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Foreword by Ed Miliband and Ed Balls

Britain needs to build an economy that works for all working people once again.
For most of the twentieth century there was a vital link between the wealth of the
country as a whole and the family finances of millions of hard-working families. As
the country got better off, so did working people. A growing economy brought shared
prosperity. And that meant that people who put in effort were rewarded, with good
jobs, paying decent wages, and were able to make a better life for themselves. Millions
of families bought a house, a car, even a second car, took holidays abroad, started their
own business, looked forward to a stable pension in retirement and were confident
that they could set their children up in life so they could enjoy a better life than
themselves.
That seems like a different world for millions of working families in Britain today. And
that’s because that vital link between the overall wealth of the country and the family
budget has been broken. People are now working harder, for longer, for less than
before. Wages are growing more slowly than prices, not just this month or last month,
but for month after month after month. In fact, prices have risen faster than wages in
38 out of the 39 months that David Cameron has been Prime Minister, a record shared
by no other Prime Minister in history. Millions of Britain’s families are engulfed in a cost
of living crisis as a result.

5

The worsening of the cost of living crisis isn’t an accident of the policies of the
Tory-led government. It is a direct consequence of them. Because this Government
has overseen the slowest recovery on record and really seems to believe that the
way an economy should grow is by looking after a tiny privileged few at the top
and squeezing everybody else. That’s
why they give a tax cut to millionaires
at the same time as making life harder
for millions of working families. That’s
why they promote greater and greater
insecurity at work, planning to make it
easier for businesses to fire, rather than

“The worsening of the cost of
living crisis isn’t an accident
of the policies of the Toryled government. It is a direct
consequence of them.”

making it easier to hire.

Labour Party | One Nation Economy

Our country has to change direction.
We need to build a new economy which
re-establishes the connection between
the success of the country as a whole
and the success of Britain’s working

“a One Nation Economy, built
on the understanding that
Britain’s working people are
our country’s greatest asset”

families. That’s what we call a One
Nation Economy, built on the understanding that Britain’s working people are our
country’s greatest asset and so when they do well, Britain will do well too.
That depends on creating new, higher paying jobs in this country. It means competing
with the world on high skills, not low wages. Attracting the best businesses from all
over the world to come here because they know that they can rely on a world-class
workforce. It also means releasing the energies of Britain’s small and medium sized
businesses, not just relying on the very biggest firms, as this government does at the
moment. It means reforming our banking system so that finance is available to new
companies as well as old. And it means taking on the barriers that hold our economy
back, including real reform of the big gas and electricity market that has burdened
millions of British businesses with bills that are just too high.
6

Building an economy that works for working people again won’t be easy. After the
failure and damage of the last three wasted years, we know that the next Labour
government will have to stick to strict spending limits. But we can grow and earn our
way to a better future. And that’s what a One Nation Labour government would do.

Ed Miliband

Ed Balls

Leader of the Labour Party

Shadow Chancellor of the Exchequer
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Introduction

How are we going to build an economy that works for working people, not just a few
at the top? That has been one of the central questions Ed Miliband set Labour’s Policy
Review over the past year. This document sets out some elements of where that work
has led. It seeks to inform debate within and beyond the Party as we look to deliver a
manifesto that can rise to the scale of the challenges Britain faces.
Those challenges are immense. And none is greater than the cost of living crisis. Prices
have risen faster than wages for 38 of the last 39 months that David Cameron has
been Prime Minister. And while family budgets are squeezed, just as prevalent is a
deep sense of insecurity in an economy that many working people know isn’t working
for them.
Just as they know the economy isn’t working for them, they know they have a
Government that is doing the same. Trickle down economics, standing up for a
privileged few, and engaging in a race to the bottom on living standards and insecurity
for everyone else; none of this is the answer to the cost of living crisis we are in the
midst of. Cutting the taxes of a few people at the top, whilst raising them for everyone
else, won’t deliver the type of change people demand and deserve.
But our task is not to assume that people’s disappointment with David Cameron will
translate into a renewed sense of trust in the Labour Party. We have to earn that
trust by offering not just a different team to this Tory-led Government, but a different
direction for Britain.
The next Labour Government will have to be very different from the last. We will
face a deficit that means that while in the past we could plan on the basis of rising
departmental spending, we will have to plan on the basis of it falling. As well as a
fairer approach to reducing the deficit than the Tories, we will need a new approach to
delivering social justice in an era when there simply is less money around.
So our task is one of economic reform. We must build greater fairness into our
economy rather than simply dealing with the consequences of it as it stands. This
document sets out how we make a start in doing that.
First, by recognising that that winning the race to the top in the 21st Century can’t
simply rely on a privileged few creating wealth and letting it trickle down. We will
succeed only with the bulk of hard-working people of Britain playing their part in our
nation’s success and being rewarded for doing so. That’s why we need, not just the
50% who go on to university, but the forgotten 50% who do not to have a clear, gold
standard route through education and into the world of work. And it’s why we have to
tackle the exploitation of zero hour contracts and strengthen the minimum wage so
that those in work see a labour market that is set up for them to succeed not to make
their lives ever harder.
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Second, by backing those areas that will drive growth and create quality jobs. That’s
why we need a new approach to business taxation. In an era when money is tight we
must prioritise support for the hundreds of thousands of small businesses that are
struggling, not the biggest businesses that have seen large tax cuts in recent years.
These are the businesses whose innovation and dynamism we are relying on to drive
our economy on but which politicians too often think don’t matter to our future.
And from strengthening the Green Investment Bank to providing long term certainty
to the industry with a 2030 decarbonisation target, we will do government’s job:
providing a framework that let’s British business compete with the best in the world.
Third, it means tackling economic problems at their root, rather than dealing with the
symptoms. Bringing down the Housing Benefit bill by building the homes that we
need, not by penalising disabled families with a bedroom tax; lowering low skilled
immigration by reducing exploitation and undercutting in our labour market, not
setting a target to reduce immigration that counts British people leaving as a success;
building long-termism into the culture and corporate governance of boardroom Britain,
not just bemoaning the fact that we simply don’t invest enough to compete in the
21st century.
8

Fourth, we need a dynamic private sector that creates wealth, rather than simply
extracting it. That means calling time on markets that aren’t working for Britain. From
train operators to pension funds, energy companies to banks, we will be relentless in
breaking up the vested interests that are holding this country back.
It is a changed economic agenda rooted in our politics: a party changing to get back
in touch with ordinary working people so that we can address the cost of living crisis
they face.
The chapters below reflect the work on economic reform that has been carried out
over the past twelve months. Over the coming months we will publish two further
documents, setting out One Nation Labour’s plans for social and political renewal.
These will be submitted to the relevant policy commissions within the National Policy
Forum and through that root play a part in building a manifesto worthy of the British
people in 2015.

Jon Cruddas
Policy Review Coordinator
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Fair deficit reduction
8
6

% change on previous year

The financial crisis caused deficits to rise across the world. Because of the
economic failure of the Tory-led4 Government over the past three years the
deficit still remains high and will need to be addressed by any incoming
government in 2015.

2

One Nation Labour’s priority is 0to put jobs and growth first, with an approach to
the deficit that puts a fair sharing of burdens at its heart. Our task is to unite
not divide Britain, so in tough -2
times it is more important than ever that people
contribute according to their ability to do so.
-4
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The approach of the Tory-led Government has resulted in the slowest economic

recovery for one hundred years and falling living standards. While the United States,
which took a more balanced approach to deficit reduction, has an economy now
4.6 per cent larger than it was before the financial crisis, in the UK the economy is

still 3.2 per cent smaller. What sounds like abstract statistics has for ordinary families
meant a cost of living crisis with falling wages, rising prices, and growing insecurity.
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The Tories’ failure to support living standards and growth means that they have
also failed to bring down the deficit. Borrowing is forecast to be the same this year
as it was last year and the year before, with the Tories borrowing £245 billion more
than planned during the course of this Parliament. At the time of the 2010 Spending
Review the Office for Budget Responsibility forecast that the deficit would fall to
£18bn in 2015-16. They now forecast that it will be £96bn, even with the further
deep cuts to public spending which the Tories have announced.
Instead of supporting living standards and growth with a fair approach to the deficit,
the Tories have given a tax cut to those with incomes of £150,000 or more. This
means an average tax cut of £100,000 for 13,000 millionaire. It is based on the
outdated idea that the route to a strong economy is tax cuts for the wealthiest that
simply trickle down to everyone else. It has left ordinary families bearing the weight
of deficit reduction, just as they face the cost of living crisis of falling wages and rising
prices. Labour would not be cutting the 50p income tax rate, but would be using the
money to protect tax credits instead.

