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  About the Book


  In 2010 the iconic British chocolate manufacturer Cadbury was taken over by the US food giant Kraft. The deal caused a public furore and prompted many to ask whether we should be allowing such a major national enterprise to fall into foreign hands.


  Yet, despite the hand-wringing, there was nothing unusual about what was going on. In recent years hundreds of billions of pounds worth of British businesses have been sold off abroad. Today, foreign companies control vast swathes of the British economy, from ports to bridges, from the National Lottery to airlines, and from high tech companies to gas and electricity suppliers.


  In Britain for Sale, award-winning financial journalist Alex Brummer explains why British companies are so irresistible to overseas buyers. He considers the impact of foreign deals on Britain’s enterprise culture. And he asks the key question: How damaging is the takeover bonanza to our future economic health?


  About the Author


  ALEX BRUMMER is one of the UK’s leading financial journalists and commentators. After a long and successful stint at the Guardian he moved to the Daily Mail, where he has been City Editor for the past ten years. He has won prizes both as a foreign correspondent and as an economics writer, and was named Financial Writer of the Year at the London Press Club in 2010. He is the author of The Crunch and The Great Pensions Robbery.


  ALEX BRUMMER


  Britain for Sale


  British Companies in Foreign Hands

  – the Hidden Threat to Our Economy
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  To Rafi, Natasha and Benjamin, a new generation


  Preface


  As a nation we have always been obsessed by ownership. Much of the wealth of our great families is tied up in land ownership. Huge efforts are made to ensure estates, built up over centuries and decades, are developed and preserved for the next generation. The natural inclination of those who have been successful in their careers, whether in business, politics or the professions, is to buy a country home and land. The phrase ‘an Englishman’s home is his castle’, first coined in a seventeenth-century law book, is as relevant today as it was then.


  As citizens of the United Kingdom most of us take an enormous pride in the traditions of the country in which we live. We may not, like our American cousins, plant the national flag in our gardens or wear the national emblem as lapel badges or brooches. But we relish the pageantry of public life, take enormous pride in our public buildings, are generally supportive of the monarchy and follow our national sports teams with pride and passion.


  We define ourselves by our nationality. The Americans, despite their fantastic achievements, are viewed with a superior disdain. More than six decades after the Second World War we still tend to view Germany with a sceptical eye – never missing a chance to poke fun. And we still think that France should be grateful to us for its liberation – which it is not.


  As a nation we also take delight in our commercial and economic success. In the boom decade of 1997–2007, politicians and the public lauded the rise of the City as it overtook New York as the world’s most important foreign exchange and banking centre. The label ‘Made in Britain’, whether it is on a Burberry raincoat, a Marks & Spencer worsted suit or a pint of locally sourced organic milk, is a source of pride, too.


  Yet, despite all this, we have become extraordinarily careless when it comes to ownership of assets. It is astonishing to think that down the decades we have sold off almost everything we associate with Britain’s greatness, from our ports – the source of our maritime traditions – to the electricity companies which provide us with light and warmth. Distinctive red London double-decker buses now ply Trafalgar Square and the sights of the capital wearing the livery of Deutsche Bahn, the German rail operator.


  It was not until the autumn of 2009, when the American food company Kraft bid for emblematic chocolate company Cadbury, that any awareness of foreign ownership of apparently British enterprises was kindled. A country of chocolate eaters woke up in indignation and remote members of the Cadbury family (who had not been involved in confectionary for generations) took to the airwaves to express their disgust. The issue of ownership, for a short time at least, jumped to the top of the political agenda.


  No one could have been more pleased by the sudden upsurge of pride in Cadbury than me. As City Editor of the Daily Mail (and before that the Guardian) I had been a strident critic of foreign ownership for almost two decades. Both papers indulged my interest and allowed me to write widely on the subject. In the financial community my opposition and latterly that of the Daily Mail to overseas ownership was regarded as a form of xenophobia. Communications advisers to the companies in the sights of overseas buyers let it be known to clients that the Daily Mail’s views did not represent those of the wider business community and were a kind of foible. What the critics tended to forget is that the Daily Mail has more business readers than almost any other national newspaper. Moreover, the deluge of emails, letters and comments received from readers and business has been overwhelmingly supportive of our stand.


