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INTRODUCTION




  The paradox of the eighties is simply put. Everywhere we look around and see its profound influence and yet the decade itself – its tastes, obsessions and alarms –

  is beginning to seem remote to the point of becoming exotic.




  The realization that Britain in the eighties did not, in fundamental respects, resemble the country of today presents an opportunity worth grasping. It suggests that we are gaining distance and

  critical detachment from events and personalities that divided opinion to a degree that seemed remarkable even at the time. Of course, it is the extremes and peculiarities of any age that tend to

  be remembered while the quiet continuities remain unexamined or taken for granted. Some Britons rioted and went on protest marches while others hung patriotic bunting and bought shares in British

  Telecom. Impervious to stereotype, a few may have done all four. Many more did none of these things; history may be shaped by trendsetters but is not just inhabited by them. With the help of

  selective, and at times repetitive, archive footage to accompany television and newspaper commentary, shoulder pads and striking miners are portrayed as emblematic of the eighties. At the same

  time, sales of denim jeans held up pretty well and millions of employees simply got on with their work and, every once in a while, won promotion.




  Nevertheless, it would take an essayist of wearisome contrariness to argue that the period of the eighties had little that was distinctive, let alone unique, about it and should be conceded no

  meaning beyond that dictated by the calendar. For a start, no decade had seen Britain served continuously by the same prime minister since William Pitt the Younger in the 1790s; and unlike Pitt

  (whose terms of office stretched from 1783 to 1801 and 1804 to 1806), Margaret Thatcher’s Downing Street tenure (1979 to 1990) almost perfectly framed the intervening decade as if it were her

  own. Perhaps this might not have been so significant had she possessed a more technocratic and less commanding personality. That she proved to be one of the dominant figures of modern British

  history is a defining characteristic of the period. While this book encompasses politics, economics, the arts and society, it has a unifying theme: the attraction or repulsion, in each of these

  areas, to and from the guiding spirit of the age. That Thatcher was the personification of that spirit is perhaps the least contentious aspect of what will unfold.




  There is another recurring theme. It is that what happened during the eighties in the UK was not just significant for those who lived there. The country’s influence

  was worldwide to an extent that is easily forgotten in the first decade of the twenty-first century. The Cold War and the major strategic role of British forces in defending the ‘Free

  World’ against the Soviet Union stand out with particular clarity. Thatcher was the first Western leader to identify Mikhail Gorbachev as someone with whom, to paraphrase her, business could

  be done. She was an important bridge between him and Ronald Reagan. The legacy from that most fruitful of détentes was of unambiguous benefit to mankind, which for the previous four decades

  had been forced to ponder what, at times, looked like its imminent destruction in nuclear war. Necessarily, though, the ‘cold thaw’ diminished Britain’s strategic significance in

  the world.




  NATO and diplomatic special relationships were only a part of Britain’s significance during the eighties. The international penetration by British youth and progressive cultures was

  remarkable, with British acts accounting for a third of pop music sales in the United States. On 13 July 1985, it was estimated that more than one fifth of the planet’s inhabitants watched

  the most spectacular charity appeal in history, coming to them from a stadium in north-west London. In the Live Aid audience at Wembley was Diana, Princess of Wales, an international fashion icon

  of the period without European, or possibly global, compare.




  Political debate, though, remained at the heart of Britain’s influence. If we now take it for granted that a major Western country’s head of government could be a woman, it is

  primarily because Thatcher made it so. Thirty years on from her election, it is right to argue over Thatcher’s legacy but difficult to dismiss out of hand at least the general sentiment of

  her official biographer, Charles Moore, that




  

    

      She is the only post-war British prime minister (her successors included) who stands for something which is recognized and admired globally. ‘Ah, Mrs

      Thatcher – very strong woman!’ taxi drivers have said to me in Melbourne, Moscow, Paris, Tokyo, New York, Delhi and Cape Town. Indeed, and still the only woman in the history of

      democratic government to have made a real difference to the world.1


    


  




  Such admiration was not always felt everywhere, least of all at home. For a while, other nations looked on in horror at the signs of social, economic and political division that

  run through the narrative of this book. Then – for good or ill – they began to copy the policies that Thatcher’s Britain had experimented with, enacted and promoted. Britain in

  the eighties was both an inspiration and a warning to the rest of the world to an extent that it has rarely been during the succeeding twenty years. What follows is an attempt

  to describe, analyse and argue over that momentous period in the nation’s history.




  




  



  




  
1 JIM’LL FIX IT




  Waiting at the Church




  The prime minister had a farm: Upper Clayhill spread out across 138 acres of the Sussex Downs. To the west was the medieval town of Lewes, where more than seven hundred years

  previously the ‘Father of Parliament’, Simon de Montfort, and his fellow barons had defeated a royal army and taken the hapless King Henry III prisoner. To the south was Glyndebourne,

  home since the 1930s of the celebrated summer opera festival. Set beside a water meadow, the farmhouse at Upper Clayhill was part-Elizabethan, part-Georgian. Built in old Sussex brick, it retained

  many of its original oak beams and an impressive Tudor fireplace. James Callaghan had taken out a loan to buy it in 1968 shortly after a Cabinet reshuffle had switched him from the Treasury to the

  Home Office. He found that farming was not only a money-making venture but also a welcome distraction, and it provided him with a weekend retreat where his family could gather for Sunday lunch.

  Upon becoming prime minister in 1976, he gladly exchanged a pokey flat in Lambeth for 10 Downing Street, and even though he also gained the official country house at Chequers, parting with Upper

  Clayhill was never his intention. It did not come with the job and it could not be taken away with the job. Its rustic, homely feel contrasted with the formal town-house dimensions of Downing

  Street. Only the historical bric-a-brac on the walls suggested an occupant with an interest in the vigorous projection of British power in the world: the rooms were decorated with prints and

  paintings of Royal Navy men-o’-war, sails puffed out and cannons ready to repel the enemy.




  This artistic taste might have suggested a nostalgic Tory busy fortifying his old-fashioned dwelling against the sombre realities of 1970s Britain, a nation whose relative decline was a

  recurring subject of discussion in the media, at home and abroad.1 But James Callaghan was the leader of the Labour Party. He had no particular pining

  for lost imperial glories. What was more, as prime minister, he was as engaged as anyone in the realities of the present and more optimistic than most that years of prosperity lay ahead, especially

  if his government could, through a partnership with the trade unions, ensure industrial peace and maintain wage restraint as the means to bring down inflation. The ‘sick

  man of Europe’ epithet, once used of the Ottoman Empire, may have attached itself to the United Kingdom during the decade as economic dislocation followed an energy crisis and international

  economists like J. K. Galbraith spoke regretfully of the ‘British disease’, yet, unlike the other major European nations, the United Kingdom possessed an asset that seemed destined to

  protect her from subsequent shocks and through which a dramatically more prosperous future could be secured.




  North Sea oil promised riches the like of which previous post-war prime ministers could scarcely have dreamt. ‘Black gold’ was the abundant substance that would fund higher public

  spending and remove the burden from the average taxpayer. In June 1977, Gavyn Davies (who would later be chairman of the BBC but was then a member of the Downing Street Policy Unit) sent

  Callaghan a ‘medium-term assessment’ which forecast that through a policy of controlled reflation and rising North Sea oil revenues, Labour might be able to reduce income tax to 15 per

  cent by 1982.2 The eighties could be a decade of dynamic growth, enhanced public sector investment and Scandinavian-style social democracy.




  However, if Callaghan wanted to lead this national revival he had first to win a general election. When to call polling day was what particularly preoccupied him during August 1978. With

  Parliament on its summer recess, Upper Clayhill Farm provided the perfect setting for calm and measured deliberation. After completing his usual early morning tour of the acres, the fields of

  barley, checking the welfare of the cattle and assessing the likelihood of rain,3 his mind turned to forecasting the consequences if he called a snap

  general election in the autumn.




  There was no need to do so until late the following year since, constitutionally, it was not until November 1979 that there had to be an election. The main argument for waiting until the full

  five-year term had expired was a powerful one given that the country had only recently emerged from a recession. The longer Callaghan could put off the campaign, the more time there was for a

  sustained economic recovery to improve the voters’ sense of material well-being. But prime ministers were out of the habit of going the distance. In search of a workable parliamentary

  majority in 1966, Harold Wilson had called – and won – an election seventeen months into his first term of office. In 1970, he went to the polls again, nine months before it was

  necessary to do so. His Tory vanquisher on that occasion, Edward Heath, proceeded to gamble, unsuccessfully, on a February 1974 election, sixteen months early. Then, in October 1974, the third

  general election within four years was held. Between 1966 and 1974, declaring early had worked twice and failed twice.




  One handicap in calling a snap election was that it could look suspicious. Did the prime minister know something ominous was on the horizon and was trying to secure

  re-election before the storm hit? It was therefore helpful that the vote should be held not just after several months of improving conditions but in an atmosphere marked by continuing optimism.

  Both criteria appeared to be met in the summer of 1978. Furthermore, Callaghan’s generally avuncular public persona – he was dubbed ‘Sunny Jim’ – was an obvious asset

  in this respect. The opinion polls suggested he was both more popular than his own Labour Party and more popular than the leader of the opposition, Margaret Thatcher, whose popularity was lower

  than that of her Conservative Party. Were it to be a presidential contest, the advantage was clearly with Callaghan. Nonetheless, even the reality of a parliamentary election was not necessarily

  bad news for Labour. Although the psephological evidence was mixed, with private polling provided to the prime minister by Bob Worcester of MORI suggesting the Tories were clinging on to the

  slenderest of advantages, other opinion polls showed Labour leads of up to 4 per cent. By October, that lead had grown to between 5 and 7 per cent.4

  Seven per cent represented a decent majority.




  Had Callaghan enjoyed a working majority at Westminster, the argument for continuing in office well into 1979 would have been especially strong. But no such luxury was at his disposal. The

  general election that had ousted Edward Heath’s Conservative government in February 1974 had produced no overall majority and when the incoming Labour prime minister, Harold Wilson, finally

  won a second election later that year, it was with a parliamentary majority of just three. Subsequent by-election defeats soon removed even that slender advantage. In April 1976, Wilson retired as

  prime minister and, after a Labour leadership election, Callaghan took over. From the spring of 1977 to the summer of 1978, he stayed in office thanks to the ‘Lib–Lab’ pact which

  Labour had negotiated with the Liberal Party.




  The Liberals only had thirteen MPs – only two more than the Scottish Nationalists – but dealing with them suited Callaghan because it provided the cloak of political necessity to

  cover his preference for steering policy away from the demands of Labour’s left-wingers and towards the centre ground. It also suited the Liberals, who were keen to avoid fighting an election

  campaign so soon after they had hurriedly replaced their leader, Jeremy Thorpe. The flamboyant Thorpe was facing charges of conspiracy to murder a talkative stable lad turned male model whom he had

  picked up and encountered unexpected difficulties in letting go. In Thorpe’s place, the Liberals chose as their new leader David Steel, who, as the son of a Church of Scotland minister,

  seemed an altogether safer bet. Yet Steel was still in his late thirties and was struggling to assert himself against the condescending appellation ‘the Boy David’. Other than staving

  off an expensive and awkwardly timed election campaign, the Liberals secured little from their Westminster assignations with Labour’s chief whip. Having run its course,

  the Lib–Lab pact broke up in July 1978, more in ennui than acrimony. Thus, as Callaghan weighed his options over the summer, he recognized that when Parliament reconvened in November, the

  government would be unable to carry its business through the House of Commons unless it brokered deals with the Scottish and Welsh nationalists and satisfied the divergent aspirations of the Ulster

  Unionists and the Irish nationalists of the SDLP. Labour’s outright victory in an October 1978 general election would be the means of escaping this wearisome prospect.




  Securing a dissolution of Parliament was a prime minister’s prerogative, and though Callaghan sought the opinions of his Cabinet colleagues he could divine no consensus.5 There were also other important figures in public life whose views the prime minister thought worth soliciting – the union bosses. Almost alone among his

  senior Cabinet colleagues, Callaghan had been a national trade union official.EN1 Indeed, one of his claims to the party leadership was his rapport with

  both the parliamentary and trade union wings of the Labour movement. The unions had good cause to regard him as their friend. In 1969, Harold Wilson’s employment secretary, Barbara Castle,

  had proposed legislation to curb unofficial strikes in a white paper, In Place of Strife. Opposition to it within the Cabinet had been led by Callaghan, who forced the proposals to be

  dropped in favour of a face-saving, and meaningless, ‘solemn and binding undertaking’ by the TUC to discourage wildcat strikes.




  On 1 September 1978, four days before he was due to speak at the TUC annual conference, Callaghan invited six of Britain’s most senior trade unionists down to dinner at his farm. It was a

  beautiful summer’s evening. The food was cooked by his wife, Audrey, a woman noted for her culinary expertise as well as her experience in local government (although the press tended to focus

  on her frumpy appearance, dubbing her the ‘Yorkshire Pudding’).6 She was half of a happy and stable marriage, Callaghan having met her

  when she was a sixteen-year-old Baptist Sunday school teacher in Maidstone and he a junior clerk at the Inland Revenue. The courses were served by their granddaughter, Tamsin Jay, whose father,

  Peter Jay, had been plucked from writing about economics in The Times to become ambassador to the United States amid inevitable accusations of prime ministerial nepotism. In this easy,

  relaxed, family-oriented life at Upper Clayhill, the union fraternity found a warm welcome. Round the dining-room table was assembled the ‘Labour aristocracy’ of Len Murray (general

  secretary of the TUC), Moss Evans (the new general secretary of the Transport and General Workers’ Union), and David Basnett of the General and Municipal Workers’

  Union, who was also organizer of Trade Unionists for a Labour Victory, together with Lord Allen, Hugh Scanlon of the Amalgamated Union of Engineering Workers, and Geoffrey Drain of the local

  government workers’ union, NALGO. To all but the most casual of newspaper readers or news bulletin viewers, these were some of the most well-known names in British public life. Between

  courses, Callaghan discussed with them whether he should call the general election, raising arguments for why delay was worth considering. He failed to convince. Of his six guests, five felt he

  should hesitate no longer and go for October. Only Scanlon argued for deferring the date. Callaghan listened and remained non-committal. Nonetheless, it was clear what the union leaders thought,

  and as they delivered their parting thanks and goodbyes they had grounds for assuming the hospitable prime minister had digested their advice.7




  This was far more of a historic occasion than its attendees realized, for at no time over the succeeding quarter-century would a prime minister solicit in this way the opinions of the trade

  union high command on such prime ministerial prerogatives as when to call a general election. The eighties changed that relationship abruptly and fundamentally. But Callaghan belonged to a

  different world and a contrasting set of values. He was bound to the union bosses by history, by temperament and, most importantly of all, by expedient, for their connivance was essential if the

  government’s pay restraint policies were to control inflation. Enjoying vigorous mental and physical health, Callaghan was sixty-six years old, having been born two years before the First

  World War began. As he had gone straight from school to the workplace, joining a union had been for him a rite of passage into adulthood and wider responsibility. He had been in Parliament since

  1945, having been elected – aged only thirty-three – to a Cardiff constituency in Clement Attlee’s Labour landslide and proceeding to occupy all four of the great offices of

  state, serving as Chancellor of the Exchequer from 1964 to 1967, Home Secretary from then until 1970, and Foreign Secretary from 1974 until 1976, when he became prime minister. Although in private

  he could display a sharp temper and a tendency to bully colleagues, in public Callaghan seemed at ease with himself. Without a hint of embarrassment or contrived showmanship, he had cheerfully sung

  ‘I’m the man, the very fat man, who waters the workers’ beer’ at a Durham miners’ gala. At least to those who did not cross him personally, it all seemed part of

  ‘Sunny Jim’s’ affable nature and rootedness in the culture of working-class struggle.




