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Abstract

Drawing upon a substantial body of archival evidence, this thesis examines the relative
significance of ideological, electoral and institutional considerations in shaping
Conservative Party policy-making under Margaret Thatcher’s leadership. This is achieved by
undertaking detailed case studies of three policy areas (economic management, health
care and defence). The findings are then analysed to develop general insights. In existing
treatments, New-Right ideology is usually regarded as an important influence on
Thatcherite policy aims. Yet the most influential interpretations were composed
contemporaneously, or in the following decade, before archival evidence began to be
released. Subsequent research (often produced by historians) has not yet fully utilised the
available sources. In particular, insufficient attention has been given to using archival
material for assessing the role of ideological, electoral and institutional factors in policy
formation. The contribution of this thesis is reappraising Conservative policy motivations
during Thatcher’s leadership based on extensive archival research (using documents from
archives and collections including The National Archives, Thatcher Papers and Conservative
Party Archive), complemented by elite interviews and memaoirs. The thesis argues that
ideological explanations struggle to account for Conservative policy-making across 1975 to
1990. Thatcher and her senior colleagues held strong beliefs, but the archival evidence
reveals that inconsistencies between these beliefs impeded ideologically-driven policy
development. Beliefs were typically invoked instrumentally as justifications for policies
preferred on electoral or institutional grounds. This thesis finds that institutional
considerations (specifically, the norms and interests of domestic bureaucratic actors
alongside international economic and diplomatic constraints) exerted the greatest
influence over policy. Electoral considerations also constituted a significant force affecting
decision-making, especially as proximity to the next general election increased or when the

Conservatives were suffering a mid-term fall in popularity.
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Introduction

This thesis studies Conservative Party policy motivations under the leadership of Margaret
Thatcher by examining archival evidence relating to the policy areas of economic
management, health care and defence. In particular, the thesis evaluates the importance of
ideological, electoral and institutional factors. The argument is that interpretations of
Thatcherism centred on the role of ideology, particularly Hall (1983; 1988) and Gamble
(1994), cannot convincingly explain Conservative policy decisions. Although ideational
beliefs sometimes led senior Conservative policy-makers (including Thatcher and her
advisers) to entertain policy proposals, policies were rarely adopted primarily due to
alignment with ideational beliefs and radical policy options were consistently rejected on
electoral grounds. Furthermore, the wide range of ideas espoused by elements of the
Conservative Party’s New Right lacked a high degree of internal consistency taken as a
whole and often could not be reconciled when applied to questions of public policy. This
was particularly problematic within the defence portfolio where liberal and conservative
traditions generally pointed towards opposite decisions on key issues (related to
expenditure and operations), but significant tensions also emerged between and within
each of the two ideational sub-categories of liberalism and conservatism in all policy areas
examined. Faced with a wide array of ideational rationalisations for potential policy
choices, Conservative politicians typically selected policies based on institutional and
electoral considerations. In particular, this thesis finds that institutional factors (specifically
the interests and cultural norms of bureaucratic, diplomatic and economic institutions at
the domestic and international levels) are most useful in understanding the formation of
Conservative policy.

A key contribution of this thesis is utilising large-scale archival research to provide a
reassessment of the full breadth of Thatcher’s leadership (1975 to 1990) from a political-
science perspective. A vast literature exists on Thatcherism and the Thatcher governments,
much of which is reviewed (where relevant) in Chapter 1, but previous work was produced
predominantly without the benefit of extensive archival evidence or, more recently, by
historians without focusing on macro-level explanations of policy-making. This thesis tests
ideological, electoral and institutional explanations debated in earlier scholarship during
the 1980s and 1990s against the archival evidence that has become available. The archives
and collections used are The National Archives (including files of the Prime Minister’s Office

and the departments responsible for each policy area), Bank of England Archive,



Conservative Party Archive, Thatcher Papers and Howe Papers. In addition to physically
visiting the reading rooms, many archival documents from the Prime Minister’s Office and
the Thatcher Papers were consulted digitally using the Margaret Thatcher Foundation
website. This body of archival evidence is supplemented and contextualised using elite
interviews and memoirs.

The thesis consists of six chapters: a literature review, a theory and methodology
chapter, three empirical chapters (each covering one of the policy areas researched) and a
concluding chapter. Each of the empirical chapters contains a section operationalising the
ideological beliefs of the New Right as they pertain to that policy area, followed by four
chronological sections presenting the empirical analysis and covering the periods of
Thatcher’s leadership (the opposition period from February 1975 to May 1979, the first
term in government from May 1979 to June 1983, the second term from June 1983 to June
1987, and the third term from June 1987 to November 1990). Each chronological section is
divided into three sub-sections covering the independent variables of ideology, electoral
politics and institutions. This structure ensures a high depth of engagement with each
thematic issue and on each sub-period across all three policy areas. The conclusion draws
together the empirical findings and evaluates them in relation to both the previous
literature and the theoretical framework, as well as assessing the success of the research
methodology.

Chapter 1 categorises literature on Conservative policy-making under Thatcher into
ideological, electoral and institutional explanations. It argues that the majority of the
general literature accepts ideology as the prime motivation behind the Conservatives’
overall policy direction. Explanations which attribute policy decisions primarily to electoral
or institutional factors are lacking by comparison. In relation to all three explanations, the
chapter identifies issues requiring additional research, including the coherence of
ideological influences, how policy motivations evolved over time and in relation to the
electoral cycle, and the extent to which politicians as agents were able to counter or
modify institutional norms.

Chapter 2 presents the theoretical and methodological framework for evaluating
the role of ideological, electoral and institutional considerations, including by specifying
propositions (to be analysed in the empirical chapters) relating to the conditions under
which each independent variable will exert greater influence. These propositions are
related to debates in comparative research regarding the causal role of ideology, electoral

politics and institutions. Chapter 2 argues that, in the selected policy areas (economic



management, health care and defence), Conservative policy-making raises pertinent
guestions about ideological, electoral and institutional factors, and that studying this
combination of portfolios is well-suited to evaluating Thatcher’s leadership. This chapter
outlines the thesis’s methodology (comprising archival, memoir and interview evidence)
and, in particular, contends that archival research is appropriate as the research’s primary
research method.

Chapter 3 argues that the pattern of monetary and fiscal policy decisions was
driven by the institutional norms of the Treasury and responsiveness to international
financial markets. In opposition, electoral factors, alongside ideological and institutional
concerns to a lesser degree, underpinned support for monetary control. In the early
government period, conflicting ideological and institutional demands both influenced
policy. After a transitional period in late 1980 and early 1981, Conservative economic
management adhered to bureaucratic and international constraints, with such deviations
as occurred (such as relating to personal taxation from 1986 to 1988) determined by
electoral motivations and ministerial political positioning more than ideology.

Chapter 4 argues that Conservative efforts to reform health-service management,
without altering the model of general public provision, stemmed from institutional bias
towards controlling expenditure and central government’s desire to delegate responsibility
for performance. Radical proposals to introduce greater private finance featured at points
throughout 1975 to 1990, reflecting Thatcher’s ideational preferences and neo-liberal
aspirations, but were never adopted for electoral reasons. When political and financial
pressures prompted Thatcher to pursue the introduction of the internal market in the later
1980s (which originally did not form part of plans for the third term), reform ideas were
selected for compatibility with the Treasury’s institutional aims.

Chapter 5 argues that, despite ideological arguments for increasing the resources
of the armed forces, defence was gradually deprioritised owing to the doubts of both
politicians and officials about the political and policy effectiveness of expenditure on
defence relative to other areas. As opposed to resolving conflicts between neo-liberal and
neo-conservative aspects of their rhetoric, the Conservatives followed trajectories set by
domestic and international institutions. Specific security issues (such as Trident, arms
reductions and military operations) were recognised as more politically salient, but the
Conservatives focused on satisfying the demands of the domestic political environment and

external diplomatic constraints, not implementing an ideological agenda.
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Chapter 6 argues that there was no consistent ideological framework guiding
Conservative policy and that ideas were mainly invoked instrumentally for electoral and
institutional reasons. The long-term direction of Conservative policy was most closely
aligned with institutional considerations, with exceptions to this determined by political
factors, especially the electoral cycle and mid-term falls in government popularity. Chapter
6 also argues that archival research and the other methods used have proved useful in
identifying reliable evidence which supports insights about Conservative policy. The
conclusion contends that the findings cast doubt on existing portrayals of Thatcher’s
leadership and, in particular, the view that New-Right ideology played a major role in
driving policy decision-making. Whereas prior interpretations completed without archival
research emphasise the influence of New-Right ideology, this thesis’s extensive analysis of
archival evidence demonstrates that institutional and electoral factors were of greater

significance in policy formation.
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Chapter 1: Literature Review

1.1. Introduction

This chapter reviews the large body of existing political-science and historical research
regarding the policy-making of the Conservative Party under Thatcher’s leadership. This
literature is organised into three sections, each assessing work which primarily relates to
the explanatory power of one of three independent variables: ideology, electoral politics
and institutions. Previously, Marsh (1995, p. 597) and Kerr and Marsh (1999, pp. 172-175)
have divided explanations of Thatcherism as a phenomenon into political, ideological and
economic accounts, as well as emphasising the preponderance of political perspectives and
classifying seminal accounts such as Kavanagh (1990) and Gamble (1994) as political
interpretations. This chapter reappraises the literature by focusing on the contribution that
each account makes to our understanding of Conservative policy motivations. This chapter
argues that the substantive claims made by most of the existing literature, including
Kavanagh (1990) and Gamble (1994) insofar as they bear on policy-making, point to a
leading role for (New-Right) ideology in Conservative policy decisions. A smaller amount of
more specialised literature awards primacy in explaining Conservative policy motivations to
electoral or institutional factors. In drawing the boundaries of institutional explanations,
this chapter places accounts focused on the international economy as a constraint on
domestic actors (such as Clarke, 1988; Jessop et al., 1988) alongside accounts of domestic
institutional factors (in particular, Marsh and Rhodes, 1992a; Pierson, 1995), on the basis
that both international and domestic structures created institutional rules which exerted a
causal effect on Conservative policy decisions. This chapter accordingly approaches
explanations of Thatcherism from a different perspective to previous surveys.

The purpose of this chapter is to identify the main arguments and problems raised
by the literature. In the empirical chapters, ideological, electoral and institutional
explanations reviewed in this chapter will be tested against findings based primarily on
archival evidence, although also drawing on memoir and interview evidence. Utilising a
body of archival evidence wholly unavailable when most core political-science accounts
were produced (including Hall, 1983; Bulpitt, 1986; Jessop et al., 1988; Kavanagh, 1990;
Gamble 1994; Pierson, 1995; Kerr, 2001), and analysing many specific archival documents
unused in any previous research, this thesis presents a reassessment of ideological,

electoral and institutional explanations throughout the period of Thatcher’s leadership.
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The first section argues that ideological explanations are the dominant lens
through which most existing political-science accounts understand Thatcherite policy
motivations. The section highlights issues warranting further investigation, in particular
ideological coherence (including the balance between different aspects of Thatcherite
ideology), the role of specific beliefs in policy-making, the seeming failure of Conservatives
to implement the proposals of neo-liberal think tanks and the chronology of ideological
policy change. The second section argues that there are relatively few explanations which
directly identify electoral politics as the main factor explaining policy decisions. This section
suggests that further research is required on the extent to which policies offering material
benefits to specific groups were consciously adopted mainly to gain electoral support, as
well as whether changes in Conservative policy were driven primarily by the desire to
maximise general perceptions of competent state management. The third section argues
that explanations for policy-making related to domestic bureaucracies, policy networks and
international economic constraints should be considered as institutional factors. The
section suggests that we must explore how and why Conservative policy-makers responded
to prevailing institutional norms in different ways and whether the Open Marxist claim that
the Thatcher governments acted on behalf of capitalist interests as a whole is consistent

with policy decisions adverse to manufacturers.