  Nevertheless, the zeitgeist remained intact. As far as those in authority were concerned, in free and global markets the tide of capital was not to be stemmed. What was in the interest of global finance was also in the national interest, even if it meant boards responding to short-termism. Somehow, the contrast between the permanence of personal ownership – as in the nurture and care of land – and short-termism of the stock markets was not properly understood or debated.


  There was little awareness of the command and control which is lost when national treasures, whether they be the department store Harrods or the chemical giant ICI, are disposed of to the highest bidder. It is the natural order of things that companies with headquarters overseas put their own interests first in much the same way as the gentry view keeping ownership of their land in the family as vital.


  This book was inspired by the upsurge of interest in ownership triggered by the battle of Cadbury. But it seeks to probe deeper. It looks at the conditions which allowed Britain to become the favourite destination for overseas predators, the indifference of our policymakers, their neglect of our economic security and the impact on efforts to rebalance commerce in favour of making things after the financial panic of 2007–2009.


  In bringing this endeavour to fruition I have been greatly helped by a number of people. My editor at the Daily Mail Paul Dacre has given me the freedom of the paper to write about selling Britain short. Associate City Editor Ruth Sutherland has adjusted her diary to help me in my book-writing activities and reinforced my views on the need to nurture manufacturing. City Office secretary Edwina O’Reilly assisted in the organisation of interviews.


  This project was taken forward with great enthusiasm by Jonny Pegg of Jonathan Pegg Literary Agency who recognised the importance of the material. He turned, for the third time (after publishing The Crunch and The Great Pensions Robbery), to Nigel Wilcockson of Random House who embraced the idea warmly. As editor Nigel has been tough, thorough, sensible, meticulous and inspirational. I frequently hear from fellow authors of editors who show little interest in the narrative. Nigel is the opposite, taking an interest in every chapter and every draft.


  I also owe a debt of gratitude to Norman Hayden, my collaborator for a trio of books, who undertook much of the early research on this project.


  My family have also played a critical part. My wife Tricia has been with me all the way on this book which has disrupted family holidays in Majorca, Crete and at home. I cannot thank her enough. Other family members, notably Justin and Gabriel, technical teams always at hand to assist with computer, communications and research snags, also deserve credit.


  My daughter Jessica, her husband Dan and their three children have taken a keen interest in this piece of work throughout.


  Suffice it to say a book, with as much takeover detail in it as this, is bound to contain mistakes. Certainly, many of the bids and deals considered will have been viewed very differently by the participants from the interpretation presented here. There should be no doubt that responsibility for views expressed and any errors rests with me alone.


  Alex Brummer, March 2012


  Introduction


  It was a crisp, typically autumnal morning when the eight-seater private jet landed at Luton Airport. It was immediately met by a chauffeur-driven limousine. The group stepping out of the £30 million Gulfstream G550 was led by a dark-haired, diminutive, trim and immaculately turned-out woman. To the casual eye she cut an unassuming middle-aged, middle-class figure. Dressed in a black suit, she looked like a mother comfortable with the school run, doing the weekly shopping or at a charity lunch with fellow fund-raisers.


  Impressions, however, were misleading, for the woman slipping into Britain almost unnoticed on this particular day was the hard-headed boss of one of the world’s major conglomerates. Indeed, as she arrived news broke that she had become second only to Michelle Obama – but ahead of Oprah Winfrey – on the Forbes’ List of the world’s most powerful women.


  Irene Rosenfeld, Chairman and CEO of American corporate giant Kraft Foods, and the woman who bought Cadbury, was back in town.


