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The Fabian Society 
The Fabian Society is Britain 's senior think tank. Concerned since its foundation 
with evolutionary political and economic reform and progressive social change, 
the Fabian Society has played a central role for more than a century in the 
development of political ideas and public policy on the left-of-centre. The Society 
is affiliated to the Labour Party but is editorially and organisationally independent. 
In recent years the Society's work on the modernisation of the Labour Party's 
constitution and its analysis of changing political attitudes have played a 
significant part in the renewal of the party 's public appeal. 

Today the Fabian Society seeks to help shape the agenda for the medium and 
long term of the new Labour Government. Analysing the key challenges facing 
the UK and the rest of the industrialised world in a changing society and global 
economy, the Society's programme aims to explore the political ideas and the 
policy reforms which will define the left-of-centre in the new century. Through 
its pamphlets, discussion papers, seminars and conferences, the Society pro-
vides an arena for open-minded public debate. 

The Fabian Society is unique among think tanks in being a democratically-
constituted membership organisation. Its five and a half thousand members 
engage in political education and argument through the Society's publications, 
conferences and other events, its quarterly journal Fabian Review and a network 
of local societies and meetings. 

Modernising Britain 
The Prime Minister has made the modernisation of Britain a key theme of the 
new Labour administration . The concept of 'the modern ' has a long and complex 
history. The Fabian Society's programme seeks to examine what modernisation 
might mean - politically and culturally- as Britain enters a new century. 

In some fields the idea of modernisation is clear. In key areas of British life 
there are many old institutions which no longer meet the challenges of today's 
society. One element of the Fabian Society's programme focuses on how such 
institutions can be reformed . But in other fields the idea of modernisation 
remains open for debate and challenge. The programme seeks to ask what kind 
of country Britain should be in the 21st century, exploring our cultural identities 
and social structures. It aims to explore different visions of modernity and their 
implications for public policy. 
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Foreword 

Tony Blair 
Back in 1979, the Conservatives claimed, • Labour isn 't working". It's been a 
long and painful journey back from that defeat, but it's a measure of our success 
that today's Tories don't even dare to make the same charge. As they retreat into 
a narrow, opportunistic form of opposition, the facts speak for themselves. 
New Labour is working. It's working as a political project, working as a govern-
ment, and working to deliver real change. When we say, as we do, that we're 
for the many not the few, it is more than just a slogan . It reflects the real divide 
in British politics at the beginning of the 21st century. 

We are working to make Britain better - step by step. For some, that pace is not 
fast enough. They want resu lts, and they want them now. I understand that. But 
it takes time to stop the rot and to put the right foundations in place. Having 
done that our emphasis now is on delivering real progress, especially in the 
pub lic services. I accept that this can be difficult, but that's what being in 
government is all about. Securing the changes we need can be a lengthy pro-
cess, but it is vital if we are to secure the transformation of Britain which we 
were elected to bring about. 

In May 1997 we started on the road of modernisation at a cracking pace. We 
acted swiftly to make the Bank of England independent and to set up the New 
Deal. We've gone on to introduce the first ever national minimum wage and 
invest £40 billion extra in health and education. Soon the Working Families 
Tax Credit will be helping to make millions of hard-working families better off. 
The Tories opposed us all the way, but now that the Bank's independence has 
been shown to be right they are shifting their ground . They may well try to do 
the same on other policies where new Labour's approach has now been shown 
to be working. But on this, and on everything else, the public wi ll remember 
how they voted, where they stood. As we discovered in the long yea rs of oppo-
sition, people have long memories and they don 't forgive easily . 

There will be no slowing down in the pace of change. There's too much to be 
done to slacken off now. If anything, the speed of our modernisation programme 
will be accelerated . By definition, modernisation has to be a continuous pro-
cess . Improvement is not just reached, and then achieved . Modernisation and 
improvement have to be a permanent drive to ensure that things reall y are 
getting better. 

There's been a lot of attention, of course, to our constitutional changes. I'm 
proud of how quickly we managed to establish the Scottish Parliament and the 
Welsh Assembly . They're now proving themselves and, despite the carping 
from those who opposed them, I'm convinced that very soon people wi ll find it 
hard to imagine I ife without them. Lords reform is underway and the hereditaries 
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are on the way out. We're modernising procedures in the House of Commons, 
so that even more people from all walks of society will consider politics as a 
career. Before the election, people said that the new Labour Government would 
become bogged down by its constitutional agenda. Like so much that they said 
then, it's proved to be utterly false . The constitutional changes are important, 
but they're not what most people put us into government to do, and we haven 't 
been distracted from the real agenda: education, health, welfare, crime and 
transport. 

To help us deliver real change on those issues, there have been important inno-
vations in the way government goes about its business. In the past, different 
departments tended to plough their own furrows. This is the first truly 'joined-
up' government. The Social Exclusion Unit and the Performance and Innovation 
Unit are just two examples of that. The radical three-year Comprehensive Spending 
Review has allowed departments to get on with the job, without the distraction 
of annual battles over money. And the Chief Secretary to the Treasury now 
makes sure that all departments meet exacting performance targets year on year. 

This year's Annual Report on the Government's record made clear how much 
progress has already been made and acknowledged honestly what still needs to 
be done. The essays in this Fabian pamphlet go further. They explain why we're 
doing what we're doing. They set out the values and principles that underlie all 
we do. In short, we want to create a country where fairness and opportunity go 
hand in hand, where economic efficiency is married to social justice. That's the 
new Labour message. 

We welcome an intelligent debate about our principles and policies, but with 
an ineffective and opportunistic opposition we don't always get one. So I wel-
come the fact that ministers' views are assessed here by independent outsiders. 
I may not agree with everything they say, but if it means we can have a serious 
and principled debate about how we're doing then that has to be healthy. 

New Labour is working. There is a lot more to do. But we are on the right 
course. We are determined to deliver our programme of modernisation and 
reform- applying our values to improve Britain. 



Introduction 

Michael Jacobs 
Mid-term represents a crucial moment for the new Labour Government. We are 
perhaps as little as two years away from the next general election. The Govern-
ment has started to be judged on its achievements. 

New Labour asked forth is- I iterall y. Its famous five election pledges were an 
explicit attempt to write a contract with the pub I ic: vote for us and this is what 
we will deliver. But the manifesto actually contained many more promises than 
this: 177 of them to be precise. In government Labour has now published two 
Annual Reports reminding people of these promises and setting out the progress 
the Government is making (and in some cases not making) towards them . 

Some have complained that all this represents a very 'managerial ' approach to 
government. But there is actually something more profound about it. Over the 
last two decades there has been a dramatic decline in the public's trust in 
government- indeed in the whole system of political institutions and the pol i-
ticians who run them. A trail of broken promises and under-performing public 
·services has left a legacy of cynicism and resignation towards the apparently 
inevitable failure of public bodies. By exposing its promises to public view, 
setting out measurable targets to be achieved, and seeking explicitly to be judged 
on them, this Government is attempting to stem the long-term decline in pub-
lic trust. But it is a high-risk strategy. If the Government fails , the effect on the 
public's belief in politics could be terminal. 

All governments want to govern well. But this is particularly important for 
governments of the left of centre. If you believe in public services, in the ability 
of democratically elected government to provide for the public good, the im-
portance of actually delivering quality services is fundamental. For Labour, which 
has never served two full terms of office, the imperative could hardly be greater. 
The history of the 20th century shows that it is the Tories who have been the 
'natural party of government'. If the 21 stcentury is to be different, the first term 
achievements of this administration are critical. 

This is true even for the government's critics. Many people would like to see 
more resources put into public services. But the public 's support for this is 
dependent on prior evidence that those resources will be spent well. Proof that 
the Government can bring about improvement is therefore crucial to any future 
debate about Labour's priorities. This incidentally makes the Government's ap-
proach to constitutional and administrative reform, far from being the side 
issues some have assumed, central to its programme. 

As a left of centre think tank affiliated to the Labour Party these concerns are 
close to the Fabian Society's heart. So we asked seven Government ministers to 3 



4 

set out what they had been doing in their first two years, what their plans were 
for the rest of the Parliament; and, most importantly, why. We wanted to get 
clear the strategic vision . We then asked seven independent commentators to 
respond, examining the Government's policy agenda and success in delivery. 
This pamphlet is the result. 

There were many more areas of government po licy we cou ld have included-
foreign policy, culture, environment. And there is certainly much more to be 
said by way of comment and reaction . But if we can contribute to a serious 
debate about the Government's record so far, and its future plans, the pamphlet 
will have served our purpose. 



World class education for all 

David Blunkett 

For most of the 20th century, as Tony Blair said recently, "the funda-
mental failure of British government has been a failure to attach suf-
ficient importance to public education for the broad majority of 
people". It should no longer be the case that the difference between 
the best and worst schools in identical socio-economic circumstances 
is so great. On the brink of a new century, we have a unique opportu-
nity to put this tainted legacy behind us and create a world class edu-
cation service. 

Up and down the country there are many innovative and successful schools 
taking up the standards crusade. They have high expectations of every pupil , 
excellent teachers, effective leadership from headteachers, access to up-to-date 
technology, and strong links with local businesses and universities. Our chal-
lenge as a Government is to cherish schools like these, learn from them and put 
in place policies that ensure every school has the opportunity to match them . 
To do so, we must have high expectations of everyone, regardless of background 
or circumstances. We must target support to those who need most help to reach 
those high standards. And we must change the culture. The tradition of blaming 
everyone else for failure is being replaced with a culture in which everyone, not 
least the Secretary of State, accepts responsibi lity for improvi ng pupil perfor-
mance. Delivering results requires good policies, well-implemented and a great 
deal of hard work. To paraphrase Bertolt Brecht, the new dawn of high achieve-
ment for everyone will not come after a night of sleep. 

A strategy for excellence 
We set out our strategy for achieving our ambitions in the White Paper, Exce l-
lence in Schools, published just 67 days after the election. Teachers and our 
other educational partners have responded since then with great commitment 
to implementing that agenda. Our approach has four key elements: laying firm 
foundations in the preschool and primary sectors; the promotion of improve-
ment in all schools; a drive for social inclusion; and the modernisation of the 
comprehensive system. 

If we want a world class education service in the next decade we must first of 
all lay firm foundations, which means doing everything we can in this Parlia-
ment to get the best primary education possible. We are already delivering on 
this challenge. The £540 million Sure Start programme joins up education and 
health advice for the parents of very young children. We are ensuring nursery 
education for all four year olds, and doubling the number of places for three 
year olds. Our class size pledge is ahead of schedule, with 130,000 youngsters 5 
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We have made good progress on reducing the percentage of pupils who leave 
school with no qualifications- falling from 7.7 per cent to 6.6 per cent in the 
last academic year. Our goal is that as many as half of all pupils should take 
advantage of the academic challenge of higher education, while those with 
different aspirations should have the knowledge, skills, understanding and atti-
tudes to equip them for a place in a job market. 

The fourth core feature of our programme is the modernisation of the compre-
hensive system. The system developed in the 1970s and 1980s has not deliv-
ered what its advocates hoped for, never mind what we require for the 21st 
century. Some schools have prospered, but not enough. Where grammar schools 
exist, it is a matter for parents to decide on admission arrangements. However, 
the vast majority of secondary schools take children on a non-se lective basis. 
What parents want to see are schools which provide diversity within the cam-
pus and meet the needs and aspirations of all children, whatever their talents, 
abilities or learning needs. We need schools which focus on individuals, which 
challenge each pupil always to do better, which are unashamed about excel-
lence, which remove barriers to learning wherever necessary and which link 
young people to opportunities in other schools and out-of-school. We need 
schools which focus on what works and abandon a dogmatic attachment to 
mixed ability teaching. No pupil 's education should be confined or restricted 
simply because of the school they happen to attend. Our modernisation 
programme is advancing towards this goal. We have already doubled the num-
ber of specialist schools and wi II double it again to at least 800 schools- nearly 
one in four of all secondary schools- by 2003. These schools, all with strong 
support from business, have improved their performance at twice the rate of the 
average comprehensive, as well as increasing the diversity of our schools sys-
tem . This is an ambitious programme of modernisation by any standard . Our 
goal is nothing less than to transform both the reality and the perception of 
comprehensive education, providing a system which all of us are proud of and 
which parents of all backgrounds believe can fulfil the needs and aspirations of 
their children. 

Against elitism 
There are still too many in the education world- a shrinking minority, but still 
too many- who hanker after the quiet life of the past when the failure of half 
our pupils was taken for granted. In spite of the progress, some researchers are 
so obsessed with "critique", so out of touch with reality that they churn out 
findings which no-one with the slightest common sense could take seriously . 
For example, a report from Durham University recently suggested that daily 
homework is bad for children. If that is so, why is it such a firm part of provi-
sion in independent schools and good state schools? Why is it that past research 
has shown its importance in extending opportunity especially for those from 
disadvantaged circumstances? Our policy recommends that parents should read 
with young children for 10 minutes a day and that older primary school pupils 7 





to be creative- we wi II open the gateway to work for every young person, we 
will lay the foundations for a successful economy and we will liberate literally 
millions of individuals from that agonising sense of low self-esteem and low 
confidence that has sapped the energy and damaged the I ives of so many people 
in previous generations. 

