel
a sense of belonging. Real world or offline exposure is therefore equally as important. Other factors
that have been identified as contributing to radicalisation include ‘an element of brainwashing, and
involvement in gang violence and low-level crime.’18
10. Recent studies have associated increases in online extremist language with increases in offline
extremist or identity-based crimes.19 However, whilst ‘there is some evidence suggesting patterns of
discourse and communication such as hate speech, dehumanisation, and identity-based narratives
(or propaganda) can contribute to conditions where’ violent extremism becomes more likely, ‘the
causal relationship remains unproven.’20
11. The reasons why certain violent extremist narratives can be so appealing should therefore be
further considered, alongside the reasons why individuals join terrorist organisations and why some
have decided to leave. The differences in the radicalisation and de-radicalisation processes in
different countries should also be addressed, as well as the ways in which the radicalisation process
is changing as the terrorist threat evolves. These comprehensive assessments, on all aspects of the
radicalisation process, should be taken in order to develop a shared understanding of the patterns of
radicalisation.
3.

Counter-narrative strategies
3.1

Definition of counter-narratives

13

M. Nasser-Edine et al., Countering Violent Extremism (CVE) Literature Review (Canberra: Australian
Government, Department of Defence, 2011), at p.13.
14 J. Evans interviewed by D. Gardham, ‘MI5 Chief Warns of Threat from Global Recession’, Telegraph (London),
7 January 2009, http://www.telegraph.co.uk/news/uknews/defence/4144460/MI5-chief-warns-of-threat-fromglobal-recession.html.
15 M. Ranstorp, (ed.), Understanding Violent Radicalisation: Terrorist and Jihadist Movements in Europe (New
York: 2010), 6.
16 UK House of Commons Home Affairs Committee, Radicalisation: the counter-narrative and identifying the
tipping point, Eighth Report of Session 2016-2017, 25 August 2016, para. 11.
17 D. Anderson Q.C., UK Independent Reviewer of Terrorism Legislation, A question of trust: Report of the
Investigatory Powers Review, June 2015, pp. 42–43.
18 See UK House of Commons Home Affairs Committee, Radicalisation: the counter-narrative and identifying the
tipping point, Eighth Report of Session 2016-2017, 25 August 2016, para. 12.
19 See e.g. E. Soltas & S. Stephens-Davidowitz, ‘The Rise of Hate Search’, The New York Times, 12 December
2015, https://www.nytimes.com/2015/12/13/opinion/sunday/the-rise-of-hate-search.html, which showed that when
online anti-Muslim hate searches spiked, so too did anti-Muslim hate crime; M. Littler and M. Feldman, Tell Mama
Reporting 2014/15: Annual Monitoring, Cumulative Extremism, and Policy Implications, Centre for Fascist, AntiFascist, and Post-Fascist Studies, Teesside University, June 2015.
20 K. Ferguson, Countering violent extremism through media and communication strategies. A review of the
evidence, 1 March 2016, at p. 3.
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12. Although there is no single pathway to terrorism, terrorist groups’ extensive range of
communicative strategies ‘are critical for promoting the adoption of beliefs and attitudes that place
nonviolent target audiences at greater risk for subsequent engagement in terrorism.’ 21 The most
persuasive of these strategies involves the use of narratives, the main function of which is to ‘convey
ideology, values, justifications, or core concerns’ to audiences including sympathisers, would-be
members, and the wider public. In order to address this issue, recent counter-terrorism discourse has
tended towards confronting the underlying supportive narratives of terrorist groups through the
creation of counter-narratives and, in turn, discouraging the support for terrorism that these narratives
foster. Counter-narratives, in the context of countering violent extremism (CVE), have been defined as
‘intentional and direct efforts to deconstruct, discredit and demystify violent extremist messaging,
whether through ideology, logic, fact or humour.’22 Counter-narratives aim to challenge and contradict
the themes intrinsic to the terrorist narrative.
13. As mentioned above, identifying those at risk of being radicalised and then attracted to
extremist behaviour is very challenging, which makes the task of finding a solution to counter
extreme, terrorist views a complicated and difficult one. It emerges, therefore, that a single,
overarching, counter-narrative cannot be developed. As will be seen, a complex construction of a
multitude of different types of messaging and media should be used instead, in conjunction with local
action on the ground.
3.2

Issues to consider

14. It is important to recognise the difficulties counter-narratives have faced in the past, so as to be
able to create successful strategies for future use. Counter-narrative strategies have been criticised
as being too removed from the everyday lives and experiences of the people, in particular young
people, at whom they are targeted.23 Moreover, some research proposes that counter-narrative
strategies may, if they fail to gain traction, do more harm than good and prove to be counterproductive. There is a risk in that, in attempting to counter the terrorist narrative, the said narrative can
actually be reinforced rather than contradicted. 24 It has also been suggested that this issue ‘is
compounded by an insistence that European Muslims condemn terrorism – which serves only to
entrench the Islamisation of the problem.’25
15. Several academic reviews of national counter-narrative policy in the United Kingdom, the
United States of America, Canada and Australia (where most counter-narrative activity has taken
place to date)26 have criticised such policies, unable to identify tangible positive outcomes.27 It
remains difficult, however, to determine the success of counter-narrative initiatives since
methodologically robust monitoring and evaluation is currently lacking in this area; but more rigorous
impact assessments are being developed.28
3.3

Message

21

K. Braddock & J. Horgan, ‘Towards a Guide for Constructing and Disseminating Counternarratives to Reduce
Support for Terrorism’, Studies in Conflict & Terrorism, 39:5 (2016), 381-404, at p. 385.
22 R. Briggs & S. Feve, ‘Review of Programs to Counter-Narratives of Violent Extremism: What works and what
are the implications for government?’, Institute for Strategic Dialogue (2013), see Executive Summary.
23 D. Johnston, ‘We don’t need a counter-narrative, they are the counter-narrative!’, International Center for
Religion & Diplomacy Monthly Update, 10 March 2017.
24 Dr. A. Reed, ‘IS Propaganda: Should We Counter the Narrative’, International Centre for Counter-Terrorism, 17
March 2017.
25 P. Bell, ‘ISIS and violent extremism: Is the West’s counter-narrative making the problem worse?’ Influence, The
Chartered Institute for Public Relations, 25 June 2015.
26 Although France, Finland, the Netherlands, Nigeria, Norway, Spain, and Switzerland have also drafted national
strategies to combat terrorism with a particular focus on the prevention of violent extremism, see C. Nünlist, ‘The
Concept of Countering Violent Extremism’, CSS Analyses in Security Policy 183, December 2015, at p. 2.
27 See S. Logan, ‘Grasping at thin air; countering terrorist narratives online’ in A. Aly et al. (eds.) Violent
Extremism Online: New Perspectives on Terrorism and the Internet (2016); A. P. Schmid, ‘Al-Qaeda’s “Single
Narrative” and Attempts to Develop Counter-Narratives: The State of Knowledge’ (2014); R. Briggs & S. Feve,
‘Review of Programs to Counter-Narratives of Violent Extremism: What works and what are the implications for
government?’, Institute for Strategic Dialogue (2013).
28 K. Ferguson, Countering violent extremism through media and communication strategies. A review of the
evidence, 1 March 2016, at p. 8.
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16.
‘There is still limited understanding about what makes an effective counter-narrative
campaign.’29 However, a number of important factors have been identified. It is essential to start with
defining the objective of the campaign. By the same token, the target audience must also be identified
at the outset. It has been suggested that targeting counter-narratives ‘solely at those few who are on
the brink of being recruited’ is far too restrictive an approach. 30 Target audiences could be
geographically based (i.e. local projects) or globally based (i.e. online, through the use of social
media), and may also include those who for different reasons feel connected to a war or conflict in a
foreign country, regardless of their country of origin or nationality. 31 Where possible, counter-narrative
content should be developed in cooperation with members of the target audience themselves to
enhance the effectiveness of their reception. 32 ‘[M]ore research is [also] needed to understand how a
specific target audience responds to certain ideas.’ 33
At an expert meeting in June 2014, the International Centre for Counter-Terrorism (ICCT)
identified a number of different types of counter-narratives.34 It was noted that the term ‘counternarratives’ implies responding and reacting to terrorist narratives. However, merely reacting is not
enough. It was recommended, therefore, that counter-narrative efforts focus on creating proactive,
positive and alternative narratives.35 Other types of narratives suggested included strategic counternarratives, condemning violent extremists and their efforts; ethical counter-narratives, pointing out that
violent action is not a moral way of achieving aims and focussing on shared values, highlighting the
commonalities between all humans and calling for a better co-operation between all nations and
peoples; ideological and religious counter-narratives; tactical counter-narratives, emphasising that
violence in the long term is often less effective than more peaceful methods (although it was noted
that the main obstacle here is providing an alternative that still allows for the individual, group or
organisation to potentially achieve their goals in a non-violent way). A positive call to action and a
clear articulation of a shared identity and sense of belonging are also important components of a
counter-narrative strategy.36
17.

18. ‘Undermining terrorist and extremist leadership should constitute one part of the approach,’
creating messages that significantly detract from their authority and credibility. 37 Furthermore,
focussing on the hypocrisy of the ideology has also been suggested, demonstrating civilian and
Muslim suffering at the hands of terrorists. Similarly, portraying terrorists as common criminals may
also aid in highlighting the hypocrisy of the terrorist narrative. Counter-narratives should also convey
the reality of life as a terrorist.
19. Hate speech should be challenged, through both regulation and legislation, but also by
promoting media pluralism to ensure no communities are excluded. 38 IT companies, including
Facebook, Twitter, YouTube and Microsoft, have taken a first step towards assuming more
responsibility for countering the spread of hate speech online. 39 However, ‘tackling hate speech
requires a far more comprehensive strategy than simply banning or blocking content.’ 40 Rather, the

29

R. Briggs & S. Feve, ‘Review of Programs to Counter-Narratives of Violent Extremism: What works and what
are the implications for government?’, Institute for Strategic Dialogue (2013), see Executive Summary.
30 C. Winter, ‘The Virtual ‘Caliphate’: Understanding Islamic State’s Propaganda Strategy’, Quilliam Foundation
(2015), at pp. 43-44.
31 International Centre for Counter-Terrorism, Developing Effective Counter-Narrative Frameworks for Countering
Violent Extremism, September 2014, at p. 6.
32 Ibid.; see also H. Tuck & T. Silverman, ‘The Counter-Narrative Handbook’, Institute for Strategic Dialogue
(2016), at p. 17.
33 R. Briggs & S. Feve, ‘Review of Programs to Counter Narratives of Violent Extremism: What Works and What
are the Implications for Government?’ Institute for Strategic Dialogue (2013), at p. 12.
34 Ibid., at p. 2.
35 Ibid.; see also Dr. A. Reed, ‘IS Propaganda: Should We Counter the Narrative’, International Centre for
Counter-Terrorism, 17 March 2017.
36 Q. Aslm, ‘Shared Values And Identity Can Help Us All Stand Up Against Terror’, The Huffington Post, 28
March 2017.
37 M. Jacobson, ‘Learning Counter-Narrative Lessons from Cases of Terrorist Dropouts’ in ‘Countering Violent
Extremist Narratives’, National Coordinator for Terrorism, 72-144, at p. 75.
38
See e.g. Parliamentary Assembly #NoHateNoFear initiative.
39 See e.g. European Commission, ‘Code of Conduct on Countering Illegal Hate Speech Online’, May 2016.
40 K. Ferguson, Countering violent extremism through media and communication strategies. A review of the
evidence, 1 March 2016, at p. 24.
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root causes of tension and division must also be addressed through counter-narratives to ensure that
positive, alternative voices are heard on the internet.
3.4

Messenger

20.
The need for trust and credibility in those delivering the message is crucial. It is important to
recognise that governments are not always the most effective messengers for presenting the counternarrative’, often lacking in perceived credibility.41 However, governments generally have a large
degree of authority over the general population, and government action taken, by way of counterterrorism measures and responses to a situation, can be considered an alternative or counternarrative in itself.42 Furthermore, governments could remove legal barriers that could make former
terrorists or violent extremists reluctant to speak out. 43 Governments should therefore support
community-led civil society organisations, which often lack funding, to develop effective counternarrative programmes.44
21. A better understanding of who can wield influence in different communities is required. Local
messengers, for example civil society or religious leaders, can provide credible voices at the
grassroots level. Former terrorists and violent extremists could also aid in presenting counternarratives which resonate strongly with their target audience, providing particularly strong messages
about the reality of life as a terrorist, utilising their own experiences and disillusionment with the cause
to “de-glamourise” and delegitimise violent extremist narratives and disseminate a message of
peace.45 Moreover, it is argued that counter-narrative messages which come from people who are
viewed by the younger generation, in particular, as ‘one of their own’ are likely to be much more
effective.46 However, it can prove difficult to find those who are willing to speak out and there are often
legal obstacles to engaging with those who are incarcerated, for example. 47 The families of terrorists
can also play an important role, as can victims of terrorist attacks. Both can offer emotional reminders
of the impact of terrorism and violent extremism.48 Finally, the importance of the protection of any
messengers in alternative or counter-narrative campaigns must also be considered.
3.5