  Some eight months earlier her protracted struggle to take over Cadbury had finally ended in victory. The tough New Yorker, who owns to being a fan of Creme Eggs and Curly Wurlys, had landed the prize she wanted most. She believed Cadbury, whose chocolate and other confectionery brands were known the world over, could drive a stagnant Kraft Foods towards profitable growth, and was prepared to pay £11.5 billion to back her hunch.


  In snapping up Cadbury, however, Rosenfeld had become a hated figure in Britain. Cadbury was regarded as a quintessentially British company with a proud Quaker legacy and a reputation for both business success and philanthropy. Kraft was viewed as an unworthy wooer, a foreign behemoth that was seeking to mask its struggle to grow by taking over a healthier company. Fears had been voiced about the risks a Kraft takeover might pose for Cadbury’s future, for British jobs, and for Britain’s overall economic health. These fears had seemed justified when Rosenfeld announced in February 2010 that Kraft would be closing Cadbury’s Somerdale factory at Keynsham near Bristol and transferring jobs to Poland – having said in October 2009 that the factory would be kept open. In addition, the future of a key research and development base at Reading had been put in doubt. The commonly held view was that a foreign interloper such as Kraft was not to be trusted.


  No doubt Rosenfeld was dwelling on all this controversy as she sped to Cadbury’s spiritual heartland on 7 October 2010. People at Bournville weren’t just worried about job security. The wider community had benefited from all that Cadbury had done over the years, using its chocolate wealth to fund schools and colleges, hospitals, convalescent homes, churches, housing and sports facilities. Would this all go with the takeover?


  Ahead of Rosenfeld’s arrival, a 3.5 per cent pay rise backdated to March had been announced, along with assurances that there would be no more compulsory redundancies for at least two years. She must have hoped that this would lead to a measure of good will.


  She arrived at Bournville amid something of a ‘publicity blackout’ as to her precise movements. Looking energetic and enthusiastic, she stepped out of her car into a setting that reflected the subtly changing face of Bournville: the lamp posts outside the factory were still the famous Cadbury purple and the Union flag still flew, but in the reception area of the main building Kraft branding was beginning to edge its way in.


  Rosenfeld did not talk to union representatives during her visit, preferring to meet management and a pre-selected group of employees. Orders went out that nobody should speak to the press, and by lunchtime rumours around Bournville were rife: one had it that Rosenfeld was meeting all staff at 3.30 p.m., while another suggested she had already gone back to the US.


  Little is known of what was said at Bournville that day, although a question-and-answer session is thought to have taken place. While there, Rosenfeld took time to have lunch at the famous Cadbury World tourist attraction and reportedly served cucumber sandwiches and tea to residents of a Birmingham hostel. Then, her whistle-stop tour over, she left again, saying that she had been ‘inspired’ by what she saw. She was later reported as saying: ‘We certainly understand that Bournville will remain at the heart and soul of our chocolate business and we are delighted about that. I think the key for us, though, is that this is a global business. We need to ensure that we are competitive on a global basis.’


  Cadbury, with worldwide sales of £37 billion, certainly promised that.


  The furore surrounding the Kraft takeover of Cadbury has subsided now. But the whole affair raised important questions – about British attitudes to home-grown businesses, about foreign involvement in British industry, about the future shape of the British economy – that are highly pertinent today. Britain is unique among developed nations in having a very relaxed attitude to foreign ownership. But is that the right view? In our pursuit of the banking and services sectors, have we turned our backs on manufacturing? Indeed, in an era of increasing economic uncertainty, ought we to be concerned that so much of our economy is no longer in our hands?


  1


  The Thatcher Revolution


  IN THE EARLY 1980s, in scenes unprecedented at that time for a major financial institution, trade unions formed picket lines outside branches of the Royal Bank of Scotland. It was the very public face of a wave of passionate national opposition to a takeover bid for RBS launched by the Hongkong and Shanghai Banking Corporation.


  RBS had a venerable pedigree. Founded in 1727, it had pioneered the concept of the overdraft, printed its own banknotes and had occupied the same neo-classical stone headquarters on Edinburgh’s Charlotte Square for two centuries.


