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Rachel Reeves’ fiscal rule is the same as John McDonn...
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In 2018, | wrote a blog post making clear that | profoundly disagreed with the fiscal rule
that was proposed at that time by John McDonnell, when he was shadow Labour
Chancellor.

You will not find that fiscal rule on a Labour website anymore, but | happened to
screenshot it . This is what it said:

LABOUR’'S
FISCAL
CREDIBILITY

RULE

© Labour will close the deficit on day-to-day And that is why our target for eliminating
spending over five years the deficit excludes investment.
© Labour make sure government debt is falling = And because we want to ensure that the

at the end of five years Government's d@h is set on a sustainable path
© Labour will borrow only to invest :

When the Monetary Policy Committee decides that
meonetary policy cannot operate (the “zero-lower
bound, the Rule as a whole is suspended so that
fiscal policy can support the economy. Only the
MPC can make this decision
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Following discussions with world-leading the economy maovin
macroeconomists and the Shadow Cabinet we
hawve decided to adopt a Fiscal Credibility Rule
which will underpin Labour's fiscal position.
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And to oversee all this we will make sure that

the Office for Budget Responsibility is genuinely
independent, reporting to Parliament rather than
Labour believe that, in the medium to long term, the Treasury.
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And that Is why we would commit to always
eliminating the deficit on current spending in five
years, as part of a strategy to target balance on
current spendlng after a rolling, five-year period.

prccurtwut,ﬂas well as st |m|.Iat|"g demand in 'ht‘
shart term

Page 1/2


https://www.taxresearch.org.uk/Blog/2024/03/21/rachel-reeves-fiscal-rule-is-the-same-as-john-mcdonnells-and-jeremy-hunts-all-three-offered-austerity/
https://www.taxresearch.org.uk/Blog/2018/08/14/labours-fiscal-rule-is-much-worse-than-the-headlines-suggest/

A few sensible, and admittedly sensible, words on what happens in a crisis and when
interest rates are at the zero bound apart, you literally could not put a fag paper
between what is said there and what Rachel Reeves is saying now or, come to that,
what Jeremy Hunt says. The commitment is to:

- Match current expenditure with taxation revenue.
- Borrow only to fund investment.
- Cut the deficit as a proportion of GDP over a five year period.

These three commitments are exactly what Rachael Reeves is saying now, which
guarantee us austerity.

| stress, they also offered austerity when John McDonnell endorsed these words in 2018,
when he even referred to a crass credit card analogy in the process of doing so.

Why make the point now? There are three good reasons for doing so.

First, this shows that John MacDonnell was nothing like the left-winger that he claimed
to be. He was as captured by neoliberal thinking on these issues as Hunt and Reeves
are. That is why | could never have worked with him.

Second, this shows that Labour has really not changed, and will not when in office.
Austerity is its core belief. It is a fundamentally neoliberal party, and has been for thirty
years now. Nothing is going to change.

Third, what that makes clear is that there is no viable political option now being offered
by the two main political parties to the vast majority of people in this country who want
the needs of the people of this country to be met above all else. None of the politicians
leading those parties think that is the job that they will ever be asked to do. They see
their role as being to deliver growth even if, as we know, that almost entirely benefits
the already wealthy. They are, as a consequence, of no use to our our society and we
have to now look elsewhere for answers.
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