Investing in education 
Our commitment to invest in education is, even at this early stage, making a 
visible difference. Around 10,000 school buildings have been improved through 
the New Deal for Schools. Over the course of this Parliament, capital invest-
ment in schools will have doubled . Revenue funding will increase in real terms 
each year for three years. This will enable us to right some of the wrong we 
inherited. For example we have provided money to enable schools to buy an 
extra 23 million books and we are investing £180 million in school music to 
extend opportunities for instrumental tuition . 

We have placed a particular emphasis on investment in Information and Com-
munications Technology (ICT) . ICT has the potential to transform educational 
opportunity, raise standards for pupils and prepare them much more effectively 
for work . It is the way to ensuring a confident workforce at the cutting edge of 
change. By 2002 the education service will be fully equipped for the ICT revo-
lution: every school will be networked. We are investing almost £700 million 
to make this possible- already 30 per cent of primary schools, 45 per cent of 
special schools and 90 per cent of secondary schools are part of the National 
Grid which receives 1 million hits a week; and above all, we will invest £230 
million in training teachers so that they can ensure ICT makes a difference 
where it matters- in the classroom. 

Working with partners 
Traditionally the education service has too often been introverted and out of 
touch with the mainstream of social change. The priority we attach to educa-
tion will help to change that image as will our determination to create new 
partnerships across public sector boundaries and between the public and pri-
vate sectors. This means schools working with an imaginative range of partners 
including libraries, museums, community centres, universities, colleges and 
the 36 Premier League and Nationwide Division One Football Clubs who are 
committed to our Playing for Success initiative. This last initiative alone is 
already providing learning opportunities for 16,000 pupils. 

We are also encouraging new partnerships among LEAs who are finding innova-
tive solutions to shared problems. Shropshire and Telford and Wrekin, for ex-
ample, share an advisory service. In addition, our Education Action Zone 
programme means that in places like Newham and Sheffield education and 
other services are working with major companies to expand opportunities for 
teachers and pupils and to raise standards. Our planned National Leadership 9 
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Commentary 

David Reynolds 
The Government's educational policies are rational and comprehensive. The 
focus on the early years and on primary education is a sharp corrective to the 
British obsession with secondary schoo ls, and is in accord with the academic 
evidence showing the effects of schoo ling in this phase. The focus on improve-
ment through 'pressure and support' is in line with the research evidence about 
'what works'. 

The dual strategy of modernising comprehensives through setting- which re-
duces the range of achievement that teachers have to deal with- and encourag-
ing schools to specialise, is to be we lcomed. In addition, the system's tendency 
to exclude those it has fai led, and then blame them, is rightly being replaced by 
a new emphasis upon inclusion and high expectations of all children. Most 
important is the focus on the variation in quality of schoo ls; the aspiration 
being that al l schools should be brought up to the level of the best. These 
policies wil l he lp generate the 'world class schools' that the Prime Minister and 
Secretary of State want. However, an impartial assessment must admit to con-
ce rns in four main areas. 

Firstly, there is the issue of resources. The increase in public spending on edu-
ca tion will push education spending to 5 per cent of national income by the 
end of thi s parliament, still a full one per cent below its peak and approxi-
mately two-thirds of a per cent below comparable industrial nations. This rela-
tive poverty of resources means that Briti sh class sizes will stay larger, British 
teachers more overworked and Briti sh schools more under-resourced than those 
of our economic competitors. If we wish for truly world class schools, we may 
have to embrace world class expenditure levels. 

Secondly, generating school improvement may necessitate looking at interna-
tional experience more closely than has happened thus far. Taking examples of 
innovative ideas from other countries and having an open mind to what other 
countries could teach us were hallmarks of Labour in opposition, but not in 
Government. The Education Green Paper in 1997 contained very few references 
to other countries, except in the appendix where the international achievement 
I ague tables showed their success. Initiatives such as the Dutch reforms of 
specia l needs education, or the Pacifi Rim 's current attempts to blend 'tradi -
tional ' and 'modern ' practice hold interesting insights. 

Thirdly, the balance between 'pressure ' and 'support' for schools is still not 
qu1te right. Pressure comes from the publication of results, the effects of paren-
tal cho1ce in the educational mark tplace, the general political climate in which 
education is situated and the 'bidding culture' in which schools compete for 



funds . It comes particularly, though, from OFSTED, which under its present 
leadership clearly sees its role more as the champion of consumer rights against 
producer interests than as a support to, or a force for improvement of, teaching 
standards. 

Support comes in a more fragmented fashion from higher education establish-
ments, local education authorities, educational consultants (often of dubious 
quality), and, increasingly, the private sector. Yet there is no guarantee that 
those schools most in need of support are able to choose what they need. More 
generally, there has been only a partial dissemination of knowledge about 'what 
works ' in schools. The Literacy and Numeracy Strategies have achieved this in 
primary schools but there has been little corresponding ' roll out' of appropriate 
best practice to key players in the secondary sector. This is particularly true in 
relation to local education authorities who are meant to be pivotal agents of 
school improvement, and the middle management of secondary schools. Knowl-
edge-centres with an awareness of best practice do exist which these groups 
could draw on . It would be a great pity if schools and teachers were denied 
access to them because they didn 't know they existed. 

Fourthly, as David Blunkett's essay recognises, there is the core issue of the 
teaching profession itself and how it can be modernised . Few would doubt that 
teaching has been a poorly resourced profession, with variable performance 
from its members and an absence of financial, and indeed other, rewards for 
excellence. There has been I ittle of the managerial excellence, responsiveness 
to consumer needs and wi II ingness to innovate that marks out the best private 
sector businesses and aspects of the pub! ic sector. Linking teachers ' salaries to 
demonstrated competencies and to the progress made by their pupils sensibly 
focuses on the core elements of teachers ' professional I ives. 

Though this policy on pay is sensible, many teachers do not see it that way. 
One reason for this is probably their disillusionment with the government's 
unwise media 'spinning' which has been concerned less with teachers and their 
views than with courting the public, not least sections of the public who are 
suspicious of state education. This has sometimes trivialised complex issues. 
Nor has the focus on the 'trai ling edge' of teachers and schools helped (typified 
by the 'list of shame' that swiftly followed the general election), as it has 
diverted attention from the real British educational weakness, which is that the 
average teacher is not good enough . Policies are sometime not portrayed in a 
'teacher-friendly' manner where they could be. For example, performance re-
lated pay should have been portrayed as extending to all schools what good 
schools already did. Instead it was presented with the national political audi-
ence in mind, which is why it was so ld as being 'new'. In short, teachers have 
been portrayed as part of the problem, when of course po licies dictate that they 
are also the so lution. 

Overall, there is much to admire in the Government's educational policies. The 





A modernised NHS 

Frank Dobson 

At the mid-term of the Parliament there are still many things in the 
NHS that need to be improved, still much more to do. We have made 
a start- Health Service funding will be increased by £21 billion over 
the next 3 years; waiting lists are now 60,000 lower than when we 
were elected; the number of NHS doctors has gone up by 2000 in our 
first year of office; and nurses have received the highest pay award in 
a decade. But it's only a start. 

A new vision 
It was Labour's vision of health care for all- quality and equality- that led to 
the foundation of the NHS. And it is sti II working: most people in most parts of 
the country most of the time get top quality treatment and care. But the service 
is often not as prompt as it should be, sometimes it's not as good as it shou ld 
be and in some parts of the country some serv ices aren't available at all. That's 
not good enough. Everybody in every part of the country shou ld be secure in the 
knowledge that if they or one of their family fall ill the NHS will be what they 
need, where and when they need it: a genuine one-nation health service, com-
bining social justice and economic efficiency. 

We have a thoroughly worked out programme for delivering this vision. First, 
clear national standards through the National Institute for Clinical Excellence 
(NICE) and National Service Frameworks. Second, strong local incentives for 
innovation through clinical governance in hospitals, and devolution of power 
and resources to Primary Care Groups and Trusts. Third, helped by surveys of 
patients' own views, transparent external monitoring- of efficiency, quality, 
and access, along with a Commission for Health Improvement to see these 
standards are delivered. In these ways we are combin ing national standards for 
care with local flexibility. This really is a third way beyond old-style command 
and control and the pseudo market introduced by our predecessors. 

Our vision includes long term action to reduce health inequalities - though 
these will take a generation to show up in statistics. And we want people to 
have more information and power over their own health . 

This requires 10 to 20 years of concerted action: chi ld poverty eliminated, 
smoking down, healthy lifesty les more widespread . To achieve this, Health 
Authorities will draw up and implement health improvement programmes to 
identify and meet the health and health care needs of the people in their area. 
Over the next decade, we hope to see 300,000 lives saved . 
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The second defining difference it that our predecessors took a dogmatic view 
about what had to be included in a PFI deal. By contrast we are allowing loca l 
flexibility so that, for example, in future there wil l be no requirement to transfer 
catering, cleaning and portering staff. We are protecting the interests of staff 
who are transferred and their pension rights, and we have ended the secrecy by 
publishing full information on PFI contracts. 

A third difference is that the previous Government wanted to privatise clinical 
services (and now in Opposition sti ll does). In contrast we said in our mani-
festo that "Labour is opposed to the privatisation of clinical services", and we 
still are. Not for sentimenta l reasons, because patients want the NHS as a care 
provider, but for hard economic reasons . The fact is that the NHS is a more 
efficient provider of healthcare than the private health sector. It is the private 
health sector that is in crisis: their costs are spira lling, insurance premiums 
rocketing, subscriptions falling; and their hospitals are half empty. 

Addressing the critics 
That some criticisms of PFI are repeated frequently does not make them true. 
These concerns can and shou ld be rebutted . For instance, some criti cs seem to 
think that there is something novel about anyone making money out of building 
hospitals. But there's nothing new about that. Who do the critics think has 
been building hospitals before PFI? Charities or vo lunteers? Of course not-
they were built by the same profit-making private construction companies who 
are now involved in PFI. The only difference is that in the old days the compa-
nies cou ld augment their profits by cost-overruns, time delays, and cutting cor-
ners. Now, under PFI, they can only make their profits by sticking to cost, 
delivering on time, and properly maintaining the buildings. The main thing we 
have privati sed under PFI is the cost overruns- under the old system the taxpay-
ers had to pay for them, but under PFI the private sector pick up the tab. It is 
worth remembering the record of the old method of public procurement of 
hospitals that the critics of PFI want to return to . With typical cost-overruns of 
anything up to 20 per cent, the old public sector approach meant the NHS got 
5 hospitals for the price of 6. PFI means hospitals being built on time and to 
cost. Another advantage is that PFI means hospitals will be properly maintained 
and corners won't be cut in their design . If they are, it is the private sector who 
wi ll be responsible, because the contractor has to maintain the buildings and 
plant at their expense. This gives them every incentive to do things properly 
from the start. 

Another point that the critics do not register is that PFI means that the NHS is 
no longer at the mercy of the stop-go economic cycle for equipment rep lace-
ment and hospital building. PFI spreads the capita l costs over a number of years 
so the NHS is ab le to get a steady stream of new hospitals. This is just the same 
as getting a mortgage to buy a house. And just like a mortgage, the NHS wil l 
own PFI hospitals at the end of the contract when this is best for the NHS. 
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Some say PF I cuts bed numbers - it doesn't. 100,000 NHS beds were closed in 
the decade before the first PFI hospital was conceived. Under the procedures we 
have put in place a decision on the number of beds needed is made before 
choosing between the PF I or public sector procurement route. Nor is PFI inflex-
ible if changes are needed- for example we are set to add over 100 beds to the 
current PFI plans at Norfolk and Norwich hospital. In any case I have set up a 
national inquiry into how many beds and what sort of beds the NHS w ill 
require . Future hospita ls, whether PF I or non-PFI, will be judged against the 
criteria we develop and have to meet the needs of their area. 

Another often voiced concern is that, because Government borrows more cheaply 
than the private sector, PFI will automatica lly be more expensive. This ignores 
altogether the offsetting savings that can come from better design, no cost over-
runs, and more efficient maintenance. Some critics have produced analyses 
which seek to damn PFI by comparing simply the construction cost of a public 
capital hospital with a 30 year PF I contract for a similar hospital. This is delib-
erate deception because it conveniently ignores the fact that the PF I contract 
in ludes not just the cost of construction, but 30 years' maintenance and other 
services. Where PF I offers better value for money we use it. The National Audit 
Office is there to verify that, and is doing so. Where PF I isn 't best value we say 
so, and use pub lic capital instead. To give us this choice, public capital will 
increase by 50 per cent in real terms over the next 3 years. Opponents of PFI 
rule it out on principle, regardless of the facts . We take a pragmatic view- what 
counts is what works. And, of course, the more that new hospitals are bui lt 
using the PFI approach the more public capital is left available for improve-
ments in the buildings, plant and equipment of existing hospitals. 

A modernised NHS 
None of this can happen without the effort and innovation of NHS staff. As a 
knowledge-based service, the NHS needs the skills and teamwork of health 
professionals. Clinica l excellence means new systems, not just of clinical gov-
ernance, but of lifelong learning. Clinicians must master the latest and most 
effective techniques, and the latest developments from the pharmaceutical in-
dustry. Coupled with higher patient expectations, keeping up with the ever-
quickening pace of change is more and more demanding. I want to make sure 
that the people in the NHS have up to date and authoritative guidance, training 
and advice. In turn, they must be willing to change and open to new ideas. 

At this midpoint of the Parliament, two years into our reform programme, we 
know the challenges. But we are clear about the vision . Those who have never 
supported the NHS want to see it fail to modernise: fail to keep pace with the 
expectations of the British people, and fail to survive as a one-nation service. 
We can ' t allow that to happen . The choice is not a new NHS or the current 
NHS. It is the new NHS or no NHS. 