1.2. Ideology

In the majority of the literature on Thatcherism and the Thatcher governments, New-Right
ideology is viewed as a major influence shaping the policy and political programme of the
Conservatives. This is reflected in interpretations exploring the content of ideological
beliefs, either in relation to Thatcherites specifically or in the context of the wider Anglo-
American New Right (Gamble, 1979; Gamble, 1983; Hall, 1983; Jacques, 1983; Hall, 1988;
Gamble, 1994; Cockett, 1995; Gamble, 2012; Stedman Jones, 2012; Sutcliffe-Braithwaite,
2012). However, the central role of New-Right ideology in shaping Thatcher’s leadership is
also accepted in wider accounts addressing the impact of Thatcherism on British politics
and policy-making (Holmes, 1989; Kavanagh, 1990; Kerr and Marsh, 1999; Kerr, 2001; Hay
and Farrall, 2014; Smith, 2015). Using archival evidence to study specific policy areas across
the period of Thatcher’s leadership, this thesis seeks to revisit and test the relationship

between the ideology of the New Right and Conservative policy-making from 1975 to 1990.

13



A key question facing ideological interpretations is whether the component beliefs
together constituting the ideology of Thatcherism can be classified as a coherent doctrine.
While emphasising the ideological dimension of Thatcherism, Hall (1983; 1988) and Jacques
(1983) also acknowledge and highlight the varied elements within the ideology of
Thatcherism. Hall (1983; 1988) provides an account of Thatcherism as a manifestation of
authoritarian populism. In a classic essay accounting for the electoral failure of social
democracy, Hall (1983) presents Thatcherite ideology as a mixture of free-market rhetoric
with a right-wing approach to social areas such as race and policing. Similarly, Jacques
(1983, pp. 52-54) defines Thatcherism as both an anti-collectivist economic project
(representing a return to Conservatism before the Second World War) and a right-wing
reactionary ‘backlash’ which arose in opposition to modern social forces (the labour
movement, feminism and social permissiveness). The idea of ‘backlash’ against modern
society suggests that the boundaries of the Thatcherite right are loosely drawn because it is
partly a negative response to socioeconomic developments. There are tensions within
Thatcherite ideology according to the accounts offered by Hall (1983) and Jacques (1983):
simultaneously, Thatcherism is understood as both authoritarian and anti-collectivist as
well as both populist and traditionalist. To what extent can these strands of right-wing
thought be treated as related components of a coherent and distinctive Thatcherite
ideology? Shock (2020, pp. 256-259) observes that, in defining Thatcherism in Gramscian
terms as a hegemonic project, Hall (and other contributors to Marxism Today on the
subject of Thatcherism) necessarily regarded Thatcherism as more coherent than can be
justified. The argument that Thatcherism is incoherent is a criticism which Hall previously
faced and addressed in the 1980s. Jessop et al. (1988, pp. 71-74) claim that Hall’s
‘authoritarian populism’ thesis is made unclear by the divergent nature of authoritarianism
and populism, charging Hall with stretching these concepts to marry together multiple
critiques of Thatcherism and presenting Thatcherism as a ‘monolithic monstrosity’. In
response, Hall (1988, p. 157) notes that he has always acknowledged the contradictions
between the Thatcherite values of authority and individualism, expressly arguing for a
looser conception of ideology and that incoherence is a feature of Thatcherism in his
account. Regardless of the definition of ideology preferred, if Thatcherism lacked a high
level of coherence, as is accepted by Hall (1988), this may have affected (and possibly
limited) the capacity of Thatcherite ideology to determine specific policy decisions in a
consistent manner. Establishing whether or not Thatcherite incoherence impeded the

effect of Thatcherite ideology on policy-making requires empirical investigation.
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An essential part of the argument put forward by Gamble (1994) is that
Thatcherism was an ideological construct combining the values of ‘The Free Economy and
the Strong State’. His account offers an ideological perspective which develops a similar
(though not identical) reading of Thatcherite ideology as a combination of anti-collectivist
and conservative elements as Hall (1983; 1988). Accepting that a pragmatic approach to
obtaining and exercising power has generally been a characteristic of the Conservative
Party, Gamble (1994) aims to integrate politics with his analysis of Conservative ideology
under Thatcher. Gamble’s interpretation of Thatcherism has accordingly been labelled as a
‘politicist’ explanation which gives less weight to the role of ideology (Marsh, 1995, p. 611).
Although Gamble (1994) is sensitive to the political context in which Thatcherism was
formed, reading his work as a mainly political account is not a fair reflection of its central
argument relating to the balance between different elements of Conservative ideology.
Defending Thatcherism from criticism that it favours ideology over the task of winning
power, Gamble (1994, p. 152) argues that Thatcherism linked ideology and politics by
adopting a statecraft strategy which aggressively advanced rather than opportunistically
recoiled from ideological aims. Yet this assumes that ultimately the Conservatives aimed to
achieve a desired ideological end state, as opposed to Conservatives alternating between
ideational proposals in order to satisfy electoral purposes. This assumption is embedded
within Gamble’s analysis of specific policies, from framing the response to public disorder
as part of an agenda to bolster state capacity, to suggesting that efforts to control public
expenditure reflected a desire to reduce the size of the public sector relative to the private
sector (Gamble, 1994, p. 116, p. 123). Policies are attributed to ideological objectives. The
existence of a guiding ideology is accordingly integral to Gamble’s argument. Gamble
(1994, pp. 172-173) conceives Thatcherite politics as the Conservatives’ effort to reshape
society so that a market economy was combined with the restoration of state authority,
explicitly linking the doctrinal beliefs of the Conservatives and Thatcher’s political project.
Whereas the party gaining and retaining power for its own sake is central to the statecraft
interpretation put forward by Bulpitt (1994, p. 21), Gamble’s conception of statecraft is
predicated on the assumption that partisan politics has been secondary to upholding state
authority in the history of the Conservative Party (Gamble, 1994, p. 170). In this sense,
Gamble’s emphasis is on ideological rather than electoral considerations.

In order to assess the relationship between ideology and policy, this thesis must
consider the extent to which the ideological beliefs identified by Gamble (1994) can explain

policy decisions under Thatcher’s leadership. In doing so, we are not merely assessing the
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influence of individual beliefs in isolation, but the role of Thatcherite ideology as a whole.
Gamble (1994, p. 171) argues that Thatcher and her allies saw preserving national defence,
enforcing law and order, and containing the threat posed by the labour movement as
critical to repairing the damage sustained to the authority and image of the British state
during the post-war decades. Conversely, perceived government incursions on markets in
spheres such as industrial management, labour relations and incomes policy were seen as
undermining the authority of the state (Gamble, 1994, p. 169). Thus, Gamble (1994)
presents the liberal and conservative elements of Conservative ideology under Thatcher as
linked intellectually in their visions of the state and the economy. Gamble’s portrayal
linking these halves of New-Right thinking is related to his previous work presenting
markets and a stronger role for the state as elements of a Thatcherite framework modelled
on the German concept of a social market economy (Gamble, 1979; Gamble, 1983, p. 127).
German ordoliberals proposed using the state to prevent social interests and popular
democracy from undermining the rules and functioning of market capitalism (Ptak, 2009;
Bonefeld, 2012). Gamble (1994) does not explore the relationship between German
ordoliberalism and Thatcherism further. Moreover, Gamble (2003, p. 160) suggests that
Thatcherism as it developed favoured American over European models of capitalism.
Whichever intellectual parallels are most applicable, the key point is that Gamble (1994, p.
35) presents the liberal and conservative strands of Thatcherite ideology as joined together
as part of ‘the doctrine of the free economy and the strong state’. The separate elements
do not merely co-exist, but are related to some degree, albeit sometimes pointing in
contrasting directions. Gamble (1994) offers a powerful case for the causal role of ideology
in shaping Thatcher’s leadership and her governments. This thesis will empirically assess
whether Conservative policy-making was determined by the principle of strengthening
state authority in aid of free-market capitalism.

Making judgements about the impact of ideology on policy-making under Thatcher
requires clarity about the content of ideological influences. Recent accounts give greater
prominence to neo-liberalism or market liberalism and do not have an explicit focus on
authoritarian populism or the authority of the state. In explaining the influence of neo-
liberalism on the Reagan and Thatcher administrations, Stedman Jones (2012, p. 262) cites
Conservative support for supply-side reforms and the introduction of market mechanisms
within public services as evidence of neo-liberal thinking under Thatcher. Stedman Jones
(2012) is right to highlight the appeal of these ideas to Conservative politicians in the

1980s, but leaves unaddressed the question of whether the marketisation of public services
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under Thatcher’s leadership went as far as neo-liberals hoped. Similarly, Ortolano (2019)
frames Thatcher’s premiership as a determinative period in a transition from social
democracy to market liberalism. In particular, Ortolano (2019, pp. 261-262) defines
Thatcherism as limiting the range of acceptable policy options based on ‘market-oriented
logic’. These interpretations reflect the propensity noted by Hay and Farrall (2014, p. 9) for
newer accounts to overlook to the conservative dimension of Thatcherism without any
attempt to expressly dispute its significance.

The need to stretch the concept of neo-liberalism in the context of Thatcherite
policy-making suggests that there may be limited analytical purchase in conceiving of
Thatcherism as economic liberalism. This is particularly so when analysing policy areas such
as home and foreign affairs where economic values are less relevant. Noting the decline in
the term ‘Thatcherism’, Farrall and Jennings (2014) present uncompromising Conservative
rhetoric on criminal justice — associated with social authoritarianism rather than economic
liberalism — as part of a neo-liberal paradigm. The concept of neo-liberalism is stretched to
include non-economic ideas. By comparison, Gamble (2012) distinguishes between neo-
liberal economics and neo-conservative elements within the Thatcherite project,
characterising approaches to defence and public order as neo-conservative. Like Stedman
Jones (2012), Gamble (2012) situates Thatcherite ideological origins within the Anglo-
American New Right; the approach of Gamble (2012) differs as it incorporates neo-
conservatism as a corollary to neo-liberalism, mirroring Gamble (1994). In assessing the
connection between ideology and policy, this thesis will take the view of ideology in the
interpretation of Gamble (1994) at the starting point, thereby avoiding the possible
downsides of equating Thatcherism with only economic liberalism. Nonetheless, in
undertaking the empirical research, this thesis will consider any evidence that Gamble’s
understanding of Thatcherite ideology should be modified (for instance, by adopting a
narrower focus on economic liberalism or conservatism).

The difficulty in identifying a precise (liberal or conservative) ideological bias
suggests that we should consider instrumental as well as ideological reasons for policy
choices. Among historians engaged with research on the British New Right, Sutcliffe-
Braithwaite (2012) most closely addresses political-science debates over the coherence of
Thatcherite thought. While noting the diversity of neo-liberal opinion in the decades
preceding the Thatcher governments, Sutcliffe-Braithwaite (2012, p. 512) contends that
remedying national moral decay was the defining mission of Thatcherism and that

Thatcherites selected particular neo-liberal ideas consistently according to this ideological
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bias. On this basis, Sutcliffe-Braithwaite (2012, p. 520) claims that Thatcherism (as distinct
from neo-liberalism as a whole) was a coherent ideology. Sutcliffe-Braithwaite (2012)
reaches the same conclusion as Hall (1983; 1988) that Thatcherism was ideological, but
departs in expressly arguing that Thatcherite ideology meets the criterion of coherence.
Sutcliffe-Braithwaite (2012) can classify Thatcherite ideology as coherent as she develops a
narrower account of Thatcherite ideology focused on conservative morality separate from
deregulated markets. Sutcliffe-Braithwaite’s focus on moralistic conservatism presents an
exception to the general trend of recent accounts emphasising economic liberalism noted
by Hay and Farrall (2014, p. 9). In her empirical analysis, Sutcliffe-Braithwaite (2012)
succeeds in illustrating the relevance of moralistic conservatism to the aspects of welfare
policy she discusses. Yet a problem facing Sutcliffe-Braithwaite’s wider argument is that
non-moralistic aspects of Thatcherite thinking appear to have had equal or greater overall
effect. For instance, the account of pensions policy by Davies, Freeman and Pemberton
(2018) reveals the triumph of consumerism, not conservative morality, on an occasion
when Thatcherites were forced to select between contrasting neo-liberal tenets. Such
cases may reflect either that the Conservatives’ ideological bias is not as Sutcliffe-
Braithwaite (2012) proposes or that policy-makers discriminated between right-wing ideas
on non-ideological grounds such as electoral self-interest.