One Nation Labour’s Approach
10

A Labour Government in 2015 will therefore face a country in which families are being
squeezed but also where a high deficit remains. We will have to govern with much less
money around. The last Labour government was able to plan its 1997 manifesto on
the basis of rising departmental spending. The next Labour government will have to
plan on the basis of falling departmental spending.
In tougher times, we will make tougher choices, but as we do so our commitment to
fairness will run through everything we do. A One Nation approach recognises that a
sustainable recovery will be made by the many, not just by a few at the top. Fairness,
rising living standards for the many, growth and deficit reduction go together. It is only
when the millions of people on middle and low incomes are able to go out to work to
raise the living standards of themselves and their families that we will see the tax
revenues to bring down the deficit. It is only when those on middle and low incomes
receive a fair reward from the wealth which they create that we will see a broad-based
recovery.
That is why a fair approach to deficit reduction will be at the heart of how One Nation
Labour governs. We would bring back a lower 10p rate of income tax, paid for by a
mansion tax on houses worth more than £2 million, helping those on middle and low
incomes. We have also set out plans to restrict the pension tax relief enjoyed by those
on the highest incomes to pay for a Compulsory Jobs Guarantee to get the long-term
unemployed back to work.
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And the getting the deficit down will require other difficult choices. We need to prioritise
and strike the right balance between universal and targeted support. So at a time when
the public services that pensioners and others rely on are under strain, and the state
pension is protected by the triple lock, it can no longer be a priority to continue paying
the winter fuel allowance to the wealthiest pensioners. To underpin our approach we are
also carrying out a zero-based spending review – a root and branch review of every pound
the government spends from the bottom up – which we have already begun and will
complete in our first year in office. We will also ask the Office for Budget Responsibility
to independently audit the costings of spending and tax commitments in Labour’s next
manifesto.
A One Nation Labour government will bring down the deficit in a balanced way. It will
make fairer choices on who bears the weight of deficit reduction, including those on the
highest incomes. And it will build a recovery which is made by the many, supporting the
living standards of Britain’s hard working families in order generate the wealth we need
to bring down the deficit.
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Key Facts:
• The Tories are borrowing £245bn more than planned over this Parliament,
with the deficit at the same level this year, last year and the year before.
• The cut in the 50p income tax rate has given an average tax cut of £100,000
to 13,000 millionaires.
• Instead of investing for the future the Tories are planning to cut capital
investment by 1.7 per cent in 2015.

One Nation Labour policies:
• Labour would not be cutting the 50p income tax rate, but would be using the
money to protect tax credits instead.
• We would use a mansion tax on houses worth over £2m to re-introduce a
lower 10p rate of income tax, helping those on medium and low incomes.
• We would not continue paying the Winter Fuel Allowance to the richest
pensioners.
• We will ask the Office for Budget Responsibility to independently audit the
costings of spending and tax commitments in Labour’s next manifesto.

Labour Party | One Nation Economy
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Jobs for the future: backing small
business and the green economy
In the past our economy has been too reliant on a narrow group of sectors, such
as financial services, to drive growth. The growth in high paying jobs was also
concentrated in these sectors. But the high skill, high wage jobs of the future
won’t come from the same places as before. We need to identify the sectors,
areas and types of businesses who will be able to generate well paid and secure
jobs in future. The government cannot create those jobs, but as in other countries
we can set policy to support those sectors, areas and types of businesses which
will underpin our future success.
The opportunities from our transition to a low-carbon economy will be at the
heart of our support for developing sectors. Across energy generation, energy
efficiency, housing and infrastructure, technological development means that
with the right framework of support we can increase the chance that British firms
and British workers are able to make the most of the opportunity that exists. The
prize is very real - 400,000 additional jobs by 2020 - and the chance to generate
productive, high skilled and well paid jobs that would underpin a successful race
to the top. 1
Small and medium sized businesses also have a growing role in building a
recovery made by the many. As analysis by Labour’s Small Business Taskforce,
chaired by Bill Thomas, found that in the early 1970s there were fewer than 1
million small businesses and the consensus was that growth would be driven
by small numbers of very large corporations. Now there are nearly five million
small and medium sized businesses, providing more than 50 per cent of GDP and
forming a vital route into work with nine out of 10 people joining the private
sector from outside the labour market going into small or medium sized firms
or setting up their own business. Crucially, most jobs in the next 15 years will
be created by businesses which don’t yet exist. Supporting that dynamism and
innovation is the only way we’ll compete in a world that sees markets changing
faster than ever before.

Britain Today
Small businesses in the UK today are facing a double squeeze, with the cost of doing
business going up while they are still unable to get the support they need from the
banks. Business Rates have risen by more than 10 per cent already this Parliament,
with more than 10 per cent of members of the Federation of Small Businesses saying
that they are now paying as much or more in Business Rates than they are in rent.
Meanwhile, energy bills are the second highest outlay after wages, with average bills
rising since 2010.
1

Renewable Energy Association, Renewable Energy: Made in Britain, 2012
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Productive small businesses are not only facing these rising costs, but also cannot
access the funding they need to grow. As described in the chapter on banking below,
the banking system is not supporting businesses that are creating jobs, with lending
to businesses falling steadily since 2010 and by £4.5 billion in the three months to
May.
The Tories’ priority has been to cut Corporation Tax for multinationals and large
businesses. The UK needs a competitive rate of Corporation Tax for multinationals,
but with their tax bills being cut by £10 billion over this Parliament there are real
questions about the balance of support between large and smaller firms. A further cut
in Corporation Tax is planned for April 2015. That would leave Britain with a 20% rate,
a lower rate than any other major developed country and equal with the likes of Saudi
Arabia and Russia.
Support for small businesses must be matched by investment in the growth sectors of
the future like the green economy. But it is only by creating the right policy framework
that we will attract the scale of investment we need. The Tory-led Government has
failed to do this and investment has slumped. Large scale clean energy investment
fell from £7.2bn in 2009 to under £3bn in 2012 and its projected to decline further
in 2013.2 This has been widely blamed on the Government’s failure to provide the
policy certainty needed to de-risk investment. An unwillingness to commit to a 2030
decarbonisation target; signals that the Government would unpick the 4th Carbon
Budget; an implicit policy bias towards gas over low carbon alternatives; and the slow
pace of energy market reform have all combined to destabilise the investment climate.
Clean Energy Investment Trends

Clean energy investment trends
12
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This, in turn, is putting an estimated £180bn worth of investment at risk this decade.3
Falling investment and uncertainty about the UK’s commitment to the green economy
has direct effects with less output in the economy. But the timing of this policy failing,
when the competition to see which countries will best seize the opportunities of the
green economy, is particularly worrying. In the 21st century comparative advantage is
as much about who got there first and developed the specialisms and expertise, as it
is about factors that are set in stone. The cost is real. Fewer opportunities for British
businesses to buy and sell green goods and services, and crucially fewer high-skilled
jobs across this sector has an impact both now and for the future.

One Nation Labour’s Approach
In an era when there is less money around your priorities have to play a much bigger
role in driving policy decisions. To help build an economy that works for working
people One Nation Labour will support the small businesses who, as Labour’s Small
Business Taskforce has showed, have the innovation and dynamism to grow the
economy and create new jobs. That is why we will not go ahead with the Tories’
additional Corporation Tax cut for multinationals and large businesses in 2015-16, but
will use the money to cut and then freeze Business Rates for small and medium sized
businesses instead. This cut in 2015-16 and freeze in 2016-17 will mean an average
Business Rates saving of nearly £500 on 1.5 million properties. This compares to just
80,000 businesses that would benefit from a cut in Corporation tax. It shows that
with the right choices we can build an economy made by the many.
We will also set up a proper British Investment Bank to help small businesses get
access to the funding they need, combined with a network of regional
banks which understand the needs of businesses in their
local areas. We are driving the campaign to bring Small
Business Saturday to the UK. And we must tackle the
culture which refuses to take pride in professions such
as engineering and prevents good manufacturing firms
accessing schools to talk to young people. We should
be supporting employers trumpeting British business
success, such as through the Made in Britain Mark.

3

with the right
choices we
can build an
economy made
by the many

Green Alliance, The Future of UK Infrastructure, 2013.
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Small Business Saturday
Small Business Saturday is a day when people are encouraged to support the small
businesses who are at the heart of their local communities. It has been a huge
success in the United States, where it was supported by President Obama and led
to 100 million Americans spending $5.5 billion with small businesses last year.
Labour’s Shadow Business Secretary, Chuka Umunna MP, has led the campaign to
bring a Small Business Saturday in the UK and brought together a movement of
small business organisations and councils to make it happen. It will take place on 7
December and will benefit small businesses on the busiest shopping day of the year.

When it comes to specific sectors Labour will back low-carbon industries by giving
them policy certainty. Those investing in green energy can do so with certainty over
the return they will make. That is why we have committed to the decarbonisation of
the power sector by 2030 and have called on the Government to support us. We will
also commit to the new system of contract for difference and capacity auctions being
introduced through the Energy Bill. And we will create a new Energy Security Board
16

with statutory responsibility for identifying our energy needs, taking co-ordinated
action to meet this need and providing a clear framework for investor certainty.
The Green Investment Bank should also be playing a key role in providing funding,
which is why we have said that it should have borrowing powers and become a real
bank. Finally, we have committed to actively use the public sector to boost demand for
green goods and services.
We need to ensure that investment in the green economy creates opportunities for
British firms and workers. British manufacturing should be producing the plants,
equipment and technology for the clean energy sector and our small and medium
size firms should be a critical part of the supply chain. And this will mean more of the
high skilled jobs we need to win the race to the top. Labour is committed to an active
industrial policy to ensure British firms and workers benefit from long-term policy
support for the green economy. This is about ensuring we are doing everything we can
to secure for Britain a competitive advantage in the green economy for the future.
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Key Facts:
• Corporation Tax paid by multinationals and large businesses is being cut
by £10 billion over this Parliament, while Business Rates paid by small and
medium sized businesses have increased by more than 10 per cent.
• More than 10 per cent of members of the Federation of Small Businesses are
paying as much or more in Business Rates as they are in rent.
• Nine out of 10 people joining the private sector from outside the labour
market going into small or medium sized firms or setting up their own
business.
• Energy investment has fallen from an all-time high of £7.5bn in 2009 to under
£5.3bn in 2012. The total loans made available to finance large scale green
projects has fallen more dramatically from £7.2bn in 2009 to £3bn in 2012
• Support for the green economy could unlock 400,000 additional high skilled
jobs by 2020.
17

One Nation Labour policies:
• Labour will not go ahead with the Tories’ additional Corporation Tax cut for
large businesses and will cut and then freeze Business Rates for small and
medium sized businesses instead.
• We have accepted the recommendation of Labour’s Small Business Taskforce
that we should support a network of regional banks which will understand and
meet the needs of businesses in their area.
• We are committed to a 2030 power decarbonisation target and a clear delivery
plan to achieve this.
• We will create a new Energy Security Board with statutory responsibility for
identifying our energy needs, taking co-ordinated action to meet this need
and providing a clear framework for investor certainty.
• We would expand the Green Investment Bank and give it borrowing powers so
that it can provide the funding required.