  He was driven precociously into public life and Labour politics by the disadvantages he experienced in childhood. He was the son of an Englishman of Irish descent called James Garoghan, who had

  used the assumed name Callaghan when enlisting in the Royal Navy and had seen action at the battle of Jutland on board the dreadnought HMS Agincourt, rising through the

  ranks to become a chief petty officer. In 1921, however, he had suddenly died of a heart attack when his son was nine years old, leaving a family without financial security and reduced to living in

  a succession of cheap rented rooms. There was no pension upon which to draw until provision was extended by the first Labour government in 1924, along with a grant that ensured the fatherless boy

  would manage to stay on at school until the age of seventeen. It was a socialist administration’s helping hand that the young James Callaghan grasped, although the limits of state assistance

  in the inter-war period were soon brought home: his grades were good enough, but the lack of further grants made going on to university out of the question. He felt this social handicap for the

  rest of his life – perhaps one reason why he sometimes considered himself closer to union leaders than to such Oxford-educated luminaries of the Labour front bench as Hugh Gaitskell, Harold

  Wilson, Roy Jenkins, Tony Crosland, Denis Healey and Michael Foot. Tellingly, the first words that came from Callaghan’s lips when told he had made it to 10 Downing Street were, ‘Prime

  minister of Great Britain! And never went to university!’8




  Unlike typical representatives of the university-educated intelligentsia drawn to the progressive cause of the Labour Party, Callaghan was not a liberal. In many respects, he was a

  traditionalist, revering the heritage and structure not only of the trade unions but of the armed forces and the monarchy as well. He never shared the anti-militarist, anti-American sentiments that

  engaged radicals of the sixties’ generation. His internationalism found no conflict with a sense of patriotism. In the Second World War, he had served, albeit uneventfully, as a seaman in the

  Royal Navy, and his natural admiration for royalty was apparent during the outpouring of popular sentiment accompanying the Queen’s silver jubilee in 1977. One of the vessels framed on his

  walls at Upper Clayhill Farm was King Edward VII’s royal yacht, Victoria and Albert, upon which his father had served as a rigger. As her prime minister, Callaghan enjoyed a warm

  rapport with Queen Elizabeth, with whom he shared an elevated, idealistic, view of the British Commonwealth’s importance. It was, though, in his attitude to the social changes of the sixties

  that he demonstrated how fully he did not share what became the prevailing attitudes and assumptions of the left after 1979. Reversing the tone of his predecessor as Home Secretary, Roy Jenkins,

  Callaghan assured the House of Commons of his determination ‘to call a halt to the rising tide of permissiveness’, which was ‘one of the most unlikeable words that has been

  invented in recent years’.9 Although he had long lost the Baptist faith, or any strong Christian faith, of his upbringing, he believed in

  traditional family structures. He was repulsed by pornography, vigorously opposed tolerance of even soft drugs, and struggled to conceal his distaste for homosexuality.10 In these respects, his views were perhaps no different from those of most of his Conservative opponents – or of

  a broad, cross-party, swathe of the electorate.




  On 5 September 1978, the delegates for the annual TUC conference gathered in a brightly lit hall in Brighton to hear Callaghan’s address to them. They were joined by ranks of journalists

  waiting expectantly for the telltale comments that would surely give the game away that he was about to call a general election. His speech opened with an overview of problems surmounted and

  achievements to be built upon. Taxes were being cut, benefits and pensions were being increased and, if wage restraint was accepted, inflation, which had previously let rip, would continue on its

  downward path. Then he did something so wholly unexpected that it would dominate news coverage that evening. The prime minister broke into a music hall song, which he misattributed to the Edwardian

  entertainer, Marie Lloyd:EN2




  

    

      There was I waiting at the church,




      All at once he sent me round a note,




      Here’s the very note,




      This is what he wrote,




      ‘Can’t get away




      To marry you today,




      My wife won’t let me!’


    


  




  The delegates responded by erupting into laughter and applause, although it was not really clear who he was leaving in the lurch – them, the media or Margaret Thatcher.

  Emboldened, Callaghan went on to the offensive. ‘I have promised nobody that I shall be at the altar in October, nobody at all. So all I want to add this afternoon is that I certainly intend

  to indicate my intentions very shortly on this matter.’11 The unions responded by offering £1 million to the election fund, and The

  Times assured its readers that ‘seasoned political hands’ were united in believing the Cabinet would be meeting on 7 September to agree a dissolution of Parliament for an election

  on 5 October.12




  On the morning of 7 September, the members of the Cabinet were duly told by Callaghan that their fate was deferred. Rather than call a snap poll, he would settle first the referendums on Welsh

  and Scottish devolution and ensure the economic recovery was given a few more months to work its balm upon the nation’s mood. That evening, Callaghan broadcast to the nation announcing there

  would be no election. There was much astonishment. A momentum of expectation had developed only to be suddenly and belatedly quashed. Callaghan, however, did not like others

  assuming what he would do and was determined to lay out fresh proposals for the coming decade. ‘We are discontented with the way of the things we observe: the football hooligans, the litter

  in the streets,’ he jotted down. ‘There is much to be done – indeed the job is never-ending. We must put forward a realistic socialist policy for [the]

  ’80s.’13




  Most of all, Callaghan simply did not think the opinion poll lead was big enough, or sufficiently sustained, to risk it. He was aware that a new electoral register would come into force in

  February 1979 which, it was estimated, would benefit Labour by about six seats. Given the existing arithmetic, that might be the difference between forming a government and going into opposition.

  Years later, when holidaying with his wife in Scotland, Callaghan met David Steel, who asked him why he had not called an autumn 1978 election. Callaghan explained that he had been primarily

  influenced by the possibility that he might win but without a working majority in the Commons. To a leader of a minority party like the Liberals, a hung parliament would be a godsend, not a

  catastrophe, and Steel expressed surprise that such an outcome would have been considered so unpalatable to the Labour Party.14 In saying this,

  Steel perhaps underestimated the toll that the unrelenting daily political management inflicted upon the prime minister. Callaghan had seemingly reached the point where merely prolonging the agony

  of minority government no longer seemed a prize worth fighting for. Instead, he believed the economic prospects were favourable for 1979 and that, far from Britain being in a state of systemic

  decline, it had merely suffered a few turbulent years of mismanagement under Edward Heath’s Conservative government, which Labour was demonstrably rectifying. Another six months or so of

  sustained improvement would convince the electorate to give Labour a full mandate to govern.




  Floating or Sinking?




  Certainly, there seemed a marked contrast between Heath’s last period in office and the situation facing Callaghan in the autumn of 1978. Within a couple of years of

  winning power in 1970, Heath had been assailed by problems. In the midst of a world boom, financial constraints were relaxed in order to pursue a ‘dash for growth’. Low interest rates

  and easy credit powered a spectacular, and highly speculative, property boom. In place since the end of the Second World War, the Bretton Woods system of international fixed currency exchange rates

  had broken down in August 1971 and various anti-volatility mechanisms had been put in place in an effort to maintain stability. However, in June 1972, the decision was taken to cut sterling free

  from its corset. For the first time since the 1930s, Britain had a currency whose value ‘floated’ against other currencies. Heath’s Chancellor, Anthony

  Barber, announced that it was only ‘a temporary measure’15 (apart from the abortive experience of the European Exchange Rate Mechanism

  of 1990–2, the currency was still floating well into the second decade of the twenty-first century). At first, Heath saw this freedom from constantly having to intervene to keep sterling at a

  fixed rate as a carte blanche to do as he pleased, as if Britain had entered a consequence-free economic world. Although the pound initially ascended above its December 1971 fixed value of $2.60,

  it was soon not so much floating as sinking, the extent of Heath’s extravagantly reflationary policies worrying holders of sterling into selling it. Alarmed as the pound’s descent

  gathered momentum, and also concerned at soaring inflation, Heath changed course and tried deflationary measures and – a heresy to those who believed in the free market – a statutory

  incomes policy. It was ‘stop–go’ economics at its most primitive. Interest rates were raised to record levels and public spending cut. Indirect controls were forced upon bank

  lending. Then, in December 1973, with winter temperatures chilling the country, the National Union of Mineworkers chose its moment to call a ‘work to rule’ overtime ban in support of a

  35 per cent pay increase.




  It was the miners’ second strike in successive years. Such had been the success of their picketing of power stations in 1972 that Heath had called a state of emergency. Businesses and

  houses lost electricity for several hours each day until Heath hoisted the flag of surrender. In the succeeding months, the Arab–Israeli Yom Kippur War and the embargo on Western countries

  enforced by the oil producers’ cartel, OPEC, quadrupled the price of petrol. To the miners’ leaders, it was the perfect opportunity to strike again. Facing acute energy shortages in

  mid-winter, the government once more fell back on emergency powers, this time forcing businesses to cut down to a ‘three-day week’. With the nation’s power supply switched off,

  Britons were reduced to groping around by candlelight. Taking malicious glee in this humbling of a once mighty power, Uganda’s military dictator, Idi Amin, duly launched a ‘Save Britain

  Fund’, urging Ugandans to ‘come forward and help their former colonial masters’.16




  The sense of defeatism went to the heart of Whitehall. Feebly, the best that Heath’s unofficial ‘deputy prime minister’ and head of the civil service, Sir William Armstrong,

  could offer his colleagues was to announce that the government’s task was to ‘oversee the orderly management of decline’. Even a fighting retreat proved beyond the

  administration’s reach, with Sir William a personal casualty in the rout. Suffering a mental breakdown, he was at one stage found under his table muttering incoherently about ‘moving

  the red army from here and the blue army from there’, although he later recovered sufficiently to be appointed chairman of the Midland Bank.17

  More telling was the experience across the English Channel. There, the British shambles was not repeated. Other major European economies were still expanding, their ability to

  cope with the oil price shock only rubbing in Britain’s humiliation. The extent to which Heath had lost control was the unfortunate sub-text of his February 1974 general election slogan

  ‘Who Governs?’ If the question had to be asked, then the answer was clear. Albeit by the narrowest of margins, Labour returned to power amid hopes that it could find a workable

  compromise with the trade unions. Seventy million working days had been lost to strikes during Heath’s three and half years in Downing Street. Labour quickly bought off the miners and by 1976

  relative industrial peace had broken out for the first time in the decade.




  Stabilizing the economy and restoring growth were more difficult. In 1974, the economy had contracted by almost 2 per cent. Inflation continued to soar. By the summer of 1976, the annual rate

  had reached 26 per cent. The savings of the provident were being swiftly eroded. The assault worsened by the year’s end, when the London Stock Exchange crashed. The Financial Times

  index (established at 100 in 1935) plunged towards 150. Denis Healey, the florid, bushy eye-browed Chancellor of the Exchequer, raised taxes in his April 1975 budget. The basic rate of income tax

  rose to 35 per cent. The upper rate was fixed at 83 per cent. These were deflationary measures intended to combat acutely rising prices, but they nonetheless helped convince many middle-class

  taxpayers that redistributing their diminishing income was a deliberate part of socialism in action. The Wall Street Journal’s leading article, entitled ‘Goodbye, Great

  Britain’, all but read the country’s last rites: ‘the British government is now so clearly headed towards a policy of total confiscation that anyone who has any wealth left is

  discounting furiously at any chance to get it out of the country.’18 The US Secretary of State, Henry Kissinger, assured the president, Gerard

  Ford, that ‘Britain is a tragedy – it has sunk to begging, borrowing, stealing, until North Sea oil comes in . . . That Britain has become such a scrounger is a

  disgrace.’19 A few disgruntled reactionaries drew admiring parallels with Augusto Pinochet’s recent right-wing coup in Chile. Some even

  went so far as to lay the groundwork for action.20 The view from most boardrooms, however, was that salvation would come not from men in uniform but

  from officialdom in Brussels. Opinion polls, which had suggested most Britons opposed joining the European Economic Community before entry was negotiated by Heath, now indicated growing support.

  Articulating the view that the country’s problems were so severe that only foreigners could solve them, Christopher Soames, Winston Churchill’s diplomat son-in-law, asserted:

  ‘This is no time for Britain to consider leaving a Christmas Club, let alone the Common Market.’21 In June 1975, a national referendum

  on the issue (called primarily to solve the internecine debate within the Labour Party) produced a resounding verdict, with 67 per cent voting in favour of remaining within

  the EEC.




  With the run on the pound continuing during 1976, it was indeed down to foreigners to get Britain out of its financial misery. When the British ambassador asked the usually anglophile German

  Chancellor, Helmut Schmidt, if German funds might be forthcoming, Schmidt responded with a lecture on Britain’s economic incompetence, comparing the country’s management unfavourably

  with that of communist East Germany. Another potential rescuer was the International Monetary Fund. An emergency loan from the IMF would come with strings attached, requiring the government to

  balance the budget and cut public spending, forcing Labour to choose between fighting unemployment or quelling inflation. The number of those out of work had long passed one million and, at over 6

  per cent of the workforce, was well above the post-war 2 per cent level that constituted ‘full employment.’ For Labour, whose heritage was steeped in the depression of the 1930s,

  cutting unemployment benefit was especially distasteful. On the other hand, an alternative Keynesian prescription of a reflationary stimulus looked reckless at a time when inflation was at its

  highest level for three hundred years, double the rates of Britain’s major competitors, and, it was feared, on the verge of replicating the situation in South America where currencies were

  becoming virtually worthless amid mounting chaos and military crackdowns.




  In the Cabinet, the left-wing case against accepting an IMF bail-out, with its accompanying requirement to cut public spending, was made by the energy secretary, Tony Benn. He advocated creating

  a siege economy, with the normal inflows and outflows of the market being replaced by socialist planning and tariffs against imports. Even the Foreign Secretary, Tony Crosland, proposed threatening

  sweeping import controls on the calculation that ‘as the IMF was even more passionately opposed to protectionism than it was attached to monetarism, this threat would be sufficient to

  persuade the IMF to lend the money without unacceptable conditions’.22 Full-scale protectionism was a dangerous bluff, wholly inconsistent

  with the EEC membership that had so recently been reaffirmed. Yet such was the level of panic that even Britain’s forward role in NATO seemed to be tradable: the decision was taken to warn

  West Germany that unless she helped bail Britain out, British forces might have to be withdrawn from the country.




