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In this note, I make use of the concepts of ‘growth models’ and ‘growth regimes’ to examine
(a) intellectual components of the New Labour project in the 1990s and (b) lessons for the
contemporary political conjuncture.

The recent work of Baccaro and Pontusson focuses on the demand-side drivers of national1

growth models and the political-economic coalitions that sustain them. Post-Fordist growth
models in the advanced capitalist economies can be divided into domestic demand-led
(private and government consumption), export-led, and balanced domestic-demand and
exports.  Each is sustained by coalitions of classes in key sectors – for example, the skilled
working class and employers in Germany’s manufacturing export-led growth model. The UK
is paradigmatic of a domestic demand-led growth model, with consumption driving demand,
a relatively low ratio of exports to GDP (approx. 30%), and leading roles for finance, housing,
ICT and professional service sectors (including education and health). High value services
dominate exports. The UK has had a trade deficit in goods since the early 1980s.

‘Growth regimes’ constitute the mode of governance of the economy, with three key
components: (1) the engines of growth –i.e. the major sectors; (2) Institutions organising the
economy – modes of finance, product regulation, industrial relations/wage setting/labour
market regulation, skills formation, and social security; and (3) the main components of
aggregate demand – derived from the growth model. Institutions organising the economy2

structure both the supply side (skills, labour supply, access to capital etc), and the
demand-side (relative prices, debt vs wages in demand, patterns of consumption by social
class etc).  In a liberal market economy (LME) like the UK, the labour market is deregulated
and firms do not coordinate with each other over wage setting and skills training. Corporate
governance is dominated by shareholders. The welfare state is complementary to the
economy: there is a large role for financial institutions in pensions, housing and income
protection; most working age benefits are low, flat-rate and non-contributory, with ‘work-first’
rather than wage replacement as the primary goal of unemployment support;  co-investment
in skills and social insurance by employees and employers is limited; and both wage
inequality and occupational flexibility incentivise investment in higher education/general
education over firm specific vocational skills. Household consumption for low income families
is maintained by means-tested benefits/tax credits.

Growth models and growth regimes are related to distinct political formations, as parties
seek to align their programmes and policies to socio-economic changes that reconfigure
electorates, and to exploit opportunities to consolidate new blocs of support. Both electoral
and party systems play critical roles, including in sub-national governments.
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New Labour
The political economic shift towards a new post-industrial growth model took place earlier –
and more painfully – in the UK than other advanced economies, and by the early 1990s the
institutional structure of the ‘long ‘90s’ was largely in place. Finance, business services, ICT
and housing/construction were expanding, as was employment and GVA in education and
health and social care. The UK was part of the EU single market and had extensively
liberalised trade and capital flows with the rest of the world.

● The ‘economic gestalt’ shifted towards theorising the determinants of growth and3

competitiveness in a US-led global economy, in which ICT innovation and high value
service employment was at a premium. New Labour drew on new currents of
economic theory – skills-biased technological change (SBTC), human capital theory,
and neo-endogenous growth theory – to develop an economic programme focused
on education, skills, innovation/R&D and the ‘knowledge economy’. ‘Fine tuning’
demand management was replaced by ‘course tuning’ over the economic cycle,
guided by fiscal rules. After sterling was forced out of the ERM, fiscal rules (plus
Bank of England independence over monetary policy) became the primary
mechanism to secure market credibility, and to create the space for employment
orientated growth and increased public investment (arguably still Keynesian, as the
response to the financial crisis in 2008/9 demonstrated). The alternative prospectus
briefly offered during the Maastricht debates by soft-left Eurosceptic Keynesians was
defeated and marginalised.

● Debate over the varieties of capitalism between stakeholder and liberal market
economic agendas was also largely resolved in favour of the latter. LME thinking
favoured strengthening competition policy, raising household incomes through tax
credits rather than sectoral wage setting, R&D tax credits and university expansion
(although there was a significant growth of FE and adult basic skills funding in the
2000s, and labour market regulation was strengthened through the National
Minimum Wage and other policies).

● Welfare policy shifted from social protection to social investment state strategies
favoured by a new generation of European thinkers which were nonetheless
institutionally consistent with the LME and often drew on policy practice in the
Anglosphere. This involved labour market activation, skills training, childcare and
flexible employment, and income transfers focused on ‘making work pay’ and
reducing child and pensioner poverty. The Hawke/Keating and Clinton
administrations were important influences, as were the Nordics on early years
learning and childcare. The Commission on Social Justice was an important conduit
for this thinking into the Labour mainstream.

