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NOTE

This pamphlet contains two texts , a recent and an old one on
England ;this country was and still is the ill child of European

and world capitalism.

The first text writtenm by David Brown is quite a new one and
the footnote ( 1 ) explains in which circumstances it was

published.

The second text was writtem by Henri Simon ten years ago for
an international Echanges meeting.Initially in French ,it was
never completely published though there was a limited
distribution of tramslations in spanish  (Etcetera ) and in
English ( BN Blob ) . Ve have used this translation in the present

pamphlet .

This last text draws a picture of the situation at the
beginning of the Thatcher decade and of all pretences to cure the
English disease .The second text brings a view of 'modern ®' United
Kingdom when again this country is driving among social and
political turmoil.

For a more complete view of the class struggle in UK since the
last world war , we could refer to books published by Echanges.
Unfortunatly,they were not translated into English.Ve can only
give the french titles for those who can read other languages :
-Cajo Brendel :Lutte de classe autonome en Grande Bretagne I947-

1977 (BEchanges et Mouvement ,Paris, 1978 ) (in german , french and

italian )
-Henri Simon : 'To the bitter end ' ,Gréve des mineurs en Grande

Bretagne ( mars 1984-NMars 1985 ) (Acratie , 1987 )

Ve can advise people wanting more in BEnglish on class
struggle in the U K to report to the articles published in the
past issues or pamphlets of Solidarity ( before I977 ) and of

Echanges.
december 1990




MYTHS OF THATCHERISM

Foreword (1)

Frequently the idea that we form of the government policy in the United
Kingdom seems to contain the vague outlines of an almost military style
reconnaisance seeking a solution to the problems of the economy and
society, almost as if there Were a rigid programme for “the Thatcherlan
revolution” to be imposed at all costs., No doubt much evidence may be
produced in favour of such a theorys we may recall the violence of the
miners' strike, that of the printworkers, or the violence on the streets
of Brixton and Toxteth and dozens of other cities, There is also the
internationally famed case of hooliganism or the official vioclence of
the war in the South Atlantic and of the struggle in Ireland,

But this image endures only because it suits all and sundry, right and
left, capitalists and trade unionists, conservatives and labourites,

It offers the government an ample margin to demonstrate its declsive-
ness based on solid principles, Mrs., Thatcher goes around comparing
herself to Lenin and De Gaulle, speaks of a "permanent revolution”

and does not hesitate one second when a Russian cartoonist gives her
the name of the "iron lady". No one could fail to notice the similarity
with the "ironsides", the spearhead of the Cromwellian army during the
Civil War. In fact, if Cromwell were not a national figure above any
polemical comparison, the similarity between the two would not be com-
pletely vain (both puritans, provincials, of lowish birth and extremely
lacking in any respect towards the "poWers in the land),

The image suits the labourites and thelr unions as it allows them to
forget and help others forget that it was just them who tried out for
first a policy of public spending cuts and privatization to reduce the
public borrowing requirement. Now they can pretend to be the protectors
of the "public" sector, in line with all the other do- gooders.

The image also suits the capitalist class as it demonstratea that it
1s serious about business after years of messing about by the state, It
gives a bit of class to the rough and ready nouveaux riches: to think
that revolutions nowadays are carried out by stockbrokersl

This image,nevertheless, is unconvincing both empirically and methodol-
ogically, as I shall try to demonstrate below, If the government has
something to boast about it is that of having gained an extended support,
unlike that of the past, based on the traditional groups of the Conserv-
ative Party. The opposition to various government policies too 1is losing
its former popular characteristics, while a ‘'green' movement 1s beginning
to emerge which is as every bit as confused as that in the rect of
Western Europe. Generally speaking, we can see that a different structure
supporting the government came into being, a clear indication of major
social mobility which may well remain permanent, at least during this
economic cycle. All this is a far cry from a warlike enterprise, but
instead shows that the foundations were well laid before the start

of the "Thatcher programme" and that the election of 1979 simply
triggered the explosion which 1s still rumbling.