Commentary 

Chris Ham 
The first two years of the Blair Government have focused on the deve lopment of 
poli cies for the future of the NHS. The next two years and beyond w ill be 
concerned with the implementati on of these policies and the delive ry of resul ts 
for patients and the pub I ic. The vision set out by Frank Dobson is of a modernised 
N HS that is access ible and convenient and achieves consistently high standards 
across the country . Implementati on of thi s vis ion is being supported by the 
allocati on of additional funds for the NH S. 

Equall y important, the Government is driv ing forward its objectives through an 
eclecti c mi x of policy instruments encompass ing centra l directi on in some ar-
eas, the empowerment of GPs and nurses in others, and the introduction of new 
forms of inspecti on and regulati on. In the process, Ministers have not been 
afraid to adapt the policies of the M ajor and Thatcher Governments, taking the 
v iew that 'what counts is what works' and being unashamedl y pragmati c in 
their commitment to pull the NHS up by its bootstraps. The unansw ered ques-
tion is whether the policy cocktail mixed by the Blair Government can be made 
to work for pati ents and the public, or whether thi s is the latest in a long line of 
reforms that promises much but delivers far less . 

Evidence from the first two years indicates the sca le of the challenge that li es 
ahead. Taking the most concrete pledge made by Labour w hen in Oppos ition, 
the number of people waiting for hospital inpati ent treatment has fa llen to-
wards the target of 100,000 set by Tony Blair but only as a result of the earmark-
ing of additional resources and a focused management effort . As this has 
happened, the length of time people wait fo r an outpati ent appointment has 
ri sen, and the NHS has struggled to meet the continuing pressures of emergency 
hospital admiss ions. The extra resources allocated fo ll ow ing the comprehen-
sive spending review should enable further progress to be made in tack ling 
waiting lists but modern ising the NHS demands more than just add itional money, 
we lcome as thi s is. 

It is here that the Government's commitment to increase access and conve-
nience comes into play. In the case of pri mary ca re, the introducti on of NHS 
Direct, a nurse-led telephone helpline, and of wa lk-in primary care centres 
th row down the gauntlet to GPs who have enjoyed a monopoly as the first 
point of contact fo r pati ents throughout the history of the NHS. Not surpri s-
ingly, GPs are emerging as the government's most voca l critics, fee ling threat-
ened by the deve lopment of new models of ca re, and arguing that pati ents 
would be served better if the resources directed to these models were ta rgeted at 
ex isting services . 
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Simi lar t nsions are evident in hospita ls where pi lot projects have been estab-
lished to replace waiting lists w ith booking systems. In these projects, patients 
are giv n a date forth ir operation when they see the specia list in the hospita l 
outpati nt d partm nt, ther by reducing the uncertainty and anxiety of waiting 
for treatment. The ri sk for some hospita l doctors in these arrangements is of 
losing ontro l over the s h duling of their work and having to poo l patients 
with other colleagues instead of holding their own list. More fundamenta ll y, 
in reasing a ess and onvenience to hospita l treatment cha llenges the culture 
that ha equated length y waiting lists and waiting times with the popu larity of 
spe ialist and the est em in which they are held. 

To make th se points is to underline how complex it wi ll be to implement 
what appear to be relative ly simple hanges. More than any other public ser-
vi e, the NHS is dominated by the profess ionals who provide care, and to 
su c d the moderni sation agenda has to alter the behaviour and attitude of 
these professionals and onvin e them that change is desirable. To be fair, 
do tors and nur es have oft n been a sour e of onsiderable innovation, but the 
abi lity of the medi al profe sion and its trade union, the BMA, to delay and 
frustrat health servi e reforms should n v r be underestimated. For policy makers, 
the cha llenge is to find ways of overcoming res istance to change whi le at the 
sam time reating a climate in whi h furth er innovation is encouraged. 

How likely is it then that thi s Government's po licy mix wi ll succeed where 
oth rs have failed? The answer depends in large part on the theory of change 
und rl ying th approa h that has been adopted. In th is respe t, there is a stark 
contrast b tween the apparent simpli ity of Margaret Thatcher's internal mar-
ket, with its bel ief that ompetiti on wa the most effective route to improve 
performan e, and thee le ti ism of the Blair project in hea lth po l icy with its 
use of c ntrali ati on, profess ional empowerment, inspecti on and regulation . 
Whi l th poli ies curr ntly being pursued offer a wider range of opportuniti es 
to impl m nt hange than the internal market, and have generally been sup-
ported both from within th NHS and outside, they may sti ll be insufficient. 

This is be ause they give inadequate attention to the need to bui ld capacity 
within th NH S to introdu e the n w ways of wo rkin g on which the 
moderni sati on agenda depends. In thi s ontext, capa ity bui lding includes 
strengthening manag m nt at all leve ls, inv sting in taff training and develop-
ment, and understanding that in the long run rea l change comes less from 
headline at hing initiativ (of which th re have been many in the NHS) than 
from th creati on of organisati ons containing the people w ith the skill s and 
omp ten i s to improve servi ces to patients. The di lemma here is that the 

Governm ntis impati nt to see re ults and th time needed to bui ld capacity 
on whi h to d l ive r fundamental reforms may not ex ist, despite claims to the 
contrary . 
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are on the way out. We're modernising procedures in the House of Commons, 
so that even more people from all walks of society will consider politics as a 
career. Before the election, people said that the new Labour Government would 
become bogged down by its constitutional agenda. Like so much that they said 
then, it's proved to be utterly false. The constitutional changes are important, 
but they're not what most people put us into government to do, and we haven't 
been distracted from the real agenda: education, health, welfare, crime and 
transport. 

To help us deliver real change on those issues, there have been important inno-
vations in the way government goes about its business. In the past, different 
departments tended to plough their own furrows. This is the first truly 'joined-
up' government. The Social Exclusion Unit and the Performance and Innovation 
Unit are just two examples of that. The radical three-year Comprehensive Spending 
Review has allowed departments to get on with the job, without the distraction 
of annual battles over money. And the Chief Secretary to the Treasury now 
makes sure that all departments meet exacting performance targets year on year. 

This year's Annual Report on the Government's record made clear how much 
progress has already been made and acknowledged honestly what still needs to 
be done. The essays in this Fabian pamphlet go further. They explain why we're 
doing what we' re doing. They set out the values and principles that underlie all 
we do. In short, we want to create a country where fairness and opportunity go 
hand in hand, where economic efficiency is married to social justice. That's the 
new Labour message. 

We welcome an intelligent debate about our principles and policies, but with 
an ineffective and opportunistic opposition we don't always get one. So I wel-
come the fact that ministers' views are assessed here by independent outsiders. 
I may not agree with everything they say, but if it means we can have a serious 
and principled debate about how we're doing then that has to be healthy. 

New Labour is working. There is a lot more to do. But we are on the right 
course. We are determined to deliver our programme of modernisation and 
reform- applying our values to improve Britain . 
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We cannot possibly build our way out of congest ion. When the last Govern-
ment came in, there were 70 cars per mile of road and when they left office 
there were 100 cars per mile of road despite £70 billion being spent on roads. 
The overwhe lming majority of motorists would accept that the on ly realistic 
way of reducing jams is enabling more people to make more journeys without 
using their cars. So the key to success is widening choice: improving public 
transport so it provides an attractive and reliable alternative way of getting 
people where they want. Increasing transport choice will help motorists. The 
more car owners choose to make some journeys by bus, or train or by cycle or 
on foot, the better it is for those who want or need to keep using their car. 

Given that seventy per cent of journeys are less than 5 miles we need to focus 
on local solutions. This is why we are promoting Local Transport Plans which 
wi ll seek to improve al l forms of local transport; from walking and cycling to 
Bus Quality Partnerships. I intend to announce my decisions on Local Transport 
Plans before the end of the year. We have set aside an extra£ 700m to help fund 
these plans from loca l counci ls, with provision rising to over £1 billion in 
2001-2002. 

Local initiatives around Britain have shown progress can be made. In 40 towns 
and cities across the country Quality Partnerships have raised standards and 
attracted more passengers- typically, between 10-20 per cent more, with bus 
priority measures as high as 40 per cent. In Manchester an estimated 3 million 
commuters have been persuaded on to the Metrolink supertram from their cars, 
whi le over 40 bus operators, the Metrolink and North West Trains are co-
ordinating their ticketing, timetabling and passenger information. This is the 
first of a number of Centres of Excellence, which wil l act as beacons from 
which we can all learn. In Leeds, the guided busway has achieved an 85 per 
cent growth in patronage, and the car-sharing lane has helped tackle conges-
tion. In Edinburgh, the Greenways project cut bus journey times by up to 25 per 
cent and generated 250,000 extra trips in its first six months, boosting business 
in the city's shops. And we are finding that our new rural bus services are 
attracting up to 50 per cent more passengers. 

Addressing congestion wil l require new sources of income for investment. This 
is why we are enab ling counci ls, where they want them, to impose road user 
charges or workplace parking levies. Road user charging can be targeted at the 
most congested areas to encourage the use of alternatives to the car and provide 
the means to pay for them. Recent polls have shown a majority of Londoners, 
motorists and 75 per cent of London businesses wi ll accept congestion charging 
provided the revenue is ploughed back into transport. This is exactly what we 
have guaranteed. The London Bill gives the Mayor and London Boroughs the 
power to keep 100 per cent of the net revenues for at least ten years from 
implementation to spend on improving local transport (on any schemes starting 
in the first ten years of the G LA). All local authorities in England and Wales are 
getting the same facility. 



2 4 

No one should pretend that it w1ll be easy in the next decade to have fewer car 
JOurneys than today. Last year, traffic rose more slowly than the year before-
but it sti ll rose. There wi ll certa1nly be more cars in future. But if we use them 
more wisely we can limit the increase, reducing absolute traffic levels where it 
1s most needed. That is what I mean by people using their cars less, and public 
transport more. 

Integrated transport, integrated delivery 
An integrated transport policy means integration between different types of 
transport. In the transport system I envisage in ten years' time, bus and rail 
serv1ces will connect with each other and w 1th car journeys. That means time-
tables, ticketing, Information and phys1cal interchange must be l1nked . For ex-
ample, the new concordat between the Highways Agency and Railtrack is 
unlockmg new road-rail links and park and ride facilities. On public transport 
we want to get as near as possible to a door-to-door seam less JOUrney, w1th one 
t1cket which you can buy in advance, and connections you can rely on. Smart 
cards and season tickets for use on different modes will be more common. 
More park and ride facilities wi ll mean commuters and shoppers can combine 
the local flexibi li ty of the car with convenience of the bus and train . 

Providing information to travellers is a crucial part of this . There will be more 
'real time' information at the bus stop. Next year we will introduce a new 
nat1onal public informat1on system for all bus and rail services, on the end of a 
phone, and on the Internet. ElectroniC information will also help 1nform motor-
ists and 1mprove traff1c flows . 

Transport must also be Integrated w1th the land use plann1ng system at na-
tional, reg1onal and local levels. Poor plann1ng can generate unnecessary traffic; 
while effect1ve plann1ng can make sure people have easy access to the serv1ce 
they want so they don't have to travel miles to the nearest shop, post office or 
to get to work . Home del1very and e-commerce can also help. Weal o need to 
1nt grate transport w1th oth r w1th other government pol1c1e : merg1ng the old 
D partments of Env1ronment and Transport- to create a department for the 
qual1ty of l1fe- was a maJOr step forward 1n th1s regard . W are now apply1ng 
common th1nkmg on transport to spat1al plannmg, local government and envi-
ronmental policy, as we must to education, health care and wealth creat1on . 
F mally, better mtegrat1on means workmg 1n partnership, gettmg the best out of 
publ1c and pnvate provi ion, co-operatmg w1th local authont1es, bus1nes , the 
new reg1onal bod1e , the voluntary sector and transport users. 

Th Iran port system al o 1ncludes other modes: sh1ppmg, av1at1on, canals, 
walk1ng and cycl1ng all hav an Important part to play. Mak1ng 1t ea 1er to walk 
and cycle will be key I m nt of Local Transport Plans. Th nat1onal cycle 
n twork will b com pi t d by 2005, and IS already ahead of ch dul . Av1at10n 
contlnu to grow apace and we hav successfully encourag d r g1onal a1rports 
uch a Manchester and the north rn a1rports. Stansted, while offenng more 



direct services for people in the regions, is also taking some of the strain from 
the south east. And we are putting in place direct rail links to all London 's 
airports. 

Meanwhile in the freight transport field we are seeing a dramatic revival in the 
use of rail. More freight is also being carried by air and water. Yet we have to 
recognise that the lorry will still dominate freight movement. We want our 
hauliers to be competitive and we are examining this in the Road Haulage 
Forum. We need a long-term pact with the lorry. Cleaner vehicles and less 
intrusion in residential areas, complemented by priority routes and better use of 
logistics. Hauliers, of course, would be among the big winners from reduced 
congestion. 

Investment 
An integrated strategy means overcoming the backlog of under-investment, both 
in public transport and road maintenance. We are putting in half a billion 
pounds more for London Underground- making possible £2 billion of core 
investment over four years. And we have been developing new models of Pub-
lic-Private Partnership (PPP). This has allowed us to rescue the fast Rail Link to 
the Channel Tunnel, permitting new continental rail services and increasing 
commuter capacity . Our PPP for the London Underground will bring in £7 
billion for modernisation . As Public Interest Companies these will provide new 
forms of finance, and new forms of accountability. 