● New Labour’s public administration and governance frameworks were drawn from
1980s New Public Management, which had gained ground in Whitehall in the late
80s and early 1990s (Next Steps Agencies, Public Service Agreements etc). In
government, expansive fiscal policy and a centralised (English) state gave these
approaches wide scope – and achieved some impressive results. Arguments for local
participatory democracy and relational public services sporadically surfaced but did
not contest the overall shape of the reform agenda.
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● Politically, the New Labour programme sought to appeal to a broad middle class, and
to the skilled working class of the rising sectors of the service economy. There was a
geographical pivot South (‘Southern Discomfort’) and an increased focus on the
policy priorities of working women, particularly socio-cultural professionals –
childcare, flexible employment, school standards, and investment in the NHS.  This
reflected the changing vote base of social democratic parties throughout the EU, who
increasingly gained support from university educated professionals in the service
sectors during this period. Between 1997 and 2007, the territorial constitution was
largely taken for granted – despite devolution. The so-called value cleavage of liberal
vs authoritarian values did not feature strongly in political debates until the mid-2000s
either: New Labour drew more consistently on the liberal values of the new social
movements in its terms of office, but retained a political focus on the concerns of
working class voters with crime and anti-social behaviour, and the local public realm.
In terms of political philosophy, New Labour was a mixed bag, drawing variously on
ethical socialist, neo-communitarian and Rawlsian traditions in the mid-1990s, but
becoming increasingly instrumental in its public philosophy the longer it governed.

After the Financial Crisis: the new Conservative coalition
The shock of the 2008 financial crisis did not produce a new growth model in the UK.  In the
decade after 20008, manufacturing performance was weak and heavily dependent on four
sectors: manufacture of food, automotive/vehicles, aerospace/transport equipment, and
repair of machinery (and of these, food manufacture is consumption-based, not export
orientated). Services grew - particularly real estate, business services, higher education, ICT
and health/social care. Finance, insurance and public administration services shrank.
Austerity, stagnant earnings and weakened private consumption inhibited growth, and
exports could not provide a new source of demand. Productivity stalled. The exchange rate
bore much of the adjustment, rather than employment.

After 2010, a new bloc of support was assembled by Conservative Party, which was
consolidated at the general elections of 2017 and 2019. This has home owning older voters
at its core.

● The 2010-2015 austerity programme cut the benefits and entitlements of the young
and working age population but protected those of the retired (i.e the Basic State
Pension and Winter Fuel Allowance). Spending on the NHS was relatively protected,
while social investment in education and skills was cut. At the same time QE
maintained asset values, which had distinct demographic distributional
consequences, and a suite of policies – notably Help to Buy – kept house prices4

buoyant (while private renting expanded amongst younger and middle-aged workers
who could not access mortgage finance or afford to buy).  Cohorts of older voters
who had benefited from mortgage liberalisation and Right to Buy in the 1970s and
1980s, and rising house prices in the 1990s/early 2000s, now enjoyed the fruits of
their home ownership and Defined Benefit occupational pensions. Almost ¾ of the
over 65s own their homes outright (Figure 1).

● On the demand-side of the growth model, the housing and financial sectors are
inextricably linked via mortgage lending and consumer borrowing against housing

4 A.Pugh and C.Yeates, (2018) The distributional impact of monetary policy easing in the UK between 2008 and
2014, Staff Working Paper No. 720, March 2018, London: Bank of England.



assets. Home ownership provides rents for retirement income, and housebuilding
supports consumption, as does QE. A combination of home ownership, savings, DB
pensions and social security benefits ensures that older people are critical to
consumer demand in the economy. Average weekly household expenditure per
person is highest in the 60- 74 age bracket and is higher in the 50-64 group than in
all younger age groups (only in the 75+ group is household expenditure per person
on average similar to the under 50s).

● The political dominance of property-owning older voters is secured in the UK’s
first-past-the-post electoral system by stark inequalities in voter registration and
turnout by age. An 80 year-old homeowner has an 80% turnout rate, compared to
approx. 40% for a young renter (Figure 2).

● These new demographic cleavages are also related to education, but not reducible to
them: as Figure 3 shows, the Conservatives secured 42% of the votes of 55+
graduate owners at the 2019 general election. As importantly, Figure 3 shows very
high levels of non-voting amongst younger cohorts, which have increased since 1992
– amongst both graduates and non-graduates. The consolidation of the electoral
power of older voters is in large part a function of low turnout rates amongst younger
voters, regardless of their education levels (although turnout is lowest for working
class young people with limited qualifications). There appears to have been no
‘youthquake’ in 2017, although political scientists are divided on this, and in the
winter election of 2019, turnout for older voters fell somewhat.

● The supply side of politics matters to the ‘patrimonial’ politics of ownership: some
international evidence suggests when political parties are far apart and economic
policy polarization is high, then asset ownership strongly influences party choice – in
favour of centre-right parties. But when the parties converge in policy space,
ownership has little or no effect. This may help explain the sharpening of the age5

cleavage at the 2017 general election, although the age divide in partisan
preferences first became visible at the 2001 election. At the 2019, older renters also
shifted towards the Conservative Party, although more stayed at home too – and this
requires explanation, with Brexit and party leadership as the most obvious
candidates. The Brexit cleavage has delivered a proportion of the older working class
to the Conservatives – although the over 65 in social housing constitute a small and
declining proportion of the electorate.