  The succession of events that brought these options to the Cabinet table unfolded during the autumn of 1976. The government’s budget deficit had broken records. The pound had slumped to

  $1.57, despite interest rates hiked to 15 per cent. The markets looked at Britain’s spiralling public sector borrowing requirement and concluded sterling was not a currency to hold on to. The nadir came on 27 September. Scheduled to attend an IMF conference in Manila, via Hong Kong, Healey’s chauffeur-driven car got as far as Heathrow airport before its

  passenger panicked. So acute was the pound’s free fall that he concluded he could not afford to spend seventeen hours on a flight and out of telephone contact. The television cameras captured

  his limousine turning round and heading back towards the Treasury. There, Healey brought forward the scenario he had already concluded was inevitable. Britain would have to appeal to the IMF for a

  loan. The following day, Callaghan found himself virtually shouting at the delegates at the Labour Party conference in Blackpool:




  

    

      We used to think that you could just spend your way out of recession . . . I tell you in all candour that that option no longer exists and that insofar as it ever did exist,

      it only worked by injecting a bigger dose of inflation into the economy . . . Higher inflation, followed by higher unemployment. That is the history of the last twenty years.23


    


  




  The pronouncement was not to prove, as was subsequently assumed, the beginning of full-throttle monetarism – the money supply grew more quickly between 1976 and 1979 than

  between 1975 and 197624 – but it was, perhaps, the end of the more simplistic interpretation of Keynesian economics. Two days later, Healey

  announced Britain was going begging to the IMF for $3.9 billion, the largest loan in the fund’s history. Indeed, the sum necessary to bankroll Britain was so great that the IMF had not enough

  money itself and needed to seek additional resources from other lenders. In return, it would instruct Her Majesty’s Treasury how to run its affairs. Between 1975 and 1978, the Labour

  government slashed public spending in real terms by 8 per cent,25 a far more swingeing cut than Margaret Thatcher ever achieved in the 1980s. In the

  space of three years, from 1973 to 1976, Britain had experienced not just galloping inflation but stagflation – rising prices and falling output – as well as massive industrial unrest,

  the temporary switching off of energy supplies, serious civil unrest in Northern Ireland which claimed over eight hundred lives and spread to the British mainland, a stock market collapse, a

  secondary banking crisis, credit controls and a begging mission to the IMF. Apart from the darkest days of the Napoleonic conflict and the two world wars when the prospect of military annihilation

  had loomed (and notwithstanding the one-off embarrassment of the Suez fiasco), it was surely the greatest convocation of visible humiliations visited upon the country since the civil wars of the

  seventeenth century. What effect this had on the national psyche was difficult to tell: ‘Britain is a country that resents being poor,’ concluded The Times on New Year’s

  Eve 1976, ‘but is not prepared to make the effort to be rich.’26




  It was thus perhaps understandable that the popular response to the Queen’s silver jubilee in 1977 was not to behead the monarch but to rejoice that in Elizabeth II

  there was at least the embodiment of one state institution that remained secure and fit for purpose. Yet, almost contemporaneous with the red, white and blue bunting strung across lamp posts and

  shopfronts in celebration of the Queen’s twenty-five years on the throne, there came early signs that recovery was under way. Following the enforcement of spending cuts, wage inflation was

  being brought under control. Unemployment figures stopped going up. The pound was climbing towards $1.90 and reserves, depleted during the crisis of 1976, were replenished as sterling assumed the

  status of a petro-currency. Indeed, the exchange rate strengthened to the extent that it became Treasury policy to prevent it from rising beyond a rate deemed uncompetitive for British exporters,

  for in 1977 the country’s trade balance had moved into surplus for the first time since the 1960s. While going begging to the IMF was an act of national degradation, it nonetheless impressed

  investors, convincing them that Britain was adopting the right medicine. In consequence, less than half of the IMF loan needed to be drawn. Suddenly, it seemed that Britain might buck the trend of

  ex-imperial powers that had gone into long-term decline, its period in the doldrums merely a matter of a few unfortunate years rather than the drawn-out process of decades.




  Healey deemed the signs of recovery sufficient to allow a mild relaxation of his tough deflationary measures. Further amelioration was dependent upon the inflation rate continuing to fall. The

  government had made wage restraint the centrepiece of its anti-inflationary strategy, believing the key to success lay with its own forecasting skills and the willing compliance of the trade unions

  not to push for pay deals above what the government decreed should be the ‘norm’. More than half of all employees were members of trade unions. The leverage exerted by the state on pay

  policy was considerable given that almost 30 per cent of Britain’s workforce was employed by the state, either in the public services or the nationalized industries. Eighty per cent of those

  on the public sector payroll were also members of unions. Thus an anti-inflationary policy that relied upon partnership between government and unions was founded upon three assumptions: that

  inflation was caused by big pay rises, that the state remained the dominant employer, and that the unions were far more likely to reach agreement with a Labour administration than risk undermining

  it and putting their Conservative antagonists in power.




  This form of corporatist government was a relatively recent innovation. Until the late 1960s, Whitehall had not deployed meaningful industrial relations policies, believing that this was best

  left to collective bargaining between individual unions and employers. The Wilson and Callaghan governments, however, made incomes policy a central tool of economic

  management. Whereas Heath had found himself with a statutory incomes policy because the unions would not work amicably with a Tory government, Labour in power believed it could achieve similar

  results through its goodwill with the union high command. Each year, the government announced the ‘norm’ pay increases. In July 1975, a maximum £6 per week increase (with no

  increase at all for anyone earning above £8,500 per year) was set. A year later, the pay increase was a mere 5 per cent, up to a maximum of £4 per week. Ten per cent was permitted in

  1977. Only 5 per cent was allowed in 1978. All these increases were below the rate of inflation. Almost every week, the media ran stories about the ‘norm’: where it had been breached,

  what efforts were being made to arbitrate a compromise or what a government minister proposed to say or do about it. The front steps of ACAS, the arbitration service, became almost as familiar a

  backdrop for news reports as College Green, outside the soot-covered Houses of Parliament.




  To match the incomes policy there was a statutory prices policy. This, indeed, was the mechanism whereby supposedly voluntary pay deals were indirectly enforced by a statutory Price Code which

  legally prevented any company from passing on in higher prices any wage increase above the ‘norm’. The Price Commission acted as an ombudsman to police ‘unearned’ price

  rises. Large firms, labelled ‘Category I’, had to give twenty-eight days’ advance notification of price rises to the Price Commission; fourteen days were required by

  ‘Category II’ firms (which included manufacturers and public utilities), except for those in distribution, construction and professional services, which were let off with a mere

  compulsion to report. The Price Code laid out what sort of cost increases could be taken into account before prices were increased. The government also intervened with targeted subsidies to

  specific everyday items, in particular foods, in order to depress the cost of living.27 Taken together, the incomes and prices policies provided

  some of the clearest contrasts between how the state intervened in daily life in the 1970s and how it left it to the free market in the thirty years thereafter.




  In the short term, the incomes and prices polices produced favourable results. By February 1978, inflation had fallen below 10 per cent. The unions, however, had had enough of squeezing their

  members’ salaries because the government told them to do so. Higher pay awards in the private sector left those in the public sector struggling in comparison. And in order to counterbalance

  private sector increases, the government was particularly keen to crack down further on wage increases in the sector of the economy it could more easily control. When the unions refused to

  cooperate any further, the result was the ‘Winter of Discontent’ and the downfall of James Callaghan’s corporatist vision for Britain.




  Crisis? What Crisis?




  Four months after James Callaghan had informed his colleagues that there would be no autumn general election he was back in the Cabinet Room at 10 Downing Street marshalling

  their views on whether to call a national state of emergency. Within this short space of time, the government’s claim to have sorted out the industrial anarchy inherited from Edward

  Heath’s Tories in 1974 was tested to destruction. Between December 1978 and March 1979, the ‘Winter of Discontent’ fatally undermined claims that a cure had been found for the

  ‘British disease’ of dismal industrial productivity, strikes and poor relations between government, management and unions. The opinion polls, which had shown a clear Labour lead in

  October 1978, started suggesting the result of the next election would be a Conservative landslide.28




  That the Labour government’s reputation with swing voters was seriously damaged by the sudden outbreak of trade union militancy was the inescapable conclusion from data collected by Gallup

  and other market research companies. For Callaghan, the unions’ actions were a personal betrayal. He had built his career in the Labour Party as a union man. He had risked his Cabinet

  position in 1969 in order to scupper legislation intended to restrict the unions’ ability to flex their muscles at will. A decade on, they had offered him no reward for his support, made no

  attempt to meet his pleas for self-sacrifice. It seemingly counted for nought that his government had passed legislation to increase the unions’ powers to enforce closed shop rules, whereby

  union shop stewards enjoying exclusive bargaining rights with a company could legally prevent the company from employing anyone who refused to join their union. The fractious winter of 1978/9

  seemed a world away from the bucolic charm of Upper Clayhill Farm in August, when Audrey’s cooking had provided a convivial dinner for the union leaders and her husband had failed to take

  their advice to get a move on with the election campaign.




  The first sign of trouble came on the opening day of the Labour Party conference on 2 October 1978. In response to Callaghan’s announcement that the pay ‘norm’ for the coming

  year would be 5 per cent, delegates (their numbers distorted in the ballot by the union block-voting system) passed a motion calling for the abolition of pay restraint by an emphatic 4 million to

  1.9 million votes.




  Callaghan intended to ignore the conference vote, but three days later his economics adviser, David Lipsey, tried to persuade him that it was clear the unions would not accept his 5 per cent pay

  norm. ‘Abandoning 5 per cent,’ Lipsey wrote, ‘will be embarrassing. But could we win an election after a winter of discontent in which a large chunk of the Parliamentary Labour

  Party will be sympathizing with the malcontents?’ Callaghan seemed surprisingly unperturbed.29 Overriding his

  Chancellor’s hesitations, he calculated that an incomes policy of just 5 per cent would be anti-inflationary. Augmented by additional emoluments and staggered payments from the previous year,

  5 per cent would end up equating to an inflation rate of around 8 per cent. He was not, therefore, asking for a below-inflation wage rise.




  With hindsight, Callaghan’s sanguinity seems complacent, an episode of wishful thinking from a prime minister who, without seeking the full range of alternative means of combating

  inflation, lacked weapons beyond his personal powers of persuasion with union leaders and the threat that destabilizing a Labour government was not in their long-term interests. Callaghan’s

  delusion was, however, built upon recent experience. While many of the images that came to seem representative of the period were of picket lines manned by union officials warming themselves next

  to braziers, the actual period of industrial unrest was a short one. Until that winter, Labour had not presided helpless over a strike-bound country. Although there had been a particularly vicious

  confrontation at the Grunwick Film Processing Laboratories in the summer of 1977, and a firemen’s strike at the end of that year, most of the strikes since Labour’s return to office in

  1974 had been relatively small-scale affairs and did not compare with the serious unrest visited upon the Tory administration of Edward Heath.




  Callaghan’s ability to keep the industrial peace had been maintained through the good relations he enjoyed with Len Murray, the TUC general secretary and Jack Jones of the Transport and

  General Workers’ Union, which was the country’s biggest union, with two million members. Jones had been one of the kingmakers of the decade. A 1977 Gallup poll suggested that a majority

  of Britons believed him more powerful than the prime minister,30 which, if true, would certainly have added weight to Heath’s ‘Who

  Governs?’ election slogan. Born into poverty and wounded fighting fascism in the Spanish Civil War (after which, according to one well-informed testimony, he remained a paid Soviet agent

  until the 1980s),31 Jones had been Callaghan’s union ally in scuppering Barbara Castle’s In Place of Strife proposals in 1969 and

  had done as much as anyone to make Heath’s union legislation unworkable. However, in 1978 he finally retired with a triumphant send-off from 2,500 guests assembled at the Royal Festival Hall

  and was made a Companion of Honour by the Queen. Rather than impose a deal negotiated in Downing Street, his successor, Moss Evans, along with his union’s national organizer, Ron Todd,

  believed in devolved union management, preferring to let the shop stewards on the ground make what they thought were appropriate claims. The ebbing of power from the union high command downwards to

  the activists undermined corporatist planning, since on the shop floor the primary interest was, understandably, in maximizing pay and conditions rather than conforming with

  the government’s nationwide anti-inflationary strategy.




  In October 1978, 57,000 TGWU members at Ford Motors went out on strike, demanding, with Evans’s endorsement, a 30 per cent pay increase. Concluding that the lengthy disruption to

  productivity was more harmful than the cost of raising wages, Ford was keen to reach a deal and, after seven weeks, the strike was called off in return for a 17 per cent pay rise. It was a deal

  that shattered the government’s 5 per cent norm. Unable and unwilling to declare war on the TGWU, Callaghan decided to punish the Ford management (among whose executives was numbered his son,

  Michael) by withdrawing government subsidies to the firm. This infuriated those Labour MPs who thought it outrageous that financial sanctions should be introduced against generous pay deals in

  blue-collar industries. With John Prescott among a group of left-wing MPs refusing to support the measure in the Commons, the vote was duly lost, and Callaghan scurried to regain his parliamentary

  authority by calling an immediate vote of confidence.




  The episode underlined a fundamental weakness in the government’s position. Not only was it unable to control those unions who were no longer willing to do its bidding, but there was a

  conflict of interest – financial as well as ideological – involving a large section of the Parliamentary Labour Party that was sympathetic to union demands and was directly

  union-sponsored. An administration with no working majority at Westminster was ill placed to take on the TGWU when so many of its MPs were sponsored by the TGWU. Without union funds, Labour could

  not hope properly to finance the forthcoming election campaign. The divided loyalty was personified in Derek Gladwin, who was both Labour’s chief election campaign manager and the southern

  regional secretary of the GMWU, a union actively engaged in the coming Winter of Discontent.




  The great industrial conflict followed swiftly from the TGWU’s victory in the Ford dispute. Emboldened, the TGWU’s militancy swiftly spread beyond the car makers to the road haulage

  drivers, with unofficial strikes in December developing into all-out nationwide action in the New Year in pursuit of a 20 per cent pay rise. In the midst of the season of goodwill, the spectre

  presented itself of shops being unable to restock because of the inactivity of the lorry drivers. Nor was everything normal for those seeking entertainment at home. An electricians’ strike

  took both BBC 1 and BBC 2 off the air just before Christmas. What caused the government particular alarm was the prospect of renewed power cuts once the 8,500 TGWU drivers of oil tankers heralded

  in the New Year by going on strike in pursuit of 25 per cent. Callaghan was presented by the Cabinet Office’s central contingencies unit with Operation Drumstick, a plan

  to cancel the Christmas leave of 9,000 soldiers, who would be redeployed to drive oil tankers which the state would requisition using emergency powers. In the event, the strike was settled before a

  final decision on Drumstick was taken. With some petrol supplies beginning to run low, the oil companies awarded their drivers a 13 per cent increase.32




  On 4 January, Callaghan flew out to a world leaders’ summit in Guadeloupe, where he secured international backing for British arms sales to China and a replacement for Polaris as

  Britain’s independent nuclear deterrent. Before returning, he stopped off for a few days of talks, rest and relaxation in Barbados. The contrast with the strike-bound British midwinter was

  too much for critical newspapers to ignore, and one paper’s photographer managed to accentuate the contrast by persuading some especially lithesome air hostesses to frolic in the pool next to

  the prime minister when he went for a dip. The affectionate nickname ‘Sunny Jim’ took on a more irritating connotation. The annoyance was compounded when he decided to call a press

  conference upon his arrival back at Heathrow airport on 10 January. As the microphones were thrust towards him, the prime minister made light of his sunbathing, issuing the complacent reproach:

  ‘If you look at it from outside – and perhaps you’re taking a rather parochial view at the moment – I don’t think that other people in the world would share the view

  there is mounting chaos.’ The Sun’s headline ‘Crisis? What Crisis?’ captured the spirit, if not the actual words, of Callaghan’s efforts to lighten the

  mood.




