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  INTRODUCTION


  THE DECADE OF GREED AND LIVE AID


  First, you had to find a ticket. They could fit 80,000 in Wembley Stadium even with a massive stage at one end, but there were many more than
  80,000 kids who would have liked to have been there on 13 July 1985. Some queued all night outside the ticket points. Tickets cost £25, at a time when jobs advertised in the local Jobcentre
  paid £1.20 an hour or less,1 making it probably the most expensive live show that many in the crowd had ever attended. Yet no one complained,
  because there was a promise that £20 out of that £25 would go towards famine relief in Africa, and, more to the point, that the precious square of watermarked paper was a pass to the
  Greatest Gig in the Galaxy.


  The crowd began to pour in as soon as Wembley’s gates opened at 10 a.m., two hours before the start. Some people had numbered seats in the stands; the rest staked out patches of ground on
  the tarpaulin-covered pitch. The more ambitious had brought blankets and cool boxes, thinking it was a good day for a picnic, but they were soon disabused as the crowds piled in, pushing everyone
  forwards, until they realized that they were going to spend the whole day on their feet, with just about enough space to wave their arms. This was a problem for anyone who was hungry or needed the
  toilet during that long, hot day. Beating a path out of the crowd was difficult enough; the really tricky part was finding the way back to rejoin friends amid a sea of sun-baked bodies. Stewards
  sprayed the crowd with hoses. The fans begged them to keep doing it. Light rain in the early evening came as a relief.


  At last, there was a roar from the crowd as something stirred on the distant stage. It was noon, and to a loud fanfare that day’s king and queen of rock ’n’ roll had entered the royal box, accompanied by the putative future king and queen of the United Kingdom. First on was Paula Yates, in a jeans suit with close-cropped dyed white hair,
  carrying her bewildered infant daughter, Fifi Trixibelle. Next, Bob Geldof, scruffy in sweatshirt and jeans jacket. He was hardly still all day, running on adrenaline, rushing from his seat on to
  the stage to perform with the Boomtown Rats, or to a nearby studio to harangue a live, worldwide television audience, estimated by the BBC at 1.5 billion viewers in 160 countries. At one point in
  the day, he caused a ripple of disapproval as he swore on live television. He was expected to read out an address to which donations could be sent but exclaimed ‘fuck the address’, and
  instead gave out a telephone number. It did not stop the money coming in. He was seen on camera taking a call from the Sheikh of Kuwait, who gave £1m.


  By contrast, the man who filed into the stadium beside him had probably never experienced an adrenaline rush in a lifetime in the public eye. Prince Charles looked older than his thirty-six
  years and quite out of place, in a dark suit with a folded white handkerchief in the breast pocket, striped pale-blue shirt, tie, and perfectly combed and parted hair that left his large ears in
  view. He endured the music with a fixed smile, apparently feeling overdressed. ‘I’ll have to buy myself a pair of denims,’ he is alleged to have muttered.2 At one point, he leant over to invite Geldof, in a whisper, to a concert at Buckingham Palace the following week, where they would be playing Bach and
  Handel.3 But, the handsome young woman at his side, in a low-waisted, short-sleeved pale-blue dress with padded shoulders, was having the time of her
  life. Princess Diana was the most photographed woman in the world. To look like Diana was the summit of many a teenage girl’s sartorial ambition. Her influence was one reason that padded
  shoulders had stayed fashionable years after models had walked the Paris catwalk without them; one fashion writer accused Diana of having pads that ‘zoom ever further off into the outer
  limits of Dynastic bad taste’.4 (Or perhaps the blame should be directed at the boy-kings of fashion, Duran Duran, Diana’s favourite band,
  or at Joan Collins, the grande dame of the American TV soap Dynasty.) Diana had lived under the public’s gaze for more than four years, but still had a way of lowering her head as if
  she were trying to hide her face behind her short blonde hair. It was already rumoured that the royal marriage was not the happy-ever-after romance that it had first appeared to be. Their
  contrasting musical tastes were just one aspect of their incompatibility.


  After a few bars of the national anthem, the audience went wild with excitement as those old 1960s rockers, Status Quo, strutted on stage looking like ‘a cartoon encapsulation of
  everything rock ’n’ roll is supposed to be – ordinary blokes with long hair in denims playing 12-bar load’,5 to perform ‘Rocking All Over the World’. There were no support acts during this unique concert; every band was big enough to top the bill, almost every number performed
  was a rock classic. Between the acts, there were sombre interludes as the crowd was shown images of hunger and poverty in Africa. It is a tall order to expect adolescents who have paid money and
  travelled long distances to hear live rock, to sit patiently through an instructive film about hunger and poverty, but on this unusual day even these bleak messages were received in respectful
  silence, particularly when ‘Drive’, by The Cars, which included the line ‘Who’s gonna pick you up when you fall down?’, was played as the soundtrack to a searing video
  of a child weakened by hunger and struggling to stand up on thin legs. By nightfall, Live Aid had raised £30m, three times what had been expected.


  The worst that could be said about that extraordinary day was that most of the people in the crowd had very little idea of the scale and complexity of Africa’s problems; £30m was an
  astonishing sum to raise from one charitable event, but it was nowhere near enough to impact on world affairs. As a comparison, two months after Live Aid, the British government sealed an arms deal
  with Saudi Arabia that was worth £43 billion, or more than 1,400 Live Aid concerts. The slush fund that the British contractor BAE set aside in Swiss and Panamanian bank accounts to pay
  commissions, or bribes, to various middlemen involved in the arms deal is thought to have been more than three times the amount raised by Live Aid.6


  Geldof, to his credit, was quick to realize that if he was to take famine relief seriously he would have to immerse himself in the politics of world trade, because all the energy and goodwill of
  that summer’s day hardly made a ripple on Africa’s problems. Even so, Live Aid was one of the greatest displays of generosity that Britain has ever seen, and it is the single most
  lasting image of Britain in the 1980s – which might seem odd, because the decade is not thought of as a charitable one. In the USA, the 1980s is known as the ‘decade of greed’
  because of the way light regulation and tax changes allowed money to pour into the bank accounts of those who were already wealthy, creating a culture in which the corrupt investor Ivan Boesky told
  an audience in California that ‘you can be greedy and still feel good about yourself’.7


  There was a similar phenomenon in 1980s Britain, though the phrase used to sum it up was not coined by an investor but by a satirical stand-up comic, Harry Enfield. It was the
  ‘loadsamoney’ culture. Salaries were rising, and the higher tax rates had fallen and fallen for those who were paid enough to be affected; the generous cuts came at the start of the
  decade, but the biggest of all was in 1988, when the top rate went down from 60p to 40p, which put up the disposable income of the well-off by up to one-fifth overnight.
  It was one of those rare cases when London led the way, and Washington followed. When Ronald Reagan was inaugurated as president of the USA in January 1981, the phenomenon known in Britain as
  Thatcherism was already almost two years old.