● Wealth and ownership may ‘insulate’ older voters from risk, so that they can vote
according to their values-based preferences.  Jane Green and Raluca L. Pahontu
have studied the relationship between household wealth and voting for Leave or
Remain in the Brexit referendum. They argue that holding wealth, particularly in the
form of home ownership, insures against risk and provides economic security,
enabling the wealthy to support changes to the status quo, such as Brexit, in the
belief that they are insulated from its economic consequences. Conversely, those
lacking wealth cannot so readily support their preferences if these entail changes to
the status quo against which they are not insured. Green and Pahontu argue that,
‘…variation in personal wealth enables wealthier individuals to support Brexit, and
less wealthy individuals to support Remain …Wealth insures against the risks
associated with a change to the status quo. This means that while many poorer

5 Hellwig T, McAllister I. Party Positions, Asset Ownership, and Economic Voting. Political Studies.
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individuals may have held a preference for Leave, they were less likely to vote for
Brexit given their lack of economic insurance.’6

● This confounds the stereotype of ‘left behind’ leave voters and gives us new
perspectives on value cleavages. Rather than analytically separating ‘culture’ and
‘values’ from ‘class’ or ‘economics’, and giving primacy to either, we need to
understand these (sociologically and historically) as components of a socio-economic
formation – related in turn to growth models and growth regimes. The young and
university educated cluster in skill agglomerations of cities and form broadly liberal
values. Older voters have high levels of home ownership and dominate the electoral
geography of post-industrial towns, counties and rural areas. They are more socially
conservative, not having experienced socialisation into liberal values through higher
education and the professional service occupations. In the UK, the transition to a
post-industrial consumption orientated growth model has therefore had particularly
acute demographic and geographical consequences, which are now reflected in how
Britain voters.

● In Scotland, older voters support the union – and here the risk equation may work in
reverse, as older home owners believe the value of their assets and pensions are
under threat from independence.  The SNP draws its support from the young and
middle aged, who otherwise vote Labour in England.

The contemporary conjuncture
Returning to the comparison with the mid-90s, we can sketch out different intellectual and
political resources that are available for thinking about Labour’s programmes and policy in
the contemporary conjuncture:

● In economic policy, Covid has accelerated the shift away from fiscal conservatism
and rehabilitated public investment (although the 2020s will see significant pressures
on public spending and a return to Treasury-led fiscal consolidation in the UK). The
failure of SBTC and human capital theory to explain rising income and wealth
inequality has led to a new focus on power and class in economics, and attention to
the mechanisms by which wages have been suppressed. In the UK this has been7

accompanied by a welcome new focus on the foundational or ‘everyday’ economy.
As in the 1990s, changes in the economic policy paradigms of the US Democrats
have an outsize influence, both politically and economically. The role of automation
and technology – and their place in the programmes of the left – remains hotly
disputed. The national varieties of capitalism literature has been revitalised by8

Baccaro and Pontussen’s work, and is increasingly integrated with the study of both
welfare regimes and asset/capital ownership.

● Social investment state thinking remains a main current of social policy, but labour
market precarity and the Covid pandemic have given a new lease of life to advocacy
for Universal Basic Income (austerity also appears to have driven grassroots support
for UBI, and most UBI-style experiments in OECD countries are pushed forward by
sub-national governments and city mayors). The gender revolution in social policy

8 Cruddas, J. The Dignity of Labour, Cambridge: Polity, 2021
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has advanced across the OECD, and is at the core of Biden’s programme, but
remains incomplete in the UK, where the New Labour settlement in childcare, flexible
working rights and parental leave entitlements has been maintained but with
significantly lower levels of investment.

● Democratic experimentalism – particularly the use of citizens assemblies and
participatory budgeting – is flourishing in many advanced capitalist countries,
accompanied in some instances by innovative thinking on technological sovereignty
and public data infrastructures. In the UK, the centrifugal forces pulling the union
apart have triggered new interest in constitutional and democratic reform, and the
politics of patriotic identity.

● In public policy, New Public Management has not been replaced by a new dominant
paradigm, but systems thinking and complexity theory are now much more commonly
applied to research and practice in policymaking, and spending cuts have
paradoxically perhaps promoted relational and participatory approaches to local
government. In political philosophy, the left has recently drawn on diverse sources of
inspiration, from the realist reaction to liberal egalitarianism, to new strands of
communitarian and civic republican thinking. The relational egalitarianism of
Elizabeth Anderson is a key resource.9

● Overarching everything, the climate crisis is reconfiguring politics in ways that were
barely anticipated in the early 1990s. The last years of the Brown government saw
the first attempt to integrate industrial strategy, energy and climate policies, and the
electoral fruits of that are now being harvested by the Conservatives in places like
the Tees Valley. Although the Green Party is hemmed in by the UK’s electoral
system, green parties are now increasing in strength outside their Northern Europe
heartlands, and may even supplant the Christian Democrats as the leading party in
Germany at the autumn general election. The politics of land use, food supply and
conservation are increasing in salience. If Labour is to develop ideas for a new
growth model, and programme of national economic renewal, then these will have to
be shaped around the transition to net zero.

9 Elizabeth Anderson's Philosophy Home Page (umich.edu)
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Appendix

Figure 2: Probability of Voting in 2019 General Election by age and housing tenure (Source:
2019 BES Post-Election Random Probability Survey)



Figure 3: Vote at the 2019 general election by age, housing tenure and education (Source:
Joe Chrisp, British Election Study).