Labour Party | One Nation Economy
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The banking system should be serving our businesses, providing
funding they

need to start up and grow. Small businesses in particular rely on bank finance,
and should be able to trust in the banks to understand their needs and act in their
best interests. That’s not the banking system we have now.
500 this around is at the heart of a One Nation Labour approach, because it
Turning

is 450
only by backing our small businesses that we will be able to generate the jobs
we400
need and build a broad-based recovery. We need a One Nation banking system
350
that
serves Britain, rather than having Britain serving our banks.
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150 every day we are faced with the failure of our banks. Lending down, bonuses
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up100
and a culture of making a fast buck rather than taking responsibility.
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Lending to businesses has fallen steadily since 2010, including by another £4.5 billion
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in the three months to May this year, meaning that they are unable to get the funding
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they need to invest, create jobs, and raise living standards.

Change in Bank Lending to Small and Medium-Sized Enterprises,
(£ million since April 2011)
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The financial crisis, caused by excesses in the banking system, led receipts to fall by
10 per cent and opened up the deficit. But it also uncovered scandals such as the
1200
mis-selling
of Payment Protection Insurance – where the banks have been forced to

pay
more than £17 billion in compensation – and the mis-selling of complex interest
1000
rate products to small businesses.
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Case Study: Bank Mis-selling to Small Businesses
The Hendersons run a sign-making company in Putney, South London. They were
sold an “interest-rate dual-amortising swap product” by the bank which they had
joined 40 years ago and trusted. Jane Henderson describes how she was asked by
the bank’s broker: “Are you ready to trade?” She thought that it was just a loan. But
they lost hundreds of thousands of pounds – and half their staff lost their jobs – on
a financial bet that still cost them money even after the loan was paid off.
They are among 40,000 businesses who have been sold ‘interest rate swaps’. An
investigation by the Financial Conduct Authority found that in nine out of ten
cases mis-selling had taken place.

These show a failure at the very heart of our banking system. Too many people
working at the top of our banks lost sight of their responsibility to support the real
economy and took excessive risks to enrich themselves at the expense of ordinary
people. The last Labour government, along with governments round the world, should
have done more to prevent the crisis with tougher regulation. At the time the Tories
20

were calling for further deregulation and even now they refuse to introduce proper
regulation and reform of our banks.
They have refused to give regulators the powers to break up the banks if they do
not fully implement reform and change their culture. They have cut taxes for the
banks, refusing to repeat Labour’s bankers’ bonus tax. Bonuses at the banks and
other financial sector firms rose by 82.7 per cent in April this
year as they rushed to take advantage of the Tories’ tax cut
for millionaires. The Government’s attempts to increase bank
lending to businesses – such as the so-called ‘Project Merlin’
deal with the banks, the National Loan Guarantee, and the
Funding for Lending Scheme – have failed to do so.
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We need a One
Nation banking
system that serves
Britain, rather than
having Britain
serving our banks

One Nation Labour’s Approach
Labour will develop the One Nation banking system we need – banking which works
for every region, every sector, every business and every family in the UK. London is
one of the world’s great financial centres and Britain’s banking sector is one of our
most important employers. We must ensure that it operates to support the rest of the
economy, through five key areas of reform.
First, real separation between investment and high street banking. If we do not see
reform of the banks with a tough ringfence between “casino” banking, and high street
banking, alongside a genuine change in banking culture by 2015, Labour will break
up the banks. A backstop power to deliver this break up was recommended by the
Parliamentary Commission on Banking Standards, but rejected by the Tories.
Second, we will set up a proper British Investment Bank to support finance for small
and medium sized businesses. As the report by Nicholas Tott for the Labour party
revealed, all the most successful economies around the world recognise the need
for state support for business lending: from Asian capitalist states like Singapore,
through active industrial states like Germany, to supposedly free market states like the
USA. The Government’s response to our proposals, setting up a Business Bank, is too
unambitious and too slow to provide the support we need.
Third, the consultation we have run with small businesses around the country over
the last year has highlighted a deep distrust of the banks. Businesses do not believe
that the banks understand them or their local economies. We have therefore accepted
the proposal of Labour’s independent Small Business Taskforce to support a regional
banking system which reaches out to businesses up and down the country.
Fourth, we will tackle excessive pay in our banking system. Entrepreneurs and wealth
creators should be rewarded, with exceptional rewards for exceptional performance.
But too often pay and bonuses in our banking system reward failure and is out of all
proportion to the contribution being made. That is why we have proposed a repeat
of the bankers’ bonus tax to provide a Compulsory Jobs Guarantee for young people.
Banks should also have to put an ordinary member of staff on the committee which
sets executives’ top pay and the Government should implement Labour’s proposal –
already in law – to increase transparency on pay. Controlling pay would mean that the
banks would have more money available to lend to small businesses.
Finally, there should be Code of Conduct for bankers so that those who act recklessly
can be struck off – a proposal which now has cross-party support. Bankers who attempt
to rip-off their customers or take excessive risks must know that they will personally
face the consequences.
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Banks must not be isolated from the rest of the economy. We need a One Nation
banking system which will serve the whole of the country. These policies to reform our
banks will help underpin a recovery made by the many, supporting the growth and jobs
we need to raise living standards.

Key Facts:
• Lending to businesses fell by £4.5bn in the three months to May 2013.
• Bonuses in financial and business services rose by 82.7 per cent in April this
year as high earners took advantage of the Tories’ tax cut for millionaires.
• The banks have already had to pay out more than £17bn for mis-selling
scandals, and the regulator has found that in more than 90 per cent of cases
there were flaws in the sales of complex interest rate products to businesses.
• It’s no wonder small business doesn’t get a good deal when five banking
groups hold over 90 per cent of the small business banking market, limiting
22

competition in the market.

One Nation Labour’s policies:
• We would be repeating the bank bonus tax to fund a Compulsory Job
Guarantee for young people.
• If we do not see reform of the banks with a tough ringfence between casino
banking, and high street banking, alongside a genuine change in banking
culture by 2015, Labour will break up the banks.
• We are proposing a proper British Investment Bank to support lending to
businesses, and a regional banking network to serve every part of the country.
• We will introduce a Code of Conduct for bankers so that those who act
recklessly or who are found to be mis-selling can be struck off.
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An Energy Market People Can Trust

Annual energy bills have increased by almost £300 for families since 2010,4 and
make up one of the core elements of the cost of living crisis the country faces.
Families that are being squeezed by rising bills can’t afford to buy the things that
British businesses try to sell and small businesses struggling to balance their
books can’t innovate or take the risks necessary to flourish and succeed. Both see
prices rising but never falling, and conclude that this is a market that works for
some but not for them.
But this is a market that is too important to our country to leave in a state of
mistrust and uncertainty. Instead we need a new settlement that provides certainty
for those looking to invest, but that consumers can trust to work for them.

Britain Today
The energy market is dominated by six big companies who generate most of the
power we use and supply gas and electricity to over 98 per cent of homes. Lack of
competition, limited transparency and weak regulation have blunted the incentives for
these companies to keep prices down.
This has become acutely clear in recent years as price fluctuations in the wholesale
market have been used to drive up the prices people pay.
This has happened because when the price suppliers pay for their energy (the
wholesale price) increases, energy companies pass this on to consumers. But when
it drops, consumers do not see the benefits through reductions in bills.5 So when
wholesale electricity prices increased in 2008, for example, energy companies passed
much of this on. But when wholesale prices declined by 46% in 2009, average prices
paid by families dropped by only 5% and business by 15%.6 Four years later and
consumers are still waiting to see the full decline.