  The politics of the 1980s was dominated by Margaret Thatcher – who was prime minister from May 1979 to November 1990 – in a way that no other decade is associated with one
  individual. And there is no other prime minister about whom opinion is so divided. Her arrival in Downing Street brought hope to people who feared that a sickness had overtaken the western
  democracies, in which individual liberty was being sacrificed to an obsession with social justice. One of the many messages of congratulation sent to her in May 1979 came from California, from
  Milton Friedman, the Nobel Prize-winning economist who had developed the theory called monetarism, which hypothesized that the government’s first and almost its only responsibility in
  managing the economy was to ensure that the currency was sound. The orthodox ideas that the state should intervene to keep prices and wage inflation under control, or increase public spending to
  escape from recession, were rejected by monetarists such as Friedman, who would later take up a post as President Reagan’s economic adviser. Thatcher and the new chancellor of the exchequer,
  Sir Geoffrey Howe, were the first converts to monetarism to hold office in any democracy. Hence the enthusiasm of Friedman’s telegram, ‘Britain can lead us all to a rebirth of freedom
  – as it led us all down the road to socialism’, and the solemnity of Mrs Thatcher’s handwritten reply, ‘The battle has now begun. We must win by implementing the things in
  which we believe.’8


  The ‘we’ in that sentence was not meant to be all-inclusive. The beliefs that Mrs Thatcher held with such conviction were minority beliefs. There was not even a majority for them in
  the Conservative cabinet, but she was very confident that public opinion would rally if she held fast and explained herself clearly. Not for her the middle ground where consensual politicians build
  their majorities on bland statements with which no one could disagree. So little of what so many politicians say is worth memorizing that the few quotations that people can remember usually turn
  out to be inaccurate. Thatcher’s predecessor, Labour leader James Callaghan, never said ‘crisis, what crisis?’ Nor did her cabinet ally Norman Tebbit precisely tell the unemployed
  to get ‘on your bike’ to look for work. But the things people think Margaret Thatcher said, she did indeed say, including her pronouncement that ‘there is no such thing as
  society’.9


  When she said this, she was expressing a widely shared view that the welfare state was too bloated, too much of an expense for people who worked hard and paid their
  taxes, and too easy an option for those who preferred not to work at all, if they could avoid it. When Mrs Thatcher’s father was building up his business, it was success or ruin; there was no
  safety net to catch him if he fell. Necessity made him self-reliant. Mrs Thatcher feared that the welfare state was sapping that self-reliance and she wanted to remind those who fell back on it
  that they were creating a burden that other people had to carry. It was not something she said on the spur of the moment, but a long-held belief. In 1979, she included a similar sentiment in her
  handwritten notes for a speech she was preparing. She wrote that there is ‘no such thing as a collective conscience, collective kindness, collective gentleness, collective
  freedom’10 but was persuaded by advisers not to be so blunt in public. Eight years later, after she had steered her party through three general
  election victories, there was no need to be so cautious.


  It has been said many times that she created a more selfish society, in which the rich flaunted their wealth and the poor were forgotten. Since the Second World War, the United Kingdom had been
  slowly but steadily becoming a more equal society, as the gap between richest and poorest closed. The Thatcher government reversed that. Between 1949 and 1979, the share of the nation’s
  wealth received by the top 1 per cent fell from 6.8 to 4.7 per cent; in the next ten years, it rose to 7.1 per cent. In 1980, a man in the top 10 per cent of earners would, on average, have been on
  2.5 times the weekly income of a man in the bottom 10 per cent, after income tax. By 1990, it was more than 3.5 times.11 This was achieved partly
  through tax reductions and deregulation, which allowed net incomes to rise at the top end of the pay scale. Further down, restrictive laws to curb trade unions kept a check on wages. A week after
  Live Aid, the government turned its attention to the very lowest wages. There were certain groups of workers, such as hotel and restaurant staff and shop assistants, who were protected by the
  government through agencies known as wages councils, established by Winston Churchill early in the century to set the minimum pay rates for groups of employees who were not protected by strong
  unions. In July 1985, the government announced that in future no one under the age of twenty-one would be protected by wages councils. Teenagers who had responded to Bob Geldof’s call to give
  to the needy would be repaid with lower-paid jobs. The government believed that lower pay would lead to more jobs, much needed when unemployment was heading up towards the post-war peak of more
  than 3m that it reached early in 1986.


  Nineteen weeks before Live Aid, there was another symbolic image that burned into the memories of those who were alive at the time. The politically minded would say it
  was more memorable even than the concert in Wembley. Columns of miners marched under their lodge banners back to the pits, defeated, after one of the longest and bitterest strikes in history. The
  National Union of Mineworkers (NUM) was one of Britain’s most politicized unions; its president, the charismatic Arthur Scargill, was a Marxist and its vice-president was a Communist, but the
  cause for which the miners struck was deeply conservative. They wanted to conserve their way of life. They wanted to go on living in pit villages, working down mines owned by the government, and
  where there was coal that could not be extracted profitably, they wanted the National Coal Board to keep them open anyway, running at a loss subsidized by the government. But Mrs Thatcher believed
  that too much industry was owned by the state, that too much was subsidized and that the authority of the elected government was being challenged by an alien organization, the domestic equivalent
  of the Argentinian junta that challenged British authority by trying to seize the Falkland Islands in 1982. To her, the miners’ union was the ‘enemy within’ – another famous
  quotation attributed to her that turns out to be wholly accurate.


  The miners’ defeat was the most serious reverse that the British trade union movement suffered in its long history. The unions had become used to being treated almost as partners in
  government, with a part to play in setting wage levels, drawing up industrial law and developing economic policy. Mrs Thatcher put an end to that. When she came to power, there were 167 unions
  affiliated to the Trade Union Congress (TUC) that a combined membership of 12m, plus other professional organizations outside the TUC that did not shy away from industrial action. The Transport and
  General Workers’ Union (TGWU) alone had a membership of more than 2m. That was the high point of union power; from that point onwards it was all downhill. The strikes that broke out in the
  late 1970s, including those that occurred in the winter of 1978–9, actually had less impact on everyday life than the miners strike of 1972 (which put everyone on a three-day week), or the
  earlier postal strike that meant everyone went without mail for two months; but too many strikes had worn away public tolerance. Even paid-up union members were declaring that unions should be
  curbed. Mrs Thatcher’s government tapped ruthlessly into the changing public mood by cutting the trade unions out of all decision-making and passing laws to curb their freedom of action. In
  this confrontation, the government was the stronger side. As the decade ended, major strikes had become almost a thing of the past.