  The railways followed the road hauliers in coming out on strike. With secondary picketing blockading key ports, the nation’s commercial arteries were ceasing to function. The transport

  minister, Bill Rodgers, was especially anxious. His mother was dying of cancer and the chemotherapy drugs she needed were stuck at Hull docks. No union member would move them. But it was not just

  medical supplies that were running low. Hospital care itself was crippled when the public sector union NUPE began a series of strikes. Nurses joined picket lines. Ambulance staff downed stretchers.

  On 22 January, the TGWU, GMWU, NUPE and COHSE banded together for a ‘day of action’, bringing out 1.5 million workers in a remarkable flexing of their muscles. Strikes, which had

  previously afflicted the private sector, like the car workers, or nationalized industries like the mines, now spread across public sector service provision. The casualties were no longer just a

  managerial class sitting in their boardrooms and fretting over the consequences of a few more pounds a week to their workers. Instead, the victims were increasingly the helpless and defenceless,

  the old, the infirm, the bereaved. Labour’s environment secretary, Peter Shore, later reflected on a time of ‘occupational tribal warfare’ in which ‘every separate group in

  the country had no feeling and no sense of being part of a community but was simply out to get for itself what it could’.33 Society appeared to be breaking down.




  Schools began closing when their caretakers and dinner ladies walked out, depriving the pupils of heating, eating and safe keeping. Old people’s homes were affected. When refuse collectors

  struck, unsightly piles of rat-infested rubbish started piling up in the streets, creating not only a noxious stink but a clear public health hazard. In late January, Liverpool’s gravediggers

  went out on strike. Funeral cortèges were blocked, mourners sent back with their coffins by GMWU members picketing cemeteries. Corpses started to be piled in a disused factory. With some of

  the remains over ten days old, the city council became increasingly anxious about how to dispose of them. They considered burying them at sea. One government minister’s response when asked by

  the Lord Chancellor what could be done was simply: ‘Let the dead bury the dead.’34 Ultimately, it was easier to give the GMWU

  gravediggers the pay rise they wanted, though not before a potent metaphor for Britain’s decay had taken hold in the popular imagination.




  On 15 January, the Cabinet discussed calling a state of emergency. Troops would be brought out on to the streets. The soldiers’ main tasks would be to clear the piled-high rubbish before

  disease started spreading across cities, to drive ambulances and lorries carrying essential medical supplies, and to grit the frozen roads. It was a desperate option to which there were many

  objections: there were not enough troops to do the jobs required, their presence might exacerbate tensions, and it could be seen as an attempt to politicize the armed forces by deploying them as

  strike-breakers. A compromise was advocated by the transport secretary, Bill Rodgers, who hoped to avoid a formal state of emergency while nonetheless selectively deploying soldiers to perform

  potentially life-saving activities. Troops had, after all, provided emergency cover using their own ‘green goddess’ fire engines during the 1977 firemen’s strike. The problem now

  was the sheer scale of the operation. How many troops could be withdrawn from Northern Ireland or West Germany to keep Britain going? How psychologically damaging to Britain’s international

  status would be the sight of her legions coming home to prop up civil order? After protracted deliberation, a decision on using troops was deferred. Instead, Moss Evans was warned that if his

  members did not start moving essential supplies, the army would be called in.




  This, and the accompanying offer of up to 20 per cent pay rises, persuaded the lorry drivers to call off their strike at the end of January. Elsewhere, above-inflation increases helped bring the

  other strikes to a close in February and March. In the meantime, Callaghan summoned the TUC General Council to Downing Street and announced a new understanding with Len Murray: the 5 per cent norm

  was effectively dropped and the TUC, in return for being brought yet more closely into the government’s economic counsels, would in future provide guidance to unions on

  good strike conduct. Murray thought the accord, announced on St Valentine’s Day, would not work.




  Whether its endurance would be counted in weeks or months, the accord manifested the collapse of the Labour government’s efforts to control inflation by a tight incomes policy. During

  1979, inflation moved back up into double digits. The problems that afflicted Britain in the desperate months before the IMF bail-out had returned. The experience of the Winter of Discontent and

  the return of accelerating price rises also raised an important question. If inflation could not be brought down by a wage-restraint pact with the unions, how else was it to be controlled? Might

  monetarism be the answer? Controlling the money supply rather than doing deals with the unions was certainly an intellectually attractive idea to those in the Conservative Party getting ready to

  plot an alternative course for Britain in a general election that could only now be months, perhaps weeks, away.




  The Ayes to the Right




  James Callaghan was in a bind. He had until November to face a general election. The longer he held out, the more chance there would be that memories of the Winter of Discontent

  would fade and the new accord with the unions might hold. Alternatively, the longer he postponed his fate, the more time there was for the higher pay deals to fuel soaring inflation and for the St

  Valentine’s Day engagement to be broken off in the clear absence of heartfelt commitment. Grimly, government strategy rested upon hoping that something might turn up. Reworking an already

  tired metaphor, the prime minister’s policy adviser, Bernard Donoughue, compared the mood to like ‘being on the sinking Titanic without the music’.35




  The sense of desperation was sharpened by the want of a parliamentary majority. During its life, the government had lost over thirty Commons divisions. The continually tight arithmetic had

  produced countless moments of drama. As early as 1976, tempers had turned violent when, through conscious deceit, the Labour whips overturned the parliamentary procedure decreed by the Speaker for

  a select committee and secured the nationalization of the shipping and aviation industries by one vote – by suddenly rushing a ‘paired’ Labour MP through the lobbies without

  informing his Tory ‘pair’, who, in a previous mutual arrangement, had agreed not to vote. Unable to contain their glee, Labour MPs burst into raucous jeering on the floor of the

  Commons. Amid chanting of ‘The Red Flag’, fisticuffs broke out behind the bar of the House as the two sides vented their fury while, to gasps of astonishment, an incensed shadow

  minister for industry, Michael Heseltine, seized with both hands the symbol of Commons authority, the Mace. He subsequently claimed he had been offering it to the Labour

  benches as a protest against their unconstitutional actions, although by the time the story had grown with the retelling (television broadcasts were still banned from the chamber) he was depicted

  as wielding it like an offensive weapon.36 The consequences included the abandonment of the pairing system, ensuring that late-night sittings became

  torturous as the Conservatives kept pushing Labour’s whips to the limits of their disciplinary powers, hoping a late vote might catch them off guard. The consequence of this style of warfare

  was that politicians were reluctant to stray far from the Palace of Westminster’s precincts. Inevitably, this made Parliament’s extensive range of in-house bars the natural assembly

  point. Alcohol-fuelled emotions ran high in Annie’s Bar and the Strangers’ Bar, the latter generally known as the ‘Kremlin’ on account of its hard-drinking, left-wing

  clientele. When the Labour whips could not run their quarry to ground there, they patrolled the gentlemen’s lavatories and, where necessary, extracted their intoxicated and sometimes unwell

  MPs from behind locked cubicle doors.37




  When not corralling their own supporters, Labour whips were also kept busy plying the eleven Scottish Nationalist MPs with alcohol. The withdrawal of Liberal Party support made it critical that

  the SNP’s continuing will to vote with the government was fortified. The result was memorably described by the journalist Alan Watkins, who observed of this period that, for the Scot Nats,

  every night was Burns Night.38 The political price paid for their allegiance was the devolution of powers to Scotland and, on a lesser scale, to

  Wales. It was a cause close to few hearts in the Cabinet, certainly not to the prime minister’s, even though – or, rather, because – he was the member for Cardiff South.

  Nonetheless, devolution seemed necessary not just to shore up the government’s position in the Westminster lobbies but also as a measure of appeasement which, it was hoped, would dissuade the

  Scottish and Welsh electorates from embracing the campaigns for outright independence of the SNP and Plaid Cymru.




  There was a problem. The devolution legislation passed through Westminster, but it did so badly mauled by Labour backbenchers who shared the doubts best articulated within their ranks by Tam

  Dalyell, MP for West Lothian. His ‘West Lothian Question’ asked why should Scottish MPs have a vote on English matters at Westminster but English MPs have no right to intervene in

  Scottish matters in a Scottish Parliament. Not only did the government have to commit itself to subjecting its devolution proposals to referendums in Scotland and Wales, an amendment by George

  Cunningham, a Scots Labour MP who sat for Islington, introduced a new electoral rule – that a simple majority of those voting would not be enough and endorsement by 40 per cent of the total

  electorate would be needed before devolution was introduced. This created a huge hurdle. The Welsh vote was effectively lost even before the campaign got under way. In

  Scotland, the ‘yes’ campaign was hampered by Labour’s sliding support and, arguably, by the Scottish football team’s dismal first-round exit from the 1978 World Cup in

  Argentina (despite a heroic victory over Holland, Ally MacLeod’s much-hyped team lost to Peru and only scraped a draw with Iran, taking what comfort it could from England’s failure to

  qualify). The two referendums were held on 1 March 1979. Welsh voters rejected devolution by a margin of four to one. The Scottish vote went narrowly in favour, by a margin of 52 per cent to 48 per

  cent. Representing almost 33 per cent of the total electorate, however, the ‘yes’ vote failed to clear the 40 per cent hurdle.




  Having failed to secure devolution, the SNP no longer saw any reason to continue propping up an increasingly unpopular Labour administration. On 21 March, the party tabled a vote of no

  confidence in the government. Quickly seeing the chance of causing an upset, the Conservatives immediately did likewise. The Commons vote was held on 28 March. Both sides realized it would be

  tantalizingly close. One highly canvassed possibility was that the division would end in a tie. In that case, the Speaker would cast his vote for the government.




  Throughout the day of 28 March, political horse-trading became the principal occupation of those charged with bringing out the vote. Roy Hattersley, the secretary of state for prices, spent the

  day wooing two Ulster Unionist MPs, who agreed to support the government in return for a special price index for Northern Ireland. Hattersley duly put the deal in writing. Unfortunately, he signed

  it with a green biro. Refusing to have anything to do with a document confirmed in the colour of Irish nationalism, the Ulster Unionists demanded that the whole statement be retyped, allowing the

  signatures to be written again in black. With even greater reluctance, Hattersley importuned Enoch Powell, the former Tory turned Ulster Unionist. The intended bribe was the construction of a gas

  pipeline from the mainland to Northern Ireland. This effort failed, as much as anything because of Callaghan’s reluctance. Indeed, while Hattersley was trying to square the Ulster Unionists,

  the prime minister received Gerry Fitt, the moderate leader of the Irish nationalist SDLP, in Downing Street. Fitt did not want to bring Callaghan down but made it clear that Ulster’s

  nationalist community wanted Roy Mason, the Northern Ireland secretary, to be sacked. At this, Callaghan, a non-drinker, nodded to an assistant who had a bottle of gin brought in. The gesture went

  down badly. Fitt was not going to be intoxicated into surrender and ended up abstaining in the division.




  By contrast, nothing could have been more appealing than alcoholic blandishments to Frank Maguire, the Independent Republican MP for Fermanagh and South Tyrone. A pub-owner in Lisnaskea, Maguire

  had once shocked Fitt by confiding that he did not condemn IRA atrocities for fear the IRA might blow up his pub. Relishing his opportunity to be put on the government’s

  hospitality account, Maguire chose the no-confidence debate to make one of his rare flights across the Irish Sea to Westminster. Jock Stallard, a government whip who also happened to be Roman

  Catholic, was assigned to act as Maguire’s saloon minder, shielding him from opposition solicitations as he moved seamlessly from bar to bar. Even an increasingly furious Fitt was unable to

  get near him. It was all in vain. During the evening, the flush-faced and increasingly disoriented Maguire gave Stallard the slip. His wife found him and took him home, ensuring that he missed the

  division. Such was the Labour whips’ desperation that they next tried to keep the government alive by carrying a fatally ill man through the division lobby on a stretcher. Sir Alfred

  ‘Doc’ Broughton was the Labour MP for Batley and Morley, and the idea was to bring him down from Yorkshire by ambulance. He agreed to make the sacrifice, but in the event it proved

  impossible to get him down and he died five days later.




  Leaving nothing else to chance, at 7 p.m., the government whips ordered all Labour MPs to assemble for a headcount. Meanwhile, in the Commons chamber the no-confidence debate was reaching its

  denouement. The rhetorical highlight came when the government’s case was summed up by the Leader of the House, Michael Foot. In a sparkling performance which relied on humour to cover the

  seriousness of the situation, the finest Labour orator of the age chided Thatcher while reserving his sarcasm for the Liberal leader, David Steel. Thatcher, Foot declaimed, was ‘leading her

  troops into battle, snuggling concealed behind a Scottish Nationalist shield, with the Boy David holding her hand’. He was less worried about Thatcher – ‘she can look after

  herself’ – than about Steel: ‘But the leader of the Liberal party – and I say this with the utmost affection – has passed from rising hope to elder statesman without

  any intervening period whatsoever.’ The government benches rocked with laughter. Labour knew the Liberals would vote against them. The trial of their former leader, Jeremy Thorpe, for

  conspiracy to murder, was due to begin in the spring and the party now wanted the election over and done with before the court case got under way.




  The judgement on Callaghan’s future came far sooner, with the calling of the division at 10 p.m. The BBC was transmitting live coverage, although because of the prohibition on televising

  parliamentary debates, viewers across the country had to make do with a sound-only broadcast adorned by a mixture of footage of Big Ben and occasional sketched images of the (empty) chamber.

  Rumours quickly spread, based on little more than who was last seen smiling or looking relaxed. Jimmy Hamilton, a Labour whip, was observed giving the thumbs-up. Labour thought they had won.

  ‘I don’t believe it!’ stuttered Mrs Thatcher, who came to the same conclusion when her whips passed her their tally. In the excitement, they had forgotten to include their two tellers in the vote. Moments later, the truth was revealed when the tellers came into the chamber with the Conservatives standing on the right. The declaration was

  made. The Speaker repeated the result in his precise Welsh intonation: ‘The Ayes to the right, 311. The Noes to the left, 310. So the Ayes have it.’




  Tory MPs rose exultantly to their feet, cheering and waving their order papers. They had won by one vote, beating Labour and its remaining allies with the help of thirteen Liberals, eleven

  Scottish Nationalists and eight of the eleven Ulster Unionists. No Commons vote had forced a general election since 1924, when the first Labour administration, also a minority government, fell.

  More extraordinarily, it was the first time a government had been brought down on a vote of no confidence since 1841. Callaghan rose to his feet, stood at the dispatch box and announced: ‘Now

  that the House of Commons has declared itself, we shall take our case to the country.’ Several left-wing MPs, chief among them a young Welsh member called Neil Kinnock, broke into a stirring

  and heartfelt rendition of ‘The Red Flag’.