Ofgem, Supply Market Report, 2013.
Which?, The Imbalance of Power, Wholesale Costs and Retail Prices, 2013; Consumer Focus http://www.consumerfocus.org.uk/
policy-research/energy/paying-for-energy/wholesale-retail-prices
6
Based on DECC Updated Energy and Emissions data. October 2012. Historical data is taken from central scenario. All prices are in
the real 2012 prices
4
5
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This has been possible because the market is not competitive enough. The existing
model of vertically integrated firms (i.e. firms that both generate and supply
energy) provides littleProfit
incentive
for and
companies
to keep
wholesale
prices2007-11
efficient.
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is not the case. The companies that are making the highest profits are investing
Operating margins (%)

the least in new capacity, opting to pay large dividends to shareholders instead.8
So increasingly, new clean energy is being funded by a wider and more diverse range
of investors from pension funds to international investors. 53% of the investment in
clean energy comes from these sources.
Operating profits and investment in new UK capacity
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Bloomberg New Energy Finance, UK Big 6 Utility Investment Trends, 2012
9
Green Alliance, The Future of UK Infrastructure, 2013.
7
8
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We have a broken energy market and yet the Tory-led Government has done nothing
to tackle this. David Cameron promised to force energy companies to put everyone on
the cheapest tariffs. But in reality all the Government has done is to require energy
companies to simplify and reduce the number of tariffs on offer and to provide more
information on their deals. Even DECC’s own forecasts show the mark-up between
wholesale and retail energy prices rising even further in future, even taking into
account the impact of policies to tackle climate change.
As well as failing to stand up for consumers, David Cameron has failed to deliver
the investment in clean energy we need. Large scale clean energy investment fell
from £7.2bn in 2009 to under £3bn in 2012 and its projected to decline further in
2013.10 This is a result of the Government’s failure to provide the policy certainty and
confidence needed to attract a wider range of investors.

One Nation Labour’s approach
We need to deliver a fairer energy market that works for ordinary people, rebuilds trust
and delivers investment for the future. At a time when there is upward pressure on
bills, including from measures to increase investment in clean energy, it is crucial that
26

consumers have a market they can trust that delivers the fairest price possible.
One Nation Labour’s approach to doing this is to put in place significant structural
reforms of the market. We will put transparency and competition back into the market
by passing legislation to force energy companies to separate their generation and
supply businesses and trade all electricity and gas on open exchanges. Everyone
will be able to see at what price energy is being bought and sold. By introducing a
simplified, easily comparable tariff structure we will ensure that ordinary families have
more power to get the best deal from the market.
To reinforce faith in the market we need a tough regulator with
the power to act. So we will abolish Ofgem and put in place
a new energy watchdog with the power to force energy
companies to pass on price cuts if wholesale costs fall but
the market does not respond.
These measures will deliver a radical overhaul of the
energy market, reintroduce proper competition and
create a system with fairness to consumers at its heart.
But these measures will take time to be put in place.
So we will also take immediate action upon entering office
to help families facing the cost of living crisis by freezing
10

Source Bloomberg New Energy Finance, 2013.
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We need to
deliver a fairer
energy market
that works for
ordinary people

prices through to January 2017. This will prevent further increases in mark-ups on
the back of the major increases in this Parliament and save significant sums for
households and businesses.
But action from a One Nation Labour government must be matched by action from
everyone to reduce the energy we use so that our bills are affordable in the long-run.
The Green Deal is failing to deliver. Since its launch, only 384 deals have been signed
up to and just twelve have gone live. This is woefully inadequate so we will overhaul
the Green Deal and replace it with a new Energy Save scheme to help reduce the
energy we use.
Finally, radical reform must be combined with strong action to ensure increased
investment in our future energy supply. So we will provide policy certainty by setting
a 2030 power sector decarbonisation target; commit to the new system of contract
for difference and capacity auctions being introduced through the Energy Bill; give the
Green Investment Bank borrowing powers; create a new Energy Investment Board; and
actively boost demand for clean energy through the public sector.
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Key Facts:
• Annual combined energy bills have increased by almost £300 for families over
the last 3 years.
• Wholesale prices declined by 46% in 2009 but average prices paid by families
and businesses only dropped by 5% and 15% respectively. Four years later
and consumers are still waiting to see the full decline.
• Clean energy investment fell from £7.2bn in 2009 to under £3bn in 2012 and
its projected to decline further in 2013 under David Cameron.

Labour Party | One Nation Economy

One Nation Labour’s policies:
• Pass legislation to force energy companies to separate their generation and
supply businesses and track all electricity and gas on open exchanges.
• Introduce a simplified tariff structure that gives ordinary people more power
to get the best deal from the market.
• Abolish Ofgem and put in place a tough new energy watchdog with the power
to force energy companies to pass on price cuts when wholesale costs fall and
the market does not respond.
• Take immediate action upon entering office to rebuild trust in the market by
freezing prices through to January 2017.
• Replace the Green Deal with a new Energy Save Scheme.
• Support investment by committing to a 2030 power sector decarbonisation
target alongside the new reforms being introduced through the Energy Bill,
28

giving the Green Investment Bank borrowing powers, create a new Energy
Security Board and boosting demand for clean energy through an active public
sector.
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Runaway rewards at the top…

Pay at the top has seen huge increases in Britain in recent decades. These
increases have been justified on the basis that, while they might increase
absolute inequality, large rewards to those at the top were necessary to drive
up living standards for the many. ‘Trickle down’ economics assumed that such
rewards would create incentives for innovation and entrepreneurialism, and that
everyone would benefit from the resulting growth, jobs and better wages.
On the basis of this approach we have seen dramatic rises in executive pay,
year on year. But those pay rises have too often taken place regardless of the
performance of the company concerned or the situation of the wider workforce.
Alongside the scale of such payments, the structure of rewards for those at
the top has reinforced a focus on short-term profits, weakening incentives
for investment and innovation, while helping to create a more volatile and
unbalanced economy. This has led to a bias towards competing on low wage,
low skill business models. In so doing top pay, far from floating all boats, has
contributed to the cost of living crisis Britain faces.
We can no longer simply rely on a few at the top to drive growth. A One Nation
Labour government would turn this situation around by tackling excessive top
pay where it is undeserved and taking action to ensure the gains from company
success are more equally shared.

Britain Today
Pay packages for top earners have increased dramatically over the last thirty years, far
outstripping improvements in the pay of ordinary workers over this period. Those at
the top of business have enjoyed increases of more than 3000% over
the past 3 decades11, leading to levels of wage inequality not
seen since the 1930s. Average chief executive remuneration
in FTSE 100 companies rose from 11 to 88 times the
average wage between 1980 and 2011.

12

We can
no longer
simply rely on
a few at the top
to drive growth

The High Pay Commission (2011) Cheques With Balances: Why tackling high pay is in the national interest, London
Figures quoted in Bell and Van Reenan (2011) Firm Performance and Wages: Evidence from across the corporate hierarchy,
London: Centre for Economic Performance, LSE and Hutton (2011) Hutton Review of Fair Pay in the Public Sector: Final report,
London: HM Treasury
11
12
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This is not just unfair. It is bad for business and our economy. In finance the focus on
short-term value over long-term success drove a culture of risk-taking that helped
drive the global financial crisis in 2008. And every time a chief executive gives himself
a massive pay rise - more than they deserve or the company can bear - it undermines
trust within that company and across society.
Yet the Tories still believe that we get economic success by focusing on rewards for
the privileged few. They have refused to implement the recommendations of the
Walker review requiring banks to publish details of the number of staff with pay of
over £1m, which the last Labour Government legislated for, and rejected calls to
publish company pay ratios. Instead their approach to growth is to introduce a tax cut
for millionaires, and to do nothing about the return of big bonuses in banking. In April
2013, bonuses in finance and business services were up by 82.7% on the previous
year as high paid bankers deferred their payments to take advantage of the 50p tax
cut.15 Millions of pounds of revenue will have been lost as a result, at a time when
people across the UK are facing a cost of living crisis.

One Nation Labour’s Approach
An unequal recovery won’t be a stable recovery. A One Nation approach starts from
the understanding that sustainable growth will be built by the many and not just a
few at the top. That means hard-working people being rewarded and motivated in
the workplace, and having the money to buy the goods and services that businesses
are selling. This means changing the way we run our economy so that rewards for
company success are more fairly shared. And it means creating a boardroom culture
that rewards wealth creation, not failure.
Real transparency is crucial to making that happen. Companies should be required to
publish the ratio of the pay of their top earner compared to the average employee and
to justify if that ratio is excessive. If it can be justified by performance, they should
have nothing to fear. If it can’t it is in the company’s long-term interests for that to be
made public.
We need shareholders to better exercise their responsibilities to scrutinise top pay,
because in the end pension funds are made up of the investments of hundreds of
thousands of hard working families who deserve to know that those investing on
their behalf are making the right decisions. So institutional investors should have to
disclose how they vote on pay and other issues.

15
ONS Average Weekly Earnings Dataset, Labour Market Statistics, August 2013, http://www.ons.gov.uk/ons/rel/lms/labourmarket-statistics/august-2013/dataset--earnings.html
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Getting top pay right also means having pay structures that people understand
and which don’t encourage short-term decision making. So we would also simplify
top pay packets to make them easier to scrutinise and introduce binding votes on
remuneration packages that ensure shareholders must approve a decision in advance,
not after the event.
And we also need to recognise – as many great companies do – that firms are
accountable to their workers as well as their shareholders. So we will put an employee
representative on remuneration committees, ensuring the views of ordinary staff are
heard when decisions to award top pay packages are made.

Key Facts:
• Average chief executive remuneration in FTSE 100 companies rose from 11 to
88 times the average wage between 1980 and 2011.
• Between 2001 and 2011, average CEO remuneration in FTSE 350 companies
increased by 108%, while the value of those companies rose by just 8% over
32

the same period.
• In 2012, the average FTSE 100 chief executive saw their pay rise by 12%
to £4.8m, at a time when the economy was stagnant and pay across the
economy was falling in real terms.