  By the early 1980s, however, the bank was faltering and had become vulnerable to a takeover. Its deposit base had grown handsomely on the back of the North Sea oil boom but Scotland itself offered few opportunities for major expansion; and RBS’s English offshoot, the former Williams & Glyn’s bank, was too small to make a real impact on the fast-changing UK, European and global banking scene. This was a new world where the biggest banks would club together to raise billions of pounds of syndicated loans for large multinational corporations and sovereign nations from Iran to Latin America. Smaller enterprises weren’t players.


  Recognising the bank’s shortcomings, the group’s board looked to seize the initiative by seeking a merger with a British bank with a large overseas presence. The apparently ideal candidate came in the form of Standard Chartered Bank – a bank with headquarters in London but most of its operations in Asia, the Middle East and Africa. A deal between the two parties would, it seemed, offer RBS the chance to create a truly international operation while continuing to be based in Edinburgh. Talks were therefore duly opened in 1980. When Standard Chartered Bank proposed a ‘friendly’ merger, the RBS board responded favourably and went on to make a public announcement in 1981. The outline terms were then approved by the Bank of England.


  Within days, however, Hong Kong-based HSBC came forward with a rival offer and battle was joined. Trade unions were massively hostile. So, too, was much of Scotland’s business, political and industrial elite. The Scottish Office voiced its opposition, as did the Scottish Development Agency, Scottish Nationalists, the TUC, the Labour Party and leading Edinburgh financiers and economists. All argued strongly that foreign ownership would erode Scotland’s economic independence, lessen local career prospects and discourage the nation’s entrepreneurs. Scotland, they argued, should be the home of an independent bank complete with a Scottish headquarters, rather than become part of the grand plan of another company and country. (The fact that the Hongkong & Shanghai Bank had a history of being run by single-minded Scots was not mentioned.)


  Opposition didn’t only come from Scotland. ‘Not spoken aloud, but clearly below the surface,’ an Observer journalist wrote, ‘is a feeling that the secretive Hong Kong bank is perhaps a little too sharp and maybe not quite the proper sort of owner for a British clearing bank.’ The Governor of the Bank of England Gordon Richardson was similarly opposed. He told HSBC chief Michael Sandberg in no uncertain terms that his £498 million bid was ‘unwelcome’. Among his fears was a worry that HSBC would not subject itself to the Bank’s authority in the way that British-owned banks were obliged to do.


  Faced by a public furore, and a governor of the Bank of England up in arms, Margaret Thatcher’s government, which had come to power just two years before, felt it needed to act. It stepped into the fray and referred the two bids, the friendly offer from Standard Chartered and the hostile bid from HSBC, to the Monopolies and Mergers Commission. In January 1982 the MMC ruled against both, arguing that foreign dominance of the Royal Bank of Scotland would be against the public interest – even in the case of the proposed ‘friendly’ Standard Chartered deal.


  Economic patriotism this may have seemed. But the failed bid for RBS turned out to be the last of its kind and marked a watershed in the history of who owns British business. The mood music surrounding foreign takeovers was about to change radically as Thatcher led a revolution that would open up the markets to all comers. Deregulation would see the unblocking of Britain’s capital markets to overseas investment and the start of a takeover bonanza in which almost no major British firm – with the exception of a handful of defence manufacturers – would be immune to the advances of overseas groups.


  In themselves mergers and takeovers were, of course, nothing new to the Britain of the early 1980s. The giant Imperial Chemical Industries (ICI), for example, was not the result of organic growth over many years but the product of a four-way merger between the giants Brunner-Mond, Nobel Industries, United Alkali and British Dyestuffs Corporation. Back in 1926 the leaders of the four companies had used the seclusion of a trip by liner to New York to hammer out a deal that provided Britain with a new chemicals and industrial conglomerate, conceived as a national champion that would fly the Union flag across the globe. Nor was foreign involvement in British enterprise previously unknown. America’s General Motors – the home to brands Chevrolet, Pontiac and Cadillac – had rescued Britain’s ailing Vauxhall Motors with a $2 million friendly bid as far back as 1925.