Medium

22.
Using a variety of media can maximise the message’s reach, and media should also be
adapted to fit the local context. The internet is an obviously effective tool; however, it should be borne
in mind that SMS, TV, radio and print media are still sometimes the main forms of communication in
many countries.49 Using media to influence behaviour or attitudes within a development goals
framework has been suggested as a credible counter-narrative strategy,50 and studies have
demonstrated the power of drama or soap, for example, to affect social change and to advance the
cause of peace and development.51
41

Ibid., at p. 78; see also UK House of Commons Home Affairs Committee, Radicalisation: the counter-narrative
and identifying the tipping point, Eighth Report of Session 2016-2017, 25 August 2016, para. 105.
42 International Centre for Counter-Terrorism, Developing Effective Counter-Narrative Frameworks for Countering
Violent Extremism, September 2014, at p. 5.
43 UK House of Commons Home Affairs Committee, Radicalisation: the counter-narrative and identifying the
tipping point, Eighth Report of Session 2016-2017, 25 August 2016, para. 108; see also infra.
44 Ibid., paras. 104-107.
45 See e.g. the Abdullah-X YouTube channel, where a series of cartoons has been created by a reformed
extremist to prevent young British Muslims from joining jihadist groups.
46 UK House of Commons Home Affairs Committee, Radicalisation: the counter-narrative and identifying the
tipping point, Eighth Report of Session 2016-2017, 25 August 2016, para. 109.
47 International Centre for Counter-Terrorism, Developing Effective Counter-Narrative Frameworks for Countering
Violent Extremism, September 2014, at p. 5.
48 H. Tuck & T. Silverman, ‘The Counter-Narrative Handbook’, Institute for Strategic Dialogue (2016), at p. 12.
49 International Centre for Counter-Terrorism, Developing Effective Counter-Narrative Frameworks for Countering
Violent Extremism, September 2014, at p. 6.
50 K. Ferguson, Countering violent extremism through media and communication strategies. A review of the
evidence, 1 March 2016, at p. 19.
51 A. Skuse et al., Drama for Development, Cultural Translation and Social Change, Sage Publications (2011) ; E.
Levy Paluck & D. P. Green, ‘Deference, Dissent, and Dispute Resolution: An Experimental Intervention Using
Mass Media to Change Norms and Behaviour in Rwanda’, 103 American Political Science Review 4 (2009), pp.
622-644; Ervin Staub et al., ‘Public Education through Radio to Prevent Violence, Promote Trauma Healing and
Reconciliation, and Build Peace in Rwanda and the Congo’ (2008); M. G. Kennedy et al., ‘Increases in Calls to
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23. The use of new communication technology and social media has facilitated the spread of
misinformation through rumour which can, in turn, lead to tensions and fear within communities.
However, the same technology also presents the opportunity to provide accurate information and
dispel rumour during times of tension. The use of SMS, as well as social media, to communicate
messages of peace has been suggested since a large number of people can be reached.52 Counterimaging, including the creation of alternative symbols, and online counter-videos are also potential
counter-narrative media.
24. The importance of face-to-face interactions and community outreach activities is again
stressed, even in a community where access to the internet is high, 53 to put into practice the ideas
and options that the counter-narratives have brought to attention.
3.6

Impact

25. Assessing the impact of counter-narratives is extremely difficult. It is unlikely that a user who
has violent views will proclaim a change of heart having watched a counter-narrative video, for
example. However, counter-narrative campaigns can potentially foster critical thinking or plant a ‘seed
of doubt’, and sustained engagements, i.e. individuals reaching out to counter-narrative campaigners
for assistance, can provide a clear indication of impact for online counter-narrative campaigns.54 User
engagement strategies are therefore an important element of any counter-narrative strategy, to
provoke a reaction in the target audience and generate an interactive debate.
4

The concept of ‘shared values’
4.1

Developing a common understanding

26. The European Court of Human Rights has held that Sharia law is incompatible with the
European Convention.55 This does not, however, indicate an absolute incompatibility between Islamic
values and those enshrined in the Convention. 56 ‘Islam entails a multitude of different voices,
interpretations and positions on human rights, promoted by different actors in different historical,
social, cultural and political contexts’, 57 but Islamic ‘intellectual outlook supports the existence of
shared values.’58 This concept of shared values should be explored and actively promoted in an
exchange and dialogue between cultures in order to develop a common understanding.
4.2

Alternative narratives

27. In the United States of America, one month after 11 September 2001, the Bush administration
hired an advertising executive, Charlotte Beers, as Under Secretary for Public Diplomacy and Political
Affairs. Ms Beers created a series of television, radio, and print advertisements for distribution in
countries with large Muslim populations under the ‘Shared Values Initiative’, intended to depict, inter
alia, ‘images of an American Muslim and his family living comfortably at home, praying openly, and
otherwise enjoying America while practicing their religion freely’. 59 However, these advertisements
the CDC National STD and AIDS Hotline Following AIDS-Related Episodes in a Soap Opera’, Journal of
Communication, 54 (2004), pp. 287-301.
52 K. Ferguson, Countering violent extremism through media and communication strategies. A review of the
evidence, 1 March 2016, at p. 24.
53 International Centre for Counter-Terrorism, Developing Effective Counter-Narrative Frameworks for Countering
Violent Extremism, September 2014, at p. 4.
54 T. Silverman et al., ‘The Impact of Counter-Narratives’, Institute for Strategic Dialogue (2016), at p. 36.
55 See Refah Partisi and Others v. Turkey, Grand Chamber, Application No. 41340/98, Judgment of 13 February
2003.
56 See Yannick Lécuyer, ‘L’Islam, la Turquie et la Cour européenne des droits de l’homme’, Revue trimestrielle
des droits de l’homme, No. 67, 2006, at p. 739. There exist both absolute and relative incompatibilities between
Islam and the Convention, as far as Sharia law is concerned.
57 M. Juul Petersen, ‘Islam and human rights: Clash or compatibility?’, London School of Economics and Political
Science, 26 October 2016.
58 See Sheikh `Abd Allah b. Bayyih, ‘Shared Values’, Islam Today, 4 December 2007, e.g. ‘Islam establishes the
idea of absolute equality between all human beings and that they are descended from a common ancestor.’
59 D. Byman, The Five Front War (2008), at p. 174.
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proved controversial and, less than a month after its launch, the U.S. State Department suspended
the campaign. Nevertheless, it has been argued that these advertisements were more effective than
people realised.60
28. The promotion of shared values and the idea of community cohesion have also been
implemented in other domestic counter-terrorism strategies, for example in the United Kingdom’s
Prevent Strategy and the Australian Countering Violent Extremism Strategy. Again, these policies
have been surrounded by much controversy, and have even been labelled ‘counterproductive’,
undermining, rather than promoting, social cohesion. 61 These existing and historic counter-terrorism
strategies should be considered and evaluated to determine how best to utilise the concept of shared
values within the wider sphere of counter-narratives to terrorism.
29. Within the European Union, a Strategic Communication Task Force is working with EU
Delegations in Arab countries and with the Anti-ISIL Global Coalition to ‘identify shared values and
develop concrete actions.’62 Moreover, the importance of fostering a global dialogue in order to unite
‘countries, people and communities on the basis of universally shared values and principles’ is also
set out in the United Nations Plan of Action to Prevent Violent Extremism.63
30. In May 2017, the U.S. embassy in Belgium announced the allocation of a year-long 200,000
USD grant to be used in Europe by NGOs or non-profit groups to create a program, using digital
platforms, to ‘dispel the narratives of extremist groups that incite violence and provide alternative
narratives’, as well as to ‘provide positive narratives concerning refugees and immigrant
populations.’64
31. ‘Alternative narratives’ to terrorism therefore play an important role in countering the appeal of
violent extremism and should be considered as a viable type of counter-narrative. Alternative
narratives do not tend to directly challenge extremist messaging, but ‘instead attempt to influence
those who might be sympathetic towards (but not [necessarily] actively supportive of) extremist
causes, or help to unite the silent majority against extremism by emphasising solidarity, common
causes and shared values.’65
32. An effective counter-narrative strategy must include Muslim communities as equal partners. By
developing a greater understanding of the ways in which Convention values overlap with Islamic
values, these shared values can form the basis of efficient counter-narratives with which all
communities can identify. Informed by a better understanding of the radicalisation process, shared
values, and the terrorist narrative itself, an effective strategy to counter the terrorist narrative can be
constructed.

60

See J. Fullerton & A. Kendrick, Advertising's War on Terrorism: The Story of the U.S. State Department's
Shared Values Initiative (2006); However, the validity of these findings has been criticised since the samples
included a low percentage of Muslims, see e.g. L. Pintak, Dangerous Delusions: Advertising Nonsense about
Advertising America (2004).
61 See supra, note 30; see also C. Husband & Y. Alam, ‘Social Cohesion and Counter Terrorism, A Policy
Contradiction?’ (2011); UK House of Commons Home Affairs Committee, Radicalisation: the counter-narrative
and identifying the tipping point, Eighth Report of Session 2016-2017, 25 August 2016, pp. 17-22; J. Bartlett & J.
Birdwell, From Suspects to Citizens: Preventing Violent Extremism in a Big Society (2010); A. Kundnani,
Spooked! How Not to Prevent Violent Extremism (2009); P. Thomas, ‘Divorced but still co-habiting? Britain’s
Prevent/community cohesion policy tension’, (2014) 9 British Politics, 472-493; I. Awan, ‘“I am a Muslim not an
Extremist”: How the Prevent Strategy Has Constructed a “Suspect” Community’ (2012), Politics & Policy, 40,
1158-1185; J. Hocking, ‘Counter-terrorism and the Politics of Social Cohesion’ in J. Jupp et al. (eds.), Social
Cohesion in Australia (2007), pp. 182-190; S. Yasmeen, ‘“Dealing with Islam” in Australia: After the London
Bombings, (2005) The Sydney Papers, 37-42.
62 European Commission Communication, Supporting the prevention of radicalisation leading to violent
extremism, 14 June 2016.
63 United Nations General Assembly, Plan of Action to Prevent Violent Extremism. Report of the SecretaryGeneral, 24 December 2015, para. 56.
64
See http://dailycaller.com/2017/05/21/us-plans-to-spend-200k-in-europe-to-promote-positive-narratives-aboutrefugees/; http://www.breitbart.com/london/2017/05/24/us-reduce-terror-positive-migration/.
65 R. Briggs & S. Feve, ‘Review of Programs to Counter Narratives of Violent Extremism: What Works and What
are the Implications for Government?’ Institute for Strategic Dialogue (2013), at p. 12.
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5.