One Nation Labour’s policies:
• Increase transparency by requiring companies to publish the ratio of the pay of
their top earner compared to the average employee and the pay packages of
the ten highest paid employees outside the boardroom
• Look at how to simplify executive pay packages so that they comprise a basic
salary, with only one additional performance related element where necessary
• Put an employee representative on remuneration committees, ensuring the
views of ordinary staff are heard when decisions to award top pay packages
are made
• Require investment and pension fund managers to disclose how they vote on
pay and all other issues
• Introduce binding votes on remuneration packages that work, by ensuring
shareholders must approve a decision in advance, not after the event
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…low pay and insecurity
for everyone else
For many decades rising prosperity benefitted the bulk of working people. As the
economy grew, hard working families saw their incomes rise. They were able to
buy their own home, a car, and take holidays.
But that assumption has broken down. While those at the top have continued
to do well, middle earners are no longer guaranteed to share in our nation’s
success. In recent years, people on middle and low incomes have experienced an
unprecedented squeeze on living standards fuelled by falling wages, rising prices
and increasing job insecurity. Turning that around is central to the change a One
Nation Labour government will need to bring to Britain.

Britain Today
The vital link between the growing wealth of the country as a whole and family
finances has broken down. In recent decades even when productivity growth has
been strong, there gains were not passed on in increased earnings for the average
employee. Average wages first started to fall behind productivity increases in the
early 1990s. 16

Separation of UK trends in hourly earnings
and productivity in early 1990s
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Commission on Living Standards (2012) Gaining from Growth, London: The Resolution Foundation
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Some of this squeeze follows from long-term changes in our economy. Over the last
few decades less of what our economy produces has been paid out in wages and more
in profits to owners and shareholders. But this is only a small part of the story. Those
at the very top of business have also gained a much higher proportion of the wage bill
than middle and low earners. Since the late 1970s wages have grown almost twice as
fast for the top 10% as they have for those in the middle. Since 1979, 22p of every
extra pound earned has gone into the pockets of the best paid 1%. This tiny fraction of
the workforce now takes home more than 14% of all earnings, up from 6% in 1979.17
At the same time international competition, economic migration and greater labour
market flexibility have increased the pressure faced by those in low paid jobs.
While many of these factors are long-term, the problem now is that things are
getting worse not better. People are working harder than ever before. But for far
too many wages are falling and prices are rising. Real wages have fallen for 38 out
of the 39 months that David Cameron has been Prime Minister, many more than
any Prime Minister on record. Working people are today on average almost £1,500
worse off a year than in 2010. Official forecasts suggest that over the course of this
Parliament they will have lost a total of £6,660 in real terms. 18 Job insecurity and
34

underemployment have also risen significantly, with over 1.4 million people working
fewer hours than they would like and a sharp rise in casual and temporary work. 19
A recent survey found that more than half of all adults in Britain are struggling to
keep up with their bills and debt repayments, up from a third in 2006. 20
For the Conservatives this insecurity is not a problem, it is their entire economic
strategy. David Cameron often talks about the “global race”. It is essential that we
can compete with China and India and others. But the Conservative vision is a race to
the bottom in wages and skills, rewarding those at the very top but leaving everyone
else squeezed as never before. While the Tories now say they support the minimum
wage, having opposed its introduction, the truth is that they have not backed words
with action. The number of completed inspections carried out by HMRC in relation to
National Minimum Wage enforcement more than halved after David Cameron took
office and there have been just two prosecutions for National Minimum Wage offences
since 2010. 21

High Pay Centre (2013) Top to Bottom: Understanding Fairer Pay, London: HPC
Based on OBR projections, see http://www.labour.org.uk/uploads/ee276edc-9d40-2934-992c-5168aed82fbf.pdf
19
Over 2 million people are now working part time or temporary jobs because they are unable to find full time or permanent work.
House of Commons library note, based on ONS data April-May 2013
20
Money Advice Service 2013: https://www.moneyadviceservice.org.uk/en/campaigns/uk-money-habits-study
21
Hansard, written answer, 18 April 2013, Column 521W
17
18
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Instead of tackling job insecurity, the Tory-led Government has made it easier to fire
people by doubling the period an employee must have worked for a firm before they
can file an unfair dismissal claim and introducing charges for those who take their case
to tribunal. Downing Street even toyed with the call from venture capitalist Adrian
Beecroft to give small businesses the power to fire at will through compensated
no fault dismissal – a proposal that could have affected more than 3.6 million
private sector workers and was only dropped when it was rejected by the business
community. At a time of high unemployment, we need to make it easier to hire people,
not fire people..
So it is not surprising that David Cameron has been silent on the increasing prevalence
of ‘zero-hour contracts’ in some parts of the economy. One survey estimates that
a million people could be working on these arrangements22. This flexibility works
for some, but the lack of rules around the appropriate use of these contracts leaves
scope for exploitation and abuse. In some cases zero-hours workers are required
to be available for long periods without any promise of work. Some are required to
work exclusively for one employer despite having no guarantee of work. And some
employers appear to be using zero-hours contracts despite the fact that employees
are in practice working regular hours.
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Britain’s economy is not working for working people. We cannot go on with an
approach that simply promises more of the same: year after year of squeezed living
standards for the majority of working people.

One Nation Labour’s Approach
The Labour Government took significant action through the introduction of the
National Minimum Wage and tax credits to help working families. Alongside those
approaches the next Labour Government will need to focus on the type of economy
we are building and how that can help to tackle the cost of living crisis Britain faces.
That is how we will tackle the new inequality: the widening gulf between those at the
very top and everyone else.
One Nation Labour believes that a sustainable recovery relies on work that pays
for the many, not just a few at the top. You cannot build a lasting recovery on the
consumption of the richest alone. Instead we will build an economy that works for
working people by taking action to tackle the low pay and insecurity that is fuelling
the cost of living crisis.

22
CIPD Press Release, 5th August 2013: http://www.cipd.co.uk/pm/peoplemanagement/b/weblog/archive/2013/08/05/onemillion-workers-on-zero-hours-contracts-finds-cipd-study.aspx
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First, we would support the campaign for a living wage by requiring listed companies
to report on whether or not they pay the living wage. We would look for national
government to follow the lead of Labour Councils in taking the living wage into
account when awarding procurement contracts. And we are exploring how we might
establish Living Wage Zones for areas where enough employers are prepared to pay
the living wage. These would create incentives by sharing the savings to the taxpayer
with firms and areas that help to tackle low pay and boost the numbers of better paid
and higher skilled jobs on offer.
Second, we need a fairer tax system. One Nation Labour would reintroduce a lower
10 pence starting rate of tax, paid for by a tax on houses worth over £2 million.
This would benefit 25 million taxpayers on low to middle incomes.
Third, we would take action to tackle insecurity in the workplace. Flexibility has
benefits, but exploitation needs to be stopped. So we would stamp out the unfair
practices and abuses associated with zero-hours contracts: banning employers from
being able to require zero-hours workers to be available on the off-chance that they
will be needed; stopping employees from being required to work exclusively for one
firm if they are on a zero hour contract; and banning the use of zero-hours contracts
36

when employees are in practice working regular hours.
And fourth, we would protect working people from their
wages and conditions being undermined by strengthening
the National Minimum Wage – increasing maximum fines
for those who deliberately pay below the minimum
wage to £50,000, the same level as for fly-tipping, and
giving local authorities as well as the HMRC a role in
enforcement. The next Labour Government will further
strengthen the minimum wage, with Alan Buckle,
Deputy Chairman of KPMG leading work on how we make
that happen.

we would stamp
out the unfair
practices and abuses
associated with zerohours contracts

Fifth, we will help tackle the cost of living crisis and make
work pay by extending free childcare for 3 and 4 year olds from
15 to 25 hours per week for working parents. This will be paid for
by an increase in the bank levy.
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Key Facts:
• Prices have risen faster than wages for 38 out of the 39 months that David
Cameron has been Prime Minister – more than any Prime Minister on record.
• Working people are today an average of almost £1,500 a year worse off than
in 2010.
• Job insecurity and underemployment have also risen significantly, with over
1.4 million people working fewer hours than they would like and a sharp rise
in casual and temporary work.

One Nation Labour’s policies:
• Support the campaign for a living wage by requiring listed companies to report
on whether or not they pay it, using government procurement to promote
the living wage, and establishing Living Wage Zones sectors or areas where
enough employers are prepared to pay the living wage.
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• Reintroduce a lower 10 pence starting rate of tax, paid for by a tax on houses
worth over £2 million.
• Ban the exploitative use of zero-hours contracts, so that firms can’t require
zero-hours workers to be available on the off-chance that they will be needed
or that they work exclusively for them. We will also ban the use of zero-hours
contracts when employees are in practice working regular hours.
• Increasing the maximum fine for those who deliberately pay below the
minimum wage to £50,000, the same level as for fly-tipping.
• Strengthen the minimum wage with Alan Buckle, Deputy Chairman of KPMG,
leading work on how we make that happen.
• We will help tackle the cost of living crisis and make work pay by extending
free childcare for 3 and 4 year olds from 15 to 25 hours per week for working
parents. This will be paid for by an increase in the bank levy.
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Building long-termism
into the economy
Different economies compete in different ways. Much of that difference is routed
in the financial, corporate governance and cultural incentives that sit behind the
decisions firms make. In particular those incentives shape the business models
firms adopt, and the investment decisions they take.
Getting those incentives right is crucial to building the high skill, high wage,
economy we need if we are to win the race to the top and raise living standards.
Making that happen means overcoming the widespread culture of short-termism
that for too long has held our firms back. One Nation Labour agrees with much of
British business that building an economy that works for working people means
giving management the space and incentives to invest for the long-term rather
than simply focusing on getting through the next few months.