  Generally speaking, on economic issues the government succeeded in carrying public opinion with it. Its trade union legislation, the tax reforms, the selling-off of
  nationalized industries and the attacks on local government spending all provoked ferocious opposition, but the opposition never really had public opinion behind it until Mrs Thatcher overreached
  herself in 1989 by introducing the poll tax.


  In the circumstances, it might be expected that right-wing opinion would also carry the day on other issues, such as sexual morality or race relations. Perhaps surprisingly, this did not happen.
  People who were basking in the experience of having ‘loadsamoney’ may have been selfish, but they were not trying to force everyone else to be like them. Race and sexuality were the
  greatest social issues of the 1980s, and on both counts society was more liberal at the end of the decade than at the start. In the final years of Nelson Mandela’s long imprisonment an
  increasing number of white Britons saw him as a prisoner of conscience, despite the prime minister’s unchanging belief that he was the head of a terrorist organization. It is claimed that
  gays suffered a setback at the government’s hands with the introduction of Clause 28, which banned local authorities from ‘promoting’ homosexuality. Gay men suffered something
  much worse than a setback in the 1980s, not from bigots, but from the AIDS epidemic, while Clause 28 had almost no effect on them. The only harm it really did was to the Conservative Party, which
  had to spend years trying to shake off its reputation as a party for bigots.


  Though there was a great deal more political activism in the 1980s than in the two decades that followed – more marching, protesting and standing on picket lines – it should not be
  forgotten that most people did not become involved if they could avoid it, but got on contentedly with their lives. Despite the economic and political upheavals, there were plenty of visible signs
  that life was getting better, including the arrival of new time-saving or leisure-improving technology. The first video cassette recorders went on sale in 1978, giving rise to the possibility that
  people could free themselves from the television schedules and watch the programmes of their choice at the time of their choosing. The cheapest VCR advertised in the Birmingham Evening Mail
  in January 1980 cost £172.80, whereas a washing machine or a fridge freezer could be bought for £140, and a black-and-white television for £70. It was during 1980 that the first
  affordable home computer, the Sinclair ZX80, went on sale; it had no sound or colour, and was very slow, but it cost less than £100. People in the larger towns had recently been introduced to
  the new machines in the walls of banks, where they could use plastic cards to withdraw cash, but never more than £50 at a time. Shoppers who visited the Keymarkets
  store in Spalding, Lincolnshire, would have noticed something unusual. In 1979, this shop was the first in the UK to introduce scanners that read the barcodes on certain products, starting with
  Melrose tea bags. In 1980, barcodes spread for the first time beyond the grocery trade, when they were introduced by WH Smith.


  For male university students, the most interesting innovation of 1980 was the noisy, bulky Space Invaders machines that turned up in every student bar. For teenage schoolchildren, the biggest
  intellectual challenge of 1980 was trying to solve Rubik’s Cube. This new craze was a three-dimensional puzzle, devised in the 1970s by a Hungarian sculptor and licensed by Ideal Toys in
  1980, comprising six faces covered with nine stickers in six different colours, which could be turned independently, mixing the colours to one of 43,252,003,274,489,856,000 permutations. The
  challenge was to turn them back again so that each face was a solid colour once more. By September 1981, 50m cubes had been sold, fifty books had been written about it and there was a magazine
  devoted specifically to the cube, edited by David Singmaster, a mathematics lecturer from London’s South Bank Polytechnic. Children were better at it than grown ups; some could solve it in
  seconds while an adult could sweat unavailingly for hours. A twelve-year-old boy named Patrick Bossert, from Ham, Surrey, devised a system for solving the cube in thirty-five seconds, which he
  wrote down on two sides of A4 and sold to other children at his school for 30p a copy; Penguin bought the rights, and You Can do the Cube sold 500,000 copies in four weeks, and 1.4m in all,
  making it the fastest selling title since Lady Chatterley’s Lover. Its young author had to take action in the high court to prevent pirated copies going on sale.12 Hobbies such as this were more fun and less divisive than politics.


  Even in 1981, when the inner cities were torn apart by race riots, there was a yearning in society to put aside ideology and civil conflict, and muddle along together. In that year, for the
  first and only time in the twentieth century, a new political party made an impact on national politics. This was the meteoric Social Democratic Party (SDP), formed in reaction to the left-right
  divide separating Labour and Conservatives, and which looked briefly as if it might be the next governing party, but which had gone out of existence by 1989. The same longing for something
  uncontroversial and unifying explains the astonishing popularity of the royal wedding of 1981, and the cult of Princess Diana. It also goes a long way towards explaining the phenomenon of Live Aid,
  which offered the young a way to be involved in one of the great issues of the time, without being divisive or dull.


  In 1980, the developed world was cut in two by the military border that ran through Germany, between the communist and capitalist blocs. They had learnt to coexist, but
  no one knew how long peaceful coexistence could last. The capitalist system was more dynamic and more successful economically than its rival, but once communism took hold of a country, it seemed
  that nothing could turn it back. No established communist system had ever been dismantled or overthrown from within. People expected this contest between rival systems to continue indefinitely.
  Instead, they saw it coming to a quick, decisive and non-violent end. As communism rolled out of Eastern Europe in 1989, an American philosopher forecast that the end of history was
  approaching13 and that every other political system in the world would evolve into the western model of liberal capitalism.


  These developments were mirrored in domestic politics. Since 1945, the UK had edged towards becoming more ‘socialist’, with free medicine, free schools, state pensions and more than
  40 per cent of the country’s industrial capacity owned by the state. Within the Labour Party, there was a vigorous movement led by Tony Benn to give the country another sharp push in the same
  direction. Mrs Thatcher, however, was determined to ‘roll back the frontiers of socialism’,14 which she succeeded in doing. Though her
  economic legacy is highly controversial, no government has attempted to undo it. The Thatcherite mix of privatized utilities, low taxes for the highly paid and restrictive trade union legislation
  survived even thirteen years of Labour government. The end of ideology changed the language. Words like ‘Marxism’ and ‘capitalism’ went out of everyday use, while
  ‘political correctness’ and ‘spin doctor’ entered the language, as people stopped thinking about where politics might go and turned their thoughts to personal behaviour and
  the political process.


  More change and more conflict were crammed into the 1980s, particularly the first half of the decade, than any other decade in the second half of the twentieth century. Out of political chaos,
  Britain arrived at a settlement that lasted, for better or worse. The way we live now follows directly from the tumultuous events of the 1980s.



    
  


  CHAPTER 1


  A LADY NOT FOR TURNING


  In the middle of the afternoon of Friday, 4 May 1979, Margaret Thatcher stood outside 10 Downing Street and recited a quotation attributed to St
  Francis of Assisi:


  
    
      
        
          
            Where there is discord, may we bring harmony.