  In the years after the Second World War, it was actually the government that led the way in the business of mergers and acquisitions. Britain’s economy grew rapidly in the late 1940s as peaceful production took over from armaments and Britain found itself in demand as a global supplier of goods that ranged from steel to ships and from aircraft to chemicals. Clement Attlee’s Labour government was convinced that bigger was better. It therefore amalgamated large swathes of the economy, including electricity and gas supply, the railways, aircraft production, airlines, steel manufacturing and even took the semi-independent Bank of England under state control. In a not dissimilar manner, the Conservative ministry that succeeded Labour examined the mass of small manufacturers involved in Britain’s defence trade and decided that amalgamation was the way to build a world-beating business. The 1957 defence White Paper proposed the rationalisation of aircraft production to meet the demands of mounting research and development. At that time there were no fewer than 20 British aircraft manufacturers. By the early 1960s, with government encouragement, the number had shrunk to three main groups: Westland, for helicopters, Hawker-Siddeley and the British Aircraft Company (the future BAE Systems) which brought together the aerospace activities of English Electric, Vickers and Bristol Aircraft.


  Harold Wilson’s Labour government, which came to power in 1964, further drove forward the merger agenda with the creation of the Industrial Reorganisation Corporation, designed to build domestic firms capable of competing with overseas challengers. Run by the former boss of Courtaulds Frank Kearton it set about creating a series of industrial giants. Among those to emerge were Arnold Weinstock’s GEC, ICL in computers and Swann-Hunter in shipbuilding. A rather less impressive example was the creation of Leyland from a combination of badly run volume car makers, including Austin Morris and Rover, and a bus and truck maker.


  Government, business and the City alike largely beat the same drum in the 1950s and 1960s. Their aim was to make the UK better able to compete on a fast-changing global stage and to harness its considerable technological skills in everything from aerospace to computers. They wanted to create great competitive industries able to take on the multinationals that were choosing to base some of their European operations on these shores. Foreign involvement certainly wasn’t ruled out. US car manufacturers Ford and General Motors, for example, were able to become embedded in the UK, bringing with them in the process American-style production line techniques. Nor was the UK blind to the potential for global free trade, as tariff barriers started to fall away, or to the potential for direct investment from abroad and by major multinationals.


  Nevertheless, direct foreign involvement tended to be the exception rather than the rule. Bids and deals were carefully policed by the Monopolies and Mergers Commission (although it has to be admitted that its major preoccupation at this time was the potential for price-setting by big new companies rather than concerns about ownership). Moreover, capital controls meant that it was all but impossible for a foreign predator to grab control of a major British outfit, except in cases of acute distress where the stark choices were government subsidy for loss-makers, overseas ownership, or receivership. The American conglomerate ITT, for example, was permitted to gain a foothold in the UK consumer electrical market in the 1960s because it offered to step in to save struggling radio and television manufacturer Kolster-Brandes – which traded under the KB brand. In any other circumstances it is hard to believe that their bid would have been welcomed.


  There was a problem, though: Britain’s grand plans didn’t work. By the early 1950s, the country was beginning to lag behind other industrial nations, including a re-emergent Germany and Japan. A decade later and things were no better. The United States, Japan, Germany and others were all increasingly challenging the UK on its home turf, in high growth sectors from cars to electrical engineering, from electronics to office machinery.


  The fact that Britain had a Commonwealth to trade with was not enough to offset its difficulties. In the immediate post-war period when there was little competition from other industrial powers the UK economy looked robust enough. But as the infrastructure of the wartime foes was repaired, the shortcomings of Britain’s lack of investment in new factories, plant and machinery was badly exposed. The UK’s Victorian factories and pre-war machinery was no match for the German and Japanese embrace of the best new technology and machine tools.