Conclusions and proposals

33. It emerges that countering terrorist narratives is a complicated task with no clear, easy solution.
While counter-narratives have a role to play, it is even more necessary to develop credible
community-based, positive, alternative narratives, promoting shared values and facilitating
conversation, encouraging awareness and dispelling misinformation. Such alternative or counternarratives must be flexible, tailored and spontaneous in order to appeal to a wide range of target
audiences in a wide range of situations, both online and offline. Through international co-operation we
should work towards building a collection of best practice and effective counter-narrative case studies,
evaluating each member State’s efforts and better co-ordinating counter-narrative approaches. The
reasons why violent extremist narratives can be appealing must also be addressed through the
development of a shared understanding of the radicalisation process, since narratives cannot exist in
a vacuum.
34. The issues presented in this introductory memorandum are complex and several questions
arise. I look forward to organising a hearing with experts at one of our forthcoming meetings to
discuss those and I am confident that I will be able to complete my report based on their contributions
– their views and ideas. To continue my work, I should also like to ask the Committee for permission
to conduct a fact finding visit to Molenbeek in Belgium. I hope the Committee will support this
proposal.
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Time to Rewrite
the Rules for the
British Economy
What a state we’re in…
Ten years on from the Great Financial Crash, millions feel no further forward. Because
they’re not. We’re mired in the worst squeeze on living standards since the days of
Dickens. And now this crippling, seemingly endless malaise, has provoked the worst crisis
of cooperation for a generation; we are divided between rich and poor, between young and
old, and now with our closest neighbours with the vote for Brexit.
Like the 1930’s, and like the 1970’s, this new moment demands a new model; a new
settlement, a new economic order. And that is what we must fashion on the foundation of
Labour’s brilliant manifesto.
We should be clear-eyed about what’s gone wrong.
The Third Way, pursued in Europe and in America, sought to transform the New Right’s
supply-side revolution of tight money, maximum markets and minimal states. We were
not neoliberal. But we were liberal.
In Europe and America, progressives doubled down on the 19th century ‘religion’ of free
trade and free exchange of ideas, creating NAFTA, the World Trade Organisation,
doubling the size of Europe, and pumping billions into skills and science. We bet that
trade and tech together would deliver the tax we needed to rebuild public services and
roll-back inequality. And for many years, we were right.
But the creation of vast new global markets transformed the commanding heights of
capitalism; huge new companies bigger than countries took shape with unprecedented
market power.1 Long ago, Joseph Schumpeter forecast the phenomenon of ‘creative
destruction’; but people forget he also forecast the flip-side: the destruction of
competition.2 Well, he was right. A $20 trillion merger wave inside America and around
the world has created exactly the sort of oligopolies Schumpeter predicted; giant new

1

Few have argued this point as early or as effectively as Prof Peter Nolan. See for instance:
https://academic.oup.com/cje/article-abstract/32/1/29/1685937/The-global-business-revolution-the-cascadeeffect
2
See Joseph Schumpeter, Capitalism, Socialism and Democracy, (1942)

firms with unparalleled power to set prices - and wages.3 For just as they formed, one
billion people were entering the labor force in a massive movement from “farm to
factory”4 offering these new global firms new power to outsource production to wherever
costs were lowest, while the transformation of technology meant that in industries like
automotive, robots are already two-thirds cheaper than people.5
These trends together meant, that as Obama White House put it, mega-corps acquired
monopsony power,6 the ability to dictate wages while workers lost all power to ‘vote with
their feet’ and move to different firms paying better, because those alternative
opportunities simply did not exist.7
This fundamental change ruined the political economy of ‘trade, tech and tax’. First, the
new inequalities created by low wages, were simply too big to bridge with a politically
plausible level of redistribution. By 2009, I calculated we needed an extra £2 billion a year
in tax credits to help the squeezed middle keep up just with average levels of economic
growth.8 We could not turbo-charge ‘trickle-down’.
Second, the innovation that creates high wages simply didn’t diffuse throughout the
marketplace in the way it once did. Good ideas anywhere did not become custom and
practice everywhere. They were hoarded by what the OECD call ‘frontier firms’,9 high-tech
behemoths like Apple, or Boeing or GE which dominated all around them. If you were
lucky enough to work there, you did well. But if you didn’t, you didn’t.
Third, creating global markets without effective global regulation created huge new risks
in the booming, unbalanced, inter-connected banking sector, which, when it collapsed
brought down the roof on all of us.
We thought the old law of comparative advantage would mean new trade and wealth that
would lift all boats. Instead, the old law of comparative advantage became a new law to
advantage the comparatively rich. Proof? Today, half of global wealth is owned by just 1%
of the world’s population; 85 families own more than 3 billion of the world’s people. No
wonder, as the IMF puts it, ‘although technological advancement and global economic
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See for instance,
https://obamawhitehouse.archives.gov/sites/default/files/page/files/20151016_firm_level_perspective_on_ro
le_of_rents_in_inequality.pdf or https://www.economist.com/news/briefing/21695385-profits-are-too-highamerica-needs-giant-dose-competition-too-much-good-thing
4
McKinsey & Co, The world at work: Jobs, pay, and skills for 3.5 billion people
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In the American, European and Japanese car industries, it costs $8 an hour to employ a robot for spot
welding, compared to $25 for a worker
6
See Council of Economic Advisors Issue Brief, Labour Market Monopsony: Trends, Consequences, and
Policy Responses, October 2016
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See HM Treasury, Draft paper on Issues and Prospect for Medium and Low Income Households, 2010 at
http://liambyrne.co.uk/research_archive/challenge-equality-britains-squeezed-middle/
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integration have been key drivers of global prosperity, their effects on labor shares
challenge policymakers to find ways to spread those benefits more broadly.’10
Now the IMF is right to say, ‘trade, tech and tax’ brought gains. The purchasing power of
the poorest was transformed by some 62%. Choice of imports tripled.11 But for millions,
the power to earn a good life was destroyed as global value chains moved routine jobs to
low cost countries.12 Hence the paradox of modern life: spoilt for choice but strapped for
cash.
So, where do we go from here?
The supply-siders of the Right, of which Phillip Hammond is one, will continue to argue
that it’s the supply of capital and labour that is key. Cut taxes on the wealthy and strip
away the welfare state, and magically growth will follow. This is simply wrong. We are now
close to full employment but wages are still not rising. And while we cut taxes for big
firms, they simply hoard the cash. Stacks of corporate cash stuck in the bank have risen
nearly five times faster than investment. With over half a trillion pounds on hand, the
British economy is not short of capital. It’s short of opportunity.

That’s why we should champion the real world insights of complexity economics13 and
offer a British new growth theory that recognises that in today’s world, knowledge not
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https://blogs.imf.org/2017/04/12/drivers-of-declining-labor-share-of-income/
Research quoted New York Times, ‘Perils of Globalization When Factories Close and Towns Struggle,’
18 May 2015 at https://www.nytimes.com/2015/05/18/business/a-decade-later-loss-of-maytag-factory-stillresonates.html
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See: https://www.brookings.edu/research/measuring-and-analyzing-the-impact-of-gvcs-on-economicdevelopment/
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See, for instance, Eric Beinhocker’s superb The Origin of Wealth, Random House (2007)
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capital is the chief factor of production and shared gains from productivity growth are the
key to long term prosperity,14 for the many and not the few.
This takes us beyond the old demand-management of the Keynesians (as important as
that is), and our 1990’s view of inequality what you earn depends on what you learn. While
this basic insight remains true, ‘fixing human capital’ is simply not enough to remedy the
biggest ever productivity gap with the rest of the G7. Right now, what our competitors
finish making on a Thursday night takes us until the end of Friday to get done, not least
because their investment in research and development is vastly more than ours.
Over the last decade, countries that spent more on R&D have become much more
productive. Britain, by contrast, has one of the lowest spends on R&D in the OECD.
Indeed, to hit the international benchmark of 3% of GDP we need to raise science
spending by something like £23 billion a year. This helps explain the reality of why only
one in five British workers earn their crust in ‘knowledge intensive industries’ where on
average pay is 40% higher than average (that’s £161 a week).15
Our second task is to find new ways of reconnecting productivity growth and wage growth,
and this requires a plan to rewrite the rules of the institutions that make up our
marketplace, for today, it is the very rules of our marketplace are the problem.16

Productivity growth
over whole period

GERD, % of GDP
2005

2015

2005-15

2010-15

Korea
Israel
Austria
US
Germany
Denmark
Japan
Sweden
Switzerland*
UK
Finland

2.6
4.1
2.4
1.6
2.4
2.4
3.3
3.4
2.7
2.5
3.3

4.2
4.3
3.1
2.8
2.9
3.0
3.5
3.3
3.0
1.7
2.9

39%
13%
11%
10%
8%
8%
8%
8%
7%
5%
4%

10.0%
5.7%
4.6%
1.6%
4.7%
5.1%
2.0%
5.1%
1.1%
1.4%
1.0%

OECD average

2.2

2.4

9.3%

3.9%

Source: OECDstat
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See Robert Atkinson, Supply-Side Follies, Rowman and Littlefield, (2006)
See Liam Byrne, Robbins Rebooted: How We Earn Our Way in the Second Machine Age, SMF (2015)
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For the new right, progress is only made by getting government out of the way. Maximum
market; minimal state. But from the earliest English market charter, we see markets have
been and always were social institutions. There are no ‘natural’ laws. Society gets to write
the rules.17
In my book Dragons: Ten Entrepreneurs Who Built Britain, I tell the story of 700 years of
British capitalism through the lives of ten of our greatest entrepreneurs. The story that
emerges is clear. Entrepreneurs make history by inventing the future. But, down the ages
there would have been no British entrepreneurial miracle if it wasn’t for our social
technology; the great national institutions we invented, reformed, adapted like
Parliament, the Royal Navy, the Royal Exchange, the Royal Courts of Justice, the Royal
Society, monopolies created and abolished, limited liability companies and the welfare
state first pioneered in places like Bournville, Port Sunlight and the board rooms of John
Lewis.18 Institutions matter.
The ‘visible hand’ of the public realm has always helped the invisible hand of the private
market to deliver, creating that treasured ‘cooperation without coercion.’19
Today, our institutions are not fit for purpose. What is needed therefore is a new
settlement that rewrites the rules of the marketplace around a new role for the state; not a
‘producer state’ but an ‘collaboration state’ which organises the institutions needed to
democratise the opportunities of this new world; using both monetary and fiscal policy to
keep demand high and stable; encouraging long term investment in good jobs; keeping
skills at the cutting edge, and encouraging new ideas; and trading fairly with the world
around us.
Where to start?
1. In monetary policy, let’s change the mandate for the Bank of England, so it must
prioritise full employment and price stability, just like the American Federal Reserve.
2. In fiscal policy, let’s fix our tax base by requiring the OBR to report to Parliament on
how we close the tax-gap created by giant firms and the very rich sheltering upto $7.5
trillion in havens like Panama. And while we’re at it, lets rewrite the rules of our trade
treaties to include new labour and environmental standards, and for the first time, an
insistence that firms declare where and how they’re paying their taxes.
3. To incentive long term investment in good jobs, lets rewrite the company code (section
157 of the Companies’ Act to be precise), so boards can opt for a fiduciary duty to
prioritise workers, customers and creditors and not just shareholders.
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For a longer account of this argument see Robert Reich, Saving Capitalism, Icon Books (2016)
This is, if you like, a verification of the the insight offered by the late, great Nobel economist Douglass
North: the quality of a country’s economic growth depends on the quality of its institutions. See
http://www.ppge.ufrgs.br/giacomo/arquivos/econ-crime-old/north-1991.pdf
19
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4. Let’s change the rules for capital markets to incentive long term shareholding and
rewrite the tax code, so firms are encouraged to invest, for example with investment
allowances. Let’s build new regional banks to transform the supply of ‘patient’ capital
for a new British Mittlestand.
5. In our labour market, let’s rewrite the rules for social security to offer retraining to
those who face ‘technological unemployment’ just as Beveridge originally proposed.
Let’s join together schools, colleges and technical universities to create ‘technical
university trusts’ to revolutionise technical education. Let’s connect the Open
University, the Workers Education Association and UnionLearn to create the greatest,
open source MOOC on earth, offering workers a genuine path from literacy to
advanced research, “from ABC to pHD”.
6. Let’s rewrite the national curriculum, to include new emphasis on skills of the future
from coding, to starting a business and change procurement rules to use public
contracts to support fledging firms, just as they do in the US.
7. And let’s rewrite the rules for science policy, raising the budget on the one hand, but
requiring universities to develop University Enterprise Zones that connect research to
local firms, backed by a vastly larger Higher Education Innovation Fund
I offer these ideas, merely to get the ball rolling. Are they radical? Yes. Would they make a
difference? Certainly. Can we do it? Well, why not?

Liam Byrne was Chief Secretary to the Treasury. He chairs the All Party Group on
Inclusive Growth. His history of British capitalism - Dragons: Ten Entrepreneurs Who
Built Britain - is published in paperback this year.
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Thank you very much for inviting me to speak today and I hope you have enjoyed
this week’s Boris and Theresa show – that epic battle of charisma versus cardboard –
just as much as I have.

I suspect you know as well as I do that this is in fact far more than a conferenceseason game of thrones.

The Theresa-Boris show is not a cause of division; it’s a symptom of a much deeper
confusion within the Conservative party about how to come to terms with the new
realities of the world around us – and crucially whether or how to escape from the
deep grip of five decades of New Right orthodoxy.

Renewal in office is always hard. Believe me, we tried it.

But it is harder still when you need to reinvent both the politics and economics of an
approach that once worked well for you, but which today is but faded and jaded.
In office, political parties, like companies, always face an innovator’s dilemma. Do
we string out a winning formula? Or do we take the leap and change?

Labour is moving through those gears as we move decisively beyond the politics of
the third way and build on our manifesto.
1

And for those of you I convince today, I have with me plenty of Labour Party
membership forms – and I’ll be pleased to sign you up at the end.
Now, you can’t explain a crisis without a bit of history. And for the old New Right,
first came the politics and then the economics.
Although some trace the movement back to Walter Lippman’s The Good Society, the
founding fathers were the three Austrians: Karl Popper, Ludwig von Mises and
Friedrich Hayek.