A PPP is also our preferred option for the National Air Traffic Services (NA TS) . 
Our air traffic controllers have done a lot to keep delays under control , 
reorganising some their busiest airspace in order to reduce delays and increase 
safety. They also have a continuing programme to provide additional airspace. 
But we need to see additional investment in NATS of about 1 billion pounds 
over the next 10 years in order to cope with demand. A public-private partner-
ship would separate out safety control from provision . It would also enable 
long term investment in technology which is the key to coping safely with more 
flights as well as greater certainty and stability. We have also given a new lease 
of life to British Waterways, using public-private partnerships to restructure its 
financing and enable it to develop our canal network for leisure and freight. 

By restoring confidence in the future of public transport we are attracting more 
private investment than ever before. Investment in buses is 80 per cent higher 
five years ago, and is now worth £270 million a year. Bus operators have been 
told that if they invest in comfortable high quality new buses, councils can help 
them cut journey times and improve punctuality. That means effective bus 
lanes in our cities and towns. In this way we can tilt the balance to make the 
bus more often a first choice rather than a last resort. Similarly, private rail 
investment is up by a third in just two years. The train companies have agreed 
to renew half the nation's rolling stock by 2002, and Railtrack must match this 2 
by increasing the capacity of the network. By establishing the shadow Strategic 
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Rail Authority and appointing a new Rail Regulator, we are making possible the 
developm nt of a strategic plan for the rail network and the renegotiation of rai l 
franchi ses to put the passenger first. 

A truly public service 
Improving public transport is not only better for the economy and better for 
mobi lity; it is also a matt r of socia l justice. Without public transport, the one 
in three households with no access to a car are cut off from services and ex-
cluded from society- this is especial ly true in rural areas. But transport itse lf 
must also be accessible. Some people will always require specially designed 
vehicles of their own, helped for example through the Motability scheme and 
orange badge parking scheme. We have also proposed the option of exempting 
disabled drivers from congestion charging and we are requiring that al l new 
trains, buses, and taxis are accessible to disabled people over the next couple of 
years. We have also pledged to guarantee every pensioner at least half price bus 
fares- directly benefiting 3 million pensioners. 

I believe we are on the verge of a renaissance in public transport. This is no 
longer an industry in decline. There are 1000 more rai l services each day, a 
massive increase in secure park and ride faci lities, 16 new train stations, a 14 
per cent increase in rail passengers, and rail freight has increased by a fifth. 
There are 1,500 additional services in our country areas. Bus passengers in-
creased last year in England for virtually the first time in twenty years. It's going 
to be a long haul. But the modern transport system we are building will be one 
in which congestion is tackled and choice increased for the benefit of motorists 
and the whole country. Our transport agenda will not just take us into the next 
election, it will take this country well into the next century . It is beginning to 
deliver improvements now, and to set the approach that will continue to de-
liver better transport with more choice for all , well into the 21st century . 



Commentary 

Phil Goodwin 
Transport has become a frontline political issue. Amidst the noise a key claim 
being made is that there is now widespread public dissatisfaction with the 
Government's transport policies- even a 'backlash' against it. But those mak-
ing this claim- including both politicians and commentators in the media- do 
not always make clear if thi s is dissatisfaction with what the Government has 
done or proposes to do; or with its failure to do it fast enough. The transport 
debate has one point of general agreement- the need for more money for 
investment in public transport. But this requirement is not always attached to a 
consistent or strategic logic. 

I do not believe that we are seei ng a reconstruction of the traditional ' road 
building alliance' - motorists, lorry operators and businesses, led by the con-
struction industry. There is unquestionably opposition to the Government's 
plans. But this is not remote ly close to producing any sort of viable alternative 
strategy which could challenge or head in a different direction from that set out 
in the Transport White Paper. Imagine if there were a new anti-Government 
transport coalition . What would it campaign for? 

We need to remember why the 1989 roads programme, ' Roads to Prosperity ', 
as the heart of the previous Government's transport strategy, collapsed. It was 
because it did not - and could not - work. That's what the Conservative 
Government's 'great transport debate ' was about: even the ' largest roads 
programme since the Romans' could not keep pace with traffic growth. At best, 
it could only slow down the pace at which congestion got worse. 

The need for demand management, traffic reduction, a reborn emphasis on 
public transport and walking and cycling, and on planning to reduce the vol-
ume of unnecessary travel , arose logically and directly from this recognition . 

What we are now starting to see is the practical problems of how to make such 
a historic turn in the basic assumptions of transport planning. 

First, we must recognise that as there cannot be enough road capacity for unre-
stricted use by everybody, improving conditions will require priority access-
pedestrianisation, bus lanes, lorry lanes, etc. This has - it always had - an 
implication which is only now becoming apparent. It is virtually inevitable that 
there must be a degree of dissension among the relative claimants. This is not a 
breakdown of the consensus. It is the working out of an inevitable feature of 
that consensus, namely the contest for scarce road space. This raises questions 
of democratic processes and political priorities- exactly what we are now 
seeing in concrete form. 



Second, we have, and will continue to have, a largely commercial transport 
industry, to carry out partly non-commercial objectives, including social and 
environmental ones. There is no reason in principle why this should be impos-
sible, but we can expect some divergence of approach, which will need to be 
resolved by very clever incentives. A favourable outcome is possible, because 
both sides have a lotto gain, but it may not happen automatically or smoothly. 

Third, charging motorists (and indeed all transport users) prices which cover the 
costs of the congestion and environmental damage they impose on others, only 
makes sense politically if it is initiated and controlled at local authority level. 
And it will only work if the revenues are kept locally, to be used for public 
transport, for street quality, for maintenance standards and wider civic renewal. 
The amounts of money involved- potentially- are enormous. They are quite 
enough to solve the financial crisis of the cities and buy urban quality at a level 
that has not recently been part of the British way. But it is uncharted territory, 
and caution is not surprising. 

There is, though, universal agreement that more money is needed. The Govern-
ment has promised a new funding mechanism (congestion charging) which is 
the only conceivable one which could produce the funds required. And john 
Prescott has secured the most famous victory of the White Paper, the accep-
tance by the Treasury of the principle of hypothecation . We will either solve 
these problems together, or not at all. 

The evidence suggests that there is public support for traffic reduction measures 
generally, and road user charges in particular, but it is contingent. People say-
well, yes, but only if alternatives are improved first. First. Now in an extreme 
form that is unworkable: it is one of those impossible conditions that are just a 
tactful way of saying no. But the basic idea is absolutely sound : the time scale 
of implementation of sticks and carrots must be connected- probably leapfrog-
ging rather than in a strict sequence or absolutely simultaneous, but consciously 
and deliberately co-ordinated . It is an example of the way in which the new 
policy agenda requires an emphasis on phasing and sequence, rather than end 
state, and therefore requires analytical procedures (sadly undervalued in the 
otherwise highly advanced techniques of traffic forecasting) which can give 
insights on evolution over time. 

So my interpretation of the political moment is that we have a weak breakdown 
of goodwill , but not a strong breakdown of the underlying consensus for the 
strategy as a whole, and not a backlash in any sense which is connected to a 
serious alternative. It is the irritation of impatience, not the hostility of opposi-
tion . It would be a complete misj udgement to use the appetite for results, 
faster, as an excuse fordoing less, slower. 



Freedom from fear: building a safer Britain 

Jack Straw 
Tackling crime is at the heart of our plans to build a better society. 
Crime damages individuals and disfigures communities. It hits every-
one hard, but bears down the worst on the poorest and the weakest. 
The Government has recognised that the old arguments about crime 
don't work any longer. The old left saw the causes of crime as the 
main issue: deal with unemployment, bad housing, poverty, poor edu-
cation and lack of opportunity, they said, and crime would inevitably 
fall. The new right saw individuals as the central issue and tended to 
ignore the environment in which crime breeds. But neither explana-
tion was complete in itself. Because neither was the full explanation 
for crime, so neither could offer the full means to tackle it. When we 
said we needed to be 'tough on crime, and tough on the causes of 
crime', we meant it. 

The Government's strategy 
After two years in Government we can set out what this approach involves in 
practice. Being tough on crime means: 

• sending signals to criminals that a return to crime is not an option; that the 
purpose of our criminal justice system is to catch and punish offenders not 
to make excuses for them 

• far more rigorous enforcement of community sentences 

• zero tolerance of anti-social behaviour. We have introduced anti-social 
behaviour orders for nuisance neighbours and new offences of racial vio-
lence and harassment 

• quicker and more effective punishment for persistent young offenders. 

And being tough on the causes of crime means: 

• strengthening communities through welfare to work, supporting families, 
better housing policies, improved education, encouragement of volunteering 

• investing in safer communities. We are putting £400 million over three 
years to fund evidence-led crime reduction initiatives including the biggest 
ever commitment to CC1V, over £50 million for burglary prevention projects 
and over £30 million for target policing schemes 

• an end to the vicious circle of drug related crime. We have already invested ~ 
an extra £76 million in prison based drug treatment programmes and intro-



duced new drug testing and treatment orders for offenders on community 
sentences. But we need to do more to break the links between hard drug use 
and crime 

• making prison work by investing over £200 million in preventing re-offend-
ing, improving literacy and employability among prisoners, getting drugs 
out of prison through mandatory drug testing for prisoners- and making sure 
that visitors who bring drugs in lose their rights to visit. 

A long-term agenda 
The early indications of the effectiveness of this strategy are promising. Re-
corded crime is lower than it was when we came to office. The most recent set 
of national crime statistics, published in October last year, show the biggest 
fall in crime for five years. And, for the first time ever, the British Crime Survey 
showed that unreported victimisation -and fear of crime -was on the way 
down too. 

These statistics show that rising crime is not inevitable, it can be reversed . Our 
greatest task, not just for the coming two or three years, but for the next decade 
and beyond, is to turn recent short term gains into a long term reduction in 
crime. That means focusing on the long term trend and not being knocked off 
course by short term fluctuations caused by demographic or economic factors. 
Every decision we make, every pound we spend, must be with that overriding 
priority in mind- to reverse the long run growth of crime. 

Meeting that challenge will require a clear focus on outcomes not inputs, and 
on clear and measurable targets at both a national and local level. That means 
focusing not on how many police officers a chief constable may choose to 
employ, but on the outcomes which this creates; on whether crime goes down 
- or up; and on whether people feel more, or less, safe. It also demands a 
recognition that tackling crime and disorder is a duty which involves all local 
agencies working in partnership- notj ust the police. To galvanise the efforts of 
those working at a local level -local councils, schools, hospitals, businesses 
and voluntary groups- we have now got more than 430 statutory partnerships 
up and running across England and Wales, delivering local strategies to reduce 
crime. 

Young offenders 
Most adult criminals learn their trade as teenagers . Yet if there was one area, 
above all others, that symbolised what was wrong with the criminal justice 
system when we came into office, it was how we dealt with young offenders. 
We had to stop treating young offenders as spectators in the criminal justice 
process- talking over, round, or at them, but never to them. We had to deal 
with the endless delays which stretched the· gap between offence and court 

.r3 0 appearance to the point where the young offenders could scarcely remember the 



crime itself, never mind feel guilt or remorse for it. We had to focus on what it 
is that makes young people offend in the first place and put the prevention of 
further offending at the heart of our strategy. 

We are now well on the way to delivering on the key pledge we made before 
the election to halve the time it takes to deal with persistent young offenders. 
By the end of last year average delays were already down from 142 days to 106 
days and they are still dropping fast. 

Drug related crime 
Drug related crime places another enormous burden on our system of justice. 
Offenders who are dependent on hard drugs like heroin or crack cocaine spend 
thousands, sometimes tens of thousands a year on drugs creating epidemics of 
crime to fund their habit, which in turn can blight neighbourhoods for years. 
Thirty per cent of arrestees say that they are currently addicted to one or more 
drugs, yet only one in five say they have ever received treatment for their addic-
tion . 

We must break this vicious circle of drug related crime. There is more, in 
particular, that we could be doing to catch drug-addicted offenders when they 
first come into the system- for instance taking rapid action down in the cus-
tody suite, just after arrest, when they are coming to terms with the conse-
quences of their addiction. We already know from pioneering work in Salford, 
the Metropolitan Police and elsewhere that arrest referral schemes based in 
local police stations can get drug misusing offenders into treatment and prevent 
very significant amounts of crime. Arrest referral schemes are not an alternative 
to charge and punishment, they are an essential addition to the process of 
justice, a means by which society can say to the offender: prove to us that you 
are committed to a new life, to going straight. We must extend their coverage. 
Two hundred pro-active, face-to-face arrest referral schemes involving on-site 
and on call drugs workers could have a huge impact on drug-related offending 
in England and Wales. We are making available £20 million over the next three 
years for new .arrest referral workers and the provision of additional treatment to 
make sure that we reach our target of providing coverage for all custody suites 
by 2002. 

Modernising the police force 
There has been a quiet revolution taking place in the public sector in the past 15 
years and this is bound to include the police as much as any other public 
service. No change can never be an option. The Government is putting substan-
tial extra resources into the police service but we should also be challenging the 
way we do things. That is at the heart of the new NBest Value" regime- the 
challenge of raising our performance to the level of the best, of comparing 
ourselves with our peers and, most importantly, of consulting with the public. 