This thesis will seek evidence as to whether the Conservatives adopted policies on
their own merits or for instrumental purposes. Jacobsen (1996, p. 288) argues that ideas
(and particularly economic ideas) are selected and contorted to fulfil the interests of the
actors who embrace them. If so, there is danger in ascribing ideological motivations to a
policy based on rhetoric. Graham (1997, pp. 124-126) contends that economic under-
performance under Thatcher can be explained by Conservative acceptance of unrealistic
economic ideas based on the classical model of perfect competition and Hayek’s approach
to market spontaneity. Graham (1997, p. 124) dismisses alternative explanations stressing
economic forces outside ministerial control or ministerial ineptitude, but fails to consider
whether Conservative acceptance of unrealistic ideas was chiefly driven by a genuine desire
to attain implementation of those policies as part of a wider vision. Based on archival
evidence of policy discussions, this thesis will consider electoral and institutional as well as
ideological motivations for policy decisions. Whereas Graham (1997) suggests that ideology
prevented ministers from foreseeing the consequences of their policies, Evans (1997)
argues that monetarist theory led Thatcher and Geoffrey Howe to deliberately increase

unemployment in the early 1980s as a means of controlling inflation. On its own, Evans’s
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argument pinpoints a role for economic ideology in providing a road map to reducing
inflation, but has limitations in explaining why the Conservatives decided that rises in
unemployment could be tolerated to reduce inflation. Drawing on the statecraft approach
proposed by Bulpitt (1986), Tomlinson (2012, p. 77) argues that the Conservatives invoked
the danger of inflation in the late 1970s and early 1980s in order to restore dominance in
political debate and improve perceptions of Conservative governing competence. In the
context of policy-making, a focus on ideology in isolation implies that politicians select the
policies to which they are most philosophically inclined. We must consider ideological
explanations for policy choices, but also electoral and institutional factors.

In explaining the appeal of New-Right ideology, the existing literature identifies a
range of functions performed by think tanks promoting free-market economics. Surveying
the role of think tanks on the New Right in Britain, Cockett (1995, p. 283) credits the
Institute of Economic Affairs (IEA) with developing a broad neo-liberal intellectual
framework, the Centre for Policy Studies (CPS) with persuading Conservative
parliamentarians to embrace neo-liberal principles and the Adam Smith Institute with
developing neo-liberal policy solutions. Desai (1994) stresses the role of the Mont Pelerin
Society, IEA and the CPS not only in providing a policy programme, but in promoting this
hegemonic vision within wider political and social discourse. In assessing the significance of
ideological considerations, this thesis should be alert to the direct role of think tanks within
the policy-making process itself and the indirect influence of think tanks on policy through
shaping the wider political and institutional environment.

However, the failure of Conservative politicians to pursue the objectives of neo-
liberal think tanks, especially in the areas of public service reform and welfare policy, raises
questions about both the influence of think tanks themselves and the general significance
of ideological considerations. In relation to welfare, education and health policies, existing
research demonstrates that Conservative ministers failed to pursue the proposals of neo-
liberal think tanks in major policy areas such as education, health and the welfare state
(including proposals to which think tanks attached great importance), prompting significant
dissatisfaction among neo-liberal thinkers (Desai, 1994, p. 35; Cockett, 1995, p. 309;
Jackson, 2012, p. 60). Desai (1994, p. 35) argues that Conservative rejection of think-tank
policies (including school vouchers and a negative income tax) stemmed from electoral
concerns and notes that this created frustration among think tanks. Jackson (2012, p. 60)
suggests that neo-liberal intellectuals doubted that their proposals could ever be endorsed

by voters and sustainably implemented by politicians within the majoritarian model of
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democracy to which the Conservatives were committed. If think tanks were correct in
supposing that political constraints prevented Thatcher following radical instincts, then this
suggests that ideological considerations alone are limited as a guide to policy-making. At
present, a paradox exists, given the Conservatives’ apparent failure to even attempt to
achieve some of the core aims of neo-liberal think tanks.

Apart from literature focused on ideology, ideas and intellectuals, the role of
ideology (and particularly its influence on policy outcomes) is also prominent in literatures
concerned with the chronology of British politics and Thatcher’s style of political
leadership. Supporters of the Thatcher governments and more detached analysts alike
emphasise Thatcher’s first election victory in 1979 as a turning point heralding the end to a
post-war policy settlement and the beginning of a new Thatcherite settlement. In assessing
the claims of these literatures, we should bear in mind that the longevity, symbolism and
electoral success of the Thatcher governments may risk leading students of Thatcherism to
overlook underlying continuities in policy and politics. Kavanagh (1990) presents Thatcher’s
rise to power in 1979 as a turning point away from a political and policy consensus forged
in the Second World War and its aftermath. While noting that the welfare state and
National Health Service (NHS) were shielded from the IEA and the Adam Smith Institute’s
reform proposals due to electoral concerns, Kavanagh (1990, p. 241) concludes that the
Thatcher governments fulfilled an ambitious reform agenda and that their achievements
were substantial compared to most twentieth-century governments. This analysis
emphasises the significance of the policy objectives which were achieved over the
ideological endeavours that could not be attempted due to political constraints. Unlike
Kavanagh (1990), Holmes (1989) adopts an explicitly right-wing perspective, but shares
Kavanagh’s core argument that Thatcher’s premiership involved major political and policy
changes. For instance, the reduction in trade-union power signified by the 1985 Miners’
Strike is cast as a major ideological and political victory for Thatcherism (Holmes, 1989, p.
54-56). While such events undoubtedly constituted symbolic victories for Thatcher’s
political project, this does not reveal much about the underlying balance of ideological and
political motivations. Even if Kavanagh (1990) and Holmes (1989) are right in judging that
the Thatcher governments left a substantial legacy, this does not mean that these
achievements were ideologically motivated. A conclusion regarding the significance of
ideology requires an analysis of the policy-making process.

Other accounts are less convinced of the Thatcher governments’ transformative

impact. To the extent that it is disputed that the Conservatives had a major effect on the
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economy and wider society, the question for this thesis is determining whether any failure
to attain ideological objectives stemmed from a lack of ideological motivation. Riddell
(1989, pp. 206-207) argues that the Thatcher governments failed to reverse Britain’s
economic decline and that the expansion of home ownership in the 1980s was largely
attributable to the deaths of first-time home owners in the aftermath of the Second World
War. Similarly, Kemp (2014, p. 168) notes that, with the notable exception of Right to Buy,
government initiatives to increase home ownership failed and are little remembered. In
relation to the labour market, Riddell (1989, p. 68) argues that a strong tendency towards
inflationary wage increases remained under the Thatcher governments, leaving unchanged
a structural problem which placed post-war Britain at a competitive disadvantage. Riddell’s
account suggests that little changed. On the other hand, Brittan (1989) accepts that the
late 1970s was a turning point in British economic policy, but points to previous
experimentation with monetarism under the Callaghan government and argues that the
Thatcher governments supported a policy direction which would have been inevitable in
any case. The Callaghan government voluntarily announced an M3 monetary forecast in
July 1976 and subsequently committed to a Domestic Credit Expansion target as part of the
conditions for the December 1976 International Monetary Fund loan (Ludlam, 1992, pp.
721-722; Needham, 2014a, p. 107). By comparison, the 1981 Budget in the first two years
of the first Thatcher government represented a significant U-turn and effectively
abandoned monetary targeting as the focus of policy (Needham, 2014b). This research
points to significant continuities in housing, labour relations and monetary policy (all
focuses of Thatcherite policy-making). In the same way that radical change is not evidence
of underlying ideological motivations, the existence of policy continuity does not
demonstrate that the Conservatives lacked significant ideological motivation. Nevertheless,
within those policy areas where the decisions of Conservative politicians reflected
continuity more than change, we should consider the role of institutional and electoral
constraints as well as New-Right ideology as explanations for decisions.

A potential weakness of existing accounts is an emphasis on Thatcher’s personal
leadership without reflecting the influence of other senior Conservatives. Kavanagh (1990,
pp. 272-275) points to Thatcher’s personal qualities as a ‘mobilizer’ who drove forward
change in the face of impassioned opposition and imposed her will on the Cabinet.
Likewise, Holmes (1989, p. 153) credits Thatcher’s dominance within her administration is
credited with ensuring that government remain committed to a radical course in spite of

intense opposition. Yet there is reason to doubt if Thatcher’s personal role was as
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significant as portrayed in these accounts, especially as regards the key area of economic
policy. In a study of Conservative economic policy-making up to 1979, Williamson (2015,
pp. 228-231) argues that Thatcher’s input was minimal. Later, in the course of 1990,
despite her years-long opposition to membership of the Exchange Rate Mechanism,
Thatcher was compelled through political and institutional pressure to allow John Major as
Chancellor to signal impending ERM membership and ultimately agreed to entry in October
1990 (Smith, 1992, pp. 166-171; Thompson, 1996, pp. 161-163, pp. 172-176). At either end
of Thatcher’s leadership, the existing empirical findings do not fit easily with the
propositions that Thatcher’s personal role was uniquely important or that she succeeded in
controlling her senior colleagues. These examples do not mean that Thatcher’s contribution
was generally unimportant, but they do establish a need to look beyond Thatcher’s own
views in understanding Conservative policy motivations. Bulpitt (1995, p. 518) holds that a
party leader’s political allies and advisers form part of a single unit dubbed ‘the Court’
which governs the country according to its self-interest. Treating ‘the Court’ as a unitary
actor also presents difficulties, given differences between Thatcher and Nigel Lawson by
the later 1980s. This thesis will extend analysis beyond Thatcher to also discuss the
motivations of senior colleagues and advisers, evaluating disagreements as well as
cooperation at the top of the Conservative Party.

Evolutionary accounts of the Thatcher governments concentrate on advances in
policy content without accounting for policy motivations. In order to explain differing
conclusions about the character of the Thatcher governments, some scholars have sought
to divide the Thatcher premiership into chronological periods distinguished by different
degrees of ideological coherence based on the radicalism of the policies pursued. Rather
than assuming that the pursuit of more radical policies in a particular phase necessitated a
greater role for ideology, there is a need to consider whether the significance of ideological
motivations followed the same chronology. It has been argued that the Thatcher
governments became gradually more radical with time (Gamble, 1994, p. 130; Kerr and
Marsh, 1999, p. 184; Jessop, 2015, p. 18-21). One explanation is that Thatcher and the
Conservatives entered office with broad ideological principles but without a developed
agenda and became more radical by the later 1980s due to strategic learning (Dolowitz et
al., 1996, pp. 467-469; Kerr and Marsh, 1999, pp. 185-186). Developing this argument, Kerr
(2001, p. 175) claims that 1987 was a turning point when Conservative policy-makers
(disappointed in their own government’s lack of achievement to date) formed a more

coherent strategy, leading to policies such as cutting the higher rate of income tax, the Poll
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Tax and NHS reform. By contrast, Moon (1994, pp. 47-48) suggests that Thatcher began
with the intention of ultimately adopting more radical policies and that the Conservative
policy agenda by her third term represented the culmination of a conscious strategy on
Thatcher’s own part to gradually build towards a more ideological policy programme.
Whether emphasis is put on learning in government or on eventual realisation of
Thatcher’s original plans, the consistent view is that policy-making in Thatcher’s third term
was distinctively radical. If a judgement is made solely based on the policies introduced,
third-term reforms such as the NHS internal market might be deemed more substantive
than before. However, we should not ascribe greater coherence to Conservative policy-
making by Thatcher’s third term based solely on policy content. If the Conservatives were
driven by electoral or institutional interests in making policy, as opposed to ideological
considerations, more or less radical policy outcomes may have resulted at different points
in time depending on the electoral or institutional context. An approach which infers
motivations based on policy content risks privileging ideology by assuming that the
Conservatives selected policies due to the policies’ inherent desirability. Instead, we must
consider if motivations behind Conservative policy-making differed between distinct sub-

periods.