  



  




  
2 HELLO MAGGIE!




  Marketing Maggie




  ‘Labour Isn’t Working’ proclaimed the poster, its play on words illustrated by a queue of the jobless snaking towards the entrance to an unemployment office.

  This proved to be a famous moment in billboard history. Twenty years later, it was voted ‘poster of the century’ by Campaign, the advertising industry’s leading magazine.

  Its success supposedly showed that advertising companies had come of age. They were not just about marketing cold beer to men and refrigerators to women. They could sell a political party too. No

  less an authority than the Conservative Party chairman, Lord Thorneycroft, credited the poster with deciding the election result. And he had not even liked it when he first saw it.1




  Encouraging the belief that the 1979 general election was won by a poster obviously suited those who made their career in the commerce of persuasion. It was surely fitting that a decade in which

  public relations, marketing and advertising were portrayed as thrusting ‘growth industries’ – at a time when ‘real industries’ were in decline – should have been

  launched in this way. The claim not only suited ad men in their efforts to drum up new business but also chimed with critics of the extravagant, eye-catching and sometimes deceitful public

  pseudo-art that adorned eighties Britain. To detractors, ‘Labour Isn’t Working’ was emblematic of everything that was worst about advertising’s powers of superficial appeal:

  the punning slogan persuaded voters to elect a Conservative government that presided over far longer dole queues than existed under Labour.




  Rarely has so slight an advertising promotion been credited with such influence. In fact, the ‘Labour Isn’t Working’ posters only appeared on twenty billboards during the

  summer of 1978 in anticipation of the autumn election that never happened. The image had been knocked up at the last moment and given relatively low priority in the campaign put together by Saatchi

  & Saatchi, the advertising firm engaged by the Tories. According to the poster’s creator, Martyn Walsh, the agency’s co-founder, Charles Saatchi, was sceptical of its value and it

  was nearly never used. But it gained fleeting notoriety because Denis Healey, the Chancellor of the Exchequer, made the tactical error of complaining about it in the chamber

  of the House of Commons. Not only did this raise its profile by turning it into a news story, but Healey failed to land his blow. His claim that the Tories had reached a new low by ‘selling

  politics as if it was soap powder’ concerned the specific accusation that those in the queue were not really unemployed but were paid actors. In fact, those forming the jobless queue were

  neither unemployed nor paid actors but volunteers from Hendon Young Conservatives, and because less than twenty of them could be mustered the long queue had been created by the photographic trick

  of taking multiple photos of them in different poses and then superimposing the images to make it look as if there were hundreds of people stretching to infinity.2




  Whatever impact the poster made was short-lived, its newsworthiness quickly receding alongside the prospect of an autumn 1978 election. Although it was resurrected with an amended slogan,

  ‘Labour Still Isn’t Working’, in the weeks leading up to the eventual polling day on 3 May 1979, the claim that it – or, for that matter, the rest of Saatchi &

  Saatchi’s campaigning tricks – swung the election for the Conservatives seems overblown. The period of its launch in the late summer of 1978 coincided with Labour regaining an opinion

  poll lead which it then extended in the two months thereafter. As for the spring of 1979, far from Saatchi & Saatchi’s campaign being so slick that the Tories’ lead over Labour

  widened, the reverse was true: Conservative support crumbled during the five-week campaign, starting at around 50 per cent of the vote and sliding towards 43 per cent on the eve of the

  poll.3 And research by MORI suggested that the electorate actually thought Labour’s election broadcasts were the more successful.4




  But if Britain did not get its first woman prime minister because she had the slickest ad men, it was nevertheless a paradox that the supposed ‘conviction politician’ kept such

  masters of style over substance within her intimate counsels. Surprisingly, for an instinctive puritan, she enjoyed being feted by the colourful, even louche, band of courtiers that constituted her

  image-making team. Their close presence was also encouraged by those among Thatcher’s colleagues who deemed her a liability. She had none of Jim Callaghan’s unaffected common touch with

  which to endear herself to the non-committed voter. Nor had she displayed any ability to win in more structured debates. Lacking instinctive wit and verbal dexterity, she had shown herself to be a

  leaden parliamentary performer as leader of the opposition. Callaghan regularly basted her at Prime Minister’s Questions, condescendingly treating her like a schoolgirl swot who had learned

  some statistics but failed, due to her limitations, to see the bigger picture.5 Her failure became more apparent beyond Westminster’s confines

  when, in 1978, permission was finally given for parliamentary debates to be broadcast on the radio.EN3 Such was the

  dissatisfaction within her own ranks about her overall performance that there was a clear likelihood that she would have faced a direct challenge to her leadership if she had lost the general

  election expected in the autumn of 1978. She appeared to recognize the tenuousness of her grip upon remaining leader, confessing that she did not think she would be given a second chance if she

  lost the election, not least because ‘there’s only one chance in life for women. It is the law of life.’6 Even going into the 1979

  election campaign, the polling statistics suggested the Tories’ greatest vulnerability was not their policies but their leader. When, on 12 April, Gallup asked its sample ‘who would

  make the better prime minister?’ Callaghan was preferred by 39 per cent to 33 per cent. The efforts of Thatcher’s public relations experts to improve her image reached extraordinary

  limits as the campaign intensified. At one stage she was even persuaded to stride into a field and cradle a defenceless calf for a full thirteen minutes until her husband, Denis, warned her that if

  she cuddled it any longer it might die on her.7 Whether in hard or soft focus, the more the electorate saw of her, the less impressed they pronounced

  themselves. On the eve of the poll, Callaghan’s lead over Thatcher as the preferred premier had risen further and he was trouncing her by the vast margin of 44 per cent to 25 per

  cent.8




  In seeking to capitalize on his greater popularity and ease of manner, Callaghan challenged Thatcher and the Liberal leader, David Steel, to a television debate. No incumbent prime minister had

  agreed to go head to head on television with the leader of the opposition since the idea had first been mooted for the 1964 general election.9

  Callaghan had rejected the idea as recently as 1978. But in the spring of 1979, with Labour trailing in the opinion polls, televising the leaders’ sparring would have presented an opportunity

  to turn the campaign into a presidential race – to Callaghan’s clear advantage. David Steel was keen to attend, naturally leaping at the chance to get equal billing with the leaders of

  the two main parties. Thatcher, too, was up for the scrap, but was pulled up by her advisers who saw no gain in turning the election from policy, where they were ahead, to personality, where they

  were behind. Some Tory tacticians even thought no good could come of her debating on equal terms with a man, for, as the party chairman, Lord Thorneycroft, put it: ‘If she had won the

  argument, which we thought she would, a lot of people wouldn’t have liked that in a woman,’ because men might have thought, ‘“There’s my wife,” and it

  wouldn’t have been a good thing.’10




  Labour strategists were certain that the Conservatives’ weakest spot was their leader. For all the downsides of a five-week campaign, they believed it would at least

  provide enough time for Thatcher first to sound shrill and then, with any luck, to lose her voice entirely. In the Tory camp, too, there was no shortage of those who feared she lacked the breadth

  of vision and appeal to win through. Thorneycroft’s attempts to get Edward Heath positioned alongside her at election rallies particularly irked her,11 the clear implication being that she could not carry the campaign without the support of the man she had replaced. While Heath – eyeing up the Foreign Office as his

  reward – was keen to be seen and heard in the weeks before polling day, his successor was privately certain that she wanted to rid Britain of his political legacy almost as much as that of

  Harold Wilson and James Callaghan.




  Those given the task of marketing Thatcher encountered the problem of deciding which version of her to portray. On the one hand she was the grammar school-educated, Methodist chapel-going,

  provincial girl from a Lincolnshire market town, who had learned life’s often hard commercial realities from her father’s corner shop and won a place at Oxford through her own

  endeavours. As such, she was by birth, sex, upbringing, religion and region an outsider from the traditional establishment. Her personal success was evidence of her strength of character and that

  she was a battler against difficult odds. This, however, was only the first half of her story. As soon as opportunity presented itself, she had switched Wesleyanism for Anglicanism, turning her

  back on Grantham for more material rewards as the London and suburban Kent-based wife of a millionaire businessman, with a son and daughter who had been looked after by a nanny before proceeding,

  respectively, to Harrow and to St Paul’s Girls’ School. Only occasionally – usually when roused to anger or disdain – did her voice still betray a Lincolnshire lilt. Mostly,

  she sounded like the privileged and somewhat patronizing stockbroker-belt southerner whose tones she had quickly adopted upon becoming Mrs Denis Thatcher in 1951.




  In 1974, Enoch Powell assumed she had no chance of succeeding Edward Heath because the party ‘wouldn’t put up with those hats and that accent’.12 Among the image-makers’ first tasks was to steer her away from her tendency to dress as if she were on her way to a garden party in the weald of Kent or to take tea

  with Mrs Mary Whitehouse. By 1979, the fight against millinery had been won, leaving her crowned only by a bouffant lion’s mane of golden hair. Under the guidance of Gordon Reece, a former

  television producer seconded from EMI, work continued to be done on the pitch of her voice. Laurence Olivier was only one of a succession of experts drafted in to demonstrate how she could sound

  less ladylike. Vocal training made her sound progressively deeper, more measured, less shrill and no longer redolent of the Queen in her coronation year.




  As director of publicity, Reece did more than lower Thatcher’s voice and ditch the dated hats. He recognized the importance of the tabloid and mid-market press,

  building bridges with, in particular, The Sun. The Tories had gone into previous elections without the support of a single mass-market newspaper, a disability that was about to be remedied.

  Furthermore, Reece was instrumental in getting Saatchi & Saatchi hired to handle the party’s advertising, and its managing director, Tim Bell, became another key member of the Thatcher

  posse. Reece also taught his charge how to improve her indifferent television performances, encouraging her to see an interview question as a cue to make her case to the viewers rather than, as was

  her instinct, to assume it was a starting gun to argue with the interviewer. It was another key member of her image team, Ronald Millar, who forced her to memorize the mantra ‘Cool, calm

  – and elected’.13 Millar was a successful playwright, whose West End hits included adaptations of C. P. Snow’s novels and the

  Tudor historical drama Robert and Elizabeth. He quickly identified Thatcher as his modern Gloriana, injecting the Tilbury spirit into her major oratorical performances. For, while she took

  infinite care over the crafting of her set-piece speeches, fully involving herself in their content rather than leaving speech writers free rein to put whatever substance they liked into her mouth,

  it was Millar who provided her with her more memorable lines. He shared her love of aphorism, fusing an outlook from the sort of proverbs and homespun wisdom that had been familiar components of

  American speech since at least the days when Benjamin Franklin’s Poor Richard’s Almanack was a colonial best-seller. Indeed, Millar knew he had found his leading lady when she

  approached him for help with her opening broadcast as party leader in 1975. When he recited to her some apposite lines by Abraham Lincoln –




  

    

      You cannot strengthen the weak by weakening the strong.




      You cannot bring about prosperity by discouraging thrift.




      You cannot help the wage-earner by pulling down the wage-payer . . .


    


  




  – Thatcher excitedly snapped open her handbag and retrieved from it a crumpled and faded cutting with exactly the same lines on it. ‘It goes wherever I go,’

  she assured him.14 Yet, while America’s Great Emancipator had succinctly summarized her view of life, perhaps nobody did more for her public

  image than the Soviet Army paper Red Star, which responded to her anti-communist rhetoric in 1976 by dubbing her the ‘Iron Lady’. Delighted by the backhanded compliment, she

  repeated the phrase for both domestic and foreign consumption, bolstering her claim to be not just the irritating schoolgirl of Callaghan’s twice-weekly baiting but some kind of modern

  Boudicca. ‘Sunny Jim’ the prime minister might have been in the hot summer of 1976, but it was not a helpful sobriquet for the Winter of Discontent. By contrast,

  Thatcher hit home her advantage and demonstrated her new actress-like sense of timing: ‘The Russians said I was an Iron Lady. [pause] They were right. [pause] Britain needs an

  Iron Lady. [cheers]’15




  Labour clung to the hope that the long general election campaign would expose Thatcher’s tendency to make unguarded statements at variance with what had been agreed with her shadow

  Cabinet. Instead, she accepted her advisers’ strategy to save her energies until late in the campaign. Gordon Reece encouraged her to get her mind off politics by going to the theatre. So off

  she promptly took herself to see . . . Evita.




  With Reece and Millar’s help, the showbiz side of politics was turned to her advantage. At one of her rallies, Lulu, Ken Dodd and the DJ Pete Murray provided warm-up entertainment before

  she breezed onstage to the theme of Hello Dolly, re-lyricized to ‘Hello Maggie!’ Indeed it was not until 16 April 1979, nearly halfway through the election campaign, that

  Thatcher cheekily made her first major public speech, on Callaghan’s home turf of Cardiff. ‘I am a conviction politician,’ she assured the assembled believers. ‘The Old

  Testament prophets didn’t go out into the highways saying, “Brothers I want consensus.” They said, “This is my faith and my vision! This is what I passionately

  believe!’”16 Not for the only time in her career, she risked being accused of displaying messianic tendencies, but the speech emphasized

  that she represented a galvanizing force in British life.




  It was Thatcher’s advantage that she embodied change merely by being a woman. Nor was she afflicted by any snobbish attitude towards modern methods of reaching out to those disengaged by

  traditional politics. Her team understood that the media, particularly television, needed visual material to accompany reports. Giving them the right photo-opportunity was the surest way of

  securing airtime. The shots of her doing the shopping were deemed particularly helpful because ordinary voters, particularly women, were assumed to relate to her at this level. What was more, it

  showed her as she wanted to be portrayed: the grocer’s daughter who well understood how to manage a household budget as a precursor to getting the nation’s finances back into the black.

  Callaghan doing the shopping could never have struck the same chord. All the same, as the market research suggested, it was his team’s less inventive approach that won the propaganda war of

  1979. The press’s cameramen were tipped off in time to photograph Callaghan with his grandchildren emerging from a local church service, even though few could recall him being a noted

  attendee outside of election time. When, as the campaign reached its denouement, he walked out of an interview because he objected to the persistent line of questioning about the unions, his team

  leant on ITN to broadcast neither the interview nor his temper tantrum.17 ITN duly obliged. Deference to Downing Street was not entirely dead.




  Five Weeks that Shaped a Decade?




  Despite the claims of both sides that the very future of a prosperous or fair Britain was at stake, the 1979 election never descended into a slanging match, with both Thatcher

  and Callaghan avoiding making personal remarks about each other. Front-bench spokesmen in danger of offering policy hostages to fortune – Tony Benn for Labour and the Conservative Sir Keith

  Joseph – were kept from fronting press conferences as much as possible. Indeed, the only major gaffe came from Callaghan’s predecessor, Harold Wilson, who appeared to suggest his wife

  Mary might vote for the Conservatives because they were led by a woman.




  At the campaign’s outset, on 30 March, a bomb exploded under the car of Airey Neave, the shadow secretary of state for Northern Ireland, as it pulled out of the House of Commons car park.