Change can be a painful process- there will always be those who want to stick 
with the old ways, no matter how outdated or ineffective they might be. That's 
frustrating for the public- and doubly frustrating for the overwhelming major-
ity of staff who simply want to do a better job. But many forces are already 
showing what can be achieved . The Met, for example, have managed to reduce 
sickness absence by 27 per cent over the past year- the equivalent of 500 extra 
officers available for duty each day. In the West Midlands approximately 700 
officers have been put back on the beat by rational ising the work of specialist 
squads. I have set a target for every force of achieving at least 2 per cent effi-
ciency savings, I hope that many will do even better. 

We stand on the threshold of some of the most exciting changes in police 
technology in decades. Take breakthroughs in DNA technology. Work by the 
Forensic Science Service means that offenders can be matched to scenes of 
crime through microscopic samples of no more than two or three human cells 
-sometimes years after the event. Every week around 600 new matches are 
made on the National DNA Database. And every week some of the most seri-
ous offenders in Britain, including murderers and rapists, are brought to justice 
as a result. Working with the Forensic Science Service we are making available 
over £1 million to enable them, in partnership with the police, to explore the 
full potential of DNA and other forensic techniques for tackling crime hot spots 
and prolific offenders. 

But perhaps the most significant new project we have on the horizon is the 
Public Safety Radio Communications Project (PSRCP) which will revolutionise 
the way in which police officers communicate with each other and with their 
control rooms. For the first time, police out on the beat will have the informa-
tion they need- crime maps, vehicle license data, photographs- where they 
need it, when they need it. Frontline officers will no longer have to waste hours 
back in the police stations retrieving data and the new system will also make 
possible the amalgamation of police, fire and ambulance control rooms- sav-
ing money and saving lives. 

A safer Britain 
Crime and criminal justice matter. Nothing can undermine communities more 
than disorder, fear and lawlessness. Where there is less crime, there is more 
opportunity for everyone to enjoy a better life for themselves and their families. 
If we can reduce crime we can redirect the resources that we spend on making 
hospitals secure or repairing vandalised neighbourhoods towards more produc-
tive outcomes. Less money on broken windows and mortice locks- more money 
for teachers and books. We have not yet won the battle against rising crime, but 
we have built the foundations for a safer Britain. 



Commentary 

Charles Pollard 
The Government reform programme is thoughtful and is based on hard evi-
dence of what works- in contrast to "flavour of the month" quick fixes which 
politicians often find more attractive. This is precisely why the new agenda is 
broadly popular with those working in criminal justice agencies. But the 
Government's reforms are by their very nature strategies for the medium term, 
and they require major organisational and cultural change throughout the whole 
criminal justice system if the full potential gains are to be achieved . 

Many commentators do not understand just how radical , broad and deep the 
reforms really are. At a fundamental level they are based upon a new, clear 
philosophy around the purpose, aims and objectives of the criminal justice 
system, which for the first time has been signed up to by not just the Home 
Secretary but also by the Lord Chancellor and the Attorney General. This is in 
sharp contrast to the past when there was I ittle clarity and constant turf wars 
took place at ministerial and departmental level , rendering effective change 
almost impossible. 

The reforms are also grounded in the real concerns and needs of local commu-
nities. The new statutory requirement for Local Authorities to take ownership of 
community safety- and for all agencies to have to work together with them to 
reduce crime and disorder in consultation with local communities- is a huge 
and very positive change. This links in closel y with the recognition that what 
used to be regarded as "low level" and therefore unimportant crime- for ex-
ample graffiti , vandalism and nuisance- is in fact not only very significant to 
the quality of life of local people but also a major generator of the fear of crime 
and a potential route into more serious criminality . The new Anti-social 
Behaviour Orders and offences of Racial Violence and Harassment are particu-
larly welcome in this context. 

The new youth crime policies are equally significant and should soon make 
Britain world leaders in this field . Every time we stop young people from offending 
or re-offending- or from progressing to more frequent or serious offending-
then we are not just reducing crime now or next week or next month, but we are 
investing in sustained long term reductions which will feed through and become 
more and more significant over the years and into future generations. 

There is plenty of evidence to show that with the proper focus and good multi-
agency frameworks- which the reforms provide- it is possible to reduce of-
fending by young people very significantly and, over time, forth is to feed strongly 
into reduced crime and disorder on the streets. In Milton Keynes, for example, 
where similar policies and structures have already been in place for five years, 3 



total crime has fallen over the last two years by 21 per cent, and residential 
burglary by 41 per cent contrary to trends elsewhere. 

If these reforms are potentially so powerful then, what should the Government 
do for the rest of this Parliament? The answer is two fold . Firstly, they need now 
to consolidate and concentrate on helping those in the crim inal justice system 
to deliver on the central thrust of the changes. In this they should reflect on the 
huge additional workload which the reforms and other demands are currently 
imposing on crimina l justice managers. In policing, for example, over the last 
two years there have been no less than 27 Audit Commission and Police In-
spectorate thematic reports pub I ished incorporating over 300 different recom-
mendations, covering many important issues ranging from effective patrolling 
to estate management, and from community and race relations to the use of 
police surgeons. In addition there is the constant need to quickly respond to 
many of the bids for 3 7 separate avenues of funding for developmental 
programmes in loca l government and policing. 

What is needed is effective 'joined-up' national government, providing greater 
consistency of approach, better co-ordination and a focus on outcomes. The 
Government has already laid down the thrust of the reforms, the 'what', but 
now needs to ensure it does not interfere in implementation by being over-
specific and too detailed on the 'how'. Managers should be trusted to get on 
with it at the same time as being held to account for delivering and being 
supported in doing so. 

Most criminal justice managers are supportive of the changes- they believe in 
them and want to deliver results- but dysfunctions between central govern-
ment departments cou ld direct resources and energy away from the main thrust 
of the reforms. For example, the linkages between school exclusion and truancy 
on the one hand, and youth crime on the other, are self-evident at a local level, 
yet at a national level there sti ll seems to be lim ited connection between the 
policies of the Department of Employment and Education and those of the 
Home Office. Secondly, the Government needs to seek more ownership and 
help from the Judiciary in the reforms. Independent though they are, judges are 
important leaders and their contribution is currently limited. Where, for ex-
ample, is the innovation in the UK which in other countries has seen judges 
take the lead in setting up drug courts, truancy hearings, or establishing more 
effective ways of involving victims in the criminal justice process? 

The challenge to the Government therefore is to create the optimum conditions 
during the next two years for their reform programme to be implemented well. 
They will have succeeded if, within that time, examples start appearing around 
the country showing early results in relation to crime reduction. Their next 
challenge wi II then be to rep I icate the best models of 'what works' around the 
whole country. Ultimately, the acid test will be to assess how far their reforms 

.(3' have impacted upon levels of crime and disorder in five years' time. 



Rebuilding the welfare state: the moral case 
for reform 

Alistair Darling 
The Government is delivering welfare reform in line with its vision 
for the welfare state. Our actions are based on a moral case for re-
form which reflects the duty we owe to our children to build a wel-
fare state fit for their future. Two thousand children are born every 
day in Britain. In the final months of the 20th century a third of them 
will be born into poverty. If we do nothing these children will not 
only be born poor, they will live poor, and die poor. 

Though it is impossible for us to predict the future, we do know that a child 
born today will be working in 20 or so years' time and nearing retirement in 60 
years. Every one of those children will need a welfare state that helps them 
through life; giving them the education necessary to get on in their youth, 
providing active help in obtaining skills when they are in work; and making 
sure they are secure in retirement. 

The welfare state is one of the greatest achievements of the 20th century . It 
lifted millions out of poverty, provided people with a decent home, provided 
the health service and provided people 's first pension . .Sut now many parts of 
it, like the benefits system, are no longer up to the job. The DSS still pays 
benefits using order books, like the ration books introduced in the 1940s. Fifty 
years on the only innovation was to put a bar code on them . The benefit system 
all too easily traps people on benefit, writing people off when it should be 
providing them with active help to get back on their feet. Because of this many 
people are poorer than they should be, dependent when they need not be, and 
neglected when they should not be. 

That is why we are reforming the benefit system: so that it helps people to help 
themselves, offers greatest help to those in greatest need, and provides up to 
date services designed from the perspective of the people who use them, not the 
people who run them . And we are putting resources into this: spending £6 
billion to tackle child poverty, £2 billion extra for disabled people on benefits 
and £4 billion more helping pensioners. Moreover we are restoring public con-
fidence in the benefit system by rooting out fraud and error, including saving £1 
billion just by checking Income Support claims properly- without denying 
anyone a penny in the benefit they're due. This adds up to a strong start, but 
there's a great deal more to do. 

Ending child poverty 
If you are born poor your chances of getting a decent education, a decent job 31 



and a decent pension are severely damaged. If you're a Pakistani child, or a 
Black child, or a Bangladeshi child, you'll be even more vulnerable to these 
problems. We have a moral duty to do better: this is the stuff of moral crusades. 
Children born in run-down estates should have the same opportunities as those 
born in leafy suburbs- the same good health, the same decent education and 
the same hope for their future That is why we are committed to ending child 
poverty in 20 years. By the end of this Parliament one and a quarter million 
people will be lifted out of poverty, 700,000 of them children. 

We are already spending £1 billion on our record increase in child benefit. And 
we are helping more than a million children by radically reforming the Child 
Support Agency to make sure it provides a decent service to parents and chil-
dren. 

This is also why we made education our number one priority- because we 
know that poverty in later life is caused by children not going to school, and not 
getting the basic skills of reading and writing. Half of today's long-term unem-
ployed have no qualifications at all. Teenage girls doing badly at school are 
more likely to become teenage mothers than those who are doing well. This is 
why the Government's educational policies- raising standards in schools, re-
ducing truancy and our wholesale assault on illiteracy- are also policies against 
social exclusion. 

Promoting work 
Work is central to our strategy. We're making sure our benefits system promotes 
work for those who can, while it provides security for those who can't. We all 
know that under the Conservatives, at a time of chronic unemployment, thou-
sands of people were pushed out of the dole office and onto the sick-list. Be-
tween 1979 and 1997, the number of men on incapacity benefits, aged between 
50 and 64, more than doubled; not because they were all sick, but because they 
were written-off and ignored . Between 1979 and 1997 the number of working 
age but workless households more than doubled. This was a major contributor 
to the growth in the number of children born into poverty . 

We are taking a radically new approach, making sure children grow up knowing 
that work pays. We are rewarding hard work and effort with the national mini-
mum wage, tax cuts, and the new Working Families Tax Credit. The New Deal 
has seen over 100,000 people get job opportunities. All of this new help is 
underpinned by economic policies that promote stabi I ity and growth, regenera-
tion and employment. There are more jobs now than when we were elected, 
and youth unemployment has more than halved since we came into power. 

New rights, new obligations 
The welfare state must of course provide a safety-net. But it must do much more 



than that. Benefits can alleviate the symptoms of poverty, but they can't tackle 
the causes. It's very easy for the government to send out a giro but a giro cannot 
get people a job, or improve their skills or prospects. Because we want everyone 
to get the opportunities they need we've introduced the new ONE service which 
will make sure that in future everyone of working age who claims benefits also 
gets help and advice on work, training, childcare and benefits. The right that 
people have to that advice will be coupled with the responsibility they have to 
look at their options- not to write themselves off and think that because they 
have lost their job, or have been ill for a while, or are 10 years from retirement, 
that they will never work again. 

We are determined to make sure no-one is ever again written off by the benefit 
system. That is why there is an element of compulsion in the new ONE service, 
with everyone of working age having to come in and look at their options. We 
are not forcing lone-parents or disabled people into work; rather, we are provid-
ing them with new forms of help to get work, childcare and training. We know 
that lone-parents are the best people to make decisions about what is best for 
them and their children. It is striking that eighty-eight per cent of lone-parents 
who come in to find out about the New Deal do actually join the scheme. The 
tragedy is that three-quarters of those contacted do not come in to find out in 
the first place so they don 't know what is on offer. And if they do not know they 
have choices how can they choose what is best for them ? 

In return for changing the culture of the benefits system so it provides new help 
and new opportunities we expect people who can wotk to do so- to help them 
help themselves. This means being tough, but only where it is fair and right to 
do so 

Security in old age 
One of the first things we did when elected was tackle the poverty that many 
pensioners face today- by reducing VAT on fuel, and other measures to save 
thousands of pensioners £100 or more on their fuel bills; by our Minimum 
Income Guarantee, worth at least £7S a week for single pensioners, and at least 
£116 for a couple; and later this year we're helping every pensioner household 
with the Winter Fuel Payment- increased by us from £20 to £100. 

Just as we have a duty to tackle pensioner poverty today so we have duty to 
prevent pensioner poverty in the future- to make sure the children of today 
don 't become the poor pensioners of tomorrow. If we do nothing, in SO years 
time 1 in 3 people would retire onto means-tested benefits. This is why we are 
reforming the pensions system, laying the foundations for the next SO years or 
more. We are building on the bedrock of the Basic State Pension: providing 
significant new help for the low-paid, carers and disabled workers through our 
new State Second Pension; and making sure a lifetime of hard work is rewarded 
by using the State Second Pension to boost funded pensions. We are also intro- 3 



ducing the new low-cost Stakeholder Pension to help people left out- or ill-
served- by the current system: for instance, people like hairdressers, workers 
with temporary contracts, and parents who take breaks from work to bring up 
their children. 