1.3. Electoral Politics

Interpretations which principally view Thatcherism as an exercise in electoral politics,
rather than as an ideological project, are comparatively scarce. The terminology of
‘Thatcherism’ itself implies an ideology more than an electoral strategy. Even so, political-
science scholarship has explored public opinion and the causes of Conservative electoral
success during the Thatcher governments (Sanders et al., 1987; Crewe, 1988; Clarke and
Whiteley, 1990). From a policy-making perspective, the key question for this thesis is not
directly why the Conservatives won three consecutive general elections under Thatcher.
Instead, the key issue is if the Conservatives consciously made and implemented policy in
order to obtain electoral victory, with the strength of the connection to the actual
determinants of electoral support depending on politicians’ understanding of the
relationship between their policy decisions and electoral performance. The statecraft
approach proposed by Bulpitt (1986) provides the most explicit framework linking

Conservative electoral strategy and core changes in policy direction under Thatcher, but
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discusses only the period from 1975 to 1983. This thesis provides a broader appraisal
incorporating electoral factors across the Thatcher period.

Studies of public opinion reveal the absence of any widespread ideological shift
among the general public as well as growing polarisation within the electorate during
Thatcher’s premiership. To the extent that the Conservatives policies changed ideological
attitudes, this appears to have been limited to the direct beneficiaries. In outlining his
conception of statecraft, Gamble (1994, pp. 152-153) credits Thatcher with building a new
electoral strategy around a base of support for a dogmatic policy position, in a way which
One-Nation Conservatives had consistently portrayed as unviable. Yet if Conservative
policy-making was guided by the desire to persuade voters to embrace ideological
Thatcherism, it does not appear to have been successful overall, given the findings of
Crewe (1988; 1989; 1996). Public attitudes towards social and economic issues hardly
evolved towards a Thatcherite position, with sympathy for left-wing policies such as public
ownership remaining high in opinion polling (Crewe, 1988, pp. 41-44). Crewe (1989) deems
Thatcherism to be a failure insofar as it aimed to transform British public opinion, noting
growing public support for trade unions, the welfare state and nationalisation. Crewe
(1996, p. 403) highlights that Thatcher’s personal approval rating, at its height following the
Falklands War, was below the peak popularity of Callaghan, Wilson, Macmillan, Eden and
Attlee. The failure of Thatcherites to convince voters and Thatcher’s relative lack of
popularity is attributable to the polarisation of British politics, which limited Conservative
appeal. Bale (2012, p. 246) notes that Conservative support was highly concentrated in
southern England by the end of the Thatcher and Major governments, whereas the
Conservatives had been competitive throughout Great Britain in 1979. Between 1979 and
1992, there were swings of 2.8% and 2.5% towards the Conservatives in the south-east of
England and East Anglia, whereas there were swings of 4.1% and 3.6% in favour of Labour
in the north-west and north-east of England (Crewe, 1996, p. 414). The lack of general
ideological change and the trend of geographical polarisation each raise the question of
how popular the Conservatives expected their policies to be overall. If the Conservatives
were motivated by electoral politics and understood the political context that they
operated in, did they select policies to build support through policy agreement only among
particular segments of the electorate? Alternatively, did the Conservatives aim to cultivate
support through means other than policy agreement?

A relevant issue is whether the Conservatives offered material benefits to specific

voter groups in the hope of receiving their support. Increased polarisation does not
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necessarily mean that Conservative electoral strategy was limited to appeasing groups with
which they already performed well. Francis (2017) shows that Thatcher’s Conservatives
worried about unpopularity among black and Asian voters, but the attempted remedies
discussed in Francis’s article related mainly to presentation, not policy. To what extent did
policy changes contribute to expanding support from specific groups and to what extent
did the Conservatives pursue changes to gain support? Garrett (1992, p. 369) hypothesises
that council house sales, the expansion of share ownership and trade-union reform in the
1980s led to increased support for the Conservatives and free-market economics among
voters who were financially comfortable but of lower socioeconomic status. Garrett (1992,
p. 375) finds that the minority of voters directly affected by Conservative reforms did
become more economically liberal as well as being more likely to vote Conservative. This
change in attitudes differs from the findings about the whole electorate reached by Crewe
(1988; 1989). The contrast suggests that changes in public views were driven by the
material circumstances of voters. For this thesis, the question is to what extent
Conservative politicians selected policies because they anticipated additional support from
subsets of voters, particularly in the area of economic management.

Assessments of Conservative electoral performance against the context of the
domestic economy have identified a close relationship between Conservative support and
perceptions of economic performance. This should lead us to consider the possibility that
electoral considerations primarily led to Conservative policy-makers cultivating a general
impression of government economic competence (as opposed to persuading the electorate
to embrace Thatcherite ideology or enticing subsets of voters through material benefits).
Sanders et al. (1987, p. 313) find that the most significant factor causing an increase in
government popularity in the spring of 1982 (a precursor to Thatcher’s 1983 General
Election victory) was not the Falklands War but rising personal economic expectations,
which in turn resulted from changes in variables related to personal consumption including
individual taxation, consumer expenditure and interest rates. Similarly, studying
Conservative support over Thatcher’s second term, Clarke and Whiteley (1990, pp. 113)
find that both macroeconomic conditions and perceived performance significantly affected
Conservative popularity. Furthermore, Clarke and Whiteley (1990, pp. 116-117) contend
that Conservatives consciously loosened monetary policy in the first half of 1986 in order to
improve public perceptions of economic performance and thus increase government
popularity before the 1987 Election, based on data showing a relationship between these

variables and an explicit assumption that the Conservatives recognised this relationship.
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Clarke and Whiteley’s latter assumption would be more strongly illustrated by using direct
evidence of ministerial thinking behind policy decisions, rather than inferring intentions
from quantitative data about the effects of the decisions. The findings of Sanders at al.
(1987) and Clarke and Whiteley (1990) are consistent with the valence model of politics
presented by Clarke et al. (2004), under which voter choice is determined by judgements
about government performance rather than agreement with party ideology. By analysing
archival evidence of private motivations, this thesis is an opportunity to test whether
Conservative politicians made policy decisions for the purpose of changing public
perceptions of government performance.

By arguing that major shifts in Conservative economic policy under Thatcher
related to establishing perceptions of governing competence, the statecraft approach
proposed by Bulpitt (1986) provides a political explanation for a major turning point in
policy (in particular, the adoption of monetarist and free-market economics) traditionally
explained in ideological terms. Outlining the statecraft approach, Bulpitt (1986) argues that
winning elections and governing competently were the underlying aims of the Conservative
leadership during Thatcher’s tenure, identifying the political advantages of monetary
control (relative to incomes policies) as driving the shift in Conservative economic policy
after Thatcher succeeded Edward Heath. In defining statecraft, Bulpitt is interested in how
politicians seek and retain office, and outlines five dimensions of statecraft which
politicians must manage effectively to secure electoral success: party management, a
winning election strategy, political argument hegemony, governing competence and
another winning election strategy (Bulpitt, 1986, pp. 21-22). These concepts are presented
as part of a statecraft cycle as Bulpitt (1986, p. 22) envisages ‘a party in opposition’
entering government through a winning election strategy, demonstrating governing
competence in office and then securing re-election according to a new electoral strategy.
This was how Bulpitt conceived the evolution of the Conservative Party under Thatcher in
opposition and her first term as Prime Minister. Whereas Gamble (1994) relates
Thatcherite statecraft to ideology as well as electoral politics, Bulpitt (1986) highlights that
the calculations of politicians can be directed towards non-ideological goals. Even scholars
disputing the idea that Thatcherism can be understood using one mode of explanation
have recognised Bulpitt’s argument as offering a distinctive and valuable perspective
(Marsh, 1995, p. 597; Bevir and Rhodes, 1998, pp. 101-102). Some research using the
statecraft approach focuses on Bulpitt’s concept of political argument hegemony to amplify

the attention given to ideational factors (Stevens, 2002; Tomlinson, 2007; Hayton, 2014;
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Gamble, 2015). This risks missing an insight from Bulpitt (1986) about the role of governing
competence and other non-ideational functions. Although the concept of political
argument hegemony provides a potentially helpful way to integrate the instrumental role
of beliefs, the key contribution of Bulpitt (1986) is his argument that major policy changes
stemmed, not from ideological attachment, but from the party’s desire to demonstrate
governing competence.

Nonetheless, there are limitations in using the statecraft approach as a sole
framework for understanding Thatcherism, in the same way that ideological or institutional
explanations would be deficient in explaining all aspects of Thatcherism taken alone. By
emphasising the agency of politicians, the statecraft interpretation does not adequately
account for either the political environment or institutional constraints as influences on
political decision-making. On its own, the statecraft approach is accordingly incomplete as a
guide to the Thatcher governments. Buller (1999, p. 701) criticises the statecraft approach
for assuming that is usually possible for agents to ultimately achieve their aims with the
right governing strategy without sufficiently considering the structural impediments which
they may face or the ways in which the external environment may limit the options
available to an actor. Buller and James (2015) incorporate analysis of structural constraints
alongside a statecraft evaluation of Gordon Brown’s premiership. If economic or
international events are unfavourable for a governing party, it may be that there are few
statecraft choices available which would enhance their political prospects. Accounts which
explicitly prefer either structure or agency risk distorting political analysis by framing
questions and selecting examples which support a narrative focused exclusively on either
structural or agential factors (Hay, 2002, pp. 95-96). This is a downside of the statecraft
approach as an account which explicitly prioritises agency. While drawing on the statecraft
approach’s insights about the political importance of governing competence, this thesis will
also have regard for material aspects of electoral politics (in particular, public opinion)
outside the control of political actors, as well as the significance of institutional

considerations.

1.4. Institutions

In making policy, Conservative politicians across the period of Thatcher’s leadership (but
especially in government from 1979) may not have been wholly at liberty to achieve their

ideological aims or seek additional votes according to their inclination. Instead, decision-
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makers may have been constrained and influenced by the domestic and international
institutions which set the rules within which they operated. As with work which awards
primacy to electoral politics, literature which regards institutional factors as most
significant to policy-making is not as common as ideological interpretations. At the
domestic level, research grounded in historical institutionalism suggests that preferences
determined by pre-existing and evolving institutional norms shaped Conservative policy
decisions, especially in relation to monetary and fiscal policy (Hall, 1993; Pierson, 1995).
However, apart from domestic political and administrative institutions, this thesis argues
that we must also consider the possibility that the international economic context was an
external institutional constraint on Thatcherite policy-makers. Concerned that mainstream
interpretations are overly parochial in their understanding of the Thatcherite political
project, Open Marxist perspectives direct our attention to social class and the global
political economy, presenting Thatcherism as part of an international response to a crisis in
capitalist production (Clarke, 1988; Bonefeld, Brown and Burnham, 1995). Yet even if
Thatcherism was situated within, and constrained by, international and domestic
institutions, this does not preclude a role for political agency in mobilising, interpreting and
challenging institutional agendas and norms. The aim of this thesis is to consider and
evaluate both institutional influences on political decision-making and the role of politicians
as conscious agents.