Britain Today
Business leaders, economists, trade unions and some investors all agree that the
pressure for companies to make a fast buck rather than take a long-term, sustainable
view is becoming an entrenched and worrying feature of Britain’s economy.
The Cox Review – commissioned by Labour – demonstrated how short-termism curtails
ambition, inhibits long-term thinking and provides a disincentive to invest in research,
training, recruitment and skills.
At the heart of the problem lies a market focus on short-term profits as the lead
indicator of management performance, with less attention paid to firms’ potential.
Quarterly reporting of profit levels to the markets is seen by many business leaders as
contributing to this culture.
The nature of share ownership in the UK also has an impact. The world where shares
were held for long periods of time by committed shareholders is long gone. The TUC
has pointed out that at the end of 2008, 41.5% of UK-listed shares were owned by
investors from outside the UK who will find it harder to develop engaged relationships
with the firms they invest in.
Existing rules also do little to ensure that institutional investors act in the long-term
interests of the companies they are investing in or of the ordinary savers whose
money they are investing.
The fleet footedness of investors that are focused on short-term profits alongside the
share price often providing the lead measure of a firm’s success seriously limits the
ability of a firm’s management to take a long-term view of creating value.
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And while most G8 countries have increased investment as a proportion of national
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income since 2010, the UK has seen the biggest fall of any G8 country other than Italy.
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Government is also failing to deliver on infrastructure, which is essential to the
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UK’s long-term ambitions. Just seven of the 576 projects listed in their infrastructure
pipeline are finished and less than 20% have begun construction. Meanwhile,
15

initiatives like UK Guarantees are underperforming, with just two projects having
received a guarantee so far, over a year since the scheme was announced.
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The Cox Review identified the causes of short-termism as: the way in which equity
markets now operate; the lack of financing mechanisms to help smaller companies
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grow and develop; and the short-term focus of governments.
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One Nation Labour’s Approach
One Nation Labour has made the case for changing the rules and incentives within
which firms operate to better support productive firms. These rules need to
encourage long-term investment rather than short-term speculation so we can make
our economy stronger, more balanced and better able to attract new investment
and create the skilled jobs for the future. That is the sustainable way to boost living
standards.
Central to this is a framework that helps firms take risks, innovate, not rest on their
laurels; supports them in investing in their people, not poaching trained workers from
others; and allows them to pursue the creation of sustainable value over the longterm, rather than simply prioritising the fast buck.
To help address this Labour has said quarterly reporting rules should be abolished to
help shift the emphasis away from a focus on short-term profits towards long-term
investment.
Our takeover rules also need reform. It’s wrong that short-term speculators who hold
shares for days or even hours have the same voting powers as those investors who
are in it for the long-term and support value creation. So to help tackle this problem
Labour has said we should restrict who should be able to vote on a takeover to those
already holding shares when a bid is made, giving long-term shareholders a greater
say.
A failure to tackle short-termism can also impact directly on the living standards of
ordinary people up and down the country. Many pension funds and their advisors
prioritise their own fees and the short-term performance of their funds. This eats
away at the savings and pensions of ordinary workers. So Labour is clear there should
be duties on investors to act in the best interests of ordinary pension savers and also
to prioritise the long-term growth of companies they are investing in over short-term
profits. These duties should be put in the Stewardship and Corporate Governance
Codes which companies and investors have to follow.
Government too needs to take a more long-term approach when it comes to the
major investment decisions facing the UK. Too often the country does not have
appropriate mechanisms to promote clear decision making and actually deliver critical
infrastructure when and where it is needed. The Armitt Review, commissioned by
Labour, has recommended a coherent 25-30 year national infrastructure strategy. This
would mean a new independent National Infrastructure Commission to assess the UK’s
infrastructure needs in consultation with stakeholders, make recommendations to the
Government, and then monitor its implementation. Only a commitment to long-term
decision making will ensure the UK is equipped for the future challenges we face.
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Key Facts:
• Nearly three-fifths of senior business leaders think short-termism is a major or
significant impediment to growth.
• The UK has the lowest rate of investment as a share of GDP of any G8 country
and since 2010 the UK has seen the biggest fall in investment of any G8
country other than Italy.
• The Government is also failing to deliver on infrastructure, which is essential
to the UK’s long-term ambitions. Just seven of the 576 projects listed in
their infrastructure pipeline are finished and less than 20% have begun
construction.
• The CBI has said that two thirds of business leaders believe that government
infrastructure policies will have no tangible impact, or even a negative one,
and that the underperformance of infrastructure in the UK is holding back
inward investment and growth.
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One Nation Labour’s policies:
• Takeover rules should restrict who should be able to vote to those already
holding shares when a bid in made.
• Quarterly reporting rules should be abolished.
• There should be duties on investors to act in the best interests of ordinary
savers and people with pensions and prioritise the long-term growth of
companies they are investing in over short-term profits.
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Backing the forgotten 50%

For years we have had governments which focus largely on the 50 per cent of
young people who go to university. That still matters hugely. But it is now time
to put things right for the young people who don’t plan to go to university, the
‘Forgotten 50 per cent’.
Trickle down economics told us that the success of a country was determined
just by the few at the top. Wealth would trickle down so it did not matter a
huge amount what those on lower incomes did. But that’s not what happened.
Succeeding as a country in the 21st Century, winning the race to the top, means
understanding that all our young people must play their part in making that
happen.
Making that a reality means providing clear routes for these young people from
school, into training and good quality jobs, to match the route from school, onto
university and a graduate career. It will help us build a different sort of economy,
one in which all young people maximise their potential, develop high levels of
skill and knowledge, and contribute to growth. It will also play a part in tackling
the cost of living crisis that has seen wages stagnate for too many for too long.
To do this we need to raise the status and quality of vocational learning and raise
demand for skills in the labour market.
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Britain Today
For the young person not planning to go to university their route through education
and into a good job with prospects is incredibly difficult to navigate. At its core this is
because of two factors. First we have an education system that, rather than catering
for this route as valuable in itself, sees it as the second string of an academic system.
And second, the world of work is not set up with well established routes into careers
for those that don’t go to university.
Today, the options open to young people seeking a vocational career are confusing
and often poor quality. There is no clear, motivational ‘end point’ to be reached at 18 at
which a young person gains a recognisable and respected vocational qualification. This
lack of a coherent pathway for young people who do not intend to follow the purely
academic route through GCSEs, A levels and on to university needs urgent attention.
Professor Alison Wolf estimates that currently 350,000 young people in a given 16-19
cohort gain little or no value from the education system .
Beyond school age the picture is also poor. Employers tell us they need many more
young people with technical ability and good English and maths skills. And young
people tell us the jobs they are in don’t offer the right training or opportunities to
progress.
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The lack of opportunities for the ‘Forgotten 50 per cent’ is a large contributor to the
high level of youth unemployment in the UK currently, with almost one million young
people out of work. In countries with strong vocational education and high numbers of
quality apprenticeship places like Switzerland, Germany and the Netherlands, the level
of youth unemployment is much lower at under 10% 23 - in the UK it is 20% 24.
The following table gives an insight into why we need to focus on raising both the
number and quality of apprenticeship places for young people if there is to be a clear
role for apprenticeships as the route from school or college into a good career. In
competitor countries with low youth unemployment more than a quarter of employers
train apprentices, apprenticeships are geared towards the under-25s and the majority
are high-skill.

Comparing apprenticeship models in England
and other European countries
Apprenticeship – England 2011
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Apprenticeship – Austria, Germany,
Switzerland 2011

Employed status

Trainee status

Wage (high relative to other countries)

Trainee allowance

Short duration (average one year)

Long duration (average three years)

Most at lower skill level (Level 2)

Most at higher skill level (Level 3)

Outside providers train

Employers train on-the-job

Only 60% of apprentices are under 25

Apprentices are normally under 25

Minimum 100 hours off-the-job training

Minimum 900 hours off-the-job training

4-8% of employers train apprentices

25-30% of employers train apprentices

Source: Dr Hilary Steedman, Centre for Economic Performance, 2011

The low level of engagement with apprenticeships by British business is a key feature
of our labour market. Currently, businesses cite various barriers to raising skills levels
within their workforce, including costs, lack of access to suitable training and a fear of
poaching. This contributes towards skill shortages in certain sectors of the economy
– such as advanced manufacturing, digital & creative industries and engineering. In
other industries there still also exists a low employer commitment to training due to

23
OCED, Employment and Labour Markets key tables, July 16 2013, http://www.oecd-ilibrary.org/employment/youthunemployment-rate_20752342-table2
24
House of Commons Library Standard Note, 11 September 2013
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competitive strategies that value low wage costs over a trained workforce. We need to
overcome both these supply and demand problems on skills.
The Tory-led Government has failed to prioritise apprenticeships for young people and
has no plan for a gold standard vocational route through education. David Cameron has
also scrapped work experience for 14 year olds, sidelined skills in the curriculum, and
presided over the dismantling of careers advice for young people– a move denounced
by Ofsted, Barnados, the CBI and the Education Select Committee.
The increase in apprenticeships under this Government has been largely comprised
of low skill places for the over 25s, so providing few opportunities for young people.
The majority (57%) of the increase between 2010 and 2012 has been in level 2
(GCSE equivalent level) apprenticeships 25. We need many more high skill, quality
apprenticeship places but in total, almost two-thirds (63%) of all apprenticeships are at
level 2 and one in five places lasts for less than six months26. The vast majority of new
apprentices (70%) are also existing employees and 94% of these are over 25 years
old27.