Planning for the future 
All these reforms are planning for the future. The question for us is not whether 
to change, but how to change. For too long some of the people who cared most 
about the welfare state have shied away from reforming it- even if it is failing 
the very people they claim to want to help. I don 't want to be remembered as 
another Secretary of State who tinkered with the system- who patched and 
mended before handing it on to someone else to do the same. This Govern-
ment always knew it wasn't going to be easy to reform welfare. We are taking 
on vested interests, decades of neglect, entrenched attitudes, and a massive 
benefits system that is now part of the problem -when it should be part of the 
solution. We want to be remembered because we had the courage to change the 
welfare state for the better. 



Commentary 

Fran Bennett 

Formidable challenges would have faced any government contemplat-
ing social security reform in the 1990s. The new labour Government 
was also confronted in the UK with a legacy of massively increased 
poverty and inequality. Moreover, it faced a widespread perception 
that taxation had reached its politically acceptable limits- or at least 
that governments could no longer be trusted to spend additional tax 
revenues wisely. It was therefore unsurprising that New labour did 
not find what it calls 'welfare reform' the easiest of policy areas. At 
first, it was said to be 'thinking the unthinkable', and appeared to be 
focusing solely on cutting costs. Cuts in lone-parent benefits got wel-
fare reform off to a bad start. The initial Green Paper favoured a 
'third way', but was short on detail, beyond a central formula of 'work 
for those who can, security for those who cannot'. 

Now, however, Alistair Darling's essay treats reform not as a matter of eco-
nomic necessity but as a 'moral crusade'. He outlines the Government's achieve-
ments to date, which he describes as being based on 'helping people to help 
themselves' and 'getting greatest help to those in greatest need'. Many of these 
achievements are innovative and welcome. In particular, the plethora of poli-
cies known as 'welfare to work ' and 'making work pay' have tackled counter-
productive benefit rules, and extended help and advice beyond the unemployed 
to other workless groups. Benefit levels have also been improved for various 
groups who cannot be expected to work. The ambitious drive to tackle child 
poverty- indeed, to abolish it altogether within a generation-includes signifi-
cant increases in both universal child benefit and means-tested benefits for 
younger children, as well as new tax credits. 

AI istai r Darling's references to the need for 'difficult decisions', however, sug-
gest that unresolved questions remain- though they give little clue about what 
these may be. We have still not had the national debate on the future of the 
welfare state from first principles that we were promised. Such a debate might 
offer some real insight into the Government's mid-term thinking on two key 
issues. 

The first is the meaning of 'modernisation'- often undefined, and sometimes 
in danger of being interpreted as a code for benefit cuts. To demonstrate clearly 
that this is not the case, the Government needs to move forward on several 
fronts. The benefits system should be further adapted for the modern labour 
market. It is encouraging that the Government has promised to review the ex-



elusion of low-paid workers from national insurance; this shou ld now be ex-
tended to examine the comp licated relationships of low-paid, part-time and 
se lf-emp loyed workers with the benefit system as a who le. A related but sepa-
rate question is how to reform the system to match women's needs and li ving 
patterns. The Government has also made some progress here; but the differen-
tia l impact of some benefit reforms on men and women has not always been 
anticipated. Finally, a real 'modernisation' agenda shou ld consider the case for 
meeting new contingencies, such as payment for parental leave and and cover-
age for long-term care. Different countri es' varyi ng policy responses to sim ilar 
chal lenges and constraints show that 'modernisation' does not have to imply 
inevitable moves in any one direction. 

The second key issue is how to create a sustainable socia l security system. 
Alistair Darling refers to the duty to create a we lfare state fit for the future, but 
does not discuss the comp lex questions involved. The Prime Minister has also 
ta lked of making the whole of the we lfare state popular again- making clear 
that the main obstacles to achieving this lie within the benefit system. At a 
minimum, such a goal can mean ensuring the cost of socia l security is accept-
able to taxpayers. More ambitiously, it can mean building broad-based politi-
cal support for the socia l security system, and hence contribute to recreating 
trust between citizens and government. 

The attempt to re legitimise 'we lfare', therefore, l ies at the heart of New Labour's 
reform project. For many people in work, tax credits wi ll replace in-work ben-
efits, as the government tries to create a sense of entitlement dissociated from 
the stigma of the (means-tested) benefit system. The conditions attached to 
claiming are being extended (in particular, by most working age claimants be-
ing required to attend periodic interviews to discuss their future prospects)- a 
move apparently aimed in part at reassuring taxpayers that the benefit system 
requires 'something for something'. The government has also focused on 'root-
ing out fraud and error', with the emphasis on anti-fraud drives. These po licies 
represent attempts to rehabilitate 'welfare ', either by disconnecting income trans-
fers from socia l security altogether, or by making claimants into worthier recipi-
ents of benefits . 

None of these measures is unproblematic, however. Indeed, each risks reinforc-
ing rather than countering negative images of benefits or claimants. (The term 
'welfare' is a problem in itse lf, evoking the punitive, residual nature of we lfare 
for the poor in the United States.) Moreover, recent research suggests that, wh ile 
the public is general ly comfortable with linking benefit receipt with responsi-
bi lities, they have some concerns about the Government's abi li ty to deliver on 

. its own responsibilities, and also believe that in some areas these shou ld be 
increased. 

The Government's strategy cou ld therefore appear high-risk. It also faces a ma-
jor difficu lty in attempti ng to create a popular benefit system when some of its 



core reforms are seen as reneging on its side of the social security contract, by 
restricting entitlement to national insurance benefits for many future claimants. 
The clearest example is the proposed changes to incapacity benefit. This threat-
ens to undermine public trust at the very time that major structural changes 
such as the new pensions arrangements are being introduced and the better-off 
are being asked to pay more in national insurance contributions. Yet, paradoxi-
cally, national insurance is the prime example of the work-based contract cen-
tral to New Labour's view of 'welfare'. It can also accommodate the partnership 
between state and private provision favoured by the Government- whereas 
means-testing, even if it does not discourage saving, certainly does cause resent-
ment amongst savers when their efforts count for nothing. 

The longer-term future of national insurance is still unclear. It looks to some as 
if the Government is letting it wither away. The partial alignment of national 
insurance contributions and income tax also suggests the possibi I ity that they 
may be fully integrated in the future. Others point to measures extending ben-
efit rights, or making it easier to qualify, to argue that the signs are more am-
biguous. Ministers say they prefer to act pragmatically, on a case-by-case basis. 
The danger is that the results can either be contradictory, or (as Professor Ruth 
Lister has argued) drift in one direction by default. Recent research shows the 
puqlic wants greater transparency from the Government about its intentions on 
contributory benefits. Private providers are likely to feel the same. A real public 
debate on national insurance is long overdue. 

At mid-term, therefore, the verdict on welfare reform must be mixed. The Gov-
ernment has introduced some exciting and innovative new policies, and shifted 
the centre of gravity of social security debates to a focus on an 'active' we lfare 
state with paid work at its heart. It has managed to combine its radical commit-
ment to tackle child poverty with a broader goal of supporting all children. But 
'modernisation' still appears to include moves towards more means-testing (even 
if often in the guise of tax credits) - despite the difficulties this creates for 
achieving other important Government objectives, and the lack of public en-
thusiasm. The welcome emphasis on investment in building people's capaci-
ties is long overdue, but does not include sufficient recognition of the damaging 
impact of low benefit levels on the people who receive them . Finally, judging 
by Alistair Darling's essay, the Government acknowledges that it has not cre-
ated a consensus about the way forward . 

The longer-term outcome of changes made so far is unclear- particularly the 
introduction of tax credits, in terms of both administration and public reaction . 
The implications of the Treasury's new and prominent role in welfare reform 
are also uncertain . The most important unknown, however, is whether the 
Government's approach and policies provide a sufficiently stable foundation 
on which to build a coalition of support guaranteeing the long-term viability of 
a comprehensive, multi-purpose social security system. 4 



People and knowledge: towards a new 
industrial policy for the 21st century 

Stephen Byers 

We are witnessing a fundamental shift taking place in our economy 
and society. It is driven by globalisation, and the increasing economic 
impact of technology and innovation, and it is changing the nature of 
work and of the workforce itself. For most of our history wealth and 
power has come from the control of physical assets- land, raw mate-
rials, coal, iron and steel. In the next century it will come from hu-
man and intellectual capital. 

Look around the world today and its chief characteristic is change. The force of 
change outside our country is drivi ng the need for change within it. The market 
left to its own devices cannot educate or equip us forth is world of rapid change. 
We must make sure that markets work effectively. This means having a strong 
and robust competition policy and consumers who are well informed and con-
fident. But on the eve of a new century we also need to think about the sort of 
society we want to become. I believe that we need a knowledge driven society. 
Knowledge can be both empowering, liberating and a source of economic well 
being. That is why our agenda is founded on empowering people through edu-
cation, learning, skills : We want a society in which people are more able to 
take charge of their lives. We also want them to raise their sights, to collabo-
rate, to compete, to share ideas and to share risks . To achieve this we need a 
new coalition between government, business and society- a coalition that is at 
the heart of the politics of our Government. 

Building a knowledge based economy 
The challenge for public policy makers is how to prepare Britain for a world in 
which knowledge is the new currency. Successful economies and societies will 
be those that can adapt to the demands of such rapid change, that are flexible 
and creative and manage change rather than being submerged by it. They will 
be those which find ways to include all their people, not just a new knowledge 
elite. An approach built around a new coalition, but with the objectives the left 
of centre political parties have always aspired to : to create a better standard of 
life for our people, to ensure British business succeeds at home and abroad, and 
to tackle exploitation in all its forms. This is an approach which recognises that 
the role of government has fundamentally changed, but that it still has a critical 
part to play in improving the performance of the British economy and in im-
proving life for all. 

First and foremost, we can create a stable macro-economic environment. Stabil-
ity matters more than ever in the new economy, because more than ever we 



need businesses to invest in knowledge- be it through R&D, or through train-
ing, as well continuously to take risks to stay ahead in fast moving markets. We 
can ill-afford this vital investment to be put off through fears about the economy 
and its long term stability. That's why we gave the Bank of England indepen-
dence, and tackled the hole in the public finances which we inherited. 

Second, we must invest in people. In this new economy, the educated and 
trained individual will be king. Already graduates earn twice as much on aver-
age as those with no qualifications. But because of the increasing importance of 
knowledge, the average salary for graduates is also growing far more quickly-
more than half as fast again . Those with no qualifications are four times more 
likely to be out of work . We cannot allow the growing importance of knowl-
edge to create a new generation of haves and have-nots. That's why we are 
investing so heavily in education as a Government, and why we are so commit-
ted to raising standards. 

Third, we need the right infrastructure. We want to make Britain the best place 
in the world for electronic trading. In the two years since the election we have 
done much to turn this ambition into reality. The key is the provision of a 
comprehensive electronic communications network. OFTEL has opened up BT's 
local network to allow the competitive provision of higher bandwidth services 
and consultation on licensing new spectrum to allow broadband wireless ser-
vices. And we have also placed the UK at the vanguard of Europe in terms of the 
licensing of third generation mobile services. To give people access to these 
networks we are creating 800 IT learning centres, giving community based ac-
cess to the National Grid for Learning and the University for Industry. We are 
also encouraging the recycling of computers for those who cannot afford new 
ones, and we have set a target of 1.5 million small and medium-sized enter-
prises wired to the digital market place. 

People must have confidence in these technologies if we are to realise the 
enormous potential ofthe e-commerce revolution . We will achieve this through 
our proposed legislation on electronic communications, and programmes such 
as the Information Society Initiative and the creation of "Trust UKn, an industry 
led body aimed at boosting confidence in internet shopping through an on-line 
hall mark to identify best practice websites. The Government is doing more 
than encouraging progress- in some areas we are leading the charge. We have 
said that all government services will be capable of being delivered electroni-
cally by 2008, and by 2001 we aim to conduct 90 per cent of routine procure-
ment electronically. 

Open markets, strong consumers, and fairness at work 
Getting the infrastructure right is only the beginning. As the world opens up 
British firms will only succeed in winning market share if they have access to 
markets and the capability to compete. Opening up markets will also be one of 43 
my priorities- we are driving this forward in the UK where, for example, there 



is now full competition in electricity and gas supply. We need to open markets 
in Europe where we have been at the heart of the campaign to complete the 
single market. We are also working with others to continue the drive for global 
free trade and increased liberalisation of goods and services. Within those mar-
kets competition will always be the greatest spur for innovation and the provi-
sion of genuine consumer choice. Next year will see the start of a new 
competition regime in the UK which wi II ensure that anti-competitive practices 
and the abuse of dominant positions can be halted and punished . The con-
sumer has a key part to play in the drive to improve our competitive position 
and raise productivity. That's why we have brought forward a wide-ranging 
White Paper on consumer issues which will help to create the link between 
informed consumers and businesses. We will increase access to advice for con-
sumers, promote better research of consumer issues, and ensure that the con-
sumer interest is properly represented in Government. 

Another crucial area is employment law. The changes we have made are an 
integral part of our broader policy to improve our competitive edge. I believe 
that our commitment to setting minimum standards in the workplace is neces-
sary to create a motivated and productive workforce. Of course, we accept 
entirely the need to avoid over-regulating businesses. I don't want counterpro-
ductive, undue burdens: the challenge for Government is to strike the right 
balance. We are living in a world where the nature of work and the needs of 
those who work are changing dramatically. We need to ensure a balance be-
tween rights and responsibilities in the workplace. 