  Moreover, nationalisation of large parts of the British economy by the post-war Labour government proved counter-productive. The heavy hand of government weighed on these newly created industries, creating overmanned and unnecessarily bureaucratic companies. Things were scarcely made better by restrictive practices on the part of unions and by relatively high wage settlements. And there was a lack of investment: in a country where social security and the National Health Service were understandably highly valued, ministers competing in Cabinet for funds for nationalised enterprises found themselves at a disadvantage.


  The private sector struggled too, undermined by a short-term attitude to investment and growth. Anglo-Saxon capitalism was a useful tool in concentrating owners but too many of the companies and their directors were insufficiently interested in long-term success. The tyranny of funding the rising dividend payout and buoying up the share price had a tendency to overwhelm all other goals.


  Clearly, then, the creation of giant companies was not enough in itself to kickstart the economy. Advocates of takeovers would have argued, as they always do, that companies that grow through merger and acquisition are better able to compete on a global scale, that they can operate more cost-effectively and grab a larger share of the market. In reality, this didn’t happen in the decades after the war – and in fact there’s not much evidence that it works now.


  The British approach contrasted strongly with those of such countries as Germany. There the presence of the Mittelstand, the vast collection of medium-sized businesses that have remained in family control for generations, produced a different form of capitalism focused on long-term survival rather than immediate gratification. The family element meant that firms were largely immune to tinkering of the kind undertaken in Britain and were more focused on investment. Japan operated a very different system too. There the ‘integrated national system’ placed the national interest above those of the individual or the investor. The result was a system of lifetime employment, seniority-based wages and consensus-based decision-making which allowed its great corporations to build inexorably and conquer new markets.


  When Margaret Thatcher took power in 1979, she inherited an economy that was staggering badly. Repeated sterling crises, balance of payments deficits, strikes and soaring national debt had taken their toll. Inward investors were wary of the UK. They worried about its abysmal industrial relations record and were intimidated by the constant threat of IRA terrorism. It’s scarcely surprising, then, that overseas ownership of UK firms stood at just 3.6 per cent – an all-time low.


  Thatcher knew that something had to be done, but her initial approach was quite cautious. As Eric J. Evans noted in his book Thatcher and Thatcherism:


  Thatcher presented herself as someone passionate for change in order to rebuild Britain’s morale … but she frequently relied upon canniness and caution which was a vital, if understated, part of her political make-up.


  That said, while in opposition she had started to formulate a new philosophy that in time came to dominate her thinking: neo-liberalism. This was a term originally coined by the German economist Alexander Rüstow as far back as 1938, but it has largely come to be associated with the doctrines of the Austrian-born Friedrich Hayek, the twentieth-century economist turned political philosopher, whose magnum opus was The Constitution of Liberty – a book Thatcher famously banged down on the table at a meeting with her staff, saying: ‘This is what we believe.’


  Hayek and other leading economists like America’s Milton Friedman were proponents of the small state, free markets and entrepreneurialism by deregulation. In each respect their views ran contrary to the received wisdom that had shaped post-war Britain. But they had influential supporters. Veteran Conservatives such as Enoch Powell and Sir Keith Joseph were enthusiastic economic neo-liberals. So, too, was Sir Alan Walters – who became Thatcher’s economics guru – and Liverpool University’s Professor Patrick Minford. All had Margaret Thatcher’s ear, and she came to rely on their arguments and insights.


  Writing in the New Statesman in November 2010, the Labour grandee Lord Hattersley described the economic philosophy that emerged after Mrs Thatcher’s election in 1979: ‘Its defining principle was the efficacy of the market, as a guarantee of competitive efficiency and as a method of determining the allocation of resources and patterns of remuneration.’ There was an evangelical force to it too. As the late American-born philosopher and thinker Shirley Letwin argued in her book The Anatomy of Thatcherism, the driving forces behind Thatcher’s popular capitalism weren’t just economic; they also included ‘moral and social virtues’.