One Nation Labour’s Approach
Labour has established a Skills Taskforce, led by Professor Chris Husbands, Director of
the Institute of Education, and comprised of business and education leaders. Its remit
is to examine how we can transform education and skills policy so all young people
have access to high standard vocational education and employers offer more training
and quality apprenticeships. This approach is rooted in the belief that it is only with
everyone playing their part that Britain can compete in a high skill, high wage race to
the top.
We need a clear route through education for young people choosing vocational
options. This will require more and better vocational education up to 18, with all young
people undertaking some vocational learning from 14. We also need much greater
employer engagement with schools to help deliver quality work experience and
employability skills.
To give young people on a vocational track a prestigious end point, Labour announced
last year that we will introduce a ‘Technical Baccalaureate’ at 18. This will be awarded
to those achieving a rigorous vocational qualification accredited by employers, a work
experience placement and achievement in English and Maths. It will provide a gold
standard that is understood by students and employers.

BIS, Quarterly Statistical First Release, FE and Skills, 27 June 2013
The Public Accounts Committee (2012) Adult Apprenticeships, London: The Stationery Office. http://www.parliament.uk/
documents/TSO-PDF/committee-reports/pubacc.1875.pdf
27
BIS/DfE presentation to unionlearn conference
25
26
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For those young people leaving school there are currently far too few apprenticeship
places available and the quality of those that do exist is often poor and low-skill. To
increase the number of high quality apprenticeship places we need employers to take
more responsibility for training the next generation of workers.
So Labour will introduce a new something for something deal with business; we
will give employers more ownership of skills funding in return for a commitment to
increase the level of high quality training and apprenticeships they offer. We want
employers to have more control over the design of training programmes so they meet
the needs of business and can be tailored towards filling skills gaps.
To achieve this we need to build powerful, employer-led partnerships both sectorally
and locally so businesses come together to train. So Labour will give new powers
to employers in a sector or community to enable them to work together to drive up
standards in vocational qualifications and training.

Key Facts:
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• In this country we continue to build our educational infrastructure around a
so-called ‘gold standard’ route, from GCSEs at 16, through to A-levels at 18 –
but public policy ignores the fact that in reality only 54 per cent of all 16-18
year olds are pursuing a purely ‘academic’ route full-time at level 3. ii
• The UK Commission for Employment and Skills (UKCES) Youth Inquiry showed
that just 22 per cent of employers recruit young people (aged 16 to 24). iii
• Currently, less than 50 per cent of students have English and Mathematics
GCSE (grades A*-C) by the time they reach 16 years old. At age 18 the figure
is still below 50 per cent. Only 4 per cent of the cohort achieve these key
workplace skills during their 16-18 education. iv
• The labour market offers very low returns for the current stock of low level
vocational qualifications, in fact it often gives negative returns for them.
Young males with level 2 NVQs earn 12% less than their contemporaries with
fewer qualifications. v
• Only 4 – 8 per cent of employees train apprentices.

Labour Party | One Nation Economy

One Nation Labour’s policies:
• A gold standard ‘Technical Baccalaureate’ at 18 for those achieving a rigorous
vocational qualification, a work experience placement and achievement in
English and Maths.
• High quality vocational education up to 18, with all young people undertaking
some vocational learning from 14.
• Greater employer engagement with schools to help deliver quality work
experience and employability skills.
• English and Maths compulsory for all students up to 18, regardless of their
prior attainment. All young people need these key skills if they are to succeed
in the workplace.
• A something-for-something deal with employers, giving them ownership of
skills funding in return for increasing the training and apprenticeships they
offer.
• Labour will give new powers to employers in a sector or community to enable
them to work together to drive up standards in vocational qualifications and
training.
• And we will build an industrial strategy in which government procurement
contracts to large firms depend on providing apprenticeships.
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Controlling social security spending
– tackling the root causes
If we are going to turn our economy round and tackle the cost of living crisis we
will have to be laser focused on how we spend every single pound. Social security
spending, vital as it is, cannot be exempt from that discipline. But an approach
to controlling social security spending must start from an understanding of what
drives that spending.
Britain’s economy doesn’t work for working people. Too many are out of work,
those in work struggle to get by and see their living standards squeezed, and far
too few houses are built so the costs of a home go up and up.
These failings of our economy can be seen only too clearly in their impact on
the social security system. The costs of unemployment, a failure to build homes
manifesting itself in a rising housing benefit bill, and an acceptance of low pay all
pass on costs to the taxpayer to meet.
That is why turning around our economy so it works for working people once
again and tackling the root causes of social security expenditure are one and
the same thing. It is only by addressing these root causes of spending that it can
sustainably be controlled.
49

Britain Today
The Tories’ approach is to divide the country. Cutting support for those in work, hitting
the vulnerable, and labelling those who cannot work as scroungers. At the same time
their programmes, such as the Youth Contract and the Work Programme, are failing to
deliver.
And their failed approach means that instead of controlling costs they are spending
£20bn more on social security. High unemployment, including one million young
people out of work, doesn’t just increase social security costs now but increases
costs in the long-term as they lose skills and contact with the workplace. Under this
government more men and women - half a million - have been out of work for over
two years than at any time since the Labour government took office in May 1997.
Meanwhile, disabled people are suffering from a flawed testing regime which focuses
purely on what benefits people are entitled to rather than on what support would help
them to get into work.
For those in work, real wages are falling, down by nearly £1,500 a year since the
Tories came to office. And the taxpayer is left picking up the bill for that low pay. And
while some people want to work flexibly, too many can’t get the hours they want or
are employed on insecure zero hours contracts. At the same time, those who make a
contribution too often find that it is not recognised in the system, further reducing the
rewards from work.
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Even the housing benefit bill is rising, despite the Tories’ bedroom tax which hits many
of the most vulnerable people in our society. This is because rents, and therefore
spending on housing benefit, are going up while the Tories are building fewer homes
than at any point since the 1920s. Thirty years ago for every £100 we spent on
housing, £80 was invested in bricks and mortar and £20 was spent on housing
benefit. Today, for every £100 we spend on housing, just £5 is invested in bricks and
mortar and £95 goes on housing benefit.

One Nation Labour’s Approach
For One Nation Labour, controlling social security spending
and putting decent values at the heart of the system are
not conflicting priorities. It is only by reforming social
security with the right values and tackling the problems
in our economy that we’ll be able to control costs.
That is why overcoming worklessness, rewarding work
and tackling low pay, investing in homes, and recognising
contribution are One Nation Labour ways to reform our
50

social security system.

Labour is the party
of work, so our first
step must be to
ensure that those
who can work are
able to do so.

It is also why the next Labour Government will repeal David
Cameron’s Bedroom Tax. It is a cruel measure that disproportionately
affects the disabled. For the vast majority of those affected, there is nowhere smaller
to move to, hitting vulnerable people through no fault of their own. While there is now
a real risk that it will end up costing more than it saves, we have been clear that there
cannot be extra borrowing to pay for social security changes. So, to ensure that it can
be reversed without any additional borrowing, funds have been earmarked for that
purpose, including from reversing George Osborne’s recent tax cut for hedge funds
and his shares for rights scheme that has been rejected by businesses as unworkable
and could become a tax avoidance loophole according to the Office for Budget
Responsibility.
Labour is the party of work, so our first step must be to ensure that those who can
work are able to do so. That is why we have proposed a compulsory jobs guarantee
for young people out of work for a year. We will say to businesses across the country
that we will pay the wages for 25 hours a week, on at least the minimum wage, fully
funded by a tax on bankers’ bonuses. And the business would provide training of at
least 10 hours a week. We would do the same for everyone over 25 unemployed for
more than two years, fully funded by a restriction on pension tax relief for those on
the highest incomes.
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And we also need to support as many disabled people into work as possible. In
government we introduced tests for the Employment and Support Allowance. But we
now see over 40 per cent of people winning their appeals, so it’s clear the system
needs to be looked at again. The test should be reformed to properly distinguish
between different personal situations and to focus on helping to identify the real skills
of each disabled person, the opportunities they could take up, and the support they
need to make that possible.
For those in work, who are not getting paid enough to make ends meet, we need
action to tackle the cost of living crisis that is feeding back into high social security
bills. One Nation Labour will promote the Living Wage, tackle the abuse of zero hours
contracts, and crack down on those not paying the minimum wage.
On housing, building more homes is the only sustainable way to help bring rents and
the housing benefit bill down. We would give councils the power to negotiate on
behalf of tenants receiving housing benefit to get lower rents, and recycle some of
the benefit savings into building more homes. This approach aims to shifting spending
from benefits to building and bringing down the long-term housing benefit bill. The
Government has also introduced a cap on the benefits a household can receive.
This primarily affects Housing Benefit. While it is right that those in work should be
better off than those on benefits we need a cap that works. So we will establish an
independent commission to set the right level of the cap for local areas.
To rebuild trust in the system it must better reflect the contributions people have
made during their working lives. So we are also examining ways of ensuring that those
who have contributed more are able to get a higher rate of Jobseekers’ Allowance than
those who have only worked for a few years.
Finally, to ensure that governments tackle problems coming down the track that risk
driving up the welfare bill, planning social security spending should become a key part
of each Spending Review, with a cap on structural social security spending. Such a
cap will ensure that we make policy to keep the social security budget in limits and
introduce greater discipline, as ministers from across Departments focus on the big
long-term drivers of spending in the broader economy.
This One Nation Labour approach, tackling the causes of falling living standards
through the application of Labour values, is the only way to bring discipline to social
security spending and get the long-term bill down. An economy with more secure,
better paid jobs, and more affordable homes will be one in which not only do we tackle
the living standards crisis, but where we ensure that social security remains affordable
for the long-term.
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Key Facts:
• Nearly one million young people are unemployed.
• Under this government there are more men and women - half a million - who
have been out of work for over two years than at any time since the Labour
government took office in May 1997.
• The Tories are spending £20bn more than planned on social security.
• The Tories are building fewer homes than at any point since the 1920s.
• Thirty years ago for every £100 we spent on housing, £80 was invested in
bricks and mortar and £20 was spent on housing benefit. Today, for every
£100 we spend on housing, just £5 is invested in bricks and mortar and £95
goes on housing benefit.
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One Nation Labour’s policies:
• We are proposing a fully-funded compulsory Jobs Guarantee for young people
out of work for a year and for those over 25 out of work for two years.
• The test for Employment and Support Allowance should be reformed so that
it properly distinguishes between those who are able and unable to work, and
identifies the real skills of each disabled person and the opportunities they
could take up.
• Labour would invest in building new homes to bring down the housing benefit
bill, including by recycling benefit savings achieved by local authorities into
new home building.
• Labour will cap structural social security spending as part of each Spending
Review so that it is properly planned and controlled.
• Labour will reverse the Bedroom Tax, with a funded plan to do so without
additional borrowing.
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Immigration that works for Britain