            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.

          

        

      

    

  


  The Conservatives had won 339 seats in the House of Commons, with Labour reduced to 269. For the first time in British history, a woman was to hold office as prime minister. It
  was this, more than the change in the government’s political colour, which was the day’s main talking point; people did not realize that they were at a milestone in British political
  history, as significant as the Labour victory in 1945. That inveterate diarist Kenneth Williams, too busy during the day of the election to check that Thatcher had won, was pleased and impressed by
  what he saw on the evening news. He noted: ‘Maggie has seen the Queen and is now the first woman PM in Europe and it’s the first time since Macmillan that we’ve had a leader with
  style and dignity.’1 The playwright Lee Hall witnessed a contrasting reaction in Newcastle upon Tyne: ‘My abiding memory of my first
  year in secondary school in 1979 was the teachers’ long faces the day after Margaret Thatcher was elected prime minister. There was a real sense of despondency which I did not
  understand.’2


  But even the despondent teachers in north-east England could take comfort in the thought that a lot of prime ministers had come and gone during their lives. Mrs
  Thatcher was the fifth in sixteen years – the sixth, if Harold Wilson was counted twice. Politics had been like a swing door since the Labour victory of 1964, with one party governing for
  four to six years then the other taking over. There was no reason to think this government would last beyond 1984, or make much impact on society. Its manifesto was no more right wing than the one
  on which the Conservatives had won the 1970 election, which was abandoned when it collided with reality, as was that ‘irreversible shift in wealth and power towards working people’ that
  Labour had promised in 1974. As Mrs Thatcher stood waving on the Downing Street steps, the men in the picture – her husband Denis and two uniformed police officers – towered over her;
  and with her rigid hairdo, short jacket, pleated skirt, her high heels that threatened to topple her forwards, her drooping handbag, high-pitched voice and earnest, humourless, hectoring manner,
  the woman did not look as if she was built to last. Tony Benn, then an ex-cabinet minister, was brimming with optimism. After surrendering his Whitehall pass and seals of office, he recorded:
  ‘This is probably the beginning of the most creative period of my life. I am one of the few ex-ministers who enjoy opposition and I intend to take full advantage of it.’3 Within a couple of years, Thatcher and her government were so unpopular that it would have taken a very bold punter to bet on their survival.


  The Bennite Left and the Conservative Party agreed on one thing: there was a serious crisis that required drastic action. Margaret Thatcher’s and Tony Benn’s generation was brought
  up in a world in which the United Kingdom was one of the superpowers, with an empire on which the sun never set. In their lifetime, that empire had been reduced to scattered fragments and the
  British economy had slipped remorselessly down the international league table. Between 1954 and 1977, Germany’s gross domestic product (GDP) had grown by 310 per cent, France’s by 297
  per cent and the UK’s by just 75 per cent. In 1954, the British workers were substantially better paid than their equivalents in France or Germany. By 1977, average wages in Germany were
  nearly double those in the UK. ‘We are not only no longer a world power, but we are not in the first rank even as a European one. You have only to move about western Europe nowadays to
  realize how poor and unproud the British have become in relation to their neighbours,’ is the lament of Sir Nicholas Henderson, the British ambassador to France, in a
  ‘valedictory’ written for the eyes of his superiors at the Foreign Office as he approached retirement.4


  Sir Nicholas, who was known also as ‘Nicko’, was a seasoned diplomat whose ‘professionalism, cultivated tastes, rumpled charm and attractive if
  studied eccentricity won him trust and affection wherever he was posted’.5 He was there when Winston Churchill and Clement Attlee joined
  Harry Truman and Josef Stalin at the Potsdam Conference to discuss the shape of post-war Europe. His valedictory was not meant to be published but was leaked a month after the Conservatives came to
  power. Mrs Thatcher praised it as a ‘very, very interesting dispatch’; the new foreign secretary, Lord Carrington, told Nicko privately that it was ‘identical’ to the
  Conservative election manifesto,6 and instead of being made to retire, as expected, Nicko was promoted to the most prestigious job in the
  diplomatic service, as ambassador in Washington, so we can take his words as an accurate reflection of the Conservative state of mind in 1979.


  A variety of reasons have been given for Britain’s relative decline after the Second World War, including a very high military budget. Sir Nicholas singled out three reasons that should be
  addressed, and it can be assumed that the new government agreed with his choices. They were a weak foreign policy, poor industrial management and, particularly, the power of the British trade
  unions. When French or German workers went on strike it got them nowhere, he claimed, whereas ‘nearly always in Britain in recent years a strike has led to a very favourable settlement for
  the employees’.


  A few months before Nicko wrote his valedictory, Britain had been through the now infamous ‘winter of discontent’, which began in autumn 1978 and lasted until the following February,
  when there was a rash of strikes that did severe damage to the reputation of the Labour government. This period acquired an almost mythical status throughout the 1980s, as Conservatives referred to
  it again and again as a dreadful warning of what might happen if the Labour Party, funded by the trade unions, was to return to power. The strikes, however, were a symptom of a more invasive
  malaise that had been affecting everyone’s lives continually for years – the continual shrinkage of the value of money. The pound sterling had not been doing well even before the
  oil-producing nations hiked up the price of oil in 1973; since then, it had been in intensive care. In summer 1975, the annual rate of inflation reached a peak of almost 27 per cent. It had dropped
  by the end of the 1970s, but was still alarmingly high. This made it difficult for people to keep a basic idea of what a unit of currency was actually worth. Most food and drink had quadrupled in
  price in the ten-year period from 1970 to 1980, as this table of a few basic prices shows:


  
    [image: ]

  


  For most people, these rising prices were offset by equally fast rising incomes, which year by year changed people’s idea of how much money you needed to be earning to call yourself rich.
  In 1970, someone on a salary of £3,400 a year was at the prosperous end of the middle class and could afford a house, foreign holidays and private-school education for the children. As 1980
  dawned, the lowest paid employees of ICI were on £66 a week (£3,432 a year), and that was before that year’s pay round.8 The
  minimum pay for a nurse was set in July 1980 at £80.71 a week, a 13 per cent increase9 compared with £15.0/6d. (£15.02)
  ten years before.10 A graduate with an engineering degree could realistically aim for a starting salary just under £100 a
  week.11 An MP’s salary rose from £3,250 in 1970 to £11,750 in June 1980. MPs’ expenses were not a political issue, so the
  annual office allowance could rise in the same period from £500 to £8,00012 without anyone remarking on it. Edward Heath’s
  salary, when he became prime minister in 1970, was £17,250. In July 1980, Margaret Thatcher’s went up to £46,400.13