Popper (left); Hayek (Middle) and Mises (right)

Together, they took aim at Roosevelt’s New Deal and Labour’s plan to ‘win the
peace’, which they saw as a Left-wing ‘plan’ to design, build and operate a centrallyplanned economy.
They challenged the idea that anyone could masterplan Utopia: “We cannot possess
such knowledge since we have insufficient practical experience in this kind of
planning, and knowledge of facts must be based upon experience”, wrote Karl
Popper.

Nor, they argued, could the new Jerusalem be built in a world where the price system
is demolished. “Once centralisation is necessary,” said Hayek, “the problem of
coordination arises… This is precisely what the price system does…and which no
other system even premise to accomplish. It enables entrepreneurs, by watching the
2

movement of comparatively few prices, as an engineer watches the hands of a few
dials, to adjust their activities to those of that fellows.”1

Third, they argued operating such a society would be so complicated that decisions
would be outsourced to experts, risking an inexorable slide to dictatorship.

To this thesis, thinkers like Milton Friedman added a powerful critique of Keynesian
demand management, which in the cold light of the 1970’s began to look rather
attractive as governments were forced to replace the inflation-managing-fixedexchange-rate machinery of Bretton Woods with ever more intrusive micromanagement of wages and prices.
Friedman’s Theory of the Consumption Function and his monumental Monetary
History of the United States2 underpinned an argument that control of monetary
policy and shaping individuals’ rational expectations were the keys to fostering
growth.

To this formula, the supply-siders added a twist. Within three years of President
Nixon declaring 'I am now a Keynesian’, modern supply side theory took shape. First
coined in a paper presented by Herbert Stein in 1976, and fuelled by the anti-tax
protests of the late 70’s, supply side theory became part and parcel of the ThatcherReagan project.

Supply-siders think many things but nothing is more important than fueling the
supply of capital to power growth.

1
2

Hayek, p.36
Published with Anna Schwartz
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To do this, nothing is more important than tax cuts, especially for the wealthy. As
Larry Lindsey, George W. Bush’s Chair of the Council of Economic Advisors, put it:
“in its simplest form the supply side claim has been 'taxes matter'”.

Thus Reagan, like Thatcher, proposed sweeping tax cuts, a formula that George W.
Bush eventually took to the extreme, slashing Federal revenue in 2004 to the lowest
level since 1959. It was a model George Osborne tried to emulate, inaugurating the
bitter legacy of today’s austerity.

So here was the New Right formula: manage money supply, maximise markets,
minimise states.

But the challenge for the new neoliberal today is this: their formula cannot handle
liberalism and its consequences, which have taken shape since the turn of the century.

The law of comparative advantage is about as close as you get to a consensus
amongst economists. It inspired the free trade and free exchange of ideas that was the
great achievement of 19th century liberalism.

This idea inspired both left and right to transform the world economy after the death
of Mao and the collapse of Soviet Communism. Together, we built NAFTA, the
World Trade Organisation and doubled the size of Europe to create a marketplace
that linked 6 billion of the world’s seven billion people. It was quite a fin de siècle.

We bet that trade and tech together would deliver the tax we needed to rebuild public
services and roll-back inequality.

But the best explanation for what followed is offered by another Austrian: Joseph
Schumpeter.

4

It was 75 years ago this year that his book, Capitalism,
Socialism and Democracy, popularised the idea of creative
destruction: "The opening up of new markets,” wrote
Schumpeter, “and the organisational development from
the craft shop and factory to such concerns as U.S. Steel
illustrate the same process of industrial mutation… that
incessantly revolutionises the economic structure from
within, incessantly destroying the old one, incessantly
creating a new one.”
Now, Schumpeter famously forecast that capitalism’s success would inexorably lead
to socialism. I wish! In fact, it is leading to nationalism.

Why? Because people forget the flip side of creative destruction that Schumpeter
forecast is the destruction of competition; the emergence of vast new oligopolies with
the power to drive forward progress – yes – but also to set prices – and wages.
This is precisely what is happening today…

The creation of vast new global markets has transformed the commanding heights of
capitalism; huge new companies bigger than countries have taken shape with
unprecedented market power.3

A $20 trillion merger wave inside America and around the world has created exactly
the sort of oligopolies Schumpeter predicted; giant new firms with unparalleled
power to set prices – and wages.4 Just as they were taking shape, one billion people
3

Few have argued this point as early or as effectively as Prof Peter Nolan. See for instance:
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entered the labor force in a massive movement from “farm to factory”5 offering these
new global firms new power to outsource production to wherever costs were lowest,
while the transformation of technology meant that in industries like automotive,
robots are already two-thirds cheaper than people.6

These firms do everything they can to destroy the theoretical, nice-to-read-intextbooks, utterly abstract, perfect competition that is the very foundation of New
Right theory.
The vast spending by giant firms – on tech, on brand, on creating standards – means
together, as Obama’s White House put it, new mega-corps have monopsony power:7
the ability to dictate wages while workers lose all power to ‘vote with their feet’ and
move to different firms paying better because those alternative opportunities simply
did not exist.8
This fundamental change has ruined the political economy of ‘trade, tech and tax’:
• The new inequalities created by low wages have become almost too big to bridge
with a politically plausible level of redistribution.9
• The innovation that creates high wages simply didn’t diffuse throughout the
marketplace in the way it once did. Big firms make sure it doesn’t. So good ideas
are hoarded by what the OECD call ‘frontier firms’,10 high-tech behemoths like
Apple or Boeing or GE, which dominate all around them. If you are lucky enough
to work there, you do well. But if you don’t, you don’t.

5
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• Third, creating global markets without effective global regulation created huge new
risks in the booming, unbalanced, inter-connected banking sector, which, when it
collapsed, brought down the roof on all of us.

We thought the old law of comparative advantage would mean new trade and wealth
that would lift all boats. Instead, the old law of comparative advantage became a new
law to advantage the comparatively rich.
Proof? Today, half of global wealth is owned by just 1% of the world’s population;
85 families own more than 3 billion of the world’s people.

The terrible result of this is that the relationship between economic and political
freedom is breaking down. Back in 1980, economically free states powered about
75% of global growth and grew much faster than unfree states. Now, the politically
and economically unfree states are growing faster than the free.
Now as it happens, Karl Popper knew full well that this Paradox of Sovereignty was
likely. “Freedom…defeats itself, if it is left unlimited” he wrote in Social
Philosophy. “Unlimited freedom means that a strong man is free to bully one who is
weak and to rob him of his freedom”.
Just like Mike Ashley’s regime at Sports Direct.
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But this paradox of freedom affects most workers in Britain today.

Economic freedom has led to inequalities of economic power, which in turn now
limit the economic freedom of millions and their power to earn a good life; workers
today are confronting the worst squeeze on living standards since the days of
Dickens.

So it’s no surprise that the Conservatives are in crisis. And the Boris and Theresa
show underlines the confusion about which way forward might be right.

Both now face two road-blocks to reform: first, the wrong analysis of what factors
fuel modern growth; and second, a reluctance to reform or renew the institutions that
might ensure that growth is stable and shared.

Let me explain.

TRAP 1: SUPPLY SIDE FANTASIES
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First is the challenge of escaping supply side economics.
Supply side economics traces its roots to 19th century thinking. It’s a basket of ideas
but the most important is that supply of capital is what drives long term growth. That
is why George Osborne cut the top rate of tax (claiming in fact, like Ronald Reagan,
that it would pay for itself) and why both he and Philip Hammond are slashing
corporate tax to all-time lows.

The problem for supply-siders is that capital is not the factor driving growth in the
21st century. Corporate tax cuts totalled an extraordinary £25 billion in the last
parliament. But most of the money has been hoarded by firms – not invested but put
in the bank. So, since 2010, corporate cash balances have grown five times faster than
investment.

The truth is that the supply of capital is simply not as important to economic growth
in the 21st century as the supply of knowledge. Knowledge is by far and away today’s
most important factor of production but Britain today has one of the lowest spends on
R&D in the OECD.
9

Yet, because the supply-siders reign in the Treasury, in the last Parliament corporate
tax cuts were 25 times greater than increases in science spending.11 Now, to hit the
international benchmark of 3% of GDP, we need to raise science spending by
something like £23 billion a year.

This helps explain the reality of why only one in five British workers earn their crust
in ‘knowledge intensive industries’ where on average pay is 40% higher than average
(that’s £161 a week)12 and why – surprise, surprise – we have low productivity
growth.

By contrast, countries (with the exception of Finland) that spend more on R&D have
seen rates of productivity growth way ahead of ours.
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The House of Commons library estimates the (forecast) of corporation tax cuts totalled £25.5 billion. Science
spending increases, net, were around £233 million.
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TRAP 2: EDWARD BURKE

Now, suppose Mr Hammond recanted. Suppose he agreed with me. Conservatives
would still then confront the problem of how to connect gains in national productivity
with rising wages.

The relationship between productivity growth and wage growth broke down some
years ago. And we are struggling to rebuild it.

But that task is impossible unless we reform, re-invent and, in some cases, invent the
institutions that shape our market place.

Now there is an affection for institutions in some parts of the Tory party; that bit,
what’s left of it, with a reverence for the ideas of Edmund Burke.

11

Burke argued we need something to transmit tradition and experience down the
generations: “a partnership not only between those who are living, but between those
who are to be born.”13

But there is an incredible reluctance amongst Conservatives to review or rebuild
them. This instinct is born of that Conservative scepticism best expressed by TS
Elliot: “From the crooked timber of humanity, no straight thing can ever be made.”

The problem is even worse for the New Right, which, in its disdain for Government,
too readily sweeps clear the public realm altogether in some misguided view that
‘there is no such thing as society’. For the new right, progress is only made by getting
government out of the way. Maximum market; minimal state.

This is wrong-headed.
From the earliest English market charter, we see markets
have been and always were social institutions. There are
no ‘natural’ laws. Society gets to write the rules.14

In my book, Dragons, I tell the story of 700 years of
British capitalism through the lives of ten of our greatest
entrepreneurs. It’s an epic read. With angels and
demons. High and lows. Think Horrible Histories meets
the Apprentice. The economic history that emerges is
clear.

Entrepreneurs make history by inventing the future. But down the ages there would
have been no British entrepreneurial miracle if it wasn’t for our social technology,
which at great moments had to be invented and re-invented.

13
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Edmund Burke (1790), Reflections on the Revolution in France, Oxford University Press, 1999
For a longer account of this argument see Robert Reich, Saving Capitalism, Icon Books (2016)
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Think of parliamentary control of tax, the Royal Navy, the Royal Exchange, the
Royal Courts of Justice, the Royal Society, monopolies like the East India Company
created and abolished, the patent system, limited liability companies and the welfare
state first pioneered in places like Bournville, Port Sunlight and the board rooms of
John Lewis.15
Institutions matter to growth because the ‘visible hand’ of the public realm has
always helped the invisible hand of the private market to deliver, creating that
treasured ‘cooperation without coercion.’16 Institutions help create the stability and
opportunity on which entrepreneurs do their thing. The poor shape of our institutions
is one reason why we don’t have enough entrepreneurs.

Today, our institutions are not fit for purpose. They do not connect people with
progress and what is needed is a new settlement that rewrites the rules of the
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marketplace around a new role for the state; not always a ‘producer state’ but a
‘collaboration state’, which organises the institutions needed to democratise the
opportunities of this new world; using both monetary and fiscal policy to keep
demand high and stable; encouraging long term investment in good jobs; keeping
skills at the cutting edge; encouraging new ideas; and trading fairly with the world
around us.

Conclusion

So: this is the challenge facing Britain's political parties. My party is taking the bull
by the horns. The question you have to face is: will you? And, if so: how?
You can either cling fast to the old verities (actually, not so old) of the new right – cut
taxes, deregulate, reach for your greatest hits – or you can take the harder path and reimagine what the social technology of the 21st century should look like.

My bit of the Labour party has come to terms with this; we could have sat back,
chanted 'three election wins!', mocked the new idealists (and the old ones) and leant
on policy tools of the Third Way.
But the harder path is to think again, to synthesise the old and the new. And that’s
what I’m determined to do.

Conservative answers won't be the same as mine but the country would benefit from
the debate and if, in the final analysis, you agree with me: well, I’ve a membership
form you can sign right now.