  In practical terms three basic prongs of economic Thatcherism emerged: breaking the hold of trade unions, lifting the burden of government control over large parts of the economy’s infrastructure, and unleashing the power of the individual. Things didn’t happen overnight, nor were the first steps towards economic reform taken without considerable initial pain – the early 1980s saw a swift rise in levels of both inflation and unemployment. Nevertheless, the building blocks were gradually laid. Thatcher’s own political convictions told her that nationalisation and government ownership of large sectors of the economy from power generation to airlines had been a terrible error. Public ownership was a burden which stymied innovation and initiative. It was not the job of government to run businesses. Moreover, selling off public assets promised to yield much needed government cash (and it wasn’t without precedent: fresh in people’s memories was the selling of 17 per cent of government shares in BP in May 1977 by James Callaghan’s Labour government, at the behest of the International Monetary Fund and in order to raise a large sum of money quickly).


  The early sell-offs, up to 1983, were relatively small-scale and tentative, one of the first being the science firm Amersham International, which arguably should never have been in state hands in the first place. It was sold for £70 million. Eventually, in 2003 the former state-owned group, with a reputation for medical innovation using nuclear technology, was to be sold to America’s vast General Electric group for £5.7 billion. Unusually, GE Healthcare decided to fold its operations into Amersham, making it one of the few modern takeovers that brought with it genuine inward investment.


  Next on the list was a small nationalised company, the National Freight Corporation (NFC). Proposals to privatise the NFC, set up originally by the Labour government of 1948, were contained in the Tories’ 1979 election manifesto. The NFC had assets valued at £100 million. As a government-owned transport conglomerate it had swallowed several well-known logistics companies, including BRS, National Carriers, Roadline UK, Pickfords Removals, Pickfords Travel and Tempco International. NFC employed 26,000 people, and possessed 18,000 vehicles operating from 700 locations. It was Europe’s largest single freight company and had about 10 per cent of the UK road haulage market. The company was sold to its management and the National Freight Consortium was established in February 1982. Seven years later it was floated on the London Stock Exchange.


  The success of the NFC privatisation encouraged Thatcher to get after her bigger targets and the years 1983 to 1987 would prove to be the ‘golden age’ of privatisation. Revenue was still an important factor in driving things forward. Despite Thatcher’s efforts to reduce public spending, higher unemployment meant that by 1983 the government’s finances were deeply in the red, with a deficit of around 4 per cent of GDP. Constant injections of cash were needed.


  But ideology became increasingly critical too. The Conservatives wanted to change Britain’s political culture and popular capitalism became a buzzword. If people had a direct financial stake in the economy, it was argued, they would have a direct stake in its future success. It seemed a recipe for economic and social stability and progress.


  One of the ways Mrs Thatcher stamped her authority on the free enterprise agenda was to chair the Cabinet sub-committee responsible for her government’s early privatisations. This allowed her to retain control and micro-manage events. Asked about this, she likened her role to a coach-driver whipping the horses. She relied on her advisers, from the Treasury and her own policy unit, to make sure the horses felt the sting of the lash! She now knew that allowing private individuals to buy into the former state-owned businesses was a sure winner with a British public who liked a ‘punt’. The government could set the price of shares in the previously nationalised industries and utilities and so virtually guarantee profits for small investors and bolster the public coffers at the same time.


  The apparent success of privatisation in Britain saw the idea find a firm footing around the world. Government, administrative and legal teams were sent to London to study how it was done. On almost every continent, privatisation programmes would be set in motion. The expertise of the investment banks based in London provided a new and valuable stream of income for City firms. The UK’s pioneering of privatisation was regarded in some quarters as Britain’s biggest contribution to the political economy since the British economist John Maynard Keynes gave the world ‘Keynesianism’.