Secondly, the creation of a state with a manifest will to intervene

does not fit with a policy aimed at making the entrepreneurial class
responsible for its own actions, As we shall see below, on many occasions
legisiation dealing with labour relations (with a whole heap of prohib-
itions, fines and even gaol for trade unionists and others) became a.
real millstone around the necks of the industrial leaders,
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The state's economic activities

The relations between the state and the economy in Britain up to 1979
may be divided into four periods, In the first perlod, the state was
interested more than anything in the setting up of various services
essential for its own functioning, It created the Post Office (and
later the telecommunications service), both kingpins in the central
bureaucracy. The buying up of the shares in the Suez Canal (even if
not really a direct state responsability) and the creation of British
Yetroleum were both aimed at an imperial conquest of the Middle East,
completed in fact during the First World War, Besides, the state had
always maintained huge military reserves such as arsenals, deposits,

bases and ports, all quite naturally part of the state in the strictest
sense, at least until 1979.

This policy continued after the First World War, The establishment of
the BBC in 1922 and Imperial Airways in 1924 (this only partially

state owned) still remained in the field of communications - the former
was highly useful during the general strike of 1926 and the latter was
essential in maintaining rapid contact in an extensive empire, But now
there was also the prelude to the mass nationalization of twenty years

later. Two key industries, the raillways and coalmining, were reorganized,

developed and ailded by the state so as to avold their disappearance

with their loss of a monopoly position in land transport and energy
production,

Thus after the Second World War, with the major part of heavy industry
worn out by the war and overexploitation, the state bought up the coal

mines, gas and electricity production, the steel industry, the railways,

canal and river transport, long distance road and rail transport and
a lot else. While the purchase of transport systems was still within
the logic of the pre-war period, the construction of an enormous state
holding based on coal was more decisive, The coal mining industry was
declining from the nearly 300m tons produced in 1913 to a little more
than 200m in 1951 (and to 124m in 1981, about 100m now) ,

The reorganization of the 1920s and 1930s had been the scene on major
social conflict, but that of the 1950s and 1960s went through without
major problems, despite the reduction in the number of miners from
690,000 to 287,000, a much greater fall than that of the 1970s (70,000
less) or even the 1980s (about 128,000 less), Moreover, the links
between the state industries were very close. In 1950, 56% of coal
produced was consumed by state industrles and thls rose to 85% in
1980, The coke ovens that served the steel industry also produced
town gas and chemical products, The main rail freight customers are
the coal mining and the steel industries,

Various theories have been advanced regarding the creation of a state
owned sector in heavy industry, including the one elaborated by the
supporters of a "public" sector attempting to gain strategic control
of the economy., In fact, even after the return of a Conservative
government in 1951 nothing much changed (only the steel industry was
sold, then renationalized in the 1960s, then sold again in the 1980s).

We can see all the same how the holding really fell apart on 1its own,
The railways were losing customers and in 1963 were heavily cut., They
then abandoned coal power. The discovery of natural gas in the 1960s
led the gas industry too to give up using coal, Between 1950 and 1980
the use of coke in steel production was halved by the introduction of
new technology. All that remained was the relation between coal and
electricity, a clear indication of the fallure of the British nuclear
power programme, the oldest in the world,
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The last major purchase in the period 1945-51 was the central bank,

but here too, just as with manufacturing industry, the state kept 1lts
nose well out of the more modern financial sectors - it neither attempted
to buy nor to control the other banks and insurance companies. The

state took over the Bank of England largely to pursue changes in the
monetary policy: the pre-war gold standard and later floating exchanges
was replaced by fixed exchange rates and a series of planned devaluations.,
Seeing that the present ('Thatcher') government has introduced no noveltles,
at least functional ones, because for 11 years the policy of the "strong
pound" has prevailed, it seems that the sale of the Bank of England is
not on the cards,

In the 1950s and 1960s there was a slow sea change, a bit like that
during the inter-war period. The state gave a hand to modern industry,
tried to push through mergers ar sell offs, sometimes bought something
when the sheer size of the business became too large for the private
sector, But in the period 1970-72 there was the first pre-shock of the
impending earthquake, The state decided to stop helping companies in
trouble, even if in the public sector, and immedlately clashed head on
with various groups, mainly the coal miners and shipyard workers, But
it was not just the resistance of these groups that caused changes in
policy, instead the arrival of a major economic crisis put many
famous firms in hospital, first of all Rolls Royce. And as the state
runs the hospitals, so too must it have one for industry. The welfare
state for industry was taken on by the followlng Labour government
which set up the NEB, finally a real hospital (to use the term coined
by Mussolini for the Italian equivalent, IRI, set up 1n the 1930s and
still going strong).