Supporting innovation 
In a world where product lead times are becoming ever shorter, companies 
need constantly to develop and adopt the best products, techniques and prac-
tices. A measure of the importance the Government places on this is the in-
crease in science budget of £1.4 bn . At the same time in DTI our innovation 
budget was boosted by 20 per cent. But those are only the headline measures. 
At all levels we are working with others to increase the transfer of knowledge 
and expertise. We are working with the CBI on their Fit for the Future campaign 
and with universities on the science enterprise challenge and the newly created 
Reach Out Fund. We are investing £30 million into Faraday Partnerships- a 
key part of the Government's objective to enable our universities, independent 
research organisations, manufacturing industry and the finance providers to work 
more coherently together. They are a unique way of putting in place in this 
country the sort of enterprise that we see on the West Coast of the USA; people 
from the research, business and finance communities working together to bring 
new products to market more quickly and efficiently than we have achieved 
before. 

In the knowledge driven economy it is small firms that will play a key role. We 
have set up the Small Business Service to give them a powerful voice at the 



heart of government and to ensure that government services are delivered to 
them in an easily accessible coherent manner. The nature of those services has 
also changed, with greater emphasis on high value added, knowledge-based 
companies. These companies will benefit from the creation of the Enterprise 
Fund, greater support from the regional venture capital fund and the refocusing 
of regional selective assistance that will target government support on those 
firms that can genuinely make a difference. 

A risk-taking society 
But if we are to exploit the potential of our companies and our people to the 
full, then we also need to see a revolution in attitudes. I am encouraged by the 
fact that the younger generation appear to be both far more ambitious and far 
more excited by the idea of pursuing a business idea. What we need to do is to 
promote this greater enthusiasm for enterprise and hard-work across all ages. 
Too many of us still conform to the old stereotype of the British preferring 
people to fail than achieve genuine and deserved success. Shifting British cul-
ture onto a more enterprising and less risk-averse track will take time. But we 
must all aspire to change the national mood if we are to create an outward 
looking, confident society, fit to take on the 21st century. The public sector also 
needs to change or risk being left behind by events. It is moving far more slowly 
than the pace of change in science, technology and commerce. 

The answer must lie in the modernisation of all our social and political institu-
tions. We must look at everything afresh, from the detail of individual policies 
down to how we develop policy, communicate and deliver it. This doesn 't 
mean we should throw everything we have inherited overboard, but that we 
must secure a faster rate of innovation and learning in policy making and the 
public sector. This is important, because the public sector will play a critical 
role in this new economy. If the public sector is averse to trying things, perhaps 
putting bureaucratic process before effective outcomes, then it will be a drag on 
success in the new economy. All individuals and all businesses stand to be 
affected to some degree or other by the new realities of the knowledge driven 
economy. The more creative you are, the more dynamic and enterprising, the 
more you stand to benefit. We must recognise that this is not solely about new 
technology, but about new ways of working, of communicating, and new sources 
of value. Though I have only scraped the surface of it here, this programme of 
action is a distinctive approach to industry policy. And it is an approach which 
I firmly believe offers the best prospect of putting Britain onto a path for sus-
tainable growth, and for creating wealth, jobs and opportunity for all the people 
of Britain. 
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Commentary 

Rosemary Radel iffe 

Stephen Byers' mid-term account of the performance of the Depart-
ment of Trade and Industry draws attention to some of the achieve-
ments for which he and his predecessors can claim credit. But it also 
provides one or two hints as to what remains to be done and where 
policy might usefully be further developed in the future . 

Stephen Byers' essay, interestingly, provides a relatively clear statement of the 
overall strategic objective of industrial policy: it is 'to create a better standard of 
life for our people, to ensure British business succeeds at home and abroad, and 
to tackle exp loitation in al l its forms '. This amounts to combining the aspira-
tion of an 'efficient competitive economy' with that of a ' fair and just society'; 
as John Smith pointed out, these are two sides of the same coin. 

The prob lem which the DTI has always had, and sti ll has under thi s administra-
tion, is that other Departments are responsib le, in who le or in part, for some of 
the key policy areas which determine whether or not this objective can be met. 
The essay mentions two of these: the need for a stab le macroeconomic environ-
ment (where the Government can already claim credit for some success with 
regard to the management of the current economic cycle, although a substan-
tially over-valued pound takes some of the edge off this); and the need for 
better- educated and trained individuals (where the Government acknowledges 
what every survey of employers has always stressed - the importance of basic 
standards of literacy and numeracy in the workforce). Stephen Byers' contribu-
tion might also have added the importance of the physical infrastructure, par-
ticularly in rel ation to transport; and the equitable management of economic 
activity between regions. But the DTI has direct control over none of these. This 
leaves it with responsibility for addressing a range of 'market failures' which 
impact on either or both of the 'efficient, competitive economy' and the 'fair 
and just society' objectives. 

Some of the areas Identified for action by Stephen Byers are clearly appropnate. 
For example, he emphasises the importance of compet1tlon and regulatory pol1cy, 
although it is still too early to judge the efficacy of the government's approach 
here. He also lays considerable stress on the ' mfrastructure' for the knowledge-
driven economy. Budding a comprehensive electronic commun1cat1ons net-
work, and ensunng access to 1t, are 1dent1fied as pnont1es. Th1s IS nght, but 
there IS another aspect to thee-commerce revolution which 1s touched on but 
wh1ch deserves much greater emphaSIS. Th1s relates to the 'next generat1on ' 
problem of excess mformat1on and what can be done to prov1de ' trusted ' routes 
through the 1nformat1on maze for those 1nd1v1duals who do not w1sh to spend 



their lives on the Internet. It may be that a public sector 'brand' no longer 
attracts confidence in the way it might have done thirty years ago, but it is not 
clear that existing or new commercial brands will be able to attract public 
confidence either. This looks set to be a big public policy issue of the future, 
and one on which the DTI should be taking a lead. 

There are other important aspects of the 'infrastructure for a competitive economy' 
which are not commented on. One example concerns the reform of the frame-
work of company law, where the DTI has in facti nitiated a major review, albeit 
one with an inevitably long timescale. Tidying up and modernising the law in 
this area must be an important objective, not least because of the implications 
of company law for competitiveness, via its effect on corporate governance and 
disclosure of corporate information. Indeed, this represents another key pol icy 
challenge for an 'information society': shifting from a business environment in 
which corporate information is disclosed on an annual or quarterly basis, to 
one where disclosure is a continuous process. Another issue concerns the vexed 
question of the financing of business. Again, this is not a policy area over 
which the DTI has sole discretion, but the 'short- term ism' debate is far from 
over and will doubtless be reignited as capital market reform in continental 
Europe proceeds apace following the introduction of the single currency. Fi-
nally, there is the role which DTI can play in areas such as spreading best 
practice; businesses undoubtedly learn bestfrom one another, but that does not 
prevent government from playing a key role in promoting and disseminating 
information . 

Implementing policy will pose particular challenges for the DTI in the informa-
tion age. Inter-connections between different areas of industrial policy- both 
within DTI and across Departments- are becoming more, not less, important. 
To date this has not been properly reflected in the Government's approach to 
policy evaluation, or in the way in which individual performance is appraised . 
There would also appear to be much more scope for using Executive Agencies 
to deliver services and initiatives. This has started in the Small Business area, 
but it could be extended into other areas, particularly given the new needs of 
the information age. 

Another area which , again, is touched on but not fully developed is the focus 
on the consumer. 'Consumer-centricity ' - all the aspects and implications of 
understanding consumers and their tastes and preferences and putting them at 
the centre of business decision-taking- is now a big issue in corporate board-
rooms. The DTI is addressing aspects of this through competition policy. It has 
also brought forward a White Paper which starts to focus on the ' informed 
consumer' . But more could be done. An unequivocal focus on consumers and 
their needs is likely to be a key issue for policy makers in the information age. 
The DTI will have to consider how comfortably this task sits alongside its 
traditional role of 'industry sponsorship'. As the post- war experience at MAFF 4 
has shown, it can be difficult for the same department to champion the cause of 



both consumers and producers. 

Indeed, perhaps more controversially, it may be asked if there is any longer a 
role for traditional industry 'sponsorship' which is the focus of the DTI 's indus-
try dimension . Not only are sector boundaries blurring and converging in the 
new environment, making old-style sector definitions less relevant, but as im-
portantly, it is not clear whether an advocacy role for individual sectors is an 
appropriate policy focus in the new information age. It could be that the time is 
now right for a complete overhau l of the organisation and management of the 
Department in the light of its changing roles and priorities. 



Enterprise and fairness 

Gordon Brown 

Every generation has to apply its values to new circumstances. But 
our generation has more reasons to do this than most. The last time 
economic and social changes of the magnitude we are now seeing 
took place was in the 19th century as we moved from an agrarian to 
an industrial age. The changes we face in the 21th century economy 
involve permanent economic revolution: continuous and rapid inno-
vation that compels unprecedented flexibility and adaptability in skills 
and knowledge. Increasingly every good and every service will be ex-
posed to relentless global competition. And to equip ourselves best to 
meet and master these challenges, we need a pro-enterprise, pro-op-
portunity Britain. The key insight of the 1990s is that the modernisation 
of the economy can be achieved only by spreading opportunity more 
widely in employment, education and the economy generally. So as 
the century ends we are leaving behind in the old century the old 
British conflicts between a left that undervalued enterprise and a right 
that undervalued fairness. We are taking a range of steps in economic 
and social policy to create this enterprising and fair Britain. 

Ensuring stability 
When we came into government, we set as our central economic objective 
achieving in a new world the 1944 aim of high and stable levels of growth and 
employment. Our first task was to deliver a platform of stability based on low 
inflation and sound public finances. In 1997 we faced the prospect of another 
inflationary spiral , derailing the British economy. So to get inflation and the 
public finances under control, we broke decisively with the old short-termist 
and unstable record of macroeconomic policy-making and put in place a new 
monetary and fiscal framework- not only making the Bank of England indepen-
dent but defining new objectives and setting down clear rules and open proce-
dures for making decisions- a new inflation target and new fiscal rules. 

As a result of the decisions we took, inflation has been brought down, and 
long-term interest rates and mortgage rates are now their lowest for over thirty 
years. By taking the same tough action to tackle the fiscal deficit which we 
inherited, we not only cut public borrowing in our first two years by £32 bil-
lion, but also put in place a long-term fiscal framework, underpinned by legis-
lation, with clear rules that, over the cycle, there is a current budget balance 
and prudent levels of debt. This same commitment to stability and prosperity 
and to the national economic interest will guide us in our approach to European 
Economic and Monetary Union - with our determination to apply the five 4 



economic tests on jobs, investment, financial services, flex ibility and conver-
gence and our promise that in any decision the British people will have the 
final say. 

Building an enterprise economy 
While stability is a necessary pre-condition to deliver our objectives for growth 
and employment, it is not sufficient. If we are to bridge the productivity gap 
with our competitors and raise the long term growth rate of the economy we 
must combine our strategy for stability with major structural reforms of our 
product, capital and labour markets to create a new British enterprise economy. 
Thirty years ago governments responded to the productivity challenge with top-
down plans, and tax incentives and grants primarily for physical investment. 
Today it is more complex- involving the modernisation of capital, labour and 
product markets, and creating an economy with an enterprise culture open to 
all. I want Britain to be a world leader in enterprise- a Britain in which greater 
competition at home is recognised to be the key to greater competitiveness 
abroad. There are six core elements to our approach. 

First, because we believe investment in enterprise is the key to success in the 
new economy, our new British enterprise economy has seen the main rate of 
corporation tax cut from 33p to 30p, the lowest rate in the history of UK corpo-
ration tax and the lowest of all major industrialised countries. The small com-
panies tax has been cut from 23p to 20p, with a new starting rate of 1 Op. And 
an assurance has been given to business for the remainder of this Parliament 
that instead of the business tax rates we inherited of 33p and 23p, our rates wil l 
be 30p, 20p, 1 Op or lower. We have reformed capital gains tax to reward com-
mitted long term investment, to nourish a new enterprise economy open to all 
the talents, creating, for the first time, a long term rate of only 10 per cent for 
business investment. 

Second, because competition is the spur to efficiency and innovation, the new 
British enterprise economy will have the most open competition policy this 
country has ever seen . Not only is competition the best guarantee of rewards for 
innovation and hard work but it also offers the best prospect of a better deal for 
consumers and lower prices. It is wholly unacceptable to this Government that 
some consumer goods can still cost twice as much in Britain as in America and 
we propose tough action. In order to ensure that competition will be encour-
aged for the long term needs of the economy and the pub I ic, we are making our 
competition authority independent and free of political influence and we are 
opening up the utilities, consumer goods and financial services to even greater 
competition . just as the days of uneconomic state subsidies and picking win-
ners are over, so too will we end the days of political decisions about mergers. 
Where there are barriers to competition we will tackle them. 

Third, the new British enterprise economy needs to create the new high tech 



companies of tomorrow. So to motivate, recruit and reward Britain 's real risk 
takers, the innovators creating wealth and jobs in Britain today, we have created 
a targeted tax cut for those managers who are prepared to move from safe, 
secure jobs to risk their time, effort and savings to create wealth for our country. 
Next year we will introduce measures so that growing enterprises will be able 
to offer their key personnel tax-advantaged options over shares up to £100,000. 