  Following the early successes, fundamental parts of the nation’s infrastructure which had been in public ownership – energy, telecoms, water and other utilities – were offered for sale. The £4 billion disposal of British Telecom in 1984 engendered great public enthusiasm, its success exceeding Thatcher’s wildest expectations. With the offer oversubscribed almost tenfold, the result was instant profit for the 2.3 million applicants.


  In 1986 came the turn of British Gas and 14 regional public electricity suppliers who between them enjoyed a monopoly of gas and electricity supply to all domestic energy customers. An unashamedly down-market ‘Tell Sid’ advertising campaign sought out those who had never previously owned shares. The TV ads even managed to convince Labour’s traditional voters that the government was handing out ‘free’ money. Some ten years later further deregulation of the energy markets would see consumers free, for the first time, to shop around for the best deal.


  British Airways, viewed as an embarrassingly bloated national carrier which seldom showed a profit, was floated a year later. This came after a four-year struggle to sell it off, which had been stalled by American legal complications. It required the personal intervention of Thatcher to persuade President Reagan to end a Grand Jury investigation that threatened the offering.


  BA was finally sold in February 1987 and would soon be transformed into one of the world’s best and most profitable airlines. Also in the first half of that year, and on the back of a rip-roaring stock market, Rolls-Royce and British Airports Authority were floated successfully. The key role of Rolls-Royce in the defence of the realm, as a maker of the engines that powered the nation’s fighter jets, meant it was largely ring-fenced from overseas predators. Indeed, it was not until 2011 that the company won the right to appoint a foreign chief executive or chairman if they turned out to be the best person on the job. Even though it ran the nation’s airports BAA did not enjoy the same status and was to become a victim of one of the most widely disparaged foreign takeovers when it fell victim to a Spanish bid in 2006.


  The de-nationalisation of the water industry was next, much of it, too, eventually ending up in overseas ownership. The sale meant that when Thatcher left office in 1990 only a rump of the old public sector remained. By the end of the decade 50 big companies had been sold or were scheduled for sale – more than two-thirds of the industrial assets owned by the state in 1979.


  Unleashing entrepreneurship and freeing business from the shackles of government became almost an obsession and it happened at all levels. In Southend in Essex in the early 1980s the local borough council handed refuse collection and street cleaning to a private company, Brengreen, run by David Evans, who later became a Conservative MP. Evans’s sales pitch was that council-delivered services were being run for the benefit of staff rather than ratepayers: Brengreen could do it cheaper and better. Word spread, and within a couple of years many more councils were contracting out refuse collection and street cleaning services.


  At a national level, the sums raised from privatisation were substantial. It has been estimated that almost £19 billion was raised between 1979 and 1987. The sale of other publicly owned behemoths, such as British Rail and British Steel, followed. The latter, which lost more than £1 billion in its final years as a state concern, became the largest steel company in Europe after forging a merger with its Dutch competitor Hoogovens. As for the coal industry, John Major’s government went on to sell off the remnants for £1 billion. Overall, in the 18 years of Conservative government up to 1997, over £60 billion of UK business assets were transferred from the state to the private sector. The proceeds vanished into the black hole of public spending.


  The privatisation of key industries and assets was to have major repercussions later in terms of growing foreign ownership of previously British enterprises, but this would not have been possible if the privatisation drive had not been accompanied by an opening up of the City and of the financial sector generally.


  The City had long been critical to the nation’s prosperity, but in the course of the twentieth century it had increasingly lost the dominant position it enjoyed in Victorian times to Wall Street. By the 1960s and 1970s it seemed a rather archaic place with its strict dress code and old-fashioned business practices. Yet this was precisely the period when it experienced a renaissance. Irked by heavy-handed regulations on Wall Street, international finance started to flood back to London, encouraged by the Bank of England’s very light monitoring of foreign banks. Over the next few years London became the centre for trading Eurodollars, Eurocurrency and Eurobonds. These comprised foreign holdings held outside the issuing country.


  The City’s appeal to overseas financiers included the depth of its markets, its long tradition as a financial entrepôt, its handy location in the time zone between America and the Far East and the
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