The importance of Conservative policy-makers’ responsiveness to the interests and
culture of domestic institutions is highlighted by historical institutionalist accounts. The
tradition of historical institutionalism concerns the study of the relationship of political
processes to institutional frameworks over time (Sanders, 2008, p. 39). Historical
institutionalist perspectives have been fruitfully applied to the Thatcher governments and
the New Right. Specifically, Pierson (1995, p. 109) notes that early changes to
Supplementary Benefit in the Social Security Act 1980 stemmed from a review which
originated in 1975 and which the Callaghan government already planned to implement.
The trajectory of policy was unchanged. Subsequently, the Thatcher governments explored
major reforms to the residualist system of income-related benefits (such as introducing tax-
benefit integration) multiple times but declined to proceed on each occasion owing to
political dangers and fiscal challenges (Pierson, 1995, pp. 113-115). This case illustrates the
importance of past decisions in shaping future behaviour as well as the difficulties in
reforming well-entrenched systems. In addition, Pierson (1995, p. 177) presents Thatcher’s

aversion to budget deficits and Reagan’s prioritisation of tax cuts as reflecting the role of
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institutional and political conditions in leading New-Right policy-makers to favour different
neo-liberal principles (as central government in the British parliamentary system had
undivided responsibility for fiscal decisions). This raises the question of whether
institutional considerations influenced politicians in selecting between ideas, as opposed to
the Conservatives favouring or disfavouring alternative ideas due to ideological bias. In the
area of monetary policy, Hall (1993, p. 282) argues that a process of social learning about
policy effectiveness (primarily involving officials at the Treasury and the Bank of England,
not ministers) drove the adoption and eventual rejection of monetary control as a
technique under the Heath, Wilson, Callaghan and Thatcher governments in 1971-73, 1974-
76 and 1981-85 sub-periods. Hall’'s example points to a role for domestic bureaucracies in
shaping government policy-making. Did this pattern hold more widely? If so, we should ask
why party politicians prioritised adherence to domestic institutional norms and objectives
over their party’s ideology and electoral interests.

Seeking to explain an implementation gap between policy objectives and outcomes
under the Thatcher governments, Marsh and Rhodes (1992a) develop an account under
which the Conservatives were unable to achieve desired radical policy change due to policy
networks. If Riddell (1989) argues that the Conservatives failed to achieve their promises,
Marsh and Rhodes (1992a) propose opposition from policy networks (as a type of
institution) as an explanation for Conservative failure. Looking below the level of the core
executive, Marsh and Rhodes (1992a, pp. 184-186) point to the role of street-level
bureaucrats (including local authorities) and interest groups as part of policy networks,
which they identify as the single biggest factor preventing Conservative politicians from
making and implementing radical policies. In their compilation, Rhodes (1992, pp. 62-63)
identifies a lack of appreciation for the implications of infringing local autonomy, unrealistic
policy methods founded upon consumerist ideals and the resistance of policy networks as
reasons for the failure of Thatcherite policies on local government finance. In the case of
environmental policy, Ward and Samways (1992, p. 134) also find that policy networks
prevented radical change, with such change as did occur reflecting international forces.
Wistow (1992, pp. 114-115) notes the hostility of clinicians to the introduction of new
managerial practices within the NHS. This thesis is concerned with policy formation rather
than implementation, whereas Marsh and Rhodes (1992a) discuss both stages of the policy
process, so it is not possible for this thesis to evaluate all aspects of their interpretation.

Nevertheless, this thesis aims to identify and assess instances where concerns relating to
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institutions (including institutions outside the core executive) prevented radical policy
decisions or otherwise contributed to changes in Conservative policy.

The key contribution of Open Marxist accounts is casting changes in domestic
economic policy as part of an international response to a global crisis of capitalism. This
thesis accordingly examines international as well as domestic institutions as influences and
constraints on Conservative policy-making. Eschewing political ideology as a core
explanation, Clarke (1988) presents Thatcherism as the result of class struggle stemming
from a global crisis of capitalism. Specifically, it is contended that the international
economy was failing to generate sufficient profit to sustain public expenditure and wage
increases as part of the Keynesian Welfare State by the 1970s (Clarke, 1988, pp. 304-305).
This problem is seen as being particularly severe in Britain owing to low domestic
productivity and external competition from countries enjoying a comparative advantage
(Clarke, 1988, p. 341). On this account, national governments in the 1970s (particularly the
Callaghan government in Britain) responded to this crisis by abandoning Keynesianism for
monetarism, creating a contradiction between the government’s economic policies and the
institutional structures of domestic economies (Clarke, 1988, p. 330). For Clarke (1988, pp.
349-351), Thatcherism formed part of an international capitalist response to this
disjuncture, providing an ideological explanation for the failure of Keynesianism and a
justification for curbing the power of trade unions, so that capitalists could continue to
generate profit without meeting the material needs of the working classes. In this account,
New-Right ideology becomes a symptom rather than a cause of underlying changes. There
is a similarity between Clarke (1988) and the statecraft approach of Bulpitt (1986), in their
shared emphasis on monetarism as an instrument for monopolising political debate and
credibly explaining the failures of social democracy. This should prompt us to consider
whether Conservative political strategy under Thatcher provided a way of reconciling
British politics with changes in the international political economy. Overall, however,
Clarke’s perspective entails significant challenges for accounts focused on domestic politics.
If Conservative decision-making in the late 1970s and 1980s was closely tied to shifts in the
international political economy, then the causal significance of domestic political strategy
would seem to be minimal. To the extent that this is possible on the range of evidence
available, we should empirically study the influence of global forces on national politics.
This is achieved in this thesis by broadening institutional analysis to incorporate

international economic constraints as well as domestic bureaucracies.
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From a theoretical standpoint, regardless of whether policy changes stemmed from
international economic trends, developments within individual countries still unfolded
through the actions of particular political parties and politicians. As such, the politics of a
given country (such as Britain) remains worthy of study. This focus on the nation-state as a
category of analysis within both political and ideological interpretations of Thatcherism
alike is perhaps their greatest conceptual weakness according to Open Marxist accounts.
Bonefeld, Brown and Burnham (1995, p. 14) lament the lack of attention to international
experiences of Keynesianism and monetarism in the non-Marxist literature on Thatcherism.
Like Clarke (1988), Bonefeld, Brown and Burnham (1995, pp. 60-61) see Thatcherism as
part of a global capitalist response to the failings of Keynesianism. While this thesis
acknowledges that the international economic context is highly relevant to the rise of the
New Right across the world, including in Britain, international developments have to
interact with the politics of individual of countries through specific political actors,
particularly the elites of a country’s governing party. Even if the principal arguments of
Clarke (1988) are accepted, the forces through which monetarism displaced Keynesianism
as the ideology of international capitalism must still have altered the behaviour of political
agents within particular countries, regardless of whether the international trends
themselves were founded on structural shifts. Analysing the decisions of these agents, such
as by evaluating their ideological or electoral motivations, remains a worthy endeavour. In
light of international financial globalisation, Bonefeld, Brown and Burnham (1995, p. 15)
also question the assumption that states can control their own economic performance.
There is reason to doubt whether international financial globalisation has constrained state
capacities to the extent that domestic policy-makers are unable to influence domestic
economic outcomes. Garrett (1998) refutes the notion that shifts in the global economy
have prevented domestic politicians from pursuing their preferred macroeconomic
strategies in pursuit of partisan political objectives. We should accordingly be sceptical of
claims that Thatcherite policies can be explained through global economic shifts without
also considering the nuances and circumstances of the British case.

By focusing on the economic interests and social groups mobilised by Thatcher’s
leadership at different stages, Jessop et al. (1988) identify voter coalitions to which the
Conservatives might be expected to have appealed if they were defending class interests in
light of an international crisis of capitalism. This posits a connection between the
constraints of the capitalist economic system (afflicted by a crisis of profit) and the routes

to Conservative electoral success. In particular, Jessop et al. (1988, p. 60) argue that
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Thatcherism began as a ‘social movement’ drawing upon those sections of society which
were antagonistic towards the post-war consensus and the welfare state. Associations for
the self-employed, federations of small businesses, vigilante organisations, middle-class
associations, libertarian groups and neo-liberal think tanks active in the 1970s are all cited
as forming part of this social movement (Jessop et al., 1988, p. 61). In the mid and later
1980s, Jessop et al. (1988, pp. 171-180) suggest that de-industrialisation and financial
liberalisation created a power bloc consisting of those who have benefited from the new
economic structure and rising inequality, delivering the 1983 and 1987 election results.
Jessop et al. (1988) specifies the social conditions which made it possible for the Thatcher
governments to assemble three successive winning coalitions, but it is less useful in
accounting for how the Thatcher governments successfully mobilised support from these
voters. Jessop (2015, pp. 18-20) highlights the decision to drop monetarism from 1982 and
the Thatcher governments’ turn towards supply-side economics after 1984 as key turning
points in the formation of a new base. Arguably, Jessop (2015) supposes too strong a
connection between patterns of electoral support and the policies adopted at particular
points in time, especially in the case of the 1983 election when Conservative rhetoric was
yet to fully adjust to the post-monetarist position adopted privately. On the other hand, a
strength of the analysis developed by Jessop et al. (1988) and Jessop (2015) is sensitivity to
chronological differences across the timespan of Thatcherism. Without presupposing an
alignment between policies and social classes, this thesis will assess the factors most
influential on Thatcher’s leadership (and the conditions which affected their degree of
influence) in each parliamentary term.

In emphasising that Thatcherism was a product of class struggle, an empirical
paradox facing Marxist interpretations is actions by the Thatcher governments which
disadvantaged capitalist interests. In the early 1980s, output in export sectors contracted
considerably due to an unprecedented appreciation of the currency related to government
policy (Tomlinson, 2007, pp. 5-6). Britain became a net importer of manufactured goods for
the first time in 1982 and net manufacturing investment fell by over 30% between 1980
and 1988 (Jackson, 1992, pp. 22-24). On the face of it, this was to the financial detriment of
industry as well as the unemployed. Confronting this question, Leys (1985, p. 22) argues
that Britain’s status as the first country to industrialise, underpinned by imperial and naval
power, meant that British industry was able to expand without manufacturing interests
developing and promoting their own hegemonic outlook, in stark contrast to continental

Europe. In the absence of manufacturing hegemony in the early 1980s, Leys (1985, p. 17)
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suggests that leading manufacturers tolerated material losses in order to curb the power of
trade unions, prioritising the interests of the capitalist system in the face of a perceived
socialist threat. International commercial interests are identified as the dominant force
within Britain’s power bloc rather than manufacturing (Leys, 1985, 20). Other Marxist
scholarship also stresses the pre-eminent position of the financial sector within the
structure of British capitalism and the financial sector’s close ties to the state (Longstreth,
1979; Ingham, 1984). From a non-Marxist viewpoint, Middlemas (1994, p. 439) notes the
lack of influence exerted by industry on macroeconomic policy formation in the early
1980s, even when monetary control was relaxed. Compared to Clarke (1988), Leys (1985) is
sensitive to the details of Britain’s industrial development, rather than assuming that the
rise of Thatcherism was an inevitable result of global economic forces. Whereas Leys (1985)
sees the dominance of non-manufacturing business interests as the result of long-term
trends within British history, Robinson and Harris (2000) instead identify the growth of a
multi-national capitalist class associated with financial globalisation as central to the rise of
neo-liberalism within British politics. This raises the question of whether manufacturers
were superseded due to economic globalisation or alternatively if they never commanded
much influence. In either case, the key implication of Leys (1985) is that the Thatcher
governments represented a base comprising commercial and financial interests, limiting
the potential influence of manufacturing capital.