  An IRA splinter group, the INLA, claimed responsibility. Neave, a Colditz escapee, had been Thatcher’s campaign manager for the Tory leadership in 1975. His murder brought both cross-party

  condemnation and the fear that the election campaign might be marred by bombings and assassination attempts. Instead, the five weeks passed without further serious incident, although Callaghan was

  dogged by hecklers from a group calling itself (without evident irony) Socialist Unity, who tried to break up the Labour leader’s speaking engagements by chanting ‘Troops out of

  Northern Ireland’.




  The handling of Ulster’s Troubles was one of the few areas in which Labour and the Conservatives were in close agreement. Although on some other issues the difference was only a matter of

  degree: the Tories promised not to cut NHS spending, focusing instead on reversing their opponents’ discouragement of private health provision; both parties were committed to keeping British

  forces in NATO, although only the Tories promised significant increases in the defence budget. Labour’s preparedness to nationalize more companies was kept imprecise, with merely a pledge to

  keep ‘using public ownership to sustain and create new jobs’. The Tories restricted their privatization crusade to those industries most recently nationalized – shipbuilding and

  aerospace – and the National Freight Corporation. The big industries and utilities – coal, steel, telephones, gas, etc. – would remain in state ownership. There would be no

  dramatic dismantling of the mixed economy. While a subsequent generation came to see 1979 as marking the end of the post-war consensus, voters at the time actually perceived the main parties to be

  closer than during the heyday of ‘Butskellism’: in 1955, 74 per cent of those polled by Gallup believed there were important differences between the main parties; in 1979, only 54 per

  cent did so.18




  The ideological chasm might have been broader but for the fact that the Labour leader kept tight reins on what went into his party’s manifesto, while the Conservative

  leader had much less input into what went into hers. Callaghan’s insistence that nothing became an election pledge unless he agreed with it ensured that proposals to nationalize one or more

  of the big four banks or to give up the nuclear deterrent were dropped. Overcoming fellow members of a drafting committee that included Michael Foot and Tony Benn necessarily involved some

  brinkmanship on the prime minister’s part, and it was perhaps surprising that the one issue over which he threatened to resign if it were included was a commitment to abolish the House of

  Lords.19 The Economist duly pronounced the resulting manifesto, The Labour Way Is the Better Way, ‘as moderate as any on which

  the Labour Party has campaigned during its 79 years’ existence’.20




  If Labour’s manifesto was driven by its party’s right wing, the content of the Tory manifesto was cast by its left wing – in the guise of its drafters from the Conservative

  Research Department, Adam Ridley and, particularly, the up-and-coming young voice of Heathite moderation, Chris Patten. Even Mrs Thatcher’s introductory message was prepared for her by Sir

  Ian Gilmour, who was not remotely from her wing of the party. Mostly absent was the authentic, uncompromising voice of the leader herself. Nevertheless, even if Thatcher had been left unchecked to

  write the whole manifesto, it might be mistaken to imagine that it would have been as radical as the monetarist and free-market think tanks would have wished. For all her talk of being a conviction

  politician, she could be remarkably cautious if she felt the circumstances were not propitious. As Nigel Lawson later wrote of the Tories’ preparations for government, ‘little detailed

  work had been done’ on privatization policy, because of ‘Margaret’s understandable fear of frightening the floating voter’.21 It was sometimes the manifesto’s omissions that showed where Thatcher’s influence on policy had been greatest: her predecessor’s support for Scottish

  devolution was ditched, and there was no flirtation with proportional representation – despite the feeling of many within her shadow Cabinet that proportional representation and European

  integration might be the only mechanisms available to curtail a future radically left-wing government. To Margaret Thatcher, the thought of office being dependent upon the sufferance of David Steel

  did not appeal.




  For all the efforts of James Callaghan and Chris Patten to remove the ideology from election issues, there were five battlegrounds on which Labour and the Conservatives offered very clear

  choices over what would become of Britain in the eighties. These were housing and education policy, trade union power, how to control inflation, and the level of taxation.




  In 1979, a third of Britain’s housing stock was owned and maintained by local councils. This represented an all-time high which Labour promised to supplement by building more council

  flats, seeing the further extension of council estates as the answer to the nation’s needs. In stark contrast, the Tories believed the future lay with home ownership and

  promised that local authority tenants would have the right to buy their own council houses. This was to give impetus to one of the most important shifts of the 1980s, the vast increase in home

  ownership, bringing with it a revolution in the nation’s attitude to borrowing and personal finance.




  On education policy, the two parties were also polls apart. Labour pledged to wipe out the last remaining grammar schools with the single sentence: ‘Universal comprehensive education,

  which is central to our policy, must be completed in the 1980s.’ But it was not just the few examples of selection in the state sector that the party had in its sights. ‘Independent

  schools still represent a major obstacle to equality of opportunity. Labour’s aim is to end, as soon as possible, fee-paying in such schools’ and to abolish their ‘remaining

  public subsidies and public support’. There was thus a genuine prospect that the long tradition of private education was about to end in Britain. The future for such institutions looked bleak

  even if the legislation to make them illegal did not get through Parliament and the courts, since without the retention of charitable status their fees would place all but the most well endowed

  beyond the reach of their main clientele, the middle classes, whose available resources were, in any case, feeling the squeeze from an 83 per cent top rate of income tax. Only a few of the great

  public schools might have survived, perhaps by relocating abroad – rather in the manner of the Jesuit academies that had once decamped across the English Channel to avoid seventeenth-century

  religious persecution. To those who saw private education as one of the most divisive props of the British class system, the expectation that they might soon be axed presented a thrilling

  opportunity to improve the life chances of the many. To their defenders, however, it seemed the state was about to destroy what was reputedly one of the world’s most rigorous education

  systems, ending choice in the free market just as it had crushed selection in the maintained sector. Here, then, was to be a modern version of the dissolution of the monasteries – somewhat

  ironically given that the Henrician dissolution had created some of the public schools in the first place. For the independents as for the grammar schools, only a Conservative victory promised

  salvation, or at least a stay of execution.




  In contrast to the ancient academies, Labour intended to leave the traditional institutions at the heart of its own movement unreformed. Despite the fact that the Winter of Discontent had pushed

  trade unions to the forefront of debate, unions received little mention in the Labour manifesto, except in the emphasis placed upon their central role in helping to curb inflation. So sensitive was

  the fragile truce brokered by the TUC that the government simply could not afford to risk it with some ill-timed criticism. The best that Callaghan could hope for was that the union leaders would

  keep their financial dues flowing into Labour’s coffers without rocking the boat while the election campaign was in the balance. Most had the sense to toe the official

  line. A few remained resolutely off-message: Sid Weighell, general secretary of the National Union of Railwaymen, spoke hopefully of messing up a future Tory government’s appeal for wage

  restraint: ‘I don’t see how we can talk to Mrs Thatcher . . . I will say to the lads, come on, get your snouts in the trough.’22




  While such comments helped the Conservatives make their case that union militancy needed muzzling, the potentially disastrous consequences of attempting to do so fostered fears that a Tory

  victory was far from a recipe for industrial peace. So concerned were the Conservatives on this front (and still bruised from the drubbing the unions had given Heath’s administration) that

  had the general election been called in 1978, they would have avoided firm commitments to curb union power. This was the cautious message the consensus-minded shadow employment secretary, Jim

  Prior, had successfully pressed upon his leader. It was only the severity of the Winter of Discontent that made such appeasement incredible. Thus the manifesto included pledges to restrict

  secondary picketing (where picket lines were manned by union members not actually employed by the company where there was a strike). In an attempt to make the unions more democratic, public money

  would be offered to encourage their use of secret ballots instead of the existing habit of open voting by a show of hands. There would also be help for those victimized by the closed shop (where no

  worker could be employed by a company unless they were a member of the recognized union), with measures taken to prevent its further spread where it was not overwhelmingly endorsed by the

  workforce. But there was no promise to end the closed shop. Here again, Thatcher was persuaded to proceed with caution, despite her instinct for action.




  Prices had doubled during Labour’s term in office and it was on how best to curb inflation that Labour and the Conservatives most clearly demonstrated their contrasting views over whether

  Britain needed a more or less interventionist state. Labour announced that it aimed to cut inflation to 5 per cent. This would be achieved not just by continuing to work with and involve the unions

  in setting pay policy norms, but also by giving the Price Commission greater statutory powers forcibly to cut prices where, in its judgement, they were higher than they ought to be. The

  Conservatives did not conceal their belief that relying on the opinions of a price-fixing committee to curb inflation was nonsense. They would scrap the Price Commission. As for wages, what pay the

  private sector set for its employees was its own affair – it was not for the state to determine. The Treasury should set targets for the money supply, rather than income norms, for ‘to

  master inflation, proper monetary discipline is essential, with publicly stated targets for the rate of growth of the money supply’.23 This

  was not entirely the great dividing line that many on both sides made it out to be. Albeit with mixed results, the Labour government had also been actively pursuing monetary

  targets since 1976, while being coy about trumpeting the fact too publicly. What was different was the centrality the Tories gave to monetary discipline. Even here, though, there was caution. The

  CBI still supported an incomes policy and it was not until after the Winter of Discontent that the Conservatives ceased being ambiguous about whether they would persevere with the policy in

  government. This was a victory for Thatcher, who saw incomes policies not only as a means whereby the unions would always have a lever on economic policy, but as a mechanism that focused national

  attention away from the indicator that really mattered. As she told an audience in March 1979: ‘Only when we stop being obsessed with pay and start being obsessed with productivity are we

  going to prosper.’24 Focusing on the money supply would prove an alternative obsession. But part of its appeal was that it came part and

  parcel with reducing the size of the state: public spending would be cut, as would government borrowing and taxes.




  Taxation was the last of the five main battlegrounds dividing the parties, and the one on which the Conservatives believed they were on the strongest ground. While Labour skated over their

  fiscal intentions, its manifesto was nevertheless not embarrassed about proclaiming that ‘The Labour Party’s priority is to build a democratic socialist society in Britain’

  – which was presumably not going to be achieved by giving taxpayers a slice of their money back. Indeed, Callaghan went into the election promising a new burden on top of the already

  historically record-breaking level of income tax. This came in the shape of an annual wealth tax on those who had more than £150,000 squirreled away. The very idea was naturally anathema to

  the Tories, who announced they would cut the top rate of income tax to the European average (which was at the time around 60 per cent). They also undertook to raise the threshold at which those on

  low incomes paid tax. But there was a sting in the shape of a switch from taxing income to taxing spending. As Labour pointed out, increasing VAT would both be inflationary and would

  disproportionately affect those on lower wages, for whom the shopping bill consumed a relatively larger share of their income.




  MORI’s private polling, commissioned by Labour, showed that the Conservatives led on every policy issue except the National Health Service and industrial peace. On the two issues cited as

  the most important by respondents – taxation and law and order – the Tory lead over Labour was 30 per cent.25 This was especially

  important because cutting taxes was the centrepiece of the Conservative campaign. Yet the apparent support for tax cuts was far less clear-cut when the question was balanced by eliciting

  respondents’ views on retaining the existing level of welfare provision. Opinion surveys by Gallup suggested that those believing tax cuts should be enforced even at the

  expense of front-line public services slid from 34 to 30 per cent during the course of the campaign.26




  The Tory manifesto was noticeably short of detail, especially when it came to where the state would be rolled back. As Denis Healey put it, finding Tory costings was ‘like looking for a

  black cat in a dark coal cellar’.27 Labour suggestions about where their opponents’ spending axe would fall proved effective, and as

  each week of the campaign went by the Tory lead narrowed from around 11 per cent to 5 per cent. By 28 April, with five days to polling, MORI had the Tories’ lead down to 3 per cent. Two days

  later, an NOP poll showed Labour 0.7 per cent ahead. With the Liberals gaining ground, Britain appeared to be heading back towards a hung parliament. This boded especially ill for the Tories given

  that Thatcher had come close to ruling out a coalition by stating that ‘the experiences of the last two or three years have been utterly abhorrent. It reduced the whole standard of public

  life and parliamentary democracy to a series of wheels and deals.’28




  Certainly, official statistics released during the campaign helped Labour’s cause – inflation remained below 10 per cent and unemployment was edging down. The one bad set of

  statistics, the trade figures, was not released because of a civil servants’ strike. Nonetheless, Labour’s fightback was all the more remarkable considering the extent to which the

  Tories were outspending them on advertising and the attitude of much of the print media. Aside from the Mirror group of newspapers and the Guardian, the national press was

  overwhelmingly supportive of the Tories. Gaining the endorsement of The Sun was the biggest coup – a case of the editor (Larry Lamb) telling his proprietor (Rupert Murdoch) to switch

  the paper’s allegiance, rather than, as is more usually assumed, the other way round.29 On election day, The Sun’s front page

  proclaimed: ‘A message to Labour supporters: VOTE TORY THIS TIME, It’s the only way to stop the rot.’ The paper’s editorial stated: ‘The Sun is above all a

  RADICAL newspaper. And we believe that this time the only radical proposals being put to you are being put by Maggie Thatcher and her Tory team.’ The Daily Mirror settled for the

  equally partisan: ‘Back to the Tories or FORWARD WITH THE PEOPLE, Vote Labour today.’ Arguably the most telling commentary on Britain’s industrial problems was provided by the

  silence of The Times and the Sunday Times. They were off the streets at the time – and would remain so for eleven months, their owners having shut them down in a failed attempt

  to force union members who printed the papers to allow journalists to use computer terminals.




  In the peroration of his final television broadcast, Callaghan again returned to the great white hope: ‘Let me in conclusion before you vote sum up my attitude to the eighties. We have got

  great opportunities if we work together. North Sea oil has given us a wonderful chance. We must use its resources and revenues to modernize our own industry to create more

  wealth.’30 Where the prime minister appeared to be pinning his hopes on a new way to pay for more of the same, the

  leader of the opposition was emphasizing that she stood for a whole new approach, telling the audience at her final rally of the campaign:




  

    

      There’s a worldwide revolt against big government, excessive taxation and bureaucracy . . . an era is drawing to a close . . . At first . . . people said, ‘Ooh,

      you’ve moved away from the centre!’ But then opinion began to move too, as the heresies of one period became, as they always do, the orthodoxies of the next.31


    


  




  Had she but known it, Callaghan was privately, if reluctantly, agreeing with her. To his senior policy adviser, Bernard Donoughue, he confessed: ‘It then does not matter

  what you say or do. There is a shift in what the public wants and what it approves. I suspect there is now such a sea-change – and it is for Mrs Thatcher.’32




  The polling day weather was clement. The first results came in at 11.34 p.m. and quickly pointed to a clear, rather than overwhelming, Conservative victory. Turnout was high, at 76.2 per cent.

  The swing exceeded 5 per cent. The Conservatives gained fifty-one of the seventy-four seats that changed hands, giving them a total of 339 seats. Labour’s tally fell to 269. Winning 42 per

  cent of the vote, Thatcher triumphed with a good working majority of forty-three seats.




