
Kemi Badenoch’s plan to 
deliver a new economic 
revolution
The resignation of a Defence Secretary over doubts about whether the country can 
protect itself is a consequence of an economy that has stopped generating the growth 
needed to fund defence, public services, and a decent standard of living. 
The scale of what we now face is bigger than 1979. Bigger than 2010. Britain has an ageing 
population, structural energy insecurity, a tax burden at its highest in our history, and a political 
culture that has spent two decades asking government to solve problems that only free enterprise 
can deliver. 

We can’t pay for public services without the City. We can’t start up new defence companies or beef 
up supply chains without the City. We can’t create new jobs while businesses lack funding from the 
City. Everything is linked. We need a new economic revolution.

Kemi Badenoch’s new economic revolution is based on a simple principle: It is not government that 
creates growth. It is business. Government’s role is to provide the right conditions for business, and 
that’s what Kemi is going to do through her 5-point plan:

•	 Lower energy costs

•	 Cut red tape

•	 More flexible labour markets

•	 Lower taxes

•	 Back the risk takers and wealth makers

Britain cannot attract investment without competitive taxes and energy costs. It cannot grow 
businesses without capital. And it cannot generate capital without a City of London that is 
unburdened and free to do what it does best.
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The City: Britain’s most important lever for growth
The fourth pillar of Kemi’s economic revolution plan – to cut red tape – is particularly important for 
the City of London. The Conservatives are reporting back on a deep diagnostic, in consultation with 
City practitioners, economists and industry bodies. This work is part of a much bigger conversation 
about how Britain gets its economy working again.

The problem 
Britain’s financial services industry is in trouble. Despite the City’s vitality and deep strengths, and 
keeping up with the US, we are losing ground to rivals in Europe and Asia. The sector’s productivity 
per capita hasn’t grown since the financial crisis. And despite the strong performance of the FTSE, 
new IPOs are at historic lows. 

For too long, public anger and political caution have meant that the City is treated as something 
to be managed, rather than an asset to be championed. While the current Labour government 
is doubling down on these mistakes, Conservative governments brought in many half-hearted 
reforms. To fix the problems though, we need more than piecemeal interventions. We need a new 
economic revolution. 

The diagnosis: Why deregulation proved so difficult
Through an honest, serious programme of work, the Conservatives have identified five systemic 
failures that explain why the City has been held back and why previous attempts at reform did not 
stick. 

Ever-increasing regulation. The financial services regulatory rulebook has expanded relentlessly, 
costing the sector an estimated £33.9 billion per year in compliance alone – more than 13% of 
operating costs.1 

Gold-plated yet vague rules. Political pressure to eliminate risk entirely has produced regulation 
that is both excessive and imprecisely drafted. Firms respond to vague rules by over-complying – 
taking on more staff, filing more paperwork, and pricing in liability even where no wrongdoing has 
occurred. These costs are ultimately passed on to consumers. 

Well-intentioned but poorly executed reform. Successive governments announced deregulatory 
programmes that were then diluted, delayed or quietly dropped. Only 25 percent of changes 
announced between 2010 and 2024 were fully implemented. The result has been a one-way 
ratchet: regulation was easy to add, almost impossible to remove, and business confidence in 
government’s ability to deliver reform has been severely damaged.

A tax system that diverts capital from productive investment. UK businesses now face higher 
effective tax rates than counterparts in Amsterdam, Frankfurt and Dublin, and significantly higher 
than those in New York.2 The UK ranks 32nd on the International Tax Competitiveness Index.3 
Structural biases push capital away from growing companies and equities and into government 
bonds or overseas markets.

Declining attractiveness as an investment destination. High energy costs, planning constraints 
and rising employment costs have made Britain progressively less attractive for investors — 
reducing the pipeline of companies worth investing in and compounding the damage done by 
burdensome regulation and tax. 

Each of these is a problem. Combined, they are disaster for Britain’s future. 

Cumulatively, they have raised the cost of doing business immensely, limited the supply of capital 
available and made UK plc. a less attractive destination for investment. 

https://www.pwc.co.uk/financial-services/assets/pdf/reasserting-uk-leadership-in-financial-and-related-professional-services.pdf
https://www.ukfinance.org.uk/system/files/2025-10/Total%20Tax%20Contribution%20of%20the%20UK%20banking%20sector%20and%20international%20tax%20comparison.PDF
https://taxfoundation.org/research/all/global/2025-international-tax-competitiveness-index/


Our plan 
Addressing these problems requires a detailed plan, ready for implementation after the next 
General Election. The Conservatives will not repeat Labour’s mistakes in failing to prepare for 
government. 

This paper sets out three initial policies, representing a starting point for our programme of financial 
services reform. Further policy positions will be announced in due course, and may be adapted as 
conditions change in the sector. 

Together, these initial measures will repeal redundant and outdated rules, enhance the City’s 
international competitiveness, unlock billions for investment, and ensure that market participants 
can have legal certainty about compliance with the law: 

1.	 Scrapping ring-fencing regulations. After the financial crisis we introduced special rules 
separating different parts of banks to make them safer. Independent reviews have found this 
ring-fencing now costs the banking sector £1.5 billion per year4. In addition, since ring-fencing 
was proposed, the Resolution Regime and prudential framework have been expanded to take 
the risk of failing banks away from the taxpayer. No other country has retail ring-fencing, and 
neither should we. So, we will repeal it, allowing banks to invest more in the real economy – 
driving economic growth, better-paid jobs, and more money in people’s pockets. 

2.	 Reducing capital requirements. Since the financial crisis, we have asked banks to hold larger 
and larger amounts of money in reserve to protect against future shocks. Some of that was 
necessary, but over time we’ve created a system where money is locked away instead of being 
used to support businesses, mortgages and investment. These capital requirements go far 
beyond our international peers and Bank of England benchmarks. We will adjust the capital 
requirements to bring them in line with global standards, whilst ensuring they are proportionate 
and guarantee stability. In doing so we will unlock hundreds of billions in new lending capacity 
for mortgages and investment in businesses and jobs. 

3.	 A new independent body to replace the Financial Ombudsman Service. We will replace the 
Financial Ombudsman Service with an independent body that looks at the facts and applies 
the law - rather than retrospective and subjective judgement. The Ombudsman’s retrospective 
action has led to more and more financial products being removed from the market, except for 
the richest customers. Replacing it will create legal certainty for firms and make investment in UK 
financial services more attractive.

These policies are a downpayment on a much more substantial plan for the City of London and 
investment. There will be more to come.

The only party serious about the economy
Labour mentioned “growth” more than 50 times in their manifesto without understanding what 
growth means or how it is created. Governments do not create growth, businesses do. 

Reform’s economic policies are pseudo-socialist; proffering radicalism, without serious substance. 
Announcing tens of billions in additional spending during the Makerfield byelection campaign alone. 
This would mean higher taxes and higher debt costs.

The Conservatives, under Kemi Badenoch’s leadership, are the only Party taking the situation 
seriously through this detailed, honest diagnostic, and delivering a coherent plan for recovery. 

1 TheCityUK & PwC 2026
2 UK Finance & PwC 2025
3 Tax Foundation 2025
4 Ring-fencing and Proprietary Trading
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https://taxfoundation.org/research/all/global/2025-international-tax-competitiveness-index/
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