ENDS
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What Goes Into the New English
Socialism Project?
Rt Hon Liam Byrne MP - 14 December 2016

Introduction
One of the most exciting fronts in Labour’s renewal is the burgeoning debate about Englishness. Thanks to
the work of politicians like John Denham and Jon Cruddas and thinkers like Jonathan Rutherford and
Sunder Katwala, there is now an excellent line of argument pointing the way to how Labour re-attaches
itself to a history, ideas, and a wellspring of inspiration that got lost somewhere in the new Labour days.
Let me confess, I approach the debate with the passion of a convert. For much of the last Labour
administration I was a leading advocates of 'Britishness'; a debate led by Gordon Bröwn, with much passion
and merit. We did some good work, especially in citizenship reform. But we were swimming against the tide.
The truth is that Scottish and Welsh devolution, the pace of social change and the seminal decline in trust
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accelerating across all western societies, has provoked a crisis of
Englishness which Labour need to address, shape and crucially
draw rejuvenating energy from, like water from a well.
The Brexit vote is a sign that we have to get our skates on. In a
world that is changing faster than ever, there is a constant risk that
than ever people get left behind - faster than ever - fuelling a sense
of frustration. So here’s the progressive challenge: in the age we're
sailing into, the need for collective solutions is going up - yet levels
of social trust are going down. We are a party that believes we
achieve more together than we achieve alone. As we argue in Red
Shift, Labour is a 'we' brand. We are defined by that New
Testament challenge: 'who is my neighbour?' In the Labour Party we genuinely believe 'my neighbour is
anyone in need’. But how do we inspire people to cooperate in a world where people feel cooperation is
making them poorer? How do refresh fraternity in a country that seems to be turning inward?
I think Englishness is part of the answer.
There is a risk that cultivating Englishness risks cultivating ‘separateness’. But let’s be honest. People want to
know we understand their interests. As Robin Williams used to say there's nothing worse than being with
someone who makes you feel alone. When we forget to talk about England, we sound as if we're leaving
people out - as if we’re content to leave people behind. But as Linda Colley reminds us, identities are not like
hats; we can wear many at the same time. So, an English Labour identity is not a substitute for winning the
argument for a post-neoliberal and more inclusive growth based on wide ranging institutional reform - but it
is an essential companion.
What’s happened to fraternity?
We should relax a little about identity politics. Its important to the fraternity we champion.
Decades of social science has clarified that we are not in fact, selfish animals. Indeed, we have survived
because we’ve learned to cooperate. But the key to cooperation is a sense of reciprocity. This is what waters the
roots of progressive values. As Robert Axelrod puts its in the The Evolution of Cooperation: ‘The two key
requisites for cooperation to thrive are that cooperation be based on reciprocity and that the shadow of the
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future is important enough to make this reciprocity stable’1. But, Axelrod notes, what makes it possible for
cooperation based on reciprocity to be stable is continuing interaction. Reciprocity flourishes amongst those
familiar with each other, and when neighbours have a large chance of meeting again.
We call this ‘continuing interaction’, ‘community’ and we call this ‘reciprocity’, ‘trust’ or ‘social capital’. And
unfortunately, it begun to decline, just as we realised its importance.
Similar to notions of ‘social capital’ were independently ‘invented’ on at least six occasions during the
twentieth century2. But in a series of books, articles and arguments during the 1990s, we were reminded how
absolutely central shared standards are to the ‘trust’ that powers successful economies, and the ‘social capital’
that helps successful societies flourish.

•

Francis Fukuyama laid out why shared standards mattered to the economy3 arguing ‘one of the most
important lessons we can learn from an examination of economic life is that a nation’s well-being, as well
as its ability to compete, is conditioned by a single, pervasive cultural characteristic: the level of trust
inherent in the society.4’ As Adam Smith well understood, economics cannot be divorced from culture5.
The purism of neo-classical economics cannot really explain the historical phenomenon that ‘the greatest
economic efficiency was not necessarily achieved by rational self-interested individuals but rather by groups
of individuals who, because of a pre-existing moral community, are able to work together effectively.6’ (my italics).

•

Equally, research clarified just how important social trust had become to a healthy society. The ONS
summarised; ‘research undoubtedly correlates high social capital, in the form of social trust and
associational networks, with a multiplicity of desirable policy outcomes ... [including] lower crime rates,
better health, improved longevity, better educational achievement, greater levels of income equality,
improved child welfare and lower rates of child abuse, less corrupt and more efficient government and
enhanced economic achievement through increase trust and lower transaction costs. The cumulative effect

1

Robert Axelrod, The Evolution of Cooperation, Basic Books, 1984, p.173. As Sam Bowles and Herbert Gintis argue;
progressive politics relies on ‘deeply held notions of fairness, encompassing both reciprocity and generosity…stopping
far short of unconditional altruism towards the less well off.’
2

ONS, Social Capital: A Review of the Literature’, October 2002, p. 16

3

Francis Fukuyama, Trust (Free Press Paperbacks, 1995). Fukuyama himself would underline that his argument was not
exactly new, but was set on a pretty clear track in Max Weber’s The Protestant Ethic and the Spirit of Capitalism in 1905.
But Fukuyama gave the argument new force against the backdrop of the transition of former Soviet states to capitalism
4

Fukuyama, ibid., p. 7

5

Which is why really Smith’s ‘The Wealth of Nations’ cannot really be read aside from ‘the Theory of Moral Sentiments’.

6

Fukuyama op cit, p. 21
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of this research indicates that the well connected are more likely to be ‘housed, healthy, hired and happy’7
Diego Gambetta pithily summarised this as; ‘societies which rely heavily on the use of force are likely to
be less efficient, more costly, and more unpleasant than those where trust is maintained by other means’8
So, if trust is so important, why is it evaporating?
Since the 1950s and 1960s, the ‘ties that bind us’ have become much weaker. The proportion of people
generally trusting others has fallen from around 60 per cent in 1959, to 30 per cent in 2005.9 Picking apart
why is pretty tricky. In America, Robert Putnam famously concluded generational change accounted for half
of the weakening social capital; with electronic entertainment – the ‘privatising [of] our leisure time’10,
around a quarter; and pressures of time and money (including two career families) plus suburbanisation and
commuting accounting for the balance. As Putnam put it; ‘at the century’s end, a generation with a trust
quotient of nearly 80 per cent was being rapidly replaced by one with a trust quotient of barely half that’11
as ‘we have developed communities of limited liability…place based social capital is being supplanted by
function-based social capital.12
Over the last eight years the British Social Attitudes survey recorded a gradual increase in respondents
believing that the differences between social classes is widening. Old ‘glue’ like religion is coming unstuck.
Census data from 2011 suggests a 10% rise in people identifying as having no religion, up to 25% of the UK
population. But if we ask people in Britain, why they think we’re losing the ‘community spirit’, longer hours
and television top the league table of answers.

Why do you think we’re losing the community spirit?

%
People work longer hours

40

People spend more time watching TV/on the internet

35

People move home more often

20

7

ONS, Social Capital: A Review of the Literature’, October 2002

8

Putnam, Bowling Alone, p. 21

9

Social Integration Commission, p. 22

10

Robert Putnam, Bowling Alone p. 283

11

Putnam, Bowling Alone, p. 141

12

Ibid, p. 184
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More newcomers to Britain

17

People more likely to ‘take advantage’ these days

13

Now, here’s the really bad news. In the future, there are seven big reasons to think that this collapse in social
trust is going to accelerate:

•

At the next election, the majority of voters may be over the age of 55, risking a big new divide between
the interests of the old and the young. The ‘stressed middle’ generation will grow: as the population ages,
many younger families will struggle to manage competing family demands on their time, especially those
with specific care obligations to the young or elderly. Equally, social isolation or loneliness amongst the
elderly, especially women, may also increase: already 60% of privately housed women over the age of 75
live alone. Given their greater life expectancy, this number will grow as the UK population ages. In the
future, today’s younger cohorts will make up a bigger proportion of public opinion in the 2030s. But given
generations rarely change in attitude, this could mean that the ‘general public’ of 2030 is far less politically
‘tribal’; far more liberal; far less likely to vote; less sexist; perhaps meaner towards the poor (but not
towards pensioners)13.

•

Britain is becoming significantly more diverse: today, black and minority ethnic groups made up roughly
20% of the UK population. By 2030, Britain’s BME population will total 27%.

•

Trust in ‘traditional’ institutions may not recover. There has been a rise in those who do not think that
Parliament will ever act in the national interest. This drives an increasing distrust in central government.
We are anxious and worried but at the same time resentful towards elites. Crucially, evidence shows that
the further a generation gets from 1945, the far less likely they are to look to the Government for answers
– and the more sceptical people are of the power of the state.

•

Geographical inequalities in wealth and income will worsen: incomes are lower in the Midlands, the
North and within parts of most cities. This divide has been growing since the 1970s and shows little sign
of abating. And any rise in energy, housing and food costs will disproportionately fall on the shoulders of
low-income households in these regions.

•

Rapid changes to the built environment and increased housing costs may unsettle people’s sense of self
and place: as owner-occupation and social housing rates continue to decline – and the private rental sector
grows – experience of transience and insecurity will spread.

13

See Red Shift: England in 2030
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•

Concern about immigration is likely to remain
high. A majority of British people report an
“anxious” or largely negative opinion of
immigration in general. However, 61% agree
immigration brings both “pressures and benefits”;
only 24% wholly reject immigration as a positive
force. This anxiety may be largely a form of
cultural scepticism (anxiety over public practices,
perception of integration failure and how this
interacts with “British values”) which override purely economic concerns14.

•

The explosion of digital media has new avenues for self-expression and the formation of community - but
the ‘bubble filter’ is locking individuals in to ever more narrow sources of news and information. Social
media can link like-minded individuals across vast distances creating big but niche interest-based
communities. These groups can be both a place of positive mutual exchange and malign groupings where
anxieties and unsavory prejudices are normalised and intensified. The ubiquitous use and synthesis of
multiple communications systems and devices will mean that people of all generations will be constantly
switched on and connected, absorbing news, making purchases, sharing biometric data.

Amidst our changing society, Labour’s challenge is to find ways of regenerating solidarity - because high
levels of social trust underpin what we see as good and strong societies. Yet, the big changes I’ve described
suggest that fostering communities with high levels of trust is harder than ever - and may get harder still. The
importance - and the difficulty of the task - means we have to think far harder about the roots of
community - which is a sense of our shared ‘Identity.’
Labour, fraternity and England
For a long time, Labour has dodged the iconography of England, and preferred an identity politics based on
a rather vaguer appeal to ‘community’ which as Bernard Crick suggested, is ‘the most rhetorical, potent, but
least defined of values’15.

14

British Future, 2014

15

Bernard Crick, 1987, cited in Hazel Blears Communities in Control, (Fabian Society, 2003), p8
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‘Community’ has a long Labour history. In Anthony Crosland’s original twelve point check-list16 of the
Labour’s intellectual antecedents, we can see ideas of community, mutuality and cooperation in at least seven
of the list17. It was particularly important to Tony Blair who said in 1993: ‘The founding principle, the
guiding principle of the Labour Party is the belief in community and society. It’s the notion that for
individuals to advance you require a strong and fair community behind you.’18 This included a pronounced
view on responsibility and an endorsement of Amitai Etzioni’s argument in The Spirit of Community, that
citizens have to consider their duty and obligations towards establishing and maintaining a good society.19
But, together this modern view of community was the bedrock of a ‘strong and cohesive society [that is]
essential to the fulfilment of individual aspiration and progress.’20
However, when people feel they've nothing in common with their neighbour, when they have no sense of
their past, and even less sense of a shared future together, neighbours are less inclined to cooperate with each
other. As Robert Putnam notes:
‘In the short run, however, immigration and ethnic diversity tend to reduce social solidarity and social
capital. New evidence from the US suggests that in ethnically diverse neighbourhoods residents of all
races tend to ‘hunker down’. Trust (even of one’s own race) is lower, altruism and community
cooperation rarer, friends fewer.21’
This is why identify politics is vital for us in the Labour Party. We need people to feel affinity for one another,
because it makes the business of cooperation and collective solutions easier. A strong shared identity is the
wellspring of solidarity. Where's there glue there's good.
That is why it is so odd that Labour has stopped talking about ‘community’, shared values, trust, fraternity or
identity, just at the time when sharply rising immigration is creating communities of unprecedented diversity:
The proportion of the UK working age population that were born abroad doubled between 1997 and 2015,
from 8% to 16%. These changes mean that a vague incantation of ‘community’ is no longer cutting it, as

16

Anthony Crosland, The Future of Socialism (Constable & Robinson, 2006), p. 51-69

Clearer thinkers will perhaps have a different count to me, but I would argue the notions of shared values (as opposed to
shared ownership) appear in Owenism, Christian Socialism, William Morris and anti-commercialism, Fabianism, both the
ILP and the Welfare State traditions, and syndicalism/ guild socialism.
17

Tony Blair, “The Revisionist Tendency”, BBC Radio 4, 18 March 1993, quoted in Blair, New Britain (Fourth Estate, 1996),
p. 217
18

19

Amitai Etzioni, The Spirit of Community, (Fontana Press, 1993)

20

Tony Blair, New Britain (Fourth Estate, 1996), p. 220

21

http://macaulay.cuny.edu/eportfolios/benediktsson2013/files/2013/04/Putnam.pdf
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perhaps it did back in the 1990’s. Englishness on the other hand is far more potent. In fact 32 million people
at the last census defined themselves as English, rather than British.