Yet this leads to an intellectual inconsistency, as Open Marxist scholars are strident
that finance capital should not be elevated over industry in explaining the rise of
Thatcherism. At the outset, Clarke (1988, pp. 3-5) claims that the emergence of the New
Right in the 1970s and 1980s did not involve a clash between industrial and financial
interests, arguing that capitalists across diverse sectors were motivated primarily by the
prospect of falling income from the failure to sustain growth under Keynesianism. Likewise,
Bonefeld, Brown and Burnham (1995, pp. 186-189) dismiss the view that financial services
have triumphed over industry in the British economy because British capitalism failed to
reach the same stage of development as other nations. In particular, Bonefeld, Brown and
Burnham (1995, p. 187) present financial globalisation as a relative strength of British
capitalism as a whole, including the industrial sector as well as the financial sector. This
contradicts the argument advanced by Leys (1985) that the absence of manufacturing
hegemony was attributable to long-term characteristics of British economic development.
More importantly, if we adopt Clarke’s assumption that all sections of British capitalism

were equally motivated by increasing their own profits, then the empirical problem which
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Leys (1985) sought to address (namely the willingness of manufacturing interests to
tolerate reductions in profit) still requires an answer. If these interpretations cannot
persuasively explain why Thatcher pursued policies which harmed industrial interests, this
should prompt us to consider wider explanations. Conservative policy choices which
seriously damaged the manufacturing sector cannot be easily reconciled with the
proposition that the Conservative Party under Thatcher’s leadership was engaged in a class
struggle on behalf of industrial elites. The direct motivations behind policy choices,
including those disadvantageous to the manufacturing sector, may be perceptible based on
archival evidence of policy-making. Were policies dictated by a global imperative to
maintain sufficient profit for capitalist interests and which firms, if any, enjoyed privileged
access to policy-making? Without foreordaining any answers, this thesis will evaluate the
role of the international economy as an institutional constraint on Conservative policy-

making.

1.5. Conclusion

In considering ideological, electoral and institutional explanations for Conservative policy-
making under Thatcher, this chapter categorises and reflects on the arguments of the
existing literature in a way that justifies the thesis’s choice of ideology, electoral politics
and institutions as variables for subsequent analysis. If we adopt a focus on policy-making,
even accounts such as Kavanagh (1990) notionally concerned with politics accept a critical
role for Thatcherite ideology (as the premier British version of a wider Anglo-American
New-Right ideology) in setting the overall Conservative policy direction under Thatcher’s
leadership. Based on these explanations, the starting point is that Thatcherite ideology (as
understood by Hall, 1983; Gamble, 1994) shaped Conservative policy-making. This leads to
the questions of whether Conservative policy motivations were actually grounded in
ideological considerations in the way that the literature suggests and what were the
relative roles of electoral politics and institutions in shaping the trajectory of policy
decisions. By examining a wide array of unused archival evidence of the policy-making
process, this thesis fulfils the function of testing and developing the existing ideological,
electoral and institutional accounts.

Beyond the overarching question about the relative significance of ideology,
electoral politics and institutions in Conservative policy-making, this chapter has

highlighted specific issues relating to the conditions under which a particular variable was

34



of greater or lesser importance according to the existing literature on Thatcher’s
leadership. While conditions are not usually stated explicitly, existing research identifies
circumstances when ideology, electoral politics or institutions mattered more or less than
at other points. For instance, there is a consensus that Conservative policy-making became
more ideological with time over the course of the Thatcher governments (Moon, 1994;
Dolowitz et al., 1996; Kerr and Marsh, 1999; Jessop, 2015). Similarly, the findings of
Sanders et al. (1987) and Clarke and Whiteley (1990) indicate that there was a cycle
relating to the timing of elections which increased the salience of electoral motivations. To
what extent were the significance of ideology, electoral politics and institutions each
dependent on the conditions implicitly identified in the existing literature on Thatcherism?
Furthermore, is existing scholarship on the Thatcher governments consistent with the
comparative literature relating to the circumstances when ideology, electoral politics and
institutions affected policy-making? These questions will be studied further as part of the

theoretical framework outlined in the following chapter.
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Chapter 2: Theory and Methodology

2.1. Introduction

The main purpose of this chapter is to outline the theoretical framework which will be used
to explain Conservative Party policy-making under Thatcher. This framework is designed to
address the issues identified as requiring further research in the previous chapter,
particularly relating to temporal shifts in Conservative policy motivations (involving the
evolution of Thatcherite ideological coherence and the electoral cycle) as well as variation
in how politicians responded to their institutional environment. This chapter will present
ideology, electoral politics and institutions as independent variables to be used in studying
Conservative policy-making, drawing on the model of party competition presented by
Strom (1990) as well as comparative findings related to each variable. By integrating
comparative insights, this thesis will refine our understanding of when we can expect these
variables to have shaped policy-making. The chapter specifies conditions under which each
variable might be expected to have been more significant in influencing Conservative policy
decisions. Furthermore, the chapter justifies the choice of policy areas to be studied as part
of the thesis and defends the suitability of archival research as the principal method for
studying Conservative policy-making in the late 1970s and 1980s. The theoretical and
methodological approaches outlined by this chapter are crafted to satisfy the challenges of
ascertaining and evaluating the reasons why Conservative politicians selected policies.

This chapter is divided into three sections. The first section proposes the expected
conditions under which ideological, electoral and institutional considerations were each of
greatest significance to Conservative policy-making at different points in time. The research
findings will be evaluated against these propositions. While avoiding formal hypotheses to
be proved or rejected as part of the thesis, this section outlines expectations concerning
when each of the independent variables may have been important. Drawing on
comparative work, the expectations identify a consistent set of relevant questions to
consider, as a starting point, when examining the data in each empirical chapter. The
second section introduces the policy areas selected for research before they are addressed
in detail in the following chapters. It argues that the selected policy areas are useful for
evaluating the three independent variables and engaging with the strengths and
weaknesses of the literature discussed in Chapter 1. The third section describes and

justifies the choice of archival research as the main research method for applying the
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theoretical framework and studying policy-making during Thatcher’s leadership. This
section acknowledges that there are difficulties in attributing policy decisions to specific
motivations. However, it argues that archival research is the most suitable method
available for analysing the detail of Conservative policy and can provide reliable evidence
about the role of ideological, electoral and institutional considerations. The section also

discusses other types of evidence used in the thesis, particularly memoirs and interviews.

2.2. Expectations

The previous chapter argues that additional research would be useful in clarifying the
causal significance of ideology, electoral politics and institutions, in relation to each other
and taken in isolation. The purpose of this section is to outline the conditions under which
we might expect ideology, electoral politics or institutions to have been important in the
policy-making process. The main aim of this thesis is to reach conclusions about the relative
significance of each independent variable, but it is necessary to approach the evidence with
more developed expectations than stating that one of the three variables was most
important. The analysis will be improved by exploring understandings of why and when
each variable mattered based on comparative research. Gerring (2010, pp. 1505-1508)
emphasises that it is easier to explain that two variables are related than to identify why
they are related. This is a challenging task, but is worthwhile. For instance, hypothetically
arguing that electoral strategy was more influential than ideology or institutions is more
explicable if accompanied by a theory as to why electoral politics mattered under the
circumstances presented. Setting expectations will allow a deeper, more focused
interrogation of each explanatory factor and contextualise arguments about their wider
significance.

The intention is that the findings from the primary research will be evaluated
against the expectations specified in this section. For each of the three independent
variables, two or three propositions are formulated. The expectations will be used across
all three areas of economic management, health care and defence and for each term of
Thatcher’s leadership. These expectations will assist in identifying where current political-
science knowledge about the independent variables is well-evidenced or should be revised.
However, while the expectations are stated and justified, a conscious decision is made to
avoid a research design whereby the analysis is limited to accepting or rejecting two or

three hypotheses. This would risk unduly narrowing the range of potential explanations
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when many factors might affect the role of ideological, electoral and institutional
considerations. The purpose of the expectations is to directly state issues to be studied in a
way that is informed by debates in the literature, in order to provide focus to the empirical
analysis, rather than to firmly predict what we would expect based on existing accounts.

In seeking to understand the conditions under which ideology, electoral politics
and institutions can shape policy-making, this thesis integrates insights from comparative
literature on political parties. This helps correct the failure of British politics literature on
the Thatcher governments to consider electoral politics or institutions systematically as
alternative explanations for policy decisions. In particular, this thesis draws upon the
approach of Strom (1990), who synthesises literatures on vote-seeking, office-seeking and
policy-seeking models of party competition in order to specify factors influencing party
behaviour. This has the advantage of identifying when circumstances elevate a particular
variable in importance, rather than assuming that one variable or the other has consistent
importance across all periods of time. As objectives of political parties within Strom’s
model, policy-seeking and vote-seeking (understood as making decisions to secure the
implementation of preferred policies and to gain votes respectively) can each be broadly
related to our variables of ideology and electoral politics as drivers of party decision-
making. Not all aspects of this literature are applicable to British politics in the 1980s. For
example, Strom (1990, p. 567) notes that the concept of the office-seeking party (which
prioritises obtaining control over government positions in its behaviour) has been
developed largely in relation to the study of parliamentary coalitions. Coalition-building is
less frequent in Britain than in continental Europe, which means that parties as collective
units are less likely to be faced with the challenge of maximising control of offices in a
coalition. Party and individual control over government institutions is subsumed within a
wider range of institutional considerations.

In setting up ideology, electoral politics and institutions as explanations for policy
decisions, they should not be presented as incompatible alternatives. Ideological, political
and institutional reasons for a decision frequently co-exist. The purpose of this thesis is to
identify which motivations were most significant overall, without excluding the possibility
that multiple motivations exercised influence. Accordingly, the expectations in this section
are formulated to identify the circumstances which might make a given factor more
influential. A strength of Strom (1990) is specifying the organisational and institutional
factors under which political parties are most likely to be vote-seeking, office-seeking or

policy-seeking, which this thesis seeks to emulate. However, a relative weakness is that
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Strom (1990) still envisages vote-seeking, office-seeking and policy-seeking models as
distinct regimes of party behaviour determined by features such as the electoral system,
the number of parties and a party’s rules, failing to fully reflect that all three motivations
may exist simultaneously within a party despite stability in the electoral system, party
system and internal structure. Studying a recent period in British politics, Moore (2018)
finds that policy-seeking, office-seeking and vote-seeking motivations all influenced
Conservative parliamentarians’ positions in the 2016 referendum on European Union
membership, but that vote-seeking benefits were less important than office-seeking or
policy-seeking incentives. This illustrates that all three objectives can drive policy choices
within the same party and that it may be possible to discern the most significant factor.
Additionally, in Moore (2018), the unit of analysis is individual politicians, not the entire
party. By contrast, Strom (1990, pp. 592-594) presents vote-seeking, office-seeking and
policy-seeking as party classifications. In analysing Conservative policy motivations under
Thatcher, this thesis will avoid assuming that only one factor was relevant or that

politicians had a united stance.

2.2.1. Ideology

Our expectations for the changing importance of ideology relate to the consequences of
governing party status and pressure from the grassroots membership of the Conservative
Party. Firstly, we should expect the importance of ideology to have been greater for the
Conservatives in opposition than in office. Secondly, and relatedly, once the Conservatives
entered government, this thesis proposes that ideological considerations became less
important over time. Finally, we would expect ideological considerations to have come to
the fore at times when party members were engaged in communicating their views to the
leadership through informal mechanisms. These expectations have been formed based on
non-British and in particular comparative studies, rather than using previous findings about
the Thatcher governments. Indeed, opposite conclusions about the role of length of time in
office and the influence of party members might be reached based on existing research
into the Conservatives in this period. This thesis therefore presents an opportunity to
consider what insights in the wider political-science literature are most relevant to
understanding the conditions affecting the relationship between ideology and policy during

Thatcher’s leadership.
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The first proposition is that the significance of ideological considerations is higher
for an opposition party compared to a governing party. By analysing the periods of
Thatcher’s leadership before and after the Conservatives gained office in 1979, this thesis
can make a wider contribution concerning the distinction between policy-making in
government and opposition. In particular, this thesis will test whether opposition party
status (with the absence of responsibility for policy consequences and other constraints
associated with governing party status) tends to create oppositional behaviour leading to
relatively more extreme policies. Dewan and Spirling (2011) find that opposition legislators
in Westminster systems often oppose government measures irrespective of the policy
content. Sdnchez-Cuenca (2004, pp. 326-327) argues that some opposition parties seek
ideological coherence for its own sake and accordingly reject moving to the centre to gain
electoral rewards. Despite the potential biases towards reflexive opposition and ideological
inflexibility, there may be a spectrum of behaviour among opposition parties. Sartori (1966,
p. 152) distinguishes between responsible and irresponsible opposition, with the former
being associated with parties which have an expectation of governing. Conversely, more
recent research by De Giorgi, Moury and Ruiva (2015, p. 71) finds that ‘mainstream
opposition parties’ become more confrontational when they have a realistic prospect of
power. Similarly, Tuttnauer (2018) argues that opposition parties are likely to be more
adversarial towards the incumbents if they have a higher chance of winning power and/or
previous experience in government. This research into mainstream parties suggests that
the Conservatives, when out of power, would tend to adopt ideologically distinctive
positions.