Thus on the eve of 1979 the state sector was composed of a large and
aged collection of companies, some in hospital for minor operatlions,
others in deep coma and even some that could leave almost immediately

after propexr carxe,

The pre-shock of 1970-72 seemed a distant mnemory when the full earth-
quake struck after 1979 and began to transform the nature of British
industry - some well-planned series of interconnected policies, carried
through with unbending decisiveness, led to a massive series of sales,
Already in 1979 the state had stopped giving handouts to industry left
right and centre, ending the syndrome of profits to the private sector,
losses to the state., For industry, the attempt to gain access to private
capital was also difficult. The government was engaged in a struggle

to reduce inflation and interest rates were skyhigh. Moreover, one

of the new government's first concrete acts was to remove all limitations
to the transfer of capital, leaving it up to the investors where to
invest worldwide, Lastly there was another aspect of the economlc
policys cuts, The state was reduclng its spending and so automatic
orders for goods from state owned or even private firms were increasing-
1y replaced by open tendering. Even when the firms that had to close
down were clearly the victims of international dumping (e.g. the paper
industry) or of inefficient state services which kept on introducing
excessive charges (we shall see why later on), the government did not
shed one tear. The effect of producing a huge number of unemployed

was neither unexpected nor indesireable, as far the government was
concerned, because it could lead to a policy of wage reductions,

After a period of hard labour to reduce inflation and industrial conflict,
and to introduce some of the more banal concepts of efficiency in the
public sector, the state began to put firms up for sale, This could

be split into two phases (2]
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During the first phase the old managers, often ex-politicians or the
like, were removed and replaced by hardnosed managers from private
industry, often helped by external consultants so as to bypass the
remaining still powerful state and state dependant executlves, There
followed ruthless reorganization, both as regards modernization and in
the reduction of the scale of activity with sell offs (such as the
sell offs of the railways hotel chain and ferry fleet)., It became
possible to turn around these firms and in some cases make a profit,
even if this required stiff increases in state monopoly charges., As
far as this phase is concerned, there can remain just one doubt: why
was it necessary even in this original phase to use the state as an
economic instrument? Would it not have been more coherent with the
policy previously announced to sell up immedlately to private firms
and give them the free hand to get on with it? This was the case with
Alfa~Romeo in Xtaly (3).

The second phase saw the sale of the firms., The result of increased
tarrifs was increased income or profits to show on the balance sheets,
The state often took over accumulated losses and obviously was 100%
responsible for the unemployment benefits to those sacked during the
reorganization, The shares were-often sold to small investors (the
ex-coupon clippers began to fill in share application forms published
in daily newspapers), Share issues were always at a low price and even
in a days trading a massive profit could be made (the shares in the
water companies rose 27% in 24 hours and this was far from the most
attractive investment offer). To put on something of an anti-monopolist
show, the state did allow for some cases of competition - there are
some private telephones (and now it seems that even the state controlled
railways night set up their own network), mainly for business use, a
private postal system (but only for packets), private coal mines (but
only for small deposits), and the private Docklands Light Railway
(built mainly along old dock railway lines closed with the end of

the Port of London)., But this show was only a cover up as we all know
that competition in the end leads to a new monopoly. In fact when

the state airline British Airways was sold off, its positlon in a
market that was open to competition from 20 or more years back, led

to the collapse of the private rival which was immediately taken over.
(Since then another private airline, BIA, has collapsed,) For

gas, electricity and water distribution there was not even a formal
possibil’ty of raising the idea of competition, A second type of sale
is represented by that of the road transport company, bought out by
1ts own workforce. A similar operation also appeared on the horizon

in the case of the coal mines, but in two phases: firstly mines
considered to be uneconomic have been sold off to the miners who

work them (and this may well continue in the future) while the break-
away miners' union has also stated that it would make an offer for

the remainder if denationalization were considered (obviously with
only the more modern pits, .he ones in which this union's members
work, in mind). This is just another reconfirmation of the cynical
criticism of workers' control under capitalism, 'the mines to the
miners and the dust to the dustmen', (More recently this union made

1t known that it was interested in taking over PowerGen, one of

the new electricity concerns created in the run-up to denationalization.)