•

Over 70 per cent of White British people in England identify as English only

•

Identifying as English is much more common among poorer, less educated, more working-class people.
People who identify as English are far more likely to vote and oppose immigration and EU membership
than the average voter.

•

Of the 61 English ‘super-marginal’ seats outside London which Labour held in 2005 (the last time we
commanded a majority in England), the vote to leave the European Union averaged 58%. In 27 of these
seats, the ‘Leave’ vote was over 60%.

•

The British Social Attitudes Surveys show that in both Scotland and England, ‘small nation’ identities
gained substantial ground over Britishness between 1992 and 1999
So what goes into Englishness?

Defining the definitive list of English characteristics is a pointless task, but it is a great deal of fun. I’ve been
asking people for years just what it is they love about our country. What I tend to hear is a brilliant list of old
favourites. Beer in a decent pub. Fashion and fish and chips. Our stunning countryside, chocolate, cider, our
seasons and our sense of humour. The great English language. Family, friends, friendliness and football. Law
and order, common sense, community spirit. The Royals and rugby. Good manners, queueing and a nice cup
of tea. All the things you’d miss if you were scooped up and plonked on a desert island to talk musical
favourites with that nice Kirsty Young. So here’s my ten point list of qualities that we might champion in the
Labour party. They are not exclusively English of course. But its hard to be English without them.
1. Rules are really important. Our diversity has always been underwritten by a subscription to a
common set of values – commitment to Britain and its people, loyalty to our legal and political
institutions, fairness and open mindedness, freedom of speech, respect for others, responsibility towards
others and a tradition of tolerance. And these values do mark us out – in Europe at least. Twenty-eight
per cent of British citizens say ‘the rule of law’ is most important to them personally; the EU average is
just 17 per cent.
2. Tolerance. The basic notion of live and live live. Our tolerance is why we love eccentrics. It’s why Mill
could propose a political philosophy in ‘On Liberty’ which rests on permitting ‘experiments in living’.
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3. Compassion. In every survey I’ve ever done on our values, kindness, compassion and ‘looking after the
needy’ – and indeed one another – are qualities that people think make our country special. Call it ‘blitz
spirit’ if you like, but it is why in poll after poll on our favourite institutions, up there with the Queen and
our magnificent armed forces, is the amazing NHS: it is compassion in action.
4. Outward looking. Little England is not our tradition. Not least because eight million left these shores
between 1853 and 1920, most of them from England. As Arnold White put it in the 19th century, ’The
constant travelling of the Colonialists backwards and forwards to England makes it absurd to speak of
the Colonies as if they were a foreign land’.22 In the decades after 1860, multi-lateral trade increased tenfold23, as our exports followed our emigrants around the world.
5. Local. Local identities persist here, down the ages. From the Durham Miners’ Gala, to the Lewes
Firework Societies. Time and again, when I asked how we should celebrate our country, people point to a
celebration of what they liked locally – whether it was something reminiscent of Trafalgar Day
(mentioned in Portsmouth) or the St Paul’s Carnival (mentioned in Bristol).
6. Radical about power. English radicalism is old. Arguably dating back to the Plantagenet balance of
power between the King and the barons, its was given its modern movement as the concept of Divine
Right was dismantled and slowly replaced with a social contract theory of John Locke, set out with such
eloquence in his Two Treatises of Government in 1689. By 1726, Voltaire24, could write; 'The English are the
only people upon earth...who, by a series of struggles, have at last established that wise Government,
where the Prince is all powerful to do good, and at the same time is restrained from committing evil’25.
From the early days of the Industrial Revolution, you could see the same radicalism amongst working
people, from the countryside of Cobbet’s Rural Rides to the urban movement of the Chartists.
7. Scientific, rational. We are of course, one of the founding partners in the Scientific Revolution.
Indeed, we have been burying scientists with our sovereigns since we interred Isaac Newton in
Westminster Abbey. But around our science, we built of society of diffusion and reflection; we

22 Searle, p.25.
23 Cain, p. 42
24 Who spent three years in English exile from 1726

25 Voltaire, Lettres philosophiques ou Lettres anglaises, quoted in R Porter, Enlightenment: Britain and the Creation of the Modern World (Allen

Lane History), 2001, p.6
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proliferated newspapers, theatre, discussion societies - and
coffee houses. In fact, by 1739, London boasted ten times
more coffee houses than Vienna.26
8. Beauty. As it happens, we treasure good design. In the
great cities, at least, civility began to flourish as new public
spaces took shape, providing a home to the arts, literature
and debate.27 From the early 19th century, city centres
began to change as ‘Renaissance’ architecture,
symbolising efficiency, economy, probity and confidence,
began to sprout - and outside the growing cities, the great
textile barons of late eighteenth-century England –
Richard Arkwright, Jedediah Strutt, Samuel Greg and Samuel Oldknow – began building villages like
New Lanark, Saltaire, Port Sunlight and Bournville.
9. Nature is vital. We are, above all, a green and pleasant land’. The country side is to be treasured.
Gardens are important.
10. We hate bullies. And love underdogs. Abroad, we are prepared to stand alone to oppose them - but
even here at home, we boast a long traditions of radicals like William Wilberforce, determined to abolish
slavery. In his wake came Radicals, Utilitarians and Evangelicals, blessed with a crusading zeal, arrowtipped with statistics, determined to reform poor laws and oppose like Thomas Carlyle, the doctrine of
‘Free-trade, Competition, and Devil take the hindmost.’28

Now its hard to call this lot values, still less ‘English values’. And nor should we try. The problem with
‘values’ is that they often smack of the past. They feel like they’re handed to you, in a take-it-or-leave-it sort
of way. They risk being as inspiring as a dusty heirloom. Giving young people a sense that they too are coauthors of the future is important if we want to crack what many young people in new communities struggle
with. So, I think it would be far more inspirational if we presented our ideas not as values – but as ideals.
Ideals we want to live up to. Ideals that inspire our future. Ideals that might help create a climate where
young people feel we live in a country where they can thrive – and contribute.

26 Porter, p. 35
27 See Taylor, The Victorian City: Ideas in the Air, p.432
28 Thomas Carlyle, Past and Present, 1843.
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So what are the changes English ideals should inspire in Labour politics?
So, what's the content?
First, we should never forget the importance of partying in pursuit of progress.
Once upon a time I was an advocate of a Britain Day - a day when we celebrated all we had in common. I
was inspired by the example of Australia Day. But I have to admit defeat. You cannot impose these things
top down. You can't have a decent party without a bank holiday and bank holidays are expensive. The
economy can't withstand us creating too many more of them. So if we have to ration them we should
acknowledge that in a country where over 70 per cent of white British people in England identify as English
only, the priority for a new bank holiday and a day to celebrate what we have in common should be St.
George's Day. According to British Future, 60% of people agree that we just don’t do enough to celebrate St
George’s Day – and just 4% saying we celebrate it too much. Two-thirds (66%) of people in England still feel
that St Patrick’s Day is more widely-celebrated here than St George’s Day. So a bank holiday for St George
should be the first demand of a new English Labour Party.
Second, the rural spirit has to live strong especially for us as a party of urban Britain. The soul of England is
its 'green and pleasant land' and we should treasure it, not simply for its spiritual value but for its modern
relevance. I've just completed one of the biggest experiment is digital democracy that we've seen in England.
We've used the digital democracy technology used by parties like Podermos to help write a People's Plan for
the West Midlands. What's been fascinating is the sheer weight of green ideas that emerged; like a West
Midlands Forest; or turning derelict land into allotments; or micro-parks.
We've heard a lot about Blue Labour. English Labour should be Green Labour. We should be the authors of
a proud, bold conservationist project that defends the countryside and the diversity of new economic life that
now employs people there - but we should champion too a new 'greening of the towns and cities'; parks;
woods; allotments; schools that grow and cook food; conservation of rivers, streams and canals; a revolution
in cycling; green energy co-ops.
Third, we should talk about power and devolution - a lot. The local nature of power and authority in
England is an old tradition which has survived the very centralising character of government since the
1930s. Our traditions of localism date back to feudal times - the manor, the quarter session, the local militia,
the poor law and the vestry. The great urban entrepreneurs of the 19th century defined a new chapter in
this story; not simply the city fathers in great cities like Liverpool, Manchester, BIRMINGHAM and Leeds
but the business brains behind the great industrial communities like New Lanark, Saltaire, and of course
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Port Sunlight and Bournville. We should not worry about lack of popular support for mayors. It will come.
The history of our local government has always been pragmatic. When the Webb's completed their epic
study of English local government, they noted with some insight that the emergence of the various
authorities in the 19th century were a ‘mish mash’. That is the English way. It simply reflects our pragmatism
and make-it-up-as-we-go-along approach to constitutional matters.
So we are pushing on an open door when we propose far greater powers for metro-mayors. And the truth is
Whitehall doesn't have the capacity to design or manage policy to fix the problems we have: the productivity
crisis, our terrible infrastructure; the lack of a technical education system; the housing shortage; the crisis in
social care. We need to turbo charge our governing capacity and metro-mayors will help.
But to give an English definition to the reform, Labour should propose the metro-mayors work together in an English union of
mayors; sharing ideas; shaping arguments. In our party they should anchor a national executive committee of a new English
Labour Party.
Fourth, the changes we seek for our party should be reflected in parliament. The truth is 'English votes for
English laws' was a nice slogan but like much of Cameron's changes, it was a triumph of spin over substance.
Could anyone tell you a English vote that made a difference? The truth is parliament doesn't champion
England effectively - from Cumbria to Cornwall - because there is no focus on place within the English
government.
Yet Gordon Bröwn had an answer that worked. Regional ministers for the first time brought a focus to local
places across government. It allowed ministers to bang heads together to get things done. But they should
have been full time; they needed a committee in parliament to hold them to account and they needed a
Cabinet Committee through which to work. Full time select committees of parliament focused on regional
matters, like the Scottish Select Committee or the Welsh Select Committee would be a revolution in the way
that the government works to support English interests. I would go as far as saying it would revolutionise the
way government had to serve our regions. In the longer term, Lords reform could enshrine a regional list
system, elected from regions, providing a powerful territorial focus in the upper chamber.
Fifth, if we’re to remain radical about devolving power, English Labour must champion the co-operative
tradition of working together; the tradition of Rochdale Pioneers and the first co-operators, Robert Owen
and his 'villages of union.’ Locally, Labour should once again be champions of the cooperative tradition.
The idealists like Morris and Ruskin, different in their ways saw in our ability to fashion a future for ourselves
a richer way of life and a richer society in which to live. So too did the the first Christian Socialists, who
founded the moral rather than mechanical school of reform, along with practical methods for improving
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working class communities (not least voluntary social action such as Toynbee Hall, in East London where
both Beveridge and Attlee worked).
There is contra the old Fabian statist tradition which emerged in our Party in the 1930’s, which Richard
Crossman once summed up so well. Looking back, he said; ‘We all disliked the do-good volunteer and
wanted to see him replaced by professionals and trained administrators in the socialist welfare state of which
we all dreamed. Philanthropy to us was an odious expression of social oligarchy and churchy bourgeois
attitudes. We detested voluntary hospitals maintained by flag days. We despised Boy Scouts and Girl
Guides’.29 By 1934, 'full and rapid socialist planning' was party policy, and by the end of the 1930s, Evan
Durbin, was declaring; 'the most important requirement of efficient Planning is the suppression in the trade
Union and Labour movement in practice as well in theory of the last element of syndicalism’30. A preference
for big organisations – the Morrison model – took hold.
Yet our cooperative roots are strong - and often strongest in local government. Even, Sidney Webb, the coauthor of the first Clause 4 said to Party conference 1923; 'What we had always to insist on is that
government should at all point be effectively democratised; that it should be, wherever practicable, entrusted
to the local representatives of the community rather than to the necessarily centralised departments at
Whitehall; that in every branch the widest possible sphere should be assigned to the voluntarily associated
Consumers' Cooperative Movement’31. From the end of World War One, Labour local authorities were
pioneering social policy that embraced and empowered voluntary organisations, for example, the Citizens
Advice Bureaux (dealing with two and half million inquiries a year by the end of 1942), the National
Council of Social Service, and the Voluntary Occupational Centre Movement (which offered work of the
unemployed, including recreation, education and work). By mid 1935 there were over 1,000 such centres
with a total membership of some 150,000. English Labour must champion a renaissance in this sort of
direct action, especially in the creation of network industries, like transport, or the development of public
assets, like housing.
Sixth, we have to be the champions of inclusive Englishness, and in today’s debate, that means we have to be
champions of a proud English Islam. Muslims are now the second biggest, distinct ethnic minority group in
England; the priority for many Labour MP's therefore will be helping shape a quintessentially English Islam.
I'm afraid this is essential because bad people will work hard to define Englishness in contradistinction to
Islam. They will seek to render Englishness as an Islamophobic project. It is our job to stop them. There is a
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very strand of Wahhabi Salafi Islam that seeks to reject integration. But it is not the norm. The instruction
of the Quran to Muslims living in non Muslim countries is to obey local laws; 'O believers' says the Quran,
'fulfill your covenants’. This is the spirit championed by thinkers like Timothy Winter who recently put it
well; 'Islam had never been a single story... The temper of Islam in a traditional Indian setting is very
noticeably Indian; just as Islam in Gambia is unmistakably African. Indonesians and Moroccans may pray
towards the same holy city, but they do so from opposite points of the compass. Islam, a rainbow of
modalities of Muslimness, is always hyphenated, because no religion can exist naked, without the clothes
supplied by time and place.’
Today, there are already conservatives like Sayeeda Warsi hard at work with the Warsi foundation project to
develop the quintessentially English mosque. Shabana Mahmood and I are leading a project on Birmingham
Muslims with the universe of Birmingham. More of this is needed. We must be the champions of what
Tariq Madood described as an 'English consciousness...that it (not) simply nostalgic, exclusively majoritarian’
avoiding the treacherous waters of ethno-nationalism.
Now, to this list we could add a slew of other, ‘idealism’ based identity-interventions, based for instance, on
our love of the English language, tolerance and compassion, an outward looking disposition
and a yen for science. We’re the home of Shakespeare, and the BBC World Service. So how do we
celebrate this with ideas from Shakespeare in schools, to more money for the World Service, to big
investment in ESOL classes? What about Toby Perkin’s idea of championing an anthem for England?32
What about high profile ‘compassion in action’ campaigns? Like a war on homelessness. Or child poverty?
Abolishing youth unemployment? Or support for veterans? How don’t we champion trade, the foundation
of our old wealth? Why aren’t we visionary about our airports as global gateways to the world, as we once
celebrated our great ports like Liverpool and Bristol? Why don’t we try and make our airports the best
airports in the world? Why aren’t we the champions of science and the spirit of the Royal Society, as Harold
Wilson once showed us? Why aren’t we leading the arguments for new Lunar Societies, based on new
partnerships between universities and incubators for new, start-ups?
Seventh, is the vexed question of public spending and the old chestnut of the Barnett formula, which doles
out increments in public spending as a block grant to Scotland and Wales.
The formula is rooted in the ratio between spending in England, Wales and Scotland that dates back to the
1970's and famously means spending per capita in Scotland is 16% higher than the UK average. When
budgets for comparable services in England change, the Barnett formula aims to give each
government the same pounds-per-person change in funding. The formula does this by considering:
32