The next (and related) proposition is that the importance of ideological
considerations declines with longevity of time in office. In the existing literature, the effects
of incumbency are under-explored relative to patterns of opposition party behaviour. In
addition to addressing the direct effects of opposition/governing party status, this thesis
examines the implications of government longevity for policy-making. This may allow us to
draw general conclusions concerning whether the process of governing increases or
decreases the salience of ideological considerations. From a theoretical perspective, it has
been argued that the experience of government is detaching party leaderships from
adversarial democratic politics and their roots in civil society in favour of elite concerns,
which have been identified with either corporate interests or national bureaucracies
(Crouch, 2004, pp. 72-77; Mair, 2006, pp. 542-547). Based on this, we would expect a

typical political party to be less ideologically radical after a sustained period in office, when
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governing parties are likely to have been exposed to corporate or bureaucratic interests
which have distanced them from both their party members and voters. There is some
empirical support for this proposition, but existing studies are conflicted. Bunce (1981, p.
223) finds that leaders in western democracies are significantly more likely to pursue
radical policy change (particularly changes in the composition of government expenditure)
after being newly elected compared to later in office. Similarly, examining nineteen OECD
countries, Tsebelis and Chang (2004) find that changes in government composition result in
ideologically different budget allocations. In their analysis, Tsebelis and Chang (2004, p.
457) treat new governments as responsible for the budgets enacted in the year after they
take office. As such, their finding suggests that a change in government results in an
immediate change in priorities. On the other hand, Brender and Drazen (2013, p. 26)
contrast their findings with those of Tsebelis and Chang (2004), arguing that greater
ideological shifts occur later in a government’s tenure than initially after a new leader
taking office. Likewise, Blais, Blake and Dion (1993) argue that a left-wing government is
more ideologically distinctive in its fiscal policy decisions if it is in office for a longer period
of time. Given the conflicting empirical findings, further research regarding how
government longevity affects policy-making is needed. There is also a need to consider the
implications of longevity for policy decisions other than the composition of government
expenditure. In order to test the arguments presented by Crouch (2004) and Mair (2006)
that corporate and bureaucratic interests are leading to governing parties becoming more
technocratic, this thesis will adopt, as its starting point, the proposition that governments
become less ideological over time. Examining this proposition may either validate or cast
doubt on the argument that leading politicians no longer serve the demands of their party
members and sectional interests after a prolonged period in office.

Apart from the theoretical contribution, finding evidence for or against the
proposition that governments become less ideological over time would also have
implications for the literature on Thatcher’s leadership. As discussed in Chapter 1, existing
work on the Thatcher governments suggests that Conservative policy gradually became
more ideologically radical and coherent (Moon, 1994; Dolowitz et al. 1996; Kerr and Marsh,
1999; Kerr, 2001; Jessop, 2015). This runs directly counter to the proposition that
governments become less ideological in their policy-making over time. Given the
contradiction between the existing findings related to the Thatcher period and the
comparative interpretations that governments are becoming more technocratic presented

by Crouch (2004) and Mair (2006), this topic is ripe for further enquiry using the archival
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evidence which was not available to previous scholars of Thatcherism. There are both
strong theoretical and case-specific grounds for incorporating length of tenure in office
within the framework for this study.

On occasions where party members and activists were more active or engaged in
communicating their opinions to the leadership, we would expect ideological
considerations to have assumed greater significance within Conservative policy-making.
This involves looking beyond formal processes through which party activists could control a
party’s policies and instead considering informal mechanisms through which members
influenced the decisions of politicians. Within the comparative literature, the role of party
activists is discussed, but the focus is on party organisation and the level of internal party
democracy. It is argued that party activists use democratic organisational structures to
push party leaders to adopt more extreme positions, which creates distance between
parties and the views of the median voter (May, 1973; Schofield and Sened, 2005; Back,
2008; Wagner and Meyer, 2014). In designing a theoretical framework which is capable of
evaluating the Conservatives under Thatcher over time, intra-party democracy is less
relevant, as the Conservative Party’s organisation was highly undemocratic throughout the
period from 1975 to 1990. From the 1960s to the 1990s, attempts at organisational reform
to empower activists within the Conservative Party were consistently rejected (Whiteley,
Seyd and Richardson, 1994, pp. 33-36). Following the 1997 General Election, institutional
reforms were pursued, but more formal rules have been found to have strengthened
previous oligarchical tendencies (Low, 2009). Such changes in any case occurred after the
Thatcher period. When the Conservatives had consistently low intra-party democracy, we
cannot treat changes in party democracy as a cause of variation in policy decisions.

Yet the low level of party democracy does not necessarily mean that the views of
party activists were irrelevant. The ability of Conservative Party activists to directly
influence policy-making was limited, but Bulpitt (1986, p. 19) identifies party management,
including opinions of the grassroots as well as parliamentarians, as one of the core
objectives of Conservative statecraft during the Thatcher period). In an analysis of
Conservative Party conferences, Kelly (1989) argues that there is a ‘hidden system’ through
which Conservative activists can influence the policy-making process without official votes.
Informal pressure from activists may have been relevant even if members did not possess
levers of institutional control. To study Thatcher’s leadership, we must adapt our
proposition away from the level of intraparty democracy. This thesis will move beyond a

focus on party structures to consider if the views of party members led to a greater
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ideological dimension in policy-making even without effective official mechanisms for
member participation.

In particular, it is possible that elected representatives were a conduit through
which party members could press ideological policy positions. If elected representatives
reflected feeling among party activists, then feelings within the grassroots may have had an
impact on policy-making at a national level. This would make role of ideology in policy-
making dependent in part on the extent to which party members held and vocalised
opinions on a given issue. An assumption that elected representatives are office-seeking
and party activists are policy-seeking may not reflect the realities of policy-making,
particularly in the British Conservative Party. Lehrer (2012) argues that leadership selection
methods favouring party activists lead to party policy positions closer to the mean
supporter, whereas leadership selection methods favouring elected representatives lead to
policy positions closer to the median voter. While Lehrer (2012) may articulate an apt
general rule, Wickham-Jones (1997) shows that Thatcher was elected party leader in 1975
by Conservative Members of Parliament with knowledge that she intended to take the
party to the right. If so, elected representatives not only advanced ideological views but
right-wing ideological views. Were elected representatives reflecting the views of party
members? Miller and Schofield (2003) argue that partisan realignment in the United States
has been driven by party activists pushing candidates for congressional elections to adopt
more extreme positions. Most political parties do not have candidate selection mechanisms
equivalent to the American primary system, but Miller and Schofield (2003) illustrate that it
is possible for local activists have significant long-term effects on national policy-making
through their contacts with national candidates. By considering whether and how pressure
on policy was mediated through elected representatives, we can test the proposition that a
high level of engagement from party members and activists, at particular times and/or in

relation to particular issues, elevated the significance of ideology within the policy process.

2.2.2. Electoral Politics

This sub-section outlines two conditions which are expected to have shaped the influence
of electoral politics on Conservative policy-making under Thatcher. First, it proposes that
electoral considerations will have been more important towards the end of a government’s
mandate when the next general election was nearer. Second, it suggests that politicians

will have been more sensitive to electoral considerations following a mid-term decline in
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government popularity. The section also notes that electoral strategies can take forms
beyond conventional vote-seeking behaviour (designing policies to benefit targeted groups
of voters). This draws on the argument of Elmelund-Praestekaer and Emmenegger (2013)
that notionally unpopular policies can be pursued with electoral motivations in mind. Thus,
we should focus on the reasoning behind policies rather than ascribing or rejecting
electoral motivations as an explanation based only on policy content.

We should be sceptical of the Downsian vote-seeking model as a universal
explanation for government policy-making. Instead we should identify the circumstances
when vote-seeking motivations are most potent as an influence on public policy. Downs
(1957, pp. 72-73) argues that voters support governments based on the utility of their
policies and that governments choose policies to maximise votes, which leads to higher
government expenditure until the votes lost outweigh the votes gained from an increase in
expenditure. This has limitations as a general theory. Rose (1984) illustrates that a large
proportion of government programmes (in particular, government expenditure) is driven
by bureaucratic inertia rather than conscious political choices. This leaves little scope for
electoral calculation to determine a large share of public policy outcomes. Even when it
comes to policy change driven by conscious electoral choices, we cannot assume that
convergence on the median voter’s position is the sole driving force. For example,
Hindmoor (2004, pp. 32-33) contends that the New Labour governments targeted a
political centre ground, which was partly the product of its own positioning, rather than
following the views of the median voter and that this led to creative policies not easily
placed on a spatial left-right spectrum. We can recognise the role of electoral
considerations in policy-making without making the assumption that most policy decisions
are related to vote-seeking behaviour in a way that can be precisely measured.

Most obviously, politicians should be more concerned about electoral success
when an election is closer in time. As existing research has established the importance of
this factor in relation to other cases, it is sensible to test the importance of proximity to
elections in relation to Thatcher’s leadership. Consistent with political-business cycle
theory, in economies with a flexible exchange rate and without an independent central
bank, a review of the literature confirms that money supply growth rises near national
elections (Tiganas and Peptine, 2012, p. 862). Conconi, Facchini and Zanardi (2014) find
that members of the United States Senate whose terms end at the next cycle of
congressional elections and who are seeking re-election are more likely to favour a

protectionist trade policy stance relative to senators whose terms are not due to expire or
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senators who are retiring. In a non-economic context, Marinov, Nomikos and Robbins
(2015) demonstrate that contributing countries deployed substantially fewer troops as part
of the International Security Assistance Force operation in Afghanistan in the periods prior
to national elections. The literature recognises that proximity to elections affects the
importance of electoral politics on policy-making.

We should examine to what extent the timing of elections shaped Conservative
policy-making under Thatcher, particularly as it has been argued that the Thatcher
governments made budgetary decisions on electoral grounds. Mullard (1993, pp. 164-166)
points out that the 1983 Budget contained increases in expenditure, with an eye on the
1983 General Election, whereas the 1984 Budget was more explicit about the
Conservatives’ goal of reducing public expenditure as a share of national output. By
examining three distinct policy areas (economic management, health care and defence),
across the full length of the Thatcher era, this study can judge if proximity to elections
shaped Conservative policy-making beyond the example discussed by Mullard (1993).

To extend the wider literature on the role of electoral politics, it is likely that this
thesis will also need to look beyond the effect of an impending national election. We would
expect electoral politics to have the greatest influence on public policy when politicians are
nervous about their party’s prospects of winning the next general election. By examining a
case where a government was in office over an extended period of time with upswings and
downturns in popularity, this thesis aims to generate insights regarding the relationship
between government popularity and policy-making. As discussed above, anxiety about
electoral performance may arise naturally during the period when the end of a party’s term
in office is approaching, but triggers for concern may occur at earlier stages in the electoral
cycle, related to a fall in government popularity. Existing research provides a strong basis
for the expectation that, in selecting policy positions, politicians are more likely to consider
electoral factors when their party is unpopular (Kousser, Lewis and Masket, 2007; Hobolt
and Klemmensen, 2008, pp. 332; Hakhverdian, 2010). In particular, using time-series data
for British governments from 1976 to 2003, Hakhverdian (2010) find evidence that less
popular administrations are more likely to change policy in response to public opinion.
However, an earlier study by Canes-Wrone and Shotts (2004) shows that that American
presidents with below-average approval ratings are as likely as presidents with above-
average approval ratings to choose unpopular policy positions. The contrasting findings
from Hakhverdian (2010) and Canes-Wrone and Shotts (2004) possibly reflect divergences

in British and American political institutions, with executive accountability to the legislature
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in Britain ensuring greater responsiveness to public opinion. That being said, in a study
which considers the role of political institutions and encompasses the United States as well
as Britain and Denmark, Hobolt and Klemmensen (2008, pp. 326-328) found evidence that
the level of government unpopularity increases responsiveness to public opinion in all
three countries. As the literature leans in favour of the expectation (that a fall in
government popularity increases the salience of electoral concerns) but is not unanimous,
empirical findings in this thesis which support, contradict or qualify the expectation may aid
understanding of this topic. Whereas existing studies infer responsiveness to public opinion
based on correlations between poll ratings and policy change, archival evidence may allow
us to directly perceive if the popularity of the government was discussed as a factor. This
thesis will examine the evidence using an unequivocal proposition which crystallises the
issue (as either positive or negative findings will support one view or the other), namely
that a fall in government popularity does increase the relevance of electoral considerations
to policy-making. As well as reflecting on the specific circumstances of the Thatcher
governments, there is potential to make a general contribution in assessing whether
concerns over mid-term unpopularity elevate the influence of electoral politics within the
policy-making process.