  These escalating figures were bewildering enough for people who could protect their living standards either by switching jobs, or by joining a union, but for those on fixed incomes they were
  terrifying. People living off a lifetime’s savings watched helplessly as the nest egg shrank, month by month. As an example, Lady Isobel Barnett was one of the very first celebrities created
  by the television age. She was a quick-witted, engaging doctor who was a regular panellist on a TV quiz show called What’s My Line?, which was so popular that when she published her
  autobiography, in 1956, one reviewer commented that a visitor to Britain from another planet would soon be asking ‘What is “What’s My Line?” and who is Lady
  Barnett?’, and calculated that any Briton between the ages of seven and seventy would know the answer.14 In 1980, Dr Barnett, by then an
  arthritic widow, was arrested for shoplifting. Although the evidence was conclusive, she insisted on pleading not guilty and exercising her right to trial by jury, thereby maximizing the publicity
  that her trivial offence and small fine attracted. After seeing the case plastered all over the Sunday newspapers, Kenneth Williams wrote in his diary: ‘It’s all so footling and
  unnecessary. She’s an elderly lady who wants psychological help not humiliation. No good will come of it and I don’t envy the shopkeeper who reported her to
  the police.’15 On Monday morning, 20 October, Lady Barnett committed suicide. The shopkeeper, Roger Fowkes, reacted as Kenneth Williams had
  foretold: ‘It is a terrible, terrible tragedy. I feel deeply sad and deeply shocked,’ he said.16 Since she left no suicide note, we
  cannot know what combination of stress, illness and depression drove her to her death, but there is a clue to her situation in the stated value of what she stole. It was a carton of cream and a tin
  of tuna fish, priced 87p. That was 17s./5d. in the pre-decimal money in which Lady Barnett probably still made mental calculations, an outrageous price for goods that she could have
  bought not so long before for less than five shillings.


  Throughout the 1970s, Labour and Conservative had tried to tackle this problem by using the levers of the state to hold down prices, where possible, and to persuade people not to demand wage
  increases that kept pace with inflation, arguing that each wage increase added fuel to inflation, which then required another wage increase. The Labour government’s prices and incomes policy
  went through three phases. The first two had some effect, as the unions generally agreed to cooperate. For phase three, in 1978, the government wanted an agreement that there should be no wage
  rises above 5 per cent. The TUC refused to endorse the policy, and the strikes began.


  It is easy to exaggerate the impact that strikes had on everyday life. In the late 1970s and early 1980s, many people went about their daily lives without realizing that somewhere there was an
  industrial dispute under way (if they had not heard about it on the news). Some groups of employees, such as the Longbridge car-workers or the Fleet Street printers, had a reputation for downing
  tools on the smallest provocation, but most went on strike rather less often or never at all. Of all the disputes that broke out during the ‘winter of discontent’ of 1978–9, the
  one that caused the most comment and has stuck in the collective memory was called by the National Union of Public Employees (NUPE), which represented low-paid council employees. It was shocking in
  a way that a strike by better paid Ford car-workers was not, because it had never happened before and because the people most affected by refuse collectors and dinner ladies stopping work were,
  inevitably, vulnerable members of the public. There were instances of gravediggers also going on strike for a few days, with the result that corpses stayed longer than intended in the mortuaries.
  Those unburied bodies became a stock image of the ‘winter of discontent’, as if they had been left lying in the street. A greater number of people were affected by the uncollected
  refuse, which made back alleys behind shops unpleasant. One tabloid journalist old enough to remember reckoned that Britain was ‘one big, open-air skip, carpeted in
  chicken carcasses, rotting vegetables and assorted household detritus’.17 In reality, most people found out about the strikes on radio,
  television or read about them in the newspapers. They may have been irritated by them, but did not have their daily routine disrupted.


  With a few exceptions, the shop stewards running the NUPE strike were not hardened militants. An internal report compiled by NUPE officials directly afterwards noted that ‘a number of
  stewards had only recently been elected and were not totally immersed in the work of the union. For them, it was literally a baptism of fire, having to take decisions they would never normally have
  to concern themselves with.’18 They went on strike because, in the perverse conditions of runaway inflation, it was irrational not to
  strike. One group of workers after another had discovered that their living standards fell, year by year, if all they did was passively accept the below-inflation wage rises they were offered.


  The first strike of the new decade, which started on 2 January 1980, was called by the Iron and Steel Trades Confederation (ISTC). It was one of the most conservative unions in the TUC and had
  not called a national strike for more than fifty years. What provoked it was that, in a year when inflation was in double figures, when council workers had been awarded a 25 per cent pay rise, and
  the miners were being praised for their moderation in accepting 20 per cent, the ISTC was told that its members should accept 6 per cent. The steelworkers stayed on strike for thirteen weeks,
  causing real hardship in steel towns such as Corby, in Northamptonshire, where 8,000 inhabitants out of an overall population of 52,000 worked for British Steel, and of those 6,000 were on strike.
  After three months, the union settled for 16 per cent.


  Had that been the end of the story, it would have been another example of why it made sense to go on strike. But in an early sign that this Conservative government was different from its
  predecessors, the chairman of British Steel was promptly sacked for giving in to the unions and, without consulting the board, Sir Keith Joseph, the industry secretary, imported a new chairman from
  the USA, a Scottish-born partner in the New York merchant bank Lazard Frères, named Ian MacGregor, who would live up to the reputation he had established in America as a hard man in his
  dealings with unions.19


  The steelworks in Consett, in an unemployment-ridden part of County Durham, had broken even in the last quarter of 1979, yet it was shut down completely in September 1980. The immediate loss of
  4,700 jobs and the knock-on effect on local businesses pushed the unemployment rate in parts of the town above 50 per cent during 1981, and it became the first place in England to qualify for aid from the EEC.20 The union was too exhausted to resist. The loss-making steelworks in Shotton, North
  Wales, was also closed at the immediate cost of 6,000 jobs, driving male unemployment in the nearby town of Flint up to 32 per cent.21 Corby in
  Northamptonshire fared only marginally better, losing 7,000 jobs by 1981, pushing the unemployment rate above 21 per cent. More jobs went later. By 1987, the town’s population had fallen from
  54,000 to 50,000.


  Against this background, it is not difficult to see why some Conservative radicals were drawn to the new ideology called ‘monetarism’. Milton Friedman and other members of the
  ‘Chicago School’ argued that governments should not have prices or incomes policies, which only interfered with the free market. A government’s first and almost its only economic
  duty was to make sure that the currency was sound: stabilize the pound, and leave prices and incomes to the market. In 1974, there had been no monetarists in the leadership of the Conservative
  Party. If the old guard had handled the circumstances of Edward Heath’s resignation with more skill, Margaret Thatcher would never have been prime minister and there would never have been
  monetarists operating out of Downing Street.