http://services.parliament.uk/bills/2015-16/englishnationalanthem.html
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•

the change in the budgets given to UK government departments to run services;

•

the extent to which the UK departments’ services are provided by the devolved government – what
is known as the comparability percentage; and,

•

the relative population of the devolved nation.

!

The formula is mainly used at Spending Reviews. Take for instance, the Department of
Health (DH): its budget in 2018/19 was set to be £9.7 billion larger than in 2015/16. DH’s spending is
almost fully devolved to Scotland, so a comparability percentage of 99.4% was applied. Scotland’s
population relative to England’s at the time was 9.85%. Therefore, the £9.7 billion change in DH’s budget
was multiplied by 99.4% and 9.85% leaving a consequential for Scotland of £1 billion after rounding.
One result, however, known as the Barnett squeeze is that growth in public spending can increase faster in
Scotland than elsewhere, widening the divergence between spending per capita over time. Unpicking the
Barnett formula is hard and would entail a brand new baseline to be built assessing needs, spatial density,
and costs in every part of the country. Change would require a new consensus and big transitional
complexities. These are the three C’s of change; the costs of complexity in getting a new formula fixed for
distributing public spending, the challenge of securing a new consensus and the costs of change. But change
would not be impossible. In 2010, the Holtham Commission (which considered funding for devolved
government in Wales) recommended that a need-based formula should determine the block grant. The
Commission discussed how such a formula could work33 and suggested introducing a needs adjustment term
to the Barnett formula. So the formula would become:
Change in block grant =

33

change in UK department’s spend
X

comparability percentage

X

population proportion

X

needs adjustment term

Holtham Commission, Fairness and accountability: a new funding settlement for Wales, July 2010
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The needs adjustment term would relate to the relative needs of each devolved administration. Needs would
be calculated using a formula based on data focused around three themes: demographics, deprivation and
cost. The Commission went as far as setting set out indicators that could be used to approximate for the
needs that are relevant to providing services in the devolved administrations34.
The House of Lords also considered the question in 2009. The Lords Treasury Committee found the
argument that devolution funding should be based on relative need to be “compelling” and suggested a new
needs based system. Rather than amending the Barnett formula, the Lords’ approach would see it replaced.
The needs assessment would take these aspects into account: the age structure of the population; low
income; ill-health and disability; and economic weakness.
The Lord’s Committee recommended that an independent body be set up to recommend the allocation of
funding based on population and through a new needs based formula. Similarly, the Holtham Commission
(discussed above) suggested that an arm’s length body should be established to operate the new funding
formula and to calculate annual budgets.
For England, a new Barnett formula would also fail to solve the whole problem. England's problem is that
inequalities within England dwarf inequalities between England and Scotland. London for instance receives
far more public spending than elsewhere even though it is the richest region in the country. As Andy Harrop
points out 'People in the East Midlands are entitled to feel resentful about how little public money they
receive, but it is London not Scotland that should arguably be their target.’
The gap between public spending per head, between England (£8,638 per head ) and Scotland (£10,374 per
head) is 17%. But the gap between London (£9,840 per head) and the South East is some 21%. With out
exit from the the EU, these inequalities may become much worse, as structural funding to deprived areas
drives up. So the answer will need to a Barnett formula for within England.
As public spending increases, poorer places should receive a top-up in ‘Barnett consequentials’ in the form of
a block grant, much in the way Scotland does. Much of this should be delivered to the new metro authorities
with the balance shared to poorer council areas. Slowly this should reduce the inequality in spending per
head between rich and poor places, which is to say between London and the rest of the country.
The question of tax is more straightforward. Within England, there is not much room for varying rates of
VAT, income tax or national insurance without triggering tax arbitrage by firms shifting headquarters
between low pay areas. There is already freedom for local councils to vary and retain business rates, and
councils can borrow ‘prudentially’. But there is no such freedom on the Housing Revenue Account (HRA),
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The needs adjusted term wouldn’t affect the total block grant; only the annual changes in the formula would be
affected by the needs adjustment term.
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where borrowing against future receipts is capped. Instead, to build infrastructure, Government borrows
centrally and then distributes the money through complex schemes, while much of the planning and delivery
risk is actually local. It would therefore make much more sense to transform the borrowing capacity of local
authorities by freeing up the HRA borrowing system. Ultimately, re-inventing Englishness is going to take a
revolution in ‘civic inventiveness’ akin to the great city building of the 19th century. That is going to take a
lot more fiscal freedom for local authorities to get on with the job.

Conclusion
Now the truth is that this does then leave the bulk of the big decisions reserved for a U.K. Government, a
U.K. Parliament, and a U.K. Party. Fiscal policy remains by and large a national deal, as does by and large
the public spending envelope. Monetary policy is of course national and independent. Foreign policy and
defence are national matters. So are national treaties. So, is the justice system. So, is the overwhelming
majority of social security. So are the vast majority of health entitlements. We obviously need to be careful
about developing this in opposition to Scottish Labour, or Welsh Labour. We clearly need to write through
this our values, our goals, our distinctive economics. This cannot and must be a case of ‘patriotism becoming
the last refuge of the political scoundrel.’ But, the rise of English sentiment, inspired by ideals, not simply of
regional identity but a sense of the English nation itself, has grown as a political fact; we cannot let it become
a pawn of the Eurosceptics or the anti-Scottish right. So we need a centre-left project for England of our
own. And it must be add up to more than slogans, and decent lyrics.

Liam Byrne is the Member of Parliament for Birmingham Hodge Hill.
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The Progressive Agenda for
Tax Reform
What’s the case for change?
The challenge for progressives over the next 20 years is blunt: we know how to
globalise - but we don’t know how to make globalisation work for the majority of
voters. Fixing the tax system is part of the answer.
Since the fall of the Berlin Wall, we’ve created a world of very rich elites - and very remote
elites, where the the top 1% now control half of global wealth - 85 families own more than
3 billion of the world’s people - while we’ve drained public life of politics and the power to
make a difference. So its little surprise, that people hate the ‘system’ - and that anger is
fuelling a surge of new politics, and new parties across the world.
Key to this failure is our failure to create good, new institutions that democratise the
opportunities of this new age - and nowhere is this more urgent than on tax.
Globally, we’ve got institutions, the legacy of Bretton Woods, that can help reflate growth but we’ve not found ways of taxing the new wealth of nations.
The result is that by some estimates, $7.5 trillion is now stashed in tax havens, some $6
trillion of that has never been taxed. Some 10% of European assets are stashed in tax
havens; 30% of the net wealth of the assets of African states are in tax havens – and 50%
of Russian assets. €1,000 billion is evaded every year and the deficit of the European
Union is currently €419 billion1 . As the Panama papers, revealed, austerity has been much
tougher, because the rich are not paying their fair share.
But rather than fix this ‘institution gap’, companies and countries are colluding in worldwide tax war, to slash corporate taxes. As Andrew Baker points out, there is good data on
the tax behaviour of 99 states. Of these, 65 have cut corporate taxes over a ten year period
- by an average of 7 per cent, to a headline rate of 20.3%, and the real rate is probably
lower.
Before 1965, UK corporate tax was levied at the same rates as income tax as a defensive
measure, to stop leakage of tax from the economy. But, now because corporate tax is so
much lower than income tax rates, rich individuals can now shelter personal wealth in
corporate structures, creating massive ‘leakage’ in the tax system. It’s literally one rule for
1

http://www.vox.com/2016/4/8/11371712/panama-papers-tax-haven-zucman
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the rich, and another for everyone else. The result is, as Oxfam’s Tim Livesey, argues,
companies now pay out an average of 70% of profits to shareholders - much, much higher
than the 10% of profits paid out to shareholders in the 1970’s.
Now, for decades there has been a ‘deal’ in Western political economy. States collude in
the world-wide tax war to slash rates - but expect in return that companies create jobs,
investment and wealth, that trickles down through the economy, ‘floating all boats’.
But the bargain has broken down. Since 2010, the UK government has delivered corporate
tax cuts totalling some £14 billion. This is part of a broader trend. Since 2000/01,
business taxes2 have fallen from 8% of GDP to around 7.7% of GDP. Now that fall might
not sound like much, but 0.3% of GDP is worth £5.4 billion. A year. That is a lot of
money.
By way of ‘payback,’ private sector investment has risen – by around £29 billion; but cash
hoarding by the private sector has increased an extraordinary five times more. An
incredible £140 billion extra in cash (over 2011 levels) is now sitting in corporate bank
accounts - around £533 billion in total. Big companies are no longer creating many new
jobs; most of the new jobs in our economy are created by smaller firms. And, of course,
pay rates are stalling across the economy, while those at the top enjoy salaries ballooning.

2

This includes: Onshore corporation tax (includes Bank Surcharge), Offshore corporation tax
Petroleum revenue tax, Bank levy, diverted profits tax, Business rates and Employer NICs. Data
sourced from House of Commons library
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So, what are the problems that demand new solutions? There are five priorities.