What has the result been? Both the state oil companies, EP and BNOC,
have been sold, the steelworks (again), the telephone company, the
national airline, gas distribution, the remaining components of
British Leyland (Rover and Jaguar), the water supply industry, Rolls
Royce and a whole host of others, In all 50 or so firms worth £26bn,
On the way out of the state sector there are, in probable order of
business, the electricity producers and suppliers, the railways and
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coal mines, But the state, while still holding a minority of shares
in some strategic enterprises, maintains its voting majority by means
of the so-called golden share, a means sald to guarantee the sale of
the companies to foreigners (for Jaguar this rule was walved and the
company went to Ford, while for HP the presence of a minority Kuwaitl
shareholding unleashed a nationalist backlash and the Arabs were

forced to withdraw).

There can only be some perplexity over this second phase too. It is
quite clear from its behaviour that the state still considers its role
to be fundamental, It wheels and deals in the good of the company and
the country, in a word it protects. But who does it protect? The small
shareholders, Besides, there is no economic sense in selling these
companies in the way they have been. In 1979 the economic climate was
bad, but not at the level of bankruptcy as in 1975-6, In 1979 it was
still possible to sell government bonds and get a line of credit from
the IMF, 3ritain was not in the position of Argentina which is being

forced to sell up, or Spain that seeks foreign investment as a quid
PIXo guo.

Why then were shares sold at such massive discounts when the old gilt
edges could be offered with only a marginal difference between sale
price and market price? One could well imagine a scenario in which the
reorganization of the company led to profit making that could be used
both the pay off the reorganization costs and even some of the state
debt, A1l the more since the risk to a shareholder 1is greater than to
an owner of government bonds, so the state would have to guarantee a
greater rate of return on its shares (even to the extent of disturbing
the share market) either by means of protectionism or by means of
underpricing the shares offered, maybe even directlng resources away
from other, perhaps more important, investments. This all makes one
feel that the government policy was not just one of efficlency and
industrial reorganization, with the aim of reducing the state debt and
taxation, with a few presents handed out to private individuals, It
vas and remains to be essentially a social policy (4).

In fact the policy killed two birds with one stone. When the state
proletariat fa.nd the state bureaucrat too) was sent home, the old style
saver with his gilt edges suffered another blow, Inflation had already
eroded their value substantially as they are usually long-term non-
indexed bonds,

In their place there emerged the small shareholder. To see how great
a change there has been we should remember that in 1979 there were
only 2-3m shareholders, and usually passive ones, also holding various
policies and bank deposits (reinvested in the City), rather than true
economic agents, Perhaps this word passive more than anything else
gives an idea of the scope of the government policy. It wished to
favour the exclusion of passive saving in favour of risk bearing

saving,

It is clear nevertheless that the Financicl Times does not sell as
many copies as there are shareholders. It is equally true that the,

small shareholder is not very stable.

If in 1979 the number of shareholders was around 3m, by February 1987
this number had tripled to 83m and by October 1989 12m, 284 of the
entire adult population (compared with 27% in the USA).

There is no way to calculate how many heads of family hold shares, but
the percentage must be even higher. These shareholders are anything
but immobile. 90% of the buyers of Amersham International shares (sold

completely in 1981-2) had resold by 1986 despite an increase in the
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quotation by 330%. 3% of British Airways shareholders (51% of shares

163\3;. ug ggtﬁerﬁ 1986-7) sold up within 7 months of the issue, while
o O s ecom shares changed owners after the three s al

from 1984 to 1987, ' e

A survey conducted by the London Stock Exchange showed that the average
individual shareholding was worth £4,000 while 25% held less than £500,
A good 7%% of shareholders had only ex-state companies shares in

their portfolios, while another iim had bought shares in their firms,
thanks also to tax discounts offered by the government. This latter
group made up 1% of shareholders., '

Despite this amazing bout of activity, between 1985 and 1987 the percentage

of family disposable income spent on shares rose from 0,25 to 0,4%.

The share buyers are increasingly lower class. While in 1984 only 10%
of them were "C2s" (skilled workers), by 1987 they represented 2%%.