Britain has benefited over many centuries from the contributions of immigrants
welcomed to our shores. They have built some of our biggest companies,
sustained our National Health Service, and undertaken groundbreaking research
in our universities. It has played an immensely important role in our nation’s
history. But it is because immigration is so important that it needs to be made to
work for everyone, not just for some.
For One Nation Labour talking about immigration is not about pandering to
prejudice or populism. It is about halting the race to the bottom whereby
exploitation and undercutting of workers’ wages are, for too many people, a fact
of everyday life. It is about saying that at a time when a million young people are
unemployed, we need to do everything possible to encourage employers to give
them a chance. Above all, it is about building an economic recovery that is built to
last and in which everybody plays their part.

Britain Today
Our vision is of an economy where work pays for all; where all firms succeed because
owners, managers and employees see themselves as being part of one shared project.
Britain does not have an economy like that today. In some industries, like social care,
we are a long way away from that vision. On occasion rising low skilled immigration,
collided with a labour market that is too often nasty, brutish and short-term.
Of course, many migrant workers are hired because they have high skill levels or
because of perceptions of their dedication. They are simply seeking a better life in
this country. And they should never be blamed for that. But the growth in low skilled
immigration to Britain over recent years was not a sign of a healthy economy, but a
dysfunctional one, in which:
• Workers in low paid work saw their wages squeezed28.
• Exploitation, in certain sectors, was common, with hundreds of thousands of people
paid less than the minimum wage29.
• Some employers preferred to reach for quick-fixes, rather than provide training to
the next generation of young workers30.

28
A recent study (Reed and Latorre, 2009) referenced by Oxford’s Migration Observatory found that for the period 2000-2007,
every percentage point increase in the share of migrants in the UK’s working age population lowers the average way by 0.3%.
Another study (Dustmann, 2008) found that each 1% increase in the share of migrants in the UK-born working age population
leads to a 0.6% decline in wages of the 5% lowest paid workers.
29
A report by the Resolution Foundation suggested that up to 220,000 workers may be paid less than the minimum wage; “Does
it pay to care? Underpayment of the National Minimum Wage in the social care sector”, Matthew Pennycook, August 2013
30
Less than 1 in 10 employers offer an apprenticeship; Steedman, “The State of apprenticeships in 2011”, London School of
Economics, 2010
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Over the last decade, the number of migrants in low skilled jobs more than doubled –
reaching one in five by 2011.
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There are real problems in our labour market requiring urgent government action, from
recruitment agencies that only hire from abroad, to the minimum wage being sidestepped with overcrowded accommodation used to house large numbers of migrant
workers.
The Tories have not tackled these problems. Only two firms have had prosecutions
brought against them for not paying the minimum wage since 2010. Instead they
are more interested in gimmicks to divide people than they are in genuine reform to
improve the system:
• Preferring to send out ill judged ad vans to ethnically diverse areas than taking the
basic steps necessary to tackle illegal immigration;
• Setting a target to reduce ‘net migration’, which counts British people leaving the
country as a success;
• Floating a series of measures in order to sound ‘tough’, which in practice have
turned out to be unworkable, including a risible plan to require schools to check the
immigration status of their pupils
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One Nation Labour’s Approach
Labour’s approach to immigration has changed under Ed Miliband’s leadership.
Three core principles underpin that new approach:
1.	A system that controls the pace of change
2.	Reforms to the British economy so that it is less reliant on low skilled
migrant labour
3.	Measures to ensure migrants able to integrate and play their part.
This chapter focuses on the first two of these elements.
A system that controls the pace of change
The pace of migration, particularly low skilled migration, was too fast. That is why
Labour supports action to bring it under control, including a cap on workers from
outside the EU, and has said that full ‘transitional controls’ will be applied to restrict
the movement of workers to the UK from any future countries joining the EU.
Alongside controls we also need a mature recognition that there are different kinds
of immigration: immigration that works for Britain and immigration that doesn’t. That
is why Labour would do more to bring down low skilled and illegal immigration, rather
than focusing, as the government has, on reducing the numbers of legitimate foreign
students.
Finally, we need to go further to tackle illegal immigration by giving UK Borders
officers powers to inspect premises unannounced and closing down the loophole that
is currently allowing abuse of ‘student visitor visas’.
An economy less reliant on low skilled migrant labour
If we are going to build an economic recovery that is made by the many, we will need a
new approach to our labour market and immigration.
That starts with halting the race to the bottom in the exploitation of workers and the
undercutting of their wages. One Nation Labour would start by increasing maximum
fines for those who deliberately pay below the minimum wage to £50,000, the same
level as for fly-tipping. And because many of these problems take place within specific
sectors of the economy we would extend the remit of the Gangmasters Licensing
Authority to areas where exploitation and undercutting is common.
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For sectors where evidence of an over-reliance on low skilled migrant labour is
emerging we will give the Migration Advisory Council the powers to trigger a sectoral
action plan, to identify the cause of the problem and whether more needs to be done
to help domestic workers meet the needs of that industry. Social care is clearly a
problem in this regard so a taskforce looking at exploitation in that sector has been
established by Ed Miliband.
Alongside tackling exploitation, Labour will encourage employers to invest in the next
generation of young workers, rather than reaching for quick-fixes from migrant labour.
That will include requiring firms to offer apprenticeships in return for hiring ‘Tier 2’
migrants and using procurement rules to ensure that large firms offered government
contracts offer apprenticeships.

Key Facts:
• More than half the fall in net migration since 2010 is accounted for by more
British people leaving and fewer returning home.
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• Illegal immigration appears to be getting worse. Since the election in 2010:
−	the number of enforced removals has fallen 7.4% (from 15,192 to 14,062)
−	the number of people who were refused entry at port and subsequently
departed has fallen 46.4% (from 26,378 to 14,134)
• The number of migrants in low skilled jobs has more than doubled over the
past decade: 1 in 5 workers in low skilled jobs were migrants by 2011.
• People in low paid work have seen downward pressure on wages, as a result
of rising immigration. One study (Dustmann et al) found that every 1%
increase in the ratio of immigrants to natives in the working age populate led
to a 0.5% decline in wages among the lowest 10% of earners
• In April 2012 the number of UK jobs paid below the national minimum wage
was estimated to be 287,000. Yet only two prosecutions have been brought
against firms since 2010 for failing to pay the minimum wage.
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One Nation Labour’s policies:
Controlling the pace of change
• Enforce maximum transitional controls on all workers from future countries
who join the EU.
• Maintain existing controls on non-EU work visas, including the cap on ‘Tier 2’
workers.
• Give UKBA officers powers to inspect premises unannounced and close down
the loophole that allows abuse of ‘student visitor visas’.
Reducing the dependence on low skilled migrant labour
• Increasing the maximum fines for those who deliberately pay below the
minimum wage to £50,000, the same level as for fly-tipping.
• Banning recruitment agencies from excluding local workers from their books.
• Extending Gangmasters legislation to further sectors where exploitation is
common.
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• Requiring firms to offer apprenticeships in return for hiring ‘Tier 2’ migrants
and using procurement rules to ensure that large firms offered government
contracts offer apprenticeships.
• Where the Migration Advisory Committee finds evidence of dependence on
low skilled migrant labour a mandatory sector action plan will be triggered,
involving employer bodies, trade unions and colleges.

Labour will
encourage
employers to
invest in the next
generation of
young worker
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