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Note: This was sent as a letter to The Guardian but not published.  Not too surprising: The 
Guardian had virtually zero coverage of Labour’s economic and fiscal strategy in the Corbyn years
(not even critical coverage), and it is not going to start now.  

The review of Labour’s defeat chaired by David Miliband points out that most of the party’s 
policies were popular, but many voters did not trust the party to deliver them (The Guardian, 
Revealed: the dysfuntional ‘toxic culture’ that led to Labour’s defeat, 19 June).  But the report does 
not explore the reasons for this distrust, which need to be understood both for the party to recover 
support and to deal with the economic effects of the pandemic.  

Many voters did not understand two key aspects of Labour’s spending plans: first, to increase 
taxation of capital and the rich by around £85bn a year in order to fund a 10% increase in revenue 
spending; second, to borrow £50bn a year to invest in durable assets (infrastructure, Green New 
Deal) which would give a long term economic and social return. Older voters, particularly, who had
lived through forty years of neoliberal propaganda, and had themselves spend decades trying to 
save, were disturbed by these plans.  Many thought that ‘tax rises’ would inevitably fall on them; 
the media have always presented tax rises in this way, occluding the possibility of increasing 
taxation of corporations and the rich.  Since Thatcher, neoliberal ideology has argued that 
government borrowing, even for investment, will inevitably cause an increase in interest rates, 
damaging the private economy, a false argument (Larry Elliott, Low interest rates offer the chance 
to invest in the future, The Guardian, 22 June).  

To overcome these popular misunderstandings, Labour needed to explain its fiscal strategy not just 
during the election campaign (which it notably failed to do) but over many years.  

Ironically, the government’s current massive increase in spending and borrowing to deal with the 
pandemic now creates a space in which Labour can begin to explain its fiscal strategy.  The rise in 
government spending proposed by Corbyn – roughly £85 + £50 = £135bn per year – is tiny 
compared with Sunak’s rise in spending of around £300bn this year.  

But Sunak’s likely approach to dealing with the increased state debt is the opposite of Labour’s 
fiscal strategy.  In the autumn, the government is likely to further cut taxes on corporations and the 
rich, and to cut spending on public services, public sector wages, and state benefits.  In contrast, 
Starmer should campaign for the approach of Labour’s 2019 manifesto: raising revenue spending 
on public services and benefits, and funding this with increased taxation of corporations and the 
rich.  

This argument is made at much greater length in two papers on this Blog site: 

*Why Labour lost the election: the far right versus social democracy

* The Corbyn – McDonnell economic programme, difficulties in understanding it, and its 
presentation to the public.