  Compared with the last election, in October 1974, the Conservatives had failed to make up any additional ground among the middle and professional classes. Their gains had come from among the

  so-called C1 and C2 categories, dominated by skilled workers. Among this group they enjoyed an 11 per cent swing, giving them 40 per cent of those that voted. There was an 8.5 per cent swing

  towards the Tories from trade union members, ensuring that about a third of them voted Conservative. While there was equality in the ratio of men and women voting Tory, with Labour there remained a

  clear male predominance. The Tories made gains among young, first-time voters, where they ended up almost neck and neck with Labour.33 Regionally,

  the swing to the Tories was greatest in the south and the Midlands. But one of the most dramatic regional results was in Scotland, where the SNP contracted from eleven to just four MPs, justifying

  Callaghan’s jibe when they deserted him that they were like ‘turkeys voting for Christmas’. Meanwhile, the first-past-the-post system again did its best to marginalize the Liberal

  Party, its 14 per cent of the vote translating into a mere eleven seats.




  At 2.30 p.m., Callaghan was driven to Buckingham Palace, where he formally resigned. His job done, he departed for the calm of his farm, its familiar bric-a-brac and pictures of fighting ships.

  An hour later, Thatcher arrived at the palace to kiss hands with her monarch, a female first minister for a female head of state – the first instance in the history of

  the world.




  Callaghan was gracious in defeat. For a woman to hold the office of prime minister was, he said, ‘a tremendous moment in the country’s history’.34 Indeed, Margaret Thatcher was the first woman prime minister of any European or American country.35 Her achievement was

  sufficiently ahead of its time that, with the exception of Norway, no electorate on either continent had followed Britain’s example by the time she departed from power eleven years later.




  A Woman in Power




  As Margaret Thatcher acknowledged the cheers (and some boos) in Downing Street on 4 May 1979, she delivered the homily – misattributed to St Francis of Assisi – that

  Ronald Millar had suggested she memorize. The opening line, ‘Where there is discord may we bring harmony,’ was the sort of pious wish Edward Heath might have expressed. But the next two

  lines suggested there was now a tenant in No. 10 who was not searching for compromise solutions: ‘Where there is error may we bring truth. Where there is doubt may we bring faith. And where

  there is despair may we bring hope.’36




  Next to St Francis of Assisi, the other man Margaret Thatcher paid tribute to from the pavement outside 10 Downing Street was Alderman Alfred Roberts. ‘I just owe almost everything to my

  own father,’ she replied to a question as she prepared to enter her new home for the first time.37 At such a moment, personal reflections on

  life and the people and events that had shaped its course were understandable. Thatcher’s father had died in 1970, just before his younger daughter entered Edward Heath’s Cabinet. Her

  mother, a less significant figure in her development, had died in 1960, the year after she was elected to Parliament. Yet, it was not just the private memory of Alfred Roberts that the new prime

  minister cherished. The Victorian values of his outlook and the equally sober commercial realities of his shop-keeping business were what his daughter preached as the only hope for Britain in the

  1980s. As one of her most perceptive biographers, John Campbell, has put it: ‘Alfred Roberts’ grocery had become a British equivalent of Lincoln’s log cabin.’38




  Neither Alfred Roberts nor his wife, Beatrice, had enjoyed more than an elementary education. Beatrice was a seamstress, whose father marked time as an attendant in a railway cloakroom. While

  Beatrice was essentially a homemaker to her two daughters, Muriel and Margaret, it was from Alfred Roberts’s example of hard work, discipline and status in the local community that Margaret

  drew the most inspiration. Early lessons in public speaking came through listening to him deliver sermons as a lay preacher in Grantham’s Wesleyan church. Having to

  attend church four times every Sunday, and with the comforts of the material world strictly rationed, Thatcher later conceded ‘there was not a lot of fun and sparkle’ in her early

  life.39 But there was politics. Elected to the town council as an ‘Independent’, her father was the sort of teetotal Nonconformist whose

  historic adherence to the Liberal Party gradually realigned itself to the Conservatives as the practical alternative to socialism. During the 1930s, the anti-appeasement Daily Telegraph was

  the Roberts family’s newspaper, and in 1938 they gave sanctuary to an Austrian Jewish girl who had escaped the Nazis, taking it in turns with other local Rotarians to let her live with them

  in their Spartan flat above the corner shop. Roberts became mayor of Grantham in 1945. When, forty years later, his daughter recalled how in 1952 the Labour Party had controversially used their

  newly won majority on the council to remove him as an alderman after twenty-seven years’ service, she started to cry.40




  Having missed out on a secondary education, Alfred Roberts disciplined himself to spend what minimal spare time he had on self-improving study, selecting his daughter’s reading matter at

  the same time: ‘Each week my father would take two books out of the library – a “serious” book for himself (and me) and a novel for my mother. As a result, I found myself

  reading books which girls of my age would not generally read.’41 Winning a place at the competitive Kesteven and Grantham Girls’ School

  freed the eleven-year-old Margaret from the culture prevalent in mixed-sex schools before the war, where girls’ interests and aspirations were often taken less seriously than those of boys.

  Instead, she got her chance to focus on what she was good at – the sciences – rather than what was deemed appropriate for girls. Thus armed, she won a place at Oxford. In doing so, she

  belonged to the last generation that made its way in the world without the financial and institutional support of the welfare state.EN4 In her

  experience, meritocracy was not a creation of the post-war social consensus.




  She went up to Oxford during wartime, when many of her male contemporaries were absent, serving in the armed forces. Thus her Oxford was not the enchanted playground of formal balls and

  male-oriented pastimes like rowing and dining clubs. It was one of the few times in the university’s modern history when showing off was considered bad form. This suited a serious, provincial

  girl like Margaret Hilda Roberts, who would never have been an adornment to the milieu of a Sebastian Flyte or Charles Ryder. Rather, rationing was in force in 1943 and social life revolved around

  drinking cheap coffee and toasting crumpets in the rooms of her women’s college, Somerville. After a brief flirtation with cigarettes, she decided the money would be

  more wisely invested buying The Times. However, in working for her chemistry degree she did not read widely on other subjects and her dogged commitment to the Conservative Party, an

  adherence she brought with her fully formed from Grantham, was deemed odd and unimaginative by contemporaries at a time when Oxford’s visible undergraduate intellectual life looked

  overwhelmingly to socialism for its answers. The Oxford Union was still all-male and it was primarily through her superb organizational skills that she became only the second female chairman of the

  Oxford University Conservative Association, in 1946. She was never considered a great or memorable ‘character’ and formed no lasting friendships while at Oxford. Academically, she was

  good if not outstanding, gaining a second-class degree in Natural Sciences and going on to be awarded a BSc in chemistry in 1947.




  It was this qualification as a research chemist that allowed her to eschew the common 1940s destinations for women graduates of teaching or the civil service and instead to enter the

  male-dominated world of industry, first at a plastics company and then at the massive J. Lyons cafe-owning and cake-baking firm. There, she made ice cream fluffier by pumping more air into it. But

  it was not her heart’s desire to become Mrs Whippy. She had campaigned for the Tories in both Oxford and Grantham during the 1945 general election and got herself on to the party’s

  candidates list in time for the next election. This showed considerable self-confidence. After all, there was only one woman sitting in Parliament on the Conservative benches at the time. A mere

  fourteen had got as far as being adopted as Tory candidates in 1945. She started off contesting the no-hope constituency of Dartford, where the Labour incumbent’s majority exceeded twenty

  thousand. Undaunted, her determination to reach out to every voter was such that she found a way of getting round the prohibition on women in Dartford’s men’s club by briefly enrolling

  there as a barmaid. Soliciting working men’s votes while serving them pints of mild and bitter, and dating a wealthy divorced man named Denis Thatcher, certainly suggested that ambition was

  straining the leash of her Methodist upbringing. On election day in 1950, she managed to chip down the Labour majority to twelve thousand, but, according to a report circulated in Conservative

  Central Office, she had been so ‘outstanding’ that Labour canvassers were forced to stay on in Dartford rather than flood the next-door marginal of Bexley, thereby allowing another

  promising young Tory, Edward Heath, to enter Parliament with a majority of 133.42




  More remarkable, however, was the fact that an unmarried, 23-year-old woman, only two years out of university, had even won the chance to fight. At the time of her birth, in 1925, women of

  twenty-three did not even enjoy the right to vote. With no professional experience to speak of, it was extraordinarily precocious of her to put herself forward. In the decade

  that followed, as she went about trying to gain selection for a winnable constituency, she discovered that Conservative associations preferred men, often with the advantage of a distinguished war

  record. Against the braid of military decorations and life experiences gained at the sharp end, she was hardly able to compete. And when, after her marriage to Denis Thatcher, she became a mother

  of twins, selection committees asked her pointedly whether she really thought she ought to be at Westminster rather than attending to her motherly duties. A decade passed between her adoption at

  Dartford and her selection in time for the 1959 general election. In being selected for the north London constituency of Finchley, she narrowly saw off rival prospective Tory candidates including

  one man who had won the Military Cross and another who had served in the Special Operations Executive. Finchley’s retiring MP was so appalled that the nominees to succeed him included someone

  called Peter Goldman and another called Margaret Thatcher that he grumbled: ‘We’ve got to choose between a bloody Jew and a bloody woman!’43 The ‘bloody woman’ proceeded to win Finchley with an increased majority – of sixteen thousand – and to hold on to it in nine successive elections over

  her thirty-three years in the House of Commons. During which time she showed that, as Alfred Sherman put it: ‘A woman from the provincial lower-middle class, without family connections,

  oratorical skills, intellectual standing or factional backing of any sort, established herself as leader of a great party which had represented hierarchy, social stratification and male

  dominance.’44




  But by then she was far less of a social outsider, thanks to the other man in her life besides her father. Unusually for many men of his class and generation, Denis Thatcher combined traditional

  right-wing views and a successful business career with a recognition that his wife should not only be free to follow her career but that he should support and encourage her in her ambition. It was

  his wealth that had allowed her to forsake the consistency of Lyons Maid ice cream, to employ a nanny for her two young children and to read for the bar, which was a profession far better suited in

  its hours and challenges to someone with political ambitions. Between 1954 and her 1959 victory in Finchley, she honed her advocacy and attention to detail as a barrister specializing in taxation

  law (an area useful to a politician but in which exceedingly few women specialized at that time). Her husband’s tolerance and material support were advantages she enjoyed over many women of

  her generation for whom motherhood, social attitudes and financial constraints proved insurmountable hurdles. Yet, for all her staunch attachment to Denis, she rarely made due acknowledgement of

  the head start his support gave her over most women. Despite her considerable personal experience of patronizing, sexist attitudes, she never developed an interest in any of the more radical philosophies of feminism. Returning the cold shoulder, it was noticeable how few leading feminists took satisfaction from her success, even though she proved to be, in her

  sphere, the most influential woman of her age, not just in Britain but anywhere in the world.




  That she reached the top was seemingly not part of a long-worked-out plan. There is no contradictory evidence to suggest she was being falsely modest when in 1971 she told an interviewer:

  ‘I don’t think that in my lifetime there will be a woman prime minister. I am always a realist.’45 It was not until 1975, the year

  in which she became the Conservatives’ leader, that the equal pay act finally made it illegal to pay women less money for the same work as men; women had only been admitted to the London

  Stock Exchange two years previously (when, in 1976, Geraldine Bridgewater became the first female trader on the floor of the London Metals Exchange she was met by a chorus of hisses, boos and

  shouts of ‘Get out! Get out! No women allowed, get out! Get OUT!’ One trader even kicked her in the shins).46 Few, indeed, who had

  watched Thatcher’s development at Westminster during the 1960s and early 1970s either identified her as the woman who would be first to reach the top or foresaw that she would espouse a credo

  that would set both her party and her country on a radically different course during the 1980s.




  Until her decision to challenge Edward Heath for the party leadership, she had been a party loyalist, reluctant to depart far from the ideological – or, rather, non-ideological –

  mainstream. In all her years in Parliament prior to becoming leader, she had only rebelled against the party line once. That was back in 1961, when she forlornly supported the reintroduction of

  birching for young offenders. It was not until Heath appointed her as his education secretary in 1970 that she started to show more of an independent spirit. Her decision to find minor economies by

  scrapping free school milk for the oversevens made her infamous: ‘Is Mrs Thatcher human?’ asked The Sun, before declaring her ‘The Most Unpopular Woman in Britain’;

  the nickname ‘Thatcher the Milk Snatcher’, coined at the 1971 Labour Party conference, stuck. Yet she had fought off attempts to cut the education budget overall. She even boasted of

  the spending increases she secured. While she mostly failed, despite her wishes, to prevent local education authorities closing their grammar schools, she succeeded in saving the Open University,

  which her Cabinet colleagues were adamant should be scrapped. What particularly surprised those same colleagues was when she suddenly aligned herself with Sir Keith Joseph, another high-spending

  minister who, having overseen social services, underwent a conversion towards budget tightening when the Conservatives fell from power in 1974.




  Joseph responded to being freed from the responsibility of government by thinking aloud. In a series of speeches, he began to sketch an alternative philosophy of a smaller

  state, before blowing his chances in October 1974 by articulating what he regarded as the need for better contraception for badly educated young people ‘in social classes 4 and 5’,

  whose permissive behaviour otherwise risked undermining the ‘human stock’.47 In the ensuing uproar, Joseph accepted he was out of the

  running to succeed Heath, who, having lost three out of four general elections as Tory leader, was facing renewed pressure to justify himself. Thatcher duly turned to Joseph and said: ‘Look,

  Keith, if you’re not going to stand, I will, because someone who represents our viewpoint has to stand.’48 With its customary

  Whiggish distain, The Economist dryly observed that she was ‘precisely the sort of candidate who ought to be able to stand, and lose, harmlessly’.49 Indeed, her prospects would almost certainly have been eclipsed if the establishment figure of Sir Edward du Cann, who as chairman of the 1922 Committee led back-bench

  hostility to Heath, had chosen to risk his City directorships at a moment when his personal finances were tight. Had du Cann thrown his hat into the ring, Thatcher would almost certainly have

  withdrawn.50 It is therefore hard to disagree with the assessment of the historian Richard Vinen: ‘Thatcher had been almost no one’s

  first choice for the leadership, probably not even her own.’51




  Heath’s campaign organizers assumed the best line of attack was to belittle the woman. They tried to turn her grocer’s daughter image against her. At a time when sugar shortages were

  thought to be imminent, a fictitious claim was spread that she had been spotted in a shop on the Finchley High Road making a bulk purchase of sugar. Journalists were encouraged to ask if she was a

  secret food hoarder and, humiliatingly, she was forced to invite the cameras into her home so they could inspect her sparse larder. It was all rather pathetic and, denied any front-bench

  endorsement, Thatcher, almost by default, picked up the support of backbenchers exasperated by Heath’s political and personal failings. Beating him by 130 to 119 in the first round of voting,

  she then had momentum behind her, winning through in a more crowded field of candidates in the second and decisive round. That she pitched her political tent to the right of Heath was clear, but

  she was still not widely perceived to be advocating an entirely new philosophy. After all, she had sat through Heath’s Cabinets without much complaint. She was even lauding Harold Macmillan

  as her political hero, assuring a television interviewer in February 1975 that the ‘marvellous politician’ Macmillan ‘was working towards the things which I believe

  in’.52




  But the second half of the seventies (like, for that matter, the first half) was an excellent time to be in opposition. The Keynesian conventions that accompanied low unemployment and rising

  living standards came under intense pressure. In place of orderly improvement, corporatist government struggled to cope with rampant inflation and the destruction of savings, the humiliating circumstances of the IMF bail-out, trade union militancy and the massive dissatisfaction and unrest expressed across the public sector. Levels of taxation far exceeded the

  European average, while comparative competitiveness deteriorated alarmingly. Against these developments, Thatcher resolved to fight.