As so far only 40% of the total value of state companies has been sold,
it will be years before we can say whether a stable popular shareholding
class has come into being or, on the other hand, it is just like a game
of bingo or horse race betting, putting money on shares as they are
issued at a low price to then sell up and wait for the next round in
what has been called the “casino economy”,

Strangely while the polls show a public hostile to the sale of the state
companies (57% against the sale of the gas board, 567 against that of
Telecom and a full 72% against that of water and electricity concerns),
the shares are sold without the slightest hitch., The latest and most
strongly resisted sale, that of water companies, saw the shares being
underwritten four times over,

We have seen that only 40% of the state holding has been sold, but the
mechanism which seemed so tried and trusted is beginning to show signs
of grinding to a halt as problems arise. The next sale, that of the
electricity concerss, to be followed by the coal mines and the rallways,
should see off the old mainstay of the public sector, It is just here
that a series of problems, certainly contingent ones, block the way,
The British nuclear programme is not only a failure, it is also out

of date and while an old coal mine can simply be abandoned, a nuclear
power station cannot - it has to be decommissioned and dismantled.

The total cost of such an operation has risen for existing statlions

to an astronomical estimate of £15bn, (In the case of the Berksley
station, decommissioned in 1989, the total close down cost and

later demolition was estimated at £300m while the total value of the
electricity it produced was only £1bn). Here obviously the reorganization
of the company cannot follow the lines of kicking the workforce around
for a while and closing down the losing bits,

The workforce is very small and closure costs will be very high., The
problem is repeated with the coal fired statlons, Coal costs a lot
more in Britain than elsewhere and to get the price down to a
competitive level it is calculated that the state would have to cut
a further 30,000 miners, with all the related costs and perhaps yet

again giving rise to dangerous social conflict,

The sale of the railways will be yet more difficult. They carry many
passengers, often from poorer social groups, who cannot contemplate
a further turn of the screw with increased fares and worse services
(the memory of the series of disasters starting at Clapham Junction

in December 1988 is still fresh),

For these two sales then we shall have to wait probably until after
the next elections, For the sale of the electricity board the govern-

ment has already changed plans several times, largely to remove the
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tricky nuclear side to the business,

This has meant a slowdown in the rate of sales, It is to be seen 1f

the shareholders will standby and look on, that 1s 1f a new shareholding
class has really come into being as the Conservatives trumpet, or whether
there will be a return to the old savings mentality,

So far we have only mentioned the liquidation of the economic aspect

of the state, There remain two other arguments to persue - the privat-
1zation of social services (schools, health, prisons, defence and police)
and new projects in areas traditionally in state hands (railways and
transport in general).

In the first case, after a mass of proposals, very little has really
been done. The invention of a coupon system for schools (the coupons
to be cashed in when and where the parents of the pupil chioose) or
the replacement of university grants by loans have not seen the light
of day., Now there is talk of autonomy for schools with good schools
able to attract pupils prospering and bad ones closing down. The same
goes for the health system, But all 1n all there has been a failure
in the project to make the services obey the rules of any other
commodity on offer., The reductlon of the role of the workers in these
services to that of producers of commodities has created a weird and
wonderful twist in bureaucratization - the state intends to find out
where work is perfomed in the correct way., The cat chases its own tall,
Instead of launching autonomous units freed from central or local
control, there has been an only apparent increase in efficiency which
has led to an addition to the work to be measured, that of the work

of measuring.

In the second case we can see better than elsewhere the cracks in the
privatization project. To speed up the process, the state wished to
see rail projects ahead of time, before the sale of the rallways and
underground systems, Besides the jdentification of some light metro-
politan railway projects (only that of London has come into being),
there are the much more important Channel tunnel with the railway up
to London and an underground line in that city too. All three projects
have to be privately financed. But the construction industry still
shows the symptoms of the deals in the past. The tender price 1s low
enough to get the order, then the constructors begin to threaten that
they cannot complete without more cash, So the Channel tunnel 1s
behind as regards building works, but well ahead with the spending.,
The railway link to London will cost too much and is strongly opposed
by local residents and ecology groups, included Mrs, Thatcher's
husbani who will see his house lose its value if the rallway passes
through the bottom of the gaxrden, The companies that will be linked
to the centre of London by the new underground line have shown only
a limited interest in funding the project. So 1t seems that a new
period of construction by and for private companies, the rule until
80 years ago, is unlikely to blossom unless the state intervenes 1in
some way. British Rail continues to ask for funds to build links
under the capital, but since none of them would make over &% a year
profit, they have all been rejected, and it is not really conceivable
that private companies could do better. At present then the expansion
of the rail transport system is limited to the opening (or rather re-
opening) of some short lines and old stations.