Fourth, we recognise that innovation is the key to the success of the new British 
enterprise economy. So we will have a tax cut for innovation and R&D that will 
be one of the best incentives for innovation anywhere in the industrialised 
world . Our new R&D tax credit gives even the newest and smallest business, 
even before they make their first profits, cash help to research and develop their 
innovations. At a cost of £150million, this targeted tax cut ensures that almost 
one third of small business research and development costs will be underwrit-
ten by government. But we need to do even more to turn scientific inventions in 
Britain into jobs for Britain by honouring the spirit of invention, facilitating the 
exploitation of invention and encouraging the commercia lisation of invention. 
The seedbed is basic science so we are investing an extra £1.4 billion in basic 
scientific research . Our University Challenge Fund is designed to provide seedcorn 
finance to commercialise inventions; and to develop business expertise in sci-
e!lce and to transfer technology from the science lab to the marketplace, the 
Government is creating new Institutes of Enterprise. Britain 's venture capital 
industry has been strong on management buyouts but weak on high tech, high 
risk ventures. So we are encouraging early stage, high technology companies, 
through a new venture capital challenge fund and we will be introducing incen-
tives to promote corporate venturing. 

Fifth, to give all who create wealth a greater stake in the wealth they create the 
new British enterprise economy will be genuinely open to all, with a new 
programme of shares for all, in which employees will be able, for the first time, 
to buy shares in their own companies from their pre-tax income. Every em-
ployer will be able to match, tax-free, what each employee buys. The only 
condition is ~at the scheme must be offered across the company's entire 
workforce. 

Finally, Britain's new enterprise economy needs a national effort to meet our 
biggest economic challenge of all : that everyone can master the new informa-
tion technologies maximising the potential of computers, the internet and elec-
tronic commerce. Our £1.7 billion •computers for all " programme will enable 
small businesses, individuals, families, schools and libraries to use and learn 
more about computers, modems and related equipment- and will create a 
national network of 1,000 computer learning centres in these schools, colleges, 
libraries, internet cafes and on the high street. 

A new employment policy 
Achieving an economy that is enterprising and fair demands a new employment 
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policy which equips people to succeed . When we came into office, four and a 
half million adults lived in households where nobody worked, double the level 
of 20 years ago. Nearly one in five children were growing up in households 
where no-one is working, twice the rate of France and four times the rate of 
Germany. And the reason that this issue of unemployment poses a massive 
challenge is that it is now the primary cause of poverty. 

Twenty years ago, pensioners made up the largest section of those in poverty . 
Today it is those living in workless, working age households. Simply compen-
sating people for their poverty through benefits is not enough, the task must be 
to deal with the causes of poverty. The best form of welfare is work. Our 
strategy has been to tackle the barriers that people face to getting into work-
the lack of employment, the unemployment and poverty traps, the absence of 
necessary skills, even the absence of child care. Already over 280,000 young 
people have joined the New Deal and over 105,000 have found jobs- the vast 
majority sustained jobs. A further 71 ,000 are gaining valuable experience on 
New Deal options. And 51 ,000 employers have signed up to the New Deal. 
Since the election, long-term and youth unemployment has more than halved. 
Now we have extended this approach to the long-term sick and disabled, part-
ners of the unemployed, lone parents and, soon, to the over 50s. 

When this Government came to power, with no minimum wage in place and 
the tax and benefits system unreformed, many of those without work faced an 
unemployment trap, where work paid less than benefits, and the low-paid in 
work faced a poverty trap which meant that they faced marginal tax and benefit 
rates of 80, 90 or even over lOOper cent. To make work pay we have intro-
duced the national minimum wage and we are now introducing the Working 
Families Tax Credit. Under the old system the tax system set a personal allow-
ance that failed to ensure that work paid, and also made thousands pay tax even 
as they claimed benefits. In the new tax system working families will be guar-
anteed a minimum income, and by step-by-step integration of tax and in-work 
benefits, this minimum income will be paid through targeted tax cuts and tax 
credits. In future no-one in work should have to go to the benefits office to 
receive a living income. From October of this year, the Working Families Tax 
Credit will mean that every working family with someone working full-time 
will be guaranteed a minimum income of £200 a week, more than £10,000 a 
year. No net income tax will be paid until earnings reach £235 a week. A 
family with two children earning £200 a week will receive an additional in-
come of at least £60 a week. Those with earnings of £250 a week will receive at 
least£42 a week more, and those with earnings of £300 a week will receive at 
least £23 a week more. 

Addressing poverty 
Our measures so far lift one and a quarter million people out of poverty-

~52 800,000 of them children. Taking all our reforms together- Working Families 



Tax Credit, children's tax credit, rises in child benefit and other tax changes- a 
family on £13,000 a year will gain up to £50 a week- £2,500 a year. The next 
step is to extend the principle of the WFTC, and our long-term aim- which we 
began in the Budget with an employment credit for the over 50s returning to 
work - is an employment tax credit, paid through the wage packet, which 
would be available to households without children as well as households with 
children. To make work pay we have introduced the minimum wage and a new 
system of in-work tax credits. To reward work and encourage job creation we 
have also introduced the new 1 Op starting rate of tax; reformed employees' 
national insurance to eliminate the perverse entry fee and align the starting 
point for national insurance with that of income tax; and reformed employers' 
national insurance to help create entry-level jobs. And to ensure people have 
the skills for jobs, we are not only investing £19 billion more in education but 
also setting up Individual Learning Accounts and a University for Industry. 

We say that every child should have the best possible start in I ife. This Govern-
ment sees it as a national goal which is why Tony Blair has said we will abolish 
child poverty over 20 years. The Working Families Tax Credit is important to 
this objective. So too is improving public services- health visitors, nurseries, 
playgroups, childcare, learning support- in the poorest communities with our 
Sure Start programme, and mobilising the forces of concern and compassion in 
each and every community of our country. Child poverty is unacceptable and 
these measures show our determination that every child in our country is able 
to fulfil his or her potential. 

What unites everything we do as a government- delivering economic stability, 
nurturing economic dynamism, ensuring economic and employment opportu-
nity for all, making work pay, improving public services and tackling child 
poverty- is that this is a government on the side of Britain 's working families: 

• creating stability in which families can flourish 

• delivering higher living standards with the lowest mortgage rates for 33 years 

• helping businesses to grow with a favourable tax regime 

• putting our young people back to work with the New Deal 

• making work pay more than benefits with the minimum wage and Working 
Families Tax Credit 

• tackling poverty and inequality at source with , by the end of the Parliament 
£6 billion invested in children and families 

• improving public services with investment- £40 billion for health and 
education- and reform. 

s: 



My vision is of a Britain where there is economic stability for investment rather 
than economic or politi cal instability; a Britain which is business-friendly, 
working with business rather than in isolation from it; a Britain which tackles 
our biggest problem - welfare dependency and unemployment- the key to 
unlocking funds for the reform of our other public services; a Britain that makes 
the vision of our country as a world leader in education the centre point of both 
our economi.c and social ambitions for the long term. A Britain where public 
and private sectors, instead of fighting each other, work constructively together 
with a new sense of national economic purpose. The challenges are enormous 
and many, but if we work together the prize is a modern economy more fit for 
the challenges ahead, ready to ensure employment opportunity and greater pros-
perity for all our people in the years ahead. 



Commentary 

Andrew Gamble 

In their strategies for managing the economy labour governments 
since 1945 have sought to combine economic efficiency and social 
cohesion, stability and welfare. But each has faced different circum-
stances and different challenges. As Gordon Brown notes, the most 
significant feature of the present global economy is the intensifica-
tion of competition. Today's challenge is based on designing welfare 
programmes and strong public services that not only promote a fairer 
society but also have a crucial role in enhancing competitiveness and 
employability. 

The Government's first task, as Gordon Brown makes clear, was to put in place 
a framework to deliver macroeconomic stability, without which the achieve-
ment of all its other objectives would be imperilled. Immediately handing over 
operational responsibi I ity for monetary pol icy to the Monetary Pol icy Commit-
tee of the Bank of England was a masterstroke which has he I ped to build long-
term confidence. Most of the critics have now come round, especially when the 
recession widely predicted for 1999 failed to materialise. It is also now recognised 
that the symmetrical inflation target that the Chancellor selected means that the 
policy is not biased towards deflationary outcomes as many feared . 

But macroeconomic policy dilemmas remain . The Government has still to de-
cide whether to recommend that Britain joins the euro. Supporters used to 
argue that membership of a currency union in a continental sized economy was 
much more likely to deliver macro-economic stability than relying on Britain 's 
own macroeconomic management, which has been highly flawed in the past. 
Arguably the very success of the current macroeconomic regime now makes 
adopting the euro a harder choice. The European Central Bank would be less 
accountable than the Bank of England 's Monetary Policy Committee, and might 
pursue a more deflationary policy. But the prize of removing exchange rate 
fluctuations for companies selling into Britain 's largest market is still very tempt-
ing. joining the euro will be the key economic policy decision of the next 
Parliament. 

The new framework has greatly increased the credibility of the Government in 
the financial markets, but its effects on two enduring problems of British mac-
roeconomic management are less certain. There remains an imbalance in per-
formance between different regions of the national economy. Although the 
economy as a whole avoided recession in 1998/99, this was largely because of 
the buoyancy of the South East region with its greater dependence on services; 
several regions with greater dependence on manufacturing did go into recession 



in this period. Macroeconomic policy remains very insensitive to their needs. 
The second problem is underinvestment in productive assets. In the past the 
British economy has experienced cycles based on inflated asset values to the 
detriment of long-term productive investment. Although the new macroeco-
nomic framework may moderate such cycles, it is unlikely by itself to be suffi-
cient to eliminate the causes of them. There is as yet little evidence that rates of 
long-term private sector investment have improved. 

Gordon Brown also rightly claims that his conduct of the public finances has 
been prudent. He held the Government to the Conservatives' spending totals 
for its first two years, has not increased rates of income tax or VAT, and has 
adopted tough fiscal rules. All this has been in marked contrast to previous 
Labour governments whose spending programmes quickly overtook their ability 
to finance them, with predictable consequences. The toughness of the spending 
regime in the first two years has brought a significant cultural change in Labour's 
attitudes to public spending. The intense appraisal of existing programmes which 
was made necessary has had beneficial consequences in making the Govern-
ment much clearer about its strategic key priorities. 

Despite the tightness of his self-imposed constraints Gordon Brown has found 
extra resources by exercising considerable fiscal ingenuity; from the windfall 
tax on the privati sed utilities to fund the New Deal programme, to new taxes on 
pensions and increased taxes on petrol and tobacco. This has allowed him to 
announce substantial real increases in spending, targeted on health and educa-
tion in particular. He has also substantially redistributed income towards low-
income families through raising child benefit, increasing income support and 
introducing the Working Families Tax Credit. Overall his measures have been 
significantly redistributionist and have increased taxation, while retaining the 
approval of both the electorate and the tabloids. 

Gordon Brown has already gone a long way to changing the presumption that 
Labour governments are reckless with the public finances, but his problem is 
now the opposite: can he deliver Labour's commitment to making significant 
progress in reversing the deterioration in the quality of British public services 
that took place under the Conservatives before the next election? The increases 
in spending, although significant in absolute terms, are still much below what 
would be needed to make quick inroads into the years of neglect. Brown's 
implicit political judgement was that holding spending tight for the first two 
years of the Parliament was right for both counter-cyclical reasons and because 
it would still allow enough time for the spending increases in the last part of 
the Parliament to make an impact on how voters perceive the quality of public 
services. The first part of that judgement has been vindicated. The second is still 
to be tested . 

},1• In searching for ways to increase the funding for public services the Govern-
.~i56 ment has three broad choices. It can find ways to get more private money into 



public services through innovative private/public partnerships; it can rely on the 
fiscal dividend from steadier economic growth to allocate more resources to 
public services; or it can increase the tax take by a combination of raising taxes 
and broadening the fiscal base by unwinding the subsidies which are still paid 
to higher income groups. Getting the balance right between these three is at the 
heart of contemporary fiscal politics. The hardest, politically, is the last one. 
Britain's political economy in the last twenty years has been built on the as-
sumption that income taxes can be cut but not raised . It will be when a Labour 
Government feels it has sufficient fiscal credibility to vary tax rates up or down 
as the situation demands, that the 'old politics' will truly have been put to rest. 
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Is new Labour working? 

Mid-term represents.? crucial moment for the new Labour Government With 
as little as two years tb go before the next general election the Government has 
started to be judged on its achievements. New Labour asked forth is- I iterally. 
Its famous five election pledges were an exp licit attempt to write a contract 
with the public: vote for us and this is what we will deliver. It has invited the 
public to judge it on its record . 

Being seen to govern well is particularly important for governments of the left 
of centre. Those who really believe in public services most need to demonstrate 
the effectiveness of government For Labour, which has never served two full 
terms of office, the imperative could hardly be greater. The history of the 2Q'h 
century shows that it is the Tories who have been the 'natural party of government'. 
If the 21st century is to be different, the first term achievements of this 
administration are critical. 

In this pamphlet seven Government ministers set out what they have been 
doing in their first two years, what their plans are for the rest of the Parliament; 
and, most importantly, why. Seven independent commentators then respond , 
evaluating the performance of the Government and suggesting new directions 
for policy. Covering education, health, transport, crime, welfare reform, industrial 
and economic policy, it represents a unique contribution to British political 
debate and a comprehensive assessment of new Labour's mid-term record . 
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