  The new ideology first took hold in the UK through an organization called the Institute of Economic Affairs, a long established think tank with offices near Parliament, which boasted of being
  ‘the UK’s original free market think tank’ and which propounded the philosophy that for people to be free it was necessary for most of society’s problems to be dealt with by
  companies, with minimal interference from government. After 1974, an anguished politician became a regular visitor to the institute’s office in Lord North Street. This was Sir Keith Joseph, a
  man whose intense, almost tortured demeanour earned him the nickname ‘the Mad Monk’. He had served in Conservative cabinets since Harold Macmillan’s time and was now renouncing
  his past as a high-spending secretary of state for social security in a Damascene conversion to monetarism.


  Not many Tory MPs were ready to follow Sir Keith all the way along his pilgrimage of self-renunciation and political rebirth, but aspects of what the monetarists had to say resonated around the
  parliamentary Conservative Party, particularly the thought that there should be no more wearying and humiliating attempts to agree an incomes policy with the trade unions. More than anything else,
  the Conservatives were tired of losing elections. Edward Heath had led them to defeat three times and was stubbornly insisting on trying again. Joseph was encouraged to stand for the leadership
  against him, but self-destructed during a speech in Edgbaston, in which he blundered into the issue of why so many children were growing up in poverty. He blamed young
  working-class women who did not use contraceptives. He warned: ‘The balance of our human stock is threatened. A high and rising proportion of children are being born to mothers least fitted
  to bring children into the world … They are producing problem children, the future unmarried mothers, delinquents, denizens of our borstals.’22 From that day on, Sir Keith was known to readers of Private Eye as Sir Sheath.


  As Joseph’s leadership aspirations collapsed under a heap of ridicule, the insurgents transferred their hopes to Margaret Thatcher, though she had given no sign yet that she was a convert
  to monetarism. To the public, she was ‘Thatcher the milk snatcher’, because it had been her task, in the only cabinet post she had ever held, as education secretary from 1970 to 1974,
  to announce the end of free milk for schoolchildren. She had hated doing it. The job was forced on her by the Treasury, and she was so upset by the response that she nearly quit politics. She took
  pride in being at the head of the second highest-spending government department, outspent only by Joseph.23 Though she did not have an easy
  relationship with Edward Heath, she had no personal reason to complain about him. He had promoted her to the position of shadow chancellor, the second most important in the party. And no one in
  their right mind would put a bet on a woman of relatively limited cabinet experience taking on the leadership of a male-dominated and reactionary political party, especially when she was up against
  someone of Heath’s stature and experience. It says a lot for Mrs Thatcher’s nerve and ambition that she even put her name forward. On the eve of the ballot, in February 1975, the
  Conservative-supporting Daily Express reported that 83 per cent of Tory voters wanted Heath to stay, whereas only 8 per cent wanted Mrs Thatcher – fewer than those who would have liked
  to see Heath replaced by William Whitelaw.24


  However, she was vastly assisted by Heath’s behaviour. He could not see that while his policies were more or less acceptable to most Tory MPs, he was so unpopular that many were prepared
  to vote for anyone else just to be rid of him. It is assumed that if he had stood aside immediately, his preferred successor William Whitelaw would easily have defeated Thatcher, but since he
  insisted on staying, loyalty compelled Whitelaw to support him. Thatcher also had a very shrewd campaign manager in Airey Neave, a maverick MP (famous for having escaped from Colditz in 1942), who
  reassured doubting MPs that voting for Thatcher was a device for prising Heath out of office; it did not mean that they would be landing themselves with a woman leader with a voice which, in the
  opinion of the editor of the Daily Mail, David English, sounded like breaking glass.25 Her other advantage was
  that Sir Keith Joseph fell in faithfully behind her. ‘Keith was – and remains – my closest political friend,’ she declared, years later.26 To everyone’s surprise, she beat Heath by 130 votes to 119, thereby securing the support of every MP who did not really care who won but just wanted to be on the winning
  side. In the second round she faced three formidable opponents – Whitelaw, Sir Geoffrey Howe and James Prior – but won decisively.


  Heath was not gracious in defeat; nor was Thatcher magnanimous in victory. She went through the motions of offering him a shadow cabinet role, which he turned down, then she refused to allow him
  any role in the 1979 election campaign. Afterwards, he let it be known that he might accept the post of foreign secretary; what he received was a handwritten note telling him that she had appointed
  Lord Carrington instead, coupled with an offer to appoint Heath as ambassador to the USA. He turned it down,27 preferring to remain a glowering
  presence on the Conservative Party backbenches. They did not speak to one another from about January 1976 until 8 October 1998, when they were persuaded to sit together on stage at the Conservative
  annual conference.28


  The new opposition leader had fought her campaign on a ‘monetarist’ platform, but she did not come equipped with a pre-prepared ideology. She had little more than a gut instinct that
  she had to break away from the consensus than the two main parties had shared since the Second World War, especially the part of it that treated the trade unions as partners in the running of the
  economy. Consulting with trade unions over wages, retaining a large section of the productive economy in state ownership, expanding the welfare state – this was not what the Conservative
  Party had stood for when Mrs Thatcher was growing up. It rather shocked her to hear the self-flagellating Sir Keith Joseph declare ‘I have only recently become a Conservative’, but she
  could see his point. ‘I both recognized the truth of Keith’s remark and also that my own case was subtly different: I had always been an instinctive Conservative, but I had failed to
  develop these instincts either into a coherent framework of ideas or into a set of practical policies,’29 she wrote later.


  Her self description as ‘instinctive’ is illuminating. In the long run, she will probably prove to be the only twentieth-century prime minister to give a name to a set of political
  beliefs. Yet she was not a consistent political thinker on a par with Nigel Lawson or the late Iain Macleod. She never put together a definitive summary of what ‘Thatcherism’ might be,
  preferring to deal with each situation as it arose by trusting her instincts. It was left to Nigel Lawson to attempt an authoritative definition of Thatcherism:
  ‘The wrong definition is “whatever Margaret Thatcher herself at any time did or said”. The right definition involves a mixture of free markets, financial discipline, firm control
  over public expenditure, tax cuts, nationalism, “Victorian values”, privatization, and a dash of populism.’30 It is difficult
  to see anything on this shopping list of political virtues with which William Gladstone would have disagreed. No less an authority than Milton Friedman once declared that Mrs Thatcher was
  ‘not in terms of belief a Tory. She is a nineteenth-century liberal.’31 However, Victorian liberals lived in a world of rigid social
  divisions, and vastly unequal and unchallenged divisions of wealth and income, whereas for thirty-four years before Margaret Thatcher came to power, British society had been levelling up, narrowing
  the gap between rich and poor. What is missing from Nigel Lawson’s handy definition of Thatcherism is her assumption that inequalities in wealth and income were not just inevitable, but
  welcome. She believed in using the levers of government to redistribute wealth, but not to take money from the rich to give to the poor. She endeavoured to devise a system that would encourage and
  reward those who looked after themselves, and penalize those who expected the state to look after them when they were capable of looking after themselves. Her idea of freedom included the freedom
  not to pay excessive tax because other people relied excessively on the welfare state. The Cambridge historian Maurice Cowling, who had a profound influence on some Thatcherites, including Michael
  Portillo (though he did not impress Thatcher herself), put the case: ‘It is not freedom that Conservatives want; what they want is the sort of freedom that will maintain existing inequalities
  or restore lost ones.’32