  How much of the Britain created in the thirty years before the seventies she also wanted to sweep away was less clear. Some aspects of the wartime and post-war consensus Thatcher claimed to

  share. She admired the 1944 Education Act and, having mostly failed to rescue them in the early 1970s, she was now pledged to retain the few remaining grammar schools that were the Butler

  act’s legacy. She even accepted such cornerstones of the post-war welfare state as the Beveridge Report and the 1944 employment white paper – while claiming that their proposals had

  been perverted by subsequent administrations.53 With the Attlee government’s major act of foreign policy – subscription to NATO and the

  maintenance of the transatlantic alliance – she was in wholehearted agreement. That she went into the 1979 general election promising a smaller state and tax cuts was not, of itself,

  distinctively ‘Thatcherite’. Successive Conservative leaders had tempted every post-war electorate with these aspirations and inducements. Her proposed assault on trade union power was

  still quite cautious, her privatization programme extremely limited. On 4 May 1979, as Britain awoke to its first day of the new Conservative government, it seemed Mrs Thatcher was aiming to ensure

  that the eighties would not be shaped by what she considered as the worst excesses of the seventies. She had won power not with an imaginative and visionary outlook but with a manifesto remarkably

  similar to Edward Heath’s statement of intent in 1970. The difference was her determination to deliver on her promises.




  



  




  
3 THE CENTRE CANNOT HOLD




  The Joy of Monetarism




  The British economy was to be subjected to the shock therapy of monetarism. But what was monetarism? Simplified explanations portrayed it as a needlessly technical term for the

  easily understood and long-established tenets of classical liberalism and minimal state interference – the economic doctrine of laissez-faire, without the carefree associations cast by

  a French expression. In public discussion, monetarism came to embody these values as well as the broader ones rebranded for the new decade as ‘Thatcherism’, for which Nigel Lawson

  provided the succinct definition: ‘a mixture of free markets, financial discipline, firm control over public expenditure, tax cuts, nationalism, “Victorian values” (of the Samuel

  Smiles self-help variety), privatisation and a dash of populism’.1 A consequence of equating monetarism with Thatcherism was that Margaret

  Thatcher continued to be attacked for being in hock to the theory long after its ideologues were mourning the fact that her government had wandered off the monetarist path.




  Reducing the size of the state was a product of monetarism but was not the theory itself. Essentially, monetarism gave primacy in economic policy to the control of inflation, believing that if

  it was kept in check, economic equilibrium would naturally follow. Inflation, it maintained, resulted when too much money chased too few goods. Yet this was hardly a revolutionary observation. The

  dangers of the cavalier printing of money were well known, both in theory and from the calamitous experience of Germany’s Weimar Republic in the 1920s, where it resulted in hyperinflation and

  the destruction of a whole generation’s personal savings, and led to the widespread assumption that the dismal experience was a contributory factor to the rise of Nazism. It did not need a

  new generation of economists to spring this unsurprising revelation. So, when Sir Geoffrey Howe, whom Margaret Thatcher appointed her Chancellor of the Exchequer, claimed that ‘monetarism

  means curbing the excessive expansion of money and credit’, he was not arguing for something that would have astounded his Treasury predecessors.2 What was different was the single-minded devotion to regarding the quantity of money in the economy as determining the extent of inflation, and, in particular, the belief

  that it was within the government’s grasp to manage the growth of the money supply.




  That monetarist theory rested upon this simple belief was a convenience that suited the Thatcher government’s wider agenda. The interventionist social and economic policies pursued by

  successive post-war British governments – rather imprecisely labelled Keynesian, after the economist John Maynard Keynes, whose death in 1946 had denied him the opportunity of commenting on

  the policies carried out in his name – made the control of demand rather than of the money supply the central task. If the economy looked like entering an inflationary boom, the squeeze was

  applied by raising taxes and cutting the budget deficit. In tougher times, tax, spending and borrowing disciplines could be relaxed. At its crudest, this led to a jolting

  ‘stop–go’ economy, but until the late 1960s it had succeeded in keeping both unemployment and inflation relatively low. By the mid-seventies, however, both were soaring. In this

  environment, demand-fixing measures to reduce unemployment fuelled inflation, which in turn harmed the economy, creating further job losses and a vicious circle of stagflation (diminishing output

  and soaring inflation). While the Callaghan government had tried to rein in public spending and prevent the money supply spiralling out of control, it had also attempted to bring down inflation

  (which had peaked at 27 per cent in 1975) by intervention, giving more subsidies to nationalized industries so that they would not increase prices to customers, and organizing an incomes policy in

  partnership with the leaders of the TUC. So complicated was the effort to fine-tune economic performance from Whitehall that in the space of the five years between 1974 and 1979 Labour’s

  Chancellor, Denis Healey, had introduced fifteen budgets and mini-budgets. The idée fixe of Keynesianism had degenerated into an excuse for Treasury micromanagement and the belief

  that this still offered the best hope of playing an instrument as diverse and complicated as the British economy. Keynes had anticipated his theories operating in a world of fixed international

  exchange rates, stable energy costs, modest inflation, containable budget deficits and trade union compliance in ensuring increasing output. None of these preconditions existed during

  Healey’s tenure at the Treasury. Theory and reality had parted company.




  In contrast to Healey’s multifaceted approach, the claim that control of growth in the money supply should be the central preoccupation of government allowed the Thatcher administration to

  dismantle complex mechanisms whose combined effect was an increasingly corporatist state. For monetarism offered simplicity. There would be no need to appease the trade unions because, with the abolition of an incomes policy, they would not be asked to frame pay norms across the economy. This was a crucial consideration. If a Labour administration had come

  unstuck trying to operate an anti-inflationary strategy based upon agreeing wage restraint with their nominal allies in the trade union movement, there was clearly even less chance of their

  cooperating with a Tory-led incomes policy. In short, that option did not exist, even if Thatcher had believed in it in principle – which she did not. If monetarism and the control of

  inflation came to be elevated to an all-consuming obsession in the first years of the new Conservative administration, it was for reasons that made perfect sense in the light of Thatcher’s

  interpretation of what had gone wrong in the previous decade. To her and her monetarist friends, inflation did not accompany national decline, it hastened it. An incomes policy aimed at reducing

  price rises through persuading union members to take wage increases close to or below the inflation rate – in other words to reduce in real terms their standard of living – was doomed

  to fail. There was no personal incentive to agree to such a cut in living standards, and the effort to enforce it naturally led to strikes for higher pay, which, when successful, only further

  priced British jobs out of the international market, thereby fostering stagflation. Thus, counter-intuitively, tough incomes policies actually encouraged union militancy and ever higher wage

  demands. Monetarism offered a way out of government engagement with this vicious circle. Furthermore, if inflation could be controlled by strict monetary policy, there was no requirement to depress

  prices artificially through subsidies to certain, favoured (usually nationalized) industries. This would leave the free market to determine the price at which producers sold to consumers. And over

  time, taxation could fall in order to let the market operate more freely, rather than tax rates having to be periodically hiked and lowered in a continuous, and disrupting, cycle of demand

  management.




  That was the theory. The practice was more complicated. Even if inflation was caused by lax control of growth in the money supply, how was that growth to be accurately measured? After all, if it

  could not be properly measured, government could not know whether it had set appropriate targets. Finding a convincing measure for the money sloshing around in the British economy proved no less

  difficult than assessing whether controlling demand needed the Chancellor’s touch on the accelerator or the brake. Was a narrow definition of money, like Sterling M0 (cash), the best measure?

  Or would a broader measure, like Sterling M3 (cash and bank deposits) or Sterling M4 (cash and bank deposits and building society deposits), be more appropriate? Even monetarist economists –

  in fact, especially monetarist economists – could not agree. The broader the category, the more difficult it was for government to control. Sir Geoffrey Howe, who was by training a lawyer,

  not an economist, used his prerogative as Chancellor to pronounce that the correct measure was Sterling M3. Later, he was not so sure.




  Having decided what indicator of money supply growth to watch, the next question was how that growth might be controlled. High interest rates were the obvious tool by which credit, and thus the

  money supply, could be made more expensive. Howe’s policy was to raise interest rates at the same time as he implemented a separate strand of the Tories’ agenda – the bringing

  down of the government’s own reliance on credit to fund state investment programmes, by reducing the public sector borrowing requirement (PSBR). The British electorate did not wait long to

  discover the extent of the new administration’s determination to place the war against inflation above other considerations. In June 1979, the month after the election, Howe stood at the

  dispatch box in the House of Commons to deliver his first budget speech.




  He did so at the very moment when it was clear that inflation was again rising back into double digits. Partly, this was for reasons beyond Whitehall’s control. The price of oil rose

  threefold between the beginning of 1978 and the end of 1979. Given that the North Sea rigs were in the process of making Britain self-sufficient, the high price of oil meant large petroleum tax

  receipts for the Treasury. But it was bad news for British industry and for the cost of living. The re-emergence of inflationary pressure was not purely down to the soaring cost of energy, however.

  It was also a consequence of political decisions taken during the last months of the Callaghan government. With the approach of a general election, Healey had begun relaxing the tough spending

  constraints he had previously imposed. The concession of high pay awards to end the Winter of Discontent began to feed through. And Howe had been bequeathed a ticking time bomb by his

  predecessor’s establishment of the Clegg commission on public sector pay. Thatcher had been panicked on the election campaign trail into promising to honour Clegg’s recommendations. The

  pay awards transpired to be high, inflationary and a significant drain on the public purse just when the Treasury was trying to find savings. The pledge, however, could not be rescinded.




  Most of all, Sir Geoffrey Howe’s 1979 budget demonstrated the contradiction at the heart of the Tories’ economic policy. On the one hand, the PSBR could only be reduced by cutting

  government spending: what the government spent had to cease greatly exceeding what the government raised in revenues. Thus, at least until such time as spending came down significantly, taxes ought

  to have remained high. Yet the Conservatives had won the election as the defenders of free enterprise. They were the party that wanted to remove the fiscal shackles from the private sector, freeing

  it to expand and create jobs. With the first signs of a recession already on the horizon, hard-pressed employers pleaded for a lighter tax burden. Indeed, bringing down

  taxation had been at the heart of the Tories’ election campaign. Yet if Howe was to honour the fiscal pledges, he risked upsetting the borrowing targets – and these Thatcher considered

  intrinsically linked to bringing down inflation. Compounding this problem was the Chancellor’s determination to remove other impediments to the free flow of money, such as exchange controls

  and limits on what banks could lend. Such liberalizations were consistent with the desire to free up the market. They were not consistent with keeping a tight control on credit and the money

  supply.




  Howe’s first budget was thus not a consistent policy aimed single-mindedly – as the purest monetarists might have hoped – at attacking the factors that were swelling the money

  supply. In order to balance the competing demands of curtailing Sterling M3 and encouraging faster economic growth, Howe was forced to push up the cost of credit and to cut public spending even

  more than if he had been able to leave the tax burden and the armoury of financial controls untouched. This was to compensate for reduced government receipts and the money supply-increasing impact

  of liberalizations of market regulations. In this way, what British industry gained in lighter taxes it paid for in higher interest rates. This, in turn, pushed up the value of sterling to levels

  that priced all but the most competitive exports out of the international market. By trying to solve one problem, the Chancellor had created another one.




  The monetarist measures were clearly set out. Howe announced he was setting a money supply target of 7 to 11 per cent growth (from its current rate of 13 per cent). The Bank of England’s

  minimum lending rate would rise from 12 to 14 per cent. The PSBR would be cut from 5.5 to 4.5 per cent of national output (measured as GDP). The reduction would be achieved by making about £4

  billion of cuts to public spending. The greatest long-term saving came from linking state pensions to price rises. Previously they had been index-linked to whichever of price or wage increases was

  the higher. Howe’s announcement of the switch was interrupted by a furious Labour MP shouting ‘That is treasonable!’3 It was

  unquestionably a fundamental departure from precedent, with huge consequences for an ageing population. With wages rapidly outpacing prices during the eighties, the cost to the Exchequer of pegging

  pensions to wages would have been astronomical. The result was relative impoverishment for those dependent solely on the state pension for their income in old age. Nevertheless, it was a switch

  that successive governments of neither main party found the money to reverse until 2010.




  Alongside the squeeze came the incentives. Top rate income tax – to be paid by all those earning over £25,000 a year – was cut from 83 to 60 per cent. This brought

  Britain’s upper-rate taxation to the same level as that in France, although the burden on affluent Britons remained heavier than that placed on wealthy Germans (56 per

  cent) or in the United States (50 per cent). The cut was met with indignant gasps from the opposition benches, but it could be defended as a revenue-raising measure since it made tax avoidance less

  attractive and encouraged the diaspora of tax exiles to relocate back to Britain (in consequence, far more revenue was raised through a reduced top tax rate during the 1980s than had been squeezed

  from the rich in the 1970s). Initially more significant in absolute revenue terms was Howe’s announcement that the basic rate of income tax would be cut from 33 to 30 per cent. Reducing the

  tax grab from pay packets automatically made employees wealthier, thereby encouraging them to make less extravagant wage claims. But the scale of the cut risked widening the budget deficit,

  necessitating more government borrowing and loosening the monetarist squeeze. To claw back this deficit, Howe massively increased indirect taxes. VAT, which had been at 8 per cent (with a 12.5 per

  cent marginal upper rate), was raised to a new single rate of 15 per cent. During the election campaign, Howe had denied Labour claims that he would double VAT, and the vast scale of this increase,

  only a month after the polling stations closed, demonstrated that his denials had been true only as measured against the detail rather than the spirit of the accusation. Unfortunately, the debate

  about the VAT rise concerned more than the Chancellor’s personal probity. Borrowing might be inflationary, but so was a huge VAT surcharge on the cost of many everyday goods. The result added

  upward pressure to the retail price index, which by July had again passed 15 per cent.




  While the struggle to control inflation would prove long and hard, the abolition of exchange controls was secured in an instant. In 1979, Britain had the most stringent exchange controls of any

  major industrial nation. There were limits on how much foreign investment income could be reinvested abroad. There were restrictions on how much money British citizens could take on holiday or

  emigrate with. These controls to stop money crossing borders had been introduced as an emergency measure at the outset of the Second World War. But while the threat from the Third Reich had

  disappeared within six years, the perceived need to protect the British currency had remained throughout the following four decades. The continuation of such controls demonstrated the

  Treasury’s persistent fear of a currency collapse if the free movement of capital was permitted. Not only that, exchange controls provided the government with a means of cajoling British

  capital holders into investing at home rather than seeking potentially higher returns abroad. It was an active form of financial protectionism and, like import controls or tariff barriers, it was

  double-edged, for, equally, the controls acted to restrict foreign investment in Britain.
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