1. An Office of Tax Oversight
First, we have to radically strengthen democratic oversight of tax arrangements. Our tax
authorities are paranoid about keeping politicians away from individual tax deals - for
good anti-corruption reasons - but the result is an unaccountable process of settling giant
corporate tax liabilities over lunch.
Meg Hiller, chair of the Public Accounts Committee, for instance, is very clear that the
Public Accounts Committee concluded it literally could not know whether tax settlements
for firms like Google were fair. That simply isn’t good enough. We need therefore an office
of tax oversight to ensure that Parliament is far better able to police the rules of the game.
This would be good for public policy. Generally, deficits open because the Treasury’s
projections for tax receipts are too optimistic: in fact, of George Osborne has missed his
tax targets in eight of his eleven fiscal statements - in some cases, missing the targets
wildly. Labour was running a slight budget deficit of 2.7 per cent in 2006/7, the final full
fiscal year before the crash, largely because tax receipts came in lower than projected in
the spending review published immediately after the dot.com crash. Governments of all
colours have been too optimistic about tax revenues. So, we need someone to publish
much more regular estimates on tax revenues than the Chancellor’s two annual fiscal
events, the Budget and the Autumn Statement.
The Office of Budget Responsibility is not equipped to police this - or make
recommendations on tax policy. Indeed, the OBR’s Robert Chote has argued that “by
international standards, the OBR has a relatively narrow remit”. By contrast, the Danish,
Dutch, German, South Korean and Swedish watchdogs all comment on employment,
growth and other structural policies too. The US Congressional Budget Office looks at
labour markets, employment and climate change.
We should therefore extend the OBR remit and allow the office to comment on
macroeconomic strategy. Robert Chote has argued that fiscal watchdogs can help
governments "keep their promises to behave responsibly” not just through preventing
overspending, but through reassuring voters and the market about government spending.
Chote argued that “if their remit permits” fiscal watchdogs “can be uniquely well placed to
reassure voters and investors that the use of temporary fiscal stimulus measures to help
stabilise the economy need not compromise the long-term sustainability of the public
finances. We have seen this happen in Sweden, where the Fiscal Policy Council was more
enthusiastic about the use of such measures during the recent crisis than the government
was”.
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Table 1: George Osborne Missed His Tax Forecasts in Eight Out of Eleven Budgets

OBR forecasts of current receipts (ex APF) and outturns
£ billion
2010-11

2011-12

2012-13

2013-14

2014-15

June-2010

Forecast
Outturn
Difference

547.7
561
13

584.2
581
-3

621.9
590
-32

661.9
610
-52

AS 2010

Forecast
Outturn
Difference

550
561
11

586
581
-5

620
590
-31

659
610
-49

Budget 2011

Forecast
Outturn
Difference

549
561
12

589
581
-8

620
590
-30

660
610
-51

AS 2011

Forecast
Outturn
Difference

576
581
6

594
590
-5

624
610
-14

Budget 2012

Forecast
Outturn
Difference

570
581
11

592
590
-2

623
610
-13

AS 2012

Forecast
Outturn
Difference

594
590
-4

621
610
-11

Budget 2013

Forecast
Outturn
Difference

587
590
3

612
610
-3

AS 2013

Forecast
Outturn
Difference

607
610
3

Budget 2014

Forecast
Outturn
Difference

608
610
2

AS 20141

Forecast
Outturn
Difference

646
646
1

Budget 20151

Forecast
Outturn
Difference

647
646
-1
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Alongside the OBR however, an Office of Tax Oversight could make a big difference. It
would have four tasks:
1. Tackling over-optimism, publishing quarterly independent forecasts of tax revenues.
2. Proactive recommendations about tackling the options for plugging ‘leakage’ from the
tax base, and on closing the tax gap
3. Oversight of HMRC’s special deals with large corporate tax.
4. Regular reporting to Parliament on tax simplification.

2. Re-balance tax away from low earners by exploring new wealth
taxes - and sharpen business incentives to invest
Second, we have to accelerate the new debate about wealth taxes. The years of fiscal
austerity - but hyper-loose monetary policy - have been good for those who own assets. If
you’re lucky enough to own a house or shares or pension rights, you’ve done well since
2010: the stock market is up 40%; house prices are up by over a quarter. As Richard
Murphy explains in his recent interview with me, policy makers world-wide, now
understand this. Indeed, even the World Bank, hardly a hotbed of international socialism,
is developing research into what the wealth tax policy options might look like.
Generally, the overall tax take in the economy has been remarkably stable over the last 17
years, at a little over 33% of GDP. Yet, despite the huge increases in wealth over that
period, wealth taxes still account for remarkably little revenue: together inheritance tax,
capital gains tax, stamp duty land taxes and stamp duty on shares account for just 1.4% of
GDP - the same level as in 2006/07, despite the huge increase in the value of the stock
market, and the huge boom in the housing market.
This work on wealth tax has to be part of a new tax strategy for the decade ahead in which
we re-balance the tax base to lighten the load on individual tax-payers - who have borne
the brunt of tax rises in the last 17 years, and low earners, who still pay out a bigger
fraction of their income in tax than high earners, because of the impact of indirect taxes.
Since 1999/2000, the overall tax-take has increased by £159 billion (in real terms); an
extraordinary 80% of this increase has been paid by individual tax payers. Indeed, the ‘big
5’ personal taxes (PAYE, Self-Assessed Income Tax, Employee National Insurance, VAT,
and Council Tax) have risen, in real terms, by 40% - or £126 billion.
Most of this rise in tax receipts unfolded over the ten year tax hike driven first by Gordon
Brown’s 2002 increase in National Insurance Contributions, designed to inject funds into
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the NHS, and George Osborne’s 2010 VAT rise designed to help close the deficit.
Our goals should be:
1. To bring equality to the tax system, so that those at the bottom do not pay more in total
taxes, than those at the top. Achieving this would entail cutting tax for the bottom
income decile by around 3%.
2. To develop a package of wealth taxes that help stop leakage from the tax system, for
example by allowing High Net Worth individuals to re-classify income from capital as a
capital gain or corporate receipt, in order to enjoy a lower rate of tax; and
3. Not to deter entrepreneurial activity, or self employment, given that over one million
people have left entrepreneurial activity since 2012, and the self-employed will make
up 15% of voters at the next election - indeed the self-employed will outnumber public
service workers, from 2018.
Our strategy for business tax has to be conducted with care. Business also contributed to
the 2002 NIC’s rise; employers NIC’s have risen by almost £20 billion since Gordon
Brown’s 2002 NIC’s increase. And, Business Rates have crept up by £8 billion since the
turn of the century. But, unlike for individual tax-payers, since the Crash, business
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enjoyed locked in lower rates of Corporation Tax which means that even today
Corporation Tax is £2 billion lower than it was in 2006/07.

My own view is that overall business tax may need to remain stable as a percentage of
GDP - but we should look much harder at the incentives offered through the tax system to
encourage both investment (for instance through the use of capital allowances),
investment in R&D, and we should re-balance the bill between large firms and small
firms.
I have argued before that we should be aiming to spend at least 3% of GDP on research
and development. This is the figure targeted by successful economies - a working realistic
level. It's the old US target, the EU target and the target the old BIS also declared. Science
funding pales next to the size of the economic and social challenges it addresses, and there
is strong evidence that public funds leverage private investment. Data from around the
world strongly show the correlation, with a 1:2 split - so a 3% of overall GDP target reflects
only 1% from public sources. Today, there are 8 countries that spend around 3%+ of GDP
on science. What is interesting is that these nations employ an average of 16% of the
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labour force in manufacturing. Imagine if we achieved that. If 16% of the UK work force,
worked in manufacturing, there would be 1.9 million more manufacturing jobs3.
Table 2: World Leading Science Spenders - and Their Manufacturing Workforces

GERD as a % of
GDP

Manufacturing
as % of total
employment

Israel

4.2%

11.8%

Employment, ISIC rev4

2013

Korea

4.2%

20.2%

Employees, ISIC rev4

2013

Japan

3.5%

18.2%

Employees, ISIC rev4

2013

Finland

3.3%

15.4%

Employees, ISIC rev4

2013

Sweden

3.3%

11.7%

Employees, ISIC rev4

2013

Denmark

3.1%

12.8%

Employees, ISIC rev4

2013

Switzerland

3.0%

14.7%

Employment, ISIC rev4

2011

Germany

2.9%

21.0%

Employees, ISIC rev4

2013

Average

3.4%

16%

Data type

Reference
year

So: out goals for corporate tax policy could be framed as:
1. Raising funds to invest in science, research and development - in order to grow our
base of manufacturing jobs
2. To develop the right tax incentives to drive up corporate investment, which is too low
3. To encourage entrepreneurial activity - and reverse the flight from enterprise which
has happened under the Tories.

3. Global tax transparency as part of new trade deals
Bringing fairness to the tax system will be far easier if big companies paid their taxes. So
‘tax transparency’ has to be delivered - and enshrined in international trade deals. Today,
there is no clarity about the ‘spillover effects’ of tax cuts in one country effecting the tax
take in another. But we know from the case of Starbucks, routing coffee trading for its
3

UK manufacturing as share of UK labour market
16% of the UK labour market is……
UK manufacturing jobs today
Extra manufacturing jobs if we hit 16%

9.7%
4,961.264
3,005.575
1,955.689
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stores through Switzerland, or Google, whose transactions are registered in low tax
Dublin, that there is an impact. So, we need a good analysis of spillovers quickly - and the
new framework developed by Andrew Baker and Richard Murphy is an excellent place to
start.
The western world has got to get a grip on where multi-nationals are paying tax - and
therefore tax transparency has to be driven forward, crucially, using new trade deals to
insist that multi-nationals deliver country by country reporting of taxes paid. Very high
net worth individuals probably have to be part of this, providing wealth declarations, as
happens in both Australia and Japan.
A big opportunity to drive this forward is the new wave of trade deals, which the UK will
have to negotiate. When I asked Edward Barker, the Director of General of Trade Policy at
the Dept for International Trade, whether tax was part of UK strategy for new trade deals,
he answered frankly:
Edward Barker: I think I am right in saying that including tax
commitments in free trade agreements would be quite novel. It
certainly is not something that was considered in TTIP (my italics)
Liam Byrne: Even if it is merely a call for transparency?
Edward Barker: The structure of the agreement includes some
fairly core typical trade issues, like tariff barriers, non-tariff barriers
and facilitating trade. You sometimes then have chapters that include
wider commitments to work together on issues.
For example, typically the US is quite interested in looking at what
one does with state-owned enterprises and expectations of stateowned enterprises. I can imagine you could extend that list further,
maybe, but I would certainly want to consider that more carefully
with colleagues from the Treasury in terms of whether it made sense
in this context. There are opportunities, but there are also risks in
bringing things within the envelope of a trade agreement.
This has to change for the next wave of trade deals.
With this level of reporting will come some clarity about how to tackle the challenge of
new digital taxes, which are becoming such an important part of world trade. Indeed,
McKinsey4 estimate that digital flows now have a larger impact on GDP growth than trade
in goods, and 12% of the global goods trade is conducted via international e-commerce
platforms.

4

http://www.mckinsey.com/business-functions/digital-mckinsey/our-insights/digital-globalizationthe-new-era-of-global-flows
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4. Transform the strength of tax authorities
Fourth, we had to transform the strength of tax authorities. Tax collectors have suffered
some of the most brutal cuts in the times of austerity. Yet now civil servants face off
against armies of lawyers equipped with the latest in tax avoiding technology. It is not a
far fight. Its time to level the playing field.

5. Change the Narrative
Finally, and perhaps most important of all, we have to work hard to change the narrative
around tax. Tax is not simply a ‘revenue raiser’ for a greedy state. Tax is the price we all
pay for life in a civilised society. That’s why ‘patriots pay their taxes’. Elizabeth Warren, in
her YouTube interview which went viral, perhaps put it best:
‘There is nobody in this country who got rich on their own.
Nobody. You built a factory - good for you.
But I want to be clear. You moved your goods to market on roads
the rest of us paid for. You hired workers the rest of us paid to
educate. You were safe in your factory because of police forces and
fire forces that the rest of us paid for. You didn't have to worry
that marauding bands would come and seize everything at your
factory.
Now look. You built a factory and it turned into something terrific
or a great idea. God bless! Keep a hunk of it. But part of the
underlying social contract is you take a hunk of that and pay
forward for the next kid who comes along.’

‘The art of taxation’, said the French Statesman Jean-Baptiste Colbert, ‘consists in so
plucking the goose as to procure the greatest quantity of feathers with the least possible
amount of hissing’. Right, now the wrong people are hissing. Not the wealthy, but the poor
who can see the wealthy play by a different set of rules.

ENDS
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