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Labour’s first Budget has to be seen as better than it could have been for the
North. It's not anywhere near enough, but it is potentially the turning point
toward a better, common sense approach to addressing our structural crises.

Friedrich Hayek, who has inspired the nation’s economic policies since 1979,
saw the post-War recovery as being the start of a slippery slope toward
communism.

Even though every single outcome of importance to people improved
consistently between 1945 and the 1970s without threatening democracy in
the slightest, Hayek believed that the involvement of the state in the economy
and its role in taxing wealth to secure citizens was a source of grave injustice.

The consequence of rolling back the state from 1979 onwards has been
hugely damaging, particularly in the North of England: we produce very little,
low-middle income countries put our infrastructure to shame and the
exposure to financial insecurity among workers is unprecedented in
generations.

Labour’s Manifesto commitments to do little of substance in Government
revealed thinking from a bygone era in which tax, rather than low and
insecure pay and crippling costs of privately supplied essentials, was
foremost in people’s minds. Since the election, the folly of those
commitments has become clear.
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This is now an unpopular government that has tied itself in knots committing
not to do the very things that the public want it to do. All of the available
evidence suggests high levels of support for tax and spend for good reason —
the public recognise that there is no alternative within the private sector.

In this context, the Budget has to be seen as a promising sign that Labour is
teetering over Hayek’s slippery slope. Rachel Reeves’ recognition that

public investment is the only way of growing the economy and delivering day-
to-day improvements in living standards is key.

The way forward is to take our house and business back. Renting essential
services and utilities from companies that obtained them through the public
asset stripping of the 1980s and 1990s cannot be allowed to continue. It is
baffling to rent services we require forever.

One of the reasons that we continue to do this is that, bizarrely, the state
refuses to include its physical assets on its books. As such, Labour since the
90s has endorsed Private Finance Initiative (PFIl) schemes and incentives for
private sector spending, both of which leave us without assets and dependent
on companies that have no direct interest in further investment.
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Which business would include only its debts on its balance sheet? Which
couple would look at their £300,000 mortgage and ignore the £450,000 house
they own and can sell if they ever need to pay off the debt?

This makes no sense, particularly when we consider that, for every £1 the
nation invests, it receives £2.74 in return over five years. Alimost all of us
would make that investment in our private lives if we were guaranteed to
almost treble our money over such a short period of time. It's just common
sense.

Fundamentally, we need an updated Treasury approach, and a clear set of
criteria for National Wealth Fund investments regarding impact on climate
change, health and social outcomes. If we do that, we can grow the economy
and plan for the long-term.

For us in the North, these investments are particularly important. The
transition to net zero represents an unparalleled opportunity for growth, jobs
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and, crucially, controlling the costs of energy and ensuring its security.

Only the state can ensure that those investments are made where they are
needed most — in our region — since only the state can create the
infrastructure to underpin it.

That Labour allowed that opportunity to slip away on the word of a financier
who had every financial reason to stop the government investing is troubling
and has come back to haunt them. We need that £28 billion investment in
energy to deal with current and future challenges.

The best way to fund it is through taxes that are fundamentally affordable: tax
on wealth over £2m would raise £43 billion a year, carbon tax on companies
would raise £13 billion a year, removing 40 of the largest unnecessary or
badly targeted tax reliefs and allowances that enable the wealthy to avoid
paying tax through avoidance schemes would raise around £74 billion a year,
and increasing corporation tax to German levels would raise £12 billion a
year.

These are preferable to the complex and administratively costly reforms
announced by Labour, particularly the tax on jobs — employer National
Insurance Contributions.

The fact that small employers, GPs surgeries and schools, which are the
bedrock of many of our communities in the North, now face the same burden
as multinationals is obviously self-defeating.

Having now admitted that public investment is the only way forward, the
Government will likely find itself having to slide further. As it does that, it
should make good on its commitment to workers by focusing directly on
reducing poverty and wealth inequality and increasing Public Sector Net
Worth by investing directly in secure, cheap energy and re-establishing local
manufacturing capabilities for essential products to ensure national security.

We cannot ever again depend upon insecure markets for those essentials.
Taking control of energy, steel and essential medicines is common sense. To
survive in Government, Labour needs to act now.







