Starmer consolidates Labour leadership amid economic fears and internal unrest

[image: ]
Keir Starmer emerged from the Labour Party conference in Liverpool projecting a strengthened leadership image, having defused an internal challenge from Manchester Mayor Andy Burnham, whose attempt to unseat him amounted to little more than a fleeting, ineffective skirmish. Starmer positioned himself as a national saviour tasked with defending Britain from the rising threat posed by Nigel Farage’s Reform UK party, declaring the contest “a fight for the soul of our country.” This framing resonated well within the party’s conference hall, where Labour faithful rallied behind their leader’s stance against what they view as the divisive politics of Reform. However, beyond the conference’s echo chamber, doubts persist about Starmer’s appeal to the wider electorate and the sustainability of his leadership, with murmurs inside the party already questioning “when” rather than “if” he might be replaced, particularly with Burnham’s challenge deflated and no clear successor in sight.
Starmer’s political survival is intimately tied to his ability to manage the worsening economic landscape, a reality that became glaringly apparent even as the conference ended. Business confidence has sharply declined, with the Institute of Directors reporting its lowest index reading on record, surpassing even levels seen during the pandemic. Investment and hiring decisions across key sectors such as manufacturing and services have stalled amid uncertainty fueled by concerns over the government's fiscal direction and a looming, delayed autumn Budget scheduled for November 26. Companies and households are cautious, exhibiting paralysis in the housing market and a rush to safeguard pension assets against anticipated tax changes. The wait-and-see stance has been exacerbated by a flood of speculative government tax proposals, including the potential reversal of the two-child benefit cap and inflation-linked public sector wage increases, which add to fears of further fiscal imprudence.
The state of the public finances under Starmer and Chancellor Rachel Reeves has become a source of international concern. Bloomberg recently characterised the UK’s fiscal condition as “in danger of breaking down,” while Goldman Sachs highlighted Britain’s borrowing costs as the highest among major market economies. This is despite the UK carrying a smaller deficit share than countries such as Italy or France, illustrating the market’s scepticism about the government’s fiscal discipline. The government’s borrowing rates surpass those of countries with seemingly greater economic and political instability, signalling a potential loss of confidence by international investors. The spectre of a “bond strike,” where debt markets refuse to finance public borrowing without prohibitive rates, looms ominously—a scenario reminiscent of the humiliating IMF bailout of the 1970s. Labour’s tendency towards increased public spending and borrowing in pursuit of left-wing policies, despite rhetorical commitments to fiscal prudence at the conference, risks precipitating this fiscal crisis.
Starmer and Reeves’s claims of presiding over the fastest-growing economy in the G7 were met with scepticism, as analysts point to faltering growth and a bleak economic trajectory. The economy grew by 0.7 per cent in the first quarter, buoyed by temporary public spending increases from the Budget, but slowed to 0.3 per cent by the second quarter, with stagnation or recession threats in the near term. Inflation remains stubbornly high, business investment trails behind other G7 nations, and borrowing costs remain exceptionally elevated. Analysts interpret Chancellor Reeves’s warnings of “harsh global headwinds” more as prelude to tax rises and spending cuts than reflections of external shocks, noting that much of the economic turmoil is internally generated by recent government policies.
On the political front, Starmer’s conference speeches underscored Labour’s determination to counter the rise of the far-right Reform UK party, with Starmer denouncing Nigel Farage’s anti-immigration stance as crossing a “moral line” and fostering division akin to the American MAGA movement. He promoted an inclusive vision of “patriotic renewal” grounded in unity, equality, and fairness, rejecting extremist and racist rhetoric while advocating for secure borders. This narrative serves to rally the Labour base and present a clear contrast to Farage’s grievance-driven populism. However, the public remains sceptical, with Labour’s approval ratings suffering amid economic discontent and internal party unrest, including high-profile resignations and persistent rumours of leadership challenges.
Despite Starmer’s call for party unity and resolve against the far-right, fissures remain. His leadership team faced recent resignations, and dissatisfaction lingers within the party’s ranks. Starmer’s efforts to balance fiscal responsibility with the demands of Labour’s soft left complicate his ability to deliver firm economic stewardship. Public and business confidence hangs in the balance as the government prepares for a critical Budget announcement, with the fate of the economy and Starmer’s leadership intertwined amid deepening economic challenges and political uncertainties.
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