  Margaret Thatcher would never have said that quite so baldly, but she did believe in inequality as a spur to achievement. People who worked harder and relied on their own efforts deserved to be
  better off than those who relied on others. She believed, instinctively, that it was oppressive if hard-working people were heavily taxed to subsidize those who were lazy. These instincts
  originated in Grantham, Lincolnshire, where her father, Alfred Roberts, a shoemaker’s son, raised himself by hard work to be a prosperous and prominent member of the local community. Though
  he owned two grocery shops and employed five assistants, there was no hot running water or inside lavatory in the Roberts’ family flat. Alfred Roberts, an alderman, was the role model for
  Margaret Hilda, the younger of their two daughters, born on 13 October 1925. In her Who’s Who entry, Mrs Thatcher identified herself only as his daughter – there was no mention
  there, or in her memoirs, of her mother, Beatrice, or her older sister. From what we know of Beatrice Roberts, she seems to have been a passive woman, unlike her clever
  and compulsively active younger daughter. It was from her father that Margaret learnt ‘the basis for my economic philosophy [who] liked to connect the progress of our corner shop with the
  great complex romance of international trade which recruited people all over the world to ensure that a family in Grantham could have on its table rice from India, coffee from Kenya, sugar from the
  West Indies and spices from five continents’.33 From watching the alderman’s daily schedule of hard work, public service and
  self-denial, she deduced that employees in routine jobs owed a debt of gratitude to those who created their jobs by running the businesses that employed them.


  It must have jolted Alderman Roberts when Margaret returned to Grantham with her husband to be, who was neither a Methodist nor teetotal, had been married before and was ten years older than
  her. She had met Denis Thatcher at a meeting of a Conservative association; when she married in 1951, she said goodbye to Methodism, teetotalism and Grantham. Denis retired from the board of Burmah
  Oil in the year that Margaret became leader of the Conservative Party and he spent the next fifteen years walking one step behind her, an ever-present source of like-minded support.


  Ever mindful of the importance of not wasting time, Thatcher had both her children, one son and one daughter, on the same day. Her daughter, Carol, was the stronger character who, with a degree
  of panache, handled the extraordinary pressures of living in their mother’s shadow, but it was her son Mark – ‘an “international” businessman possessed of no visible
  abilities, qualifications or social conscience, pursued from Britain to Texas to South Africa by lawsuits, tax investigations and a persistently unsavoury reputation’34 – on whom she poured her maternal affection. For him, uniquely, she would put her reputation for personal integrity at risk. In April 1981, when she could
  ill-afford any bad publicity, Mark joined her during an official visit to Oman. A £300m contract was up for grabs to build a new university there. Mrs Thatcher exhorted the Omanis to award it
  to a British firm. Mark, aged twenty-seven, was working for a marketing company, promoting the construction firm Cementation International. He brought no qualifications to this task other than his
  family connections. The contract was awarded to Cementation and Mark Thatcher’s firm received a commission, reportedly in six figures. Two years later, when the Observer uncovered the
  story35 and alleged that the commission paid to Thatcher’s firm was at least £350,000, the prime minister faced such a flurry of
  written questions in the Commons, she feared she might be forced to make a lengthy statement to the House. A thirteen-page draft was drawn up, in which, among other things, she was going to say of
  Mark: ‘He is under no obligation to reveal to me details of his business or personal affairs. Like most parents, I only know what I am told.’36 In the event, the statement was never delivered, but in answers to written questions she stoutly insisted that she had never said anything about
  Cementation to anyone in Oman while she was there, batting for British industry,37 and therefore questions about whether or not she knew that
  Mark was representing the firm were ‘irrelevant’.38 But it is quite possible that the Omanis thought they were being encouraged to
  put business in the way of the British prime minister’s son. Four years later, Mrs Thatcher secured what is reputed to be the biggest arms deal in history: the Al-Yamamah contract with Saudi
  Arabia. Again, rumours surfaced that Mark Thatcher had made millions from the deal in some unspecified way. In his biography of Mrs Thatcher, John Campbell asks his readers to imagine what her
  upright father Alfred Roberts would have made of his grandson’s mysterious ways of making millions.


  When she was in full flight, Mrs Thatcher sounded like a bossy matron with a closed mind and a startling inability to measure the impact of her words. Her mind was often too literal to grasp a
  simple joke. One Tory MP who was helping her draft a light-hearted speech in praise of a colleague suggested that she could say he was clever but never let his brains go to his head, to which she
  exclaimed: ‘I can’t say that! If his brains aren’t in his head, where will people think they are?’39 She had no ear for
  sexual innuendo, thus her famous comment in praise of her deputy, William Whitelaw – ‘every prime minister needs a Willie’. Another, possibly apocryphal story, is that on a visit
  to the Falklands she posed for a photo opportunity on the gun of a battleship, which vibrated alarmingly and she turned to a naval officer to ask: ‘Can this thing jerk you off ?’


  Yet despite idiosyncrasies that sometimes veered into self-parody, Thatcher was formidably intelligent and quick on her feet, as she demonstrated twice a week during Prime Minister’s
  Question Time. She was relentlessly hardworking. Though she called herself an instinctive Conservative and a ‘conviction’ politician, she did not rely on either quality to win an
  argument, but would bludgeon an opponent with her command of detail. She also developed a commanding body language. She would remain very still when movement was unnecessary, as for instance when
  she was listening to someone speak in the Commons; when she moved, it was with an economy of movement that gave an impression of immense self-belief.40


  She took endless care over her appearance and complexion. Soon after her arrival in Downing Street, her voice became less rasping and her hairstyle less severe – on professional advice, no
  doubt. At close quarters, the skin on her neck looked a decade or so older than her face. She kept her sexuality under tight control, as was expected of women of her
  generation, but could suddenly become almost flirtatious in private when it seemed appropriate.41 She liked to be surrounded by men who
  appreciated her femininity, and she could be forgiving of their private peccadilloes. She did her very best to protect her court favourite, Cecil Parkinson, when he was embroiled in a sex scandal,
  and after he had been forced to resign she brought him back into her cabinet as soon as she decently could.