A secondary aspect of privatization has been the sale of council and
other state owned housing. In 1979 something like 3% of familles
1ived in rented state housing, In the 1970s lgf of this stock had been
sold and after the elections in 1979 the rhythn increased - another
é% went in 1980-82 alone, This policy is a clear example of the wish
to create a group of owners even among low income groups and to
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accelerate the establishment of a property owning democracy composed

of home owners (now almost two thirds of families own their own homes)
as well as shareholders,

The cuts

The policy of making cuts in public spending in the version put out
after 1979 had two main reasons, According to the first of these, in
line with the sale of state enterprises, there was the wish to reduce
the state's weight in the economy, leaving economic reproduction, in
a wider sense too, in the hands of capitalist economic forms, Secondly
the state spending overruns were seen as a barrier to industry and to
private enterprise that were unable to compete on capital markets with
the state issues of treasury bonds, the famed crowding out hypothesis,

Thus in 1979 Britain entered a new season of public spending cuts
without any precise goal. Only towards the end of the 1980s did a poss-
1bility emerge to eliminate the current borrowing requirement and then
to pay off the accumulated debt, From the graph below we can see that
the cuts in the current borrowing requirement did not begin in 1979
but a good three years earlier with a Labour government which, under
IIiF pressure, in four years managed to cut a good three percentage
points off state spending in relation to the GDP and to reduce the
borrowing requirement by almost two points. In fact already by 1984
the improvement was over and state spending touched a high of 46% of
GDP, partly offset by the increase of income from sales of North Sea
oil and state firms put up for sale. Only in the favourable economlc
climate of the period could a positive result be reached in 1987,
followed by others in 1988 and 1989,

In terms of real spending at fixed prices, there simply have been no
overall cuts, Calculated at 1988-89 prices, in 1979-80 the state spent
£170bn,, in 1988-89 £185bn, with £200bn, planned for 1992-3, |

As regards the accumulated debt, 1t can be shown that the main decrease
lasted up to the beginning of the 1970s when inflation took over in a
slow depreciation of treasury bonds (long term and not inflation proof).

The only gold medal that conceivably could be handed out would be that
for having by 1985 reversed the trend of increased state expenditure
in percentage terms, just like the Labour government 10 years before,
but this was only after reaching the highest ever peace time level,
and a good 5 points above that inherited from the preceding adminis-
tration.

Wwhy has the result been so modest for this government that has gained
international fame for its rigour? The answer is rather complicated.
While the Labour government up to 1979 could cut heavily on capital
expenditure (49% less for the regions, 38% less for the railways, 35%
less on road building), the conservatives had the longer and more
costly job of cutting costs in state companies, taking on all the
reorganization costs and the increasing burden of unemployment benefits
for the rising number of those sacked. Only later on did they get some
money back through the sales of the companles and the fall in unemploy-
ment, with the added bonus of North Sea oll revenues and sales of
state enterprises as we have seen,

If this policy is to be persued up to the elimination of the national
debt remains to be seen as does the possible benefit it will bring.,
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Wage and employment policy

The slow relative economic decline of Britain after 1945 led to the
transfer of an increasing number of firms no longer able to compete
on world markets to the state in an attempt to bridge the productivity
gap between them and foreign rivals, Apart from buying them, the
state could also promote a hidden type of protectionism, As the major
customer on the market it could order exclusively from these factories
and leave their inefficiency untouched.

Over the years fresh measures were required to maintain industries and
employment levels., From 1959, but in practice 1960, a regional policy
attempted to give some economic thrust to a huge area of the country
(Scotland, Wales, Northern Ireland and the North of Englaad to0).
Apart from capital grants and reductlons in social security contributlons,
from 1967 there was also wage subsidization and a selective employment
tax which effectively transfered money from the south to the rest of
the country. Again efficient enterprises were milked to suppo