  By contrast, her behaviour towards other ministers could be shockingly rude and aggressive. The worst example was the way she treated Sir Geoffrey Howe, who was chancellor during the first four
  tumultuous years of her premiership. She owed him more than she owed any other colleague. Had she not been working alongside a stubbornly consistent chancellor with a first-class forensic mind, her
  first couple of years could have been a disastrous failure. But Sir Geoffrey was a man of no charisma. The most famous remark ever made about him came from Denis Healey, the previous Labour
  chancellor, who, having sat through Sir Geoffrey’s plodding critique of government policy, remarked that ‘part of his speech was rather like being savaged by a dead
  sheep’.42 It would never have crossed Howe’s legal mind to flatter or flirt with the prime minister. As the years went by, he
  increasingly got on her nerves. She could not resist humiliating him in front of others, until the worm turned. His spectacular resignation destroyed her premiership.


  Others, who were old enough and sufficiently right-wing, found her combination of cold self-control and latent sexual chemistry irresistible: ‘But goodness, she is so beautiful …
  quite bewitching, as Eva Peron must have been,’ Alan Clark reckoned.43 After Kingsley Amis had been introduced to Thatcher, he had
  recurrent dreams about her, saying she was: ‘One of the most beautiful women I have ever met.’44 Calling to congratulate her on her
  speech at a Conservative Party conference, Woodrow Wyatt, the News of the World columnist, told her: ‘You looked beautiful, so beautiful that I fell in love with you all over
  again.’45 She was ‘delighted’ by this compliment, he noted. The French president, Francois Mitterand, when briefing his
  minister for Europe, Roland Dumas, reputedly told him: ‘Cette femme Thatcher! Elle a les yeux de Caligule, mais elle a la bouche de Marilyn Monroe.’46 The Conservative MP Sir Nicholas Fairbairn – not a wholly reliable source, it should be said – told the story of a man who drank too much at a reception hosted by
  the lord high commissioner of the Church of Scotland, and who approached the prime minister to say that he fancied her, to which she retorted: ‘Quite right. You
  have very good taste but I just do not think you would make it at the moment.’47


  It did not take long for her reputation as a hard-line Conservative to seep into public consciousness. The Soviet authorities did her a great favour by denouncing her as the ‘Iron
  Lady’, which she naturally took as a great compliment. Yet even as the Conservatives sailed ahead of Labour in the opinion polls prior to the 1979 election, Mrs Thatcher’s personal
  rating lagged well behind that of the avuncular prime minister, James Callaghan. She was also less trusted by the public than Edward Heath; one NOP poll in November 1978 suggested that whilst the
  Conservatives had a 3 per cent lead under Thatcher, it would have been 14 per cent if Heath were still leader.48


  However, she did not need the public’s affection to win the upcoming general election. The Labour government had been through five dismal years struggling with inflation and industrial
  decline, hitting its nadir in September 1976 when Chancellor Denis Healey admitted defeat in his six-month struggle to prevent a run on sterling, and applied to the International Monetary Fund for
  a £2.3 billion loan. It came with a condition that public spending had to be cut. After the experience of the 1930s, all the main British political parties and virtually every government in
  the capitalist world had accepted the Keynesian view that when unemployment was rising, governments borrowed more to spend their way out of recession. Now a Labour government was being required to
  do the opposite, with dire consequences for the very people the Labour Party was formed to protect. On his return from Washington, Healey was allotted five minutes on the rostrum at the Labour
  Party annual conference to explain his decision to the delegates. Tony Benn recorded: ‘There were hisses and boos when he came forward to speak. He then went on to shout and bully and rule
  out alternative policies … I couldn’t even clap him, his speech was so vulgar and abusive.’49


  On that same day, Callaghan delivered the main address to the conference. He warned:


  
    
      
        
          
            The cosy world which we were told would go on forever, where full employment would be guaranteed by a stroke of the Chancellor’s pen, cutting taxes and deficit
            spending is gone. We used to think we could spend our way out of recession and increase employment by cutting taxes and increasing government spending. I tell you in all candour that that
            option no longer exists.50

          

        

      

    

  


  With those words, a Labour prime minister ushered in the policies now known as Thatcherism.


  Government spending peaked in the year 1975–6, when it consumed 49.9 per cent of the nation’s total output, or GDP. That figure fell very quickly as Healey’s IMF-imposed
  economies took effect, reaching a trough in 1979–80 at 44.8 per cent of GDP. Healey had cut government expenditure by 1 per cent of GDP per year for five years, a feat no other chancellor
  came near to repeating. This austerity tore apart an already fractious Labour Party.


  Worst hit by the cuts were public employees, particularly low-paid council employees, most of whom were members of the National Union of Public Employees (NUPE), a fast expanding, well-organized
  union whose leaders were driven leftwards by the crisis. It was this which set off the winter of discontent, which Labour sought to defuse by appointing the Clegg Commission to report on public
  sector wages. It came out with an eye-wateringly generous proposal: council workers’ wages were to be increased by 25 per cent in one year, without any requirement that there should be
  efficiency savings. This would knock a huge hole in Healey’s efforts to reduce public spending, but Mrs Thatcher and her team were mindful that there was an election looming and that public
  employees had votes, so they promised to implement Clegg’s recommendations in full. It would be a while before council workers felt the need to go on strike again. Labour’s
  parliamentary majority had long since been whittled away in by-election defeats and it could not survive without the support of the Liberals, the Scottish Nationalists and a few Ulster MPs. It was
  defeated by a majority of one when the Scottish National Party perversely tabled a vote of no confidence, forcing a general election that delayed Scottish devolution by eighteen years.


  In short, Mrs Thatcher could not claim the 1979 election as a personal victory in the way that she was able to do after the one that followed four years later, and she did not emerge from it in
  the commanding position that she would later achieve. She had to work with a cabinet dominated by strong-willed men who did not share her new ideology. She would have liked to have appointed the
  wayward Sir Keith Joseph as her chancellor, but felt that she had to offer him a less sensitive post, as industry secretary, while allocating the two major offices of chancellor and home secretary
  to Howe and Whitelaw, who had run against her. Both served her well. Whitelaw was a stickler for loyalty and a source of sensible, restraining advice, while Howe had become a fervid convert to
  monetarism. John Biffen, whom Thatcher trusted as an old opponent of Heath, and Nigel Lawson, were Howe’s deputies, thereby ensuring that the Treasury was in
  Thatcherite hands. So was the Department of Trade, run by John Nott and Norman Tebbit.


  The only economic department not under Thatcherite control was the
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