However, in evaluating the role of electoral politics, it is important to bear in mind
that an array of distinct vote-seeking strategies are potentially available to political parties.
There is a danger of assuming that vote-seeking behaviour consists only of offering policies
designed to materially benefit a subset of voters whose support is viewed as a critical to
electoral success. For example, Bueno de Mesquita et al. (2003) outline a framework in
which a political leader proposes and implements a distribution of public and private goods
in order to form a winning coalition within a wider selectorate. In that respect, Bueno de
Mesquita et al. (2003) present a framework using a conventional understanding of vote-
seeking behaviour, but electoral considerations may also lead to policies which do not offer
rewards to supporters. This includes policy choices which might seem counter-productive
to electoral success. Elmelund-Praestekser and Emmenegger (2013) investigate why a right-
wing Danish government decided to abolish a popular early retirement benefits
programme when it was trailing far behind in the polls shortly before a general election in
2011. They reject the obvious explanation that the move was primarily motivated by
ideology. Instead, EImelund-Praestekaer and Emmenegger (2013, pp. 36-38) argue that the
eye-catching proposal was intended to win wider electoral support by portraying the

government as being prepared to take necessary decisions in challenging economic
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conditions while casting the opposition as irresponsible by comparison. Proposing
contentious retirement reforms is significantly different from a vote-seeking strategy based
around offering material benefits to a subset of voters in exchange for their anticipated
electoral support. Yet both approaches can have their roots in electoral politics. In
considering possible vote-seeking motivations behind controversial policies, it will be
important for this thesis to obtain documentary or interview evidence about the reasoning
behind a particular policy. We should not assume that a policy is vote-seeking or policy-

seeking based only on its impact.

2.2.3. Institutions

In approaching the role of institutions, this thesis is interested in how politicians select
policies which promote institutional stability or further a wider agenda for institutional
reform. While it is self-evident why politicians may seek to win elections or achieve
ideological goals when making policy, the importance of institutions in shaping political
behaviour requires greater elaboration. Policies may be selected because they are
perceived to be compatible with existing state institutions. Alternatively, policies may be
selected in order to advance institutional change. Marsh and Rhodes (19923, p. 173) argue
that institutional change was a major feature of the Thatcher governments, affecting local
government, the NHS and nationalised industries as well as central government
departments. Similarly, the argument that the Conservatives pursued radical institutional
change is implicit in the interpretation of Kavanagh (1990) that the Thatcher governments
broke with the post-war consensus. However, rather than assuming that these institutional
reforms were selected as a result of government policies, this thesis will also investigate
the opposite causal relationship: how institutions and institutional reform shaped policy-
making. Hall and Taylor (1996, p. 939) outline that new institutionalist theories suggest that
political actors make decisions based either on a rational calculation of self-interest shaped
by institutional rules or perceptions of interest which arise from the norms and practices of
the institutions within which individuals are located. By placing the decisions of individuals
at the centre of institutional decision-making, we can explain change as well as stability
(Peters, 2009, p. 65). Institutional considerations encompass the effects of strategic
calculation and cultural norms grounded in the institutional environments of political

actors.
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This thesis has two main expectations related to institutional considerations.
Firstly, the significance of institutional considerations will be dependent on ministerial
performance, with institutional constraints on policy being less significant when ministers
were more enthusiastic and proactive about implementing their party’s ideological and
electoral objectives. Secondly, the thesis expects institutional considerations to have
usually supported policy stability based on the pre-existing norms dominant within a policy
area, and to have resulted in radical policy change primarily at moments of economic,
political or social crisis which required and enabled institutional actors to redefine
institutional interests and norms. This suggests that institutions generally promoted policy
stability and that institutionally-driven policy change stemmed from crises. While the
empirical chapters will be structured to focus on specific policy areas, these expectations
implicitly involve variation between policy areas as well as across time, as government
departments could have differences in both ministerial performance and policy norms.
Conservative approaches to different policy areas may have varied due to factors other
than the content of ideological beliefs.

We should expect institutional considerations to have been stronger after the
Conservative Party entered power in 1979. On its own, the idea that opposition parties face
fewer institutional constraints than governing parties is too mundane a statement for it to
become a central proposition in our analysis, but it must be borne in mind. In particular, it
is related to the earlier proposition that ideology is less significant for governing parties
who face the institutional constraints of government. Mair (2008) argues that European
governing parties are increasingly withdrawing from partisan politics, leading to a form of
technocratic policy-making which is unresponsive to electoral pressures and depriving
mainstream political parties of their democratic legitimacy. This implies that institutional
considerations are increasingly paramount for any party in government. In a parliamentary
system, significant differences in the behaviour of individual politicians emerge between
governing and opposition parties. Carey (2007) finds that opposition legislators in a
parliamentary system are much less likely to follow a common policy stance than their
government counterparts. This reflects the fact that opposition politicians are able to adopt
rhetorical positions without being constrained by the institutional challenges of
government. While policy-makers in the opposition period may anticipate institutional
constraints and adapt their policies in order to avoid them, this is different from the
situation of incumbent ministers who make policy within a bureaucratic environment.

Marsh and Rhodes (1992b) highlight that public policy outcomes are determined in part
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through policy networks drawing together civil servants and interest groups separate from
Parliament and the core executive. Opposition politicians may engage to an extent with
outside interest groups and with the Civil Service, but they are not located within policy
networks in the same way as incumbent ministers. This means that we would expect
institutional considerations to have been less significant in Conservative opposition policy-
making.

The enthusiasm of individual cabinet ministers for their party’s wider ideological
programme may affect the significance of institutional considerations for policy-making in
their department. Where a cabinet minister is less committed to their party’s ideological
programme, we would expect institutional considerations to have a greater effect on public
policy decisions in that department during their tenure. We expect the reverse to be true
where a minister is highly enthusiastic about their party’s ideological objectives. At present
the party government literature is wedded to the assumption that political parties serve as
unitary actors. In exploring how ministerial performance affects the role of institutions in
policy-making, this thesis can provide an empirical test of the unitary actor assumption.
Previous studies argue that politicians typically function as agents of their parties when
holding ministerial office (Laver and Schofield, 1990, p. 28; Laver and Shepsle, 1996, pp. 24-
25). However, if a minister is no longer promoting policy change in line with their party’s
ideological or electoral objectives, the continuation of existing institutional norms is likely
to drive policy-making instead. In a study of American federal agencies, Ting (2002)
demonstrates that bureaucracies have a tendency to resist policy objectives assigned to
them by politicians unless intensively monitored and controlled. If a minister is not
interested in driving their party’s objectives forward, institutional concerns will tend to
predominate. Dewan and Myatt (2007) highlight that prime ministers sometimes protect
cabinet ministers engulfed in scandals on the expectation that such ministers will be more
likely to exhibit loyalty and implement their party’s ideological objectives as a result.
Further research is needed on policy decisions in situations where heads of government fail
to obtain compliance from ministers in working towards a common agenda. This thesis will
help fulfil this need by testing the proposition that ministerial enthusiasm about their
party’s programme decreases the role of institutional considerations and conversely that a
lack of ministerial enthusiasm will have the opposite effect.

Beyond ministerial enthusiasm for their party’s ideological position, the
effectiveness of ministerial performance more generally may influence the significance of

institutional considerations. We would expect policy choices to reflect the prior interests
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and norms of the prevailing administrative and economic institutional configurations when
ministers are unable to effectively deliver policy change. Pierson (2004, p. 43) notes that
institutional constraints typically favour the continuation of both existing policies and the
underpinning institutional arrangements due to choices by previous decision-makers
intended to bind their successors and the tendency of politicians to impose restraints on
their own policy selection to demonstrate credibility. Pierson (2004, pp. 108-122) also
argues that actor-centred institutional design is often inherently limited in overcoming the
effects of long-term institutional processes. Achieving institutional reform and the
consequent policy change is difficult for politicians. Furthermore, we might expect
institutionally-driven policy and institutional stasis to be more prevalent in governments
which have been in office for a longer period of time. There is an established stream of
literature which argues that low cabinet turnover can damage the quality of policy-making
by keeping ineffective ministers in office (Dewan and Dowding, 2005; Huber and Martinez-
Gallardo, 2008; Indridason and Kam, 2008). The implication of this finding is that low-
performing ministers are unable to effectively deliver policy change which reflects their
government’s wider objectives. Extending this argument, Dewan and Myatt (2010) argue
that the quality of British ministers will inevitably decline over the life of a government as
the talent pool is exhausted among ministers drawn from the legislature. If the power of
institutions is negatively correlated with the effectiveness of ministerial performance,
Dewan and Myatt’s research implies that institutional considerations may become more
significant over time. Does a politician’s individual effectiveness make any difference to
their capacity to reform or resist the formal and informal institutional constraints on policy-
making identified by Pierson (2004)? When ministerial performance is weak, are
institutions the alternative drivers of policy-making, overriding a party’s objectives rooted
in ideological and electoral considerations? By evaluating whether institutional
considerations come to the fore under these conditions, this thesis can contribute to
literatures on ministerial performance and bureaucratic policy-making.

However, while institutional considerations may counteract a party’s ideological
aims, there may be a relationship between ideological and institutional factors in a broader
sense. On the assumption that an institution generally favours policies compatible with its
pre-existing norms and culture, both economic and bureaucratic institutions might be
conceived as promoting their own ideology at the expense of the ideology of the governing
party (to the extent they diverge). Where a particular institution has previous positive

experience involving policies from a particular tradition, we can expect institutional
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pressures to exclude alternative options from the policy-making processes. Institutions
involved in policy implementation are likely to favour policies similar to those they have
previously implemented. If a specific set of ideas is fundamental to the power, identity or
preservation of an existing institution, we would expect institutional actors to exercise a
bias against policies from a different intellectual paradigm. Examining this issue provides an
opportunity for this thesis to engage with wider theoretical debates centred on the theory
of constructivist institutionalism. Hall (1989, pp. 373-374) highlights that the Treasury in
the 1930s maintained a strong aversion to higher state expenditure and that this stance
shaped Britain’s reaction to the Great Depression. This was associated with an argument
(known as the Treasury View), advocated by Treasury officials to counter Keynes, that
expanding public expenditure inhibits private investment (McKibbin, 1975, p. 106). Thain
(1984, p. 586) addresses the possibility that intellectual biases related to economic theory
(albeit not necessarily the same as the interwar Treasury View) existed within the Treasury
in the 1970s and 1980s, suggesting that different biases were held by each organisational
sub-division. As is noted by Hall (1989, p. 373), archival research demonstrates that the
1930s Treasury’s opposition to fiscal stimulus was rooted in the administrative problems of
increasing expenditure on employment and construction programmes, as well as a general
emphasis on fiscal prudence, at least as much as their more-publicised theoretical counter-
argument about negating private expenditure (Middleton, 1983; Peden, 1984). In any case,
the Treasury was one of several key institutions (alongside the Bank of England as well as
the financial and industrial sectors) which prevented both the minority Labour government
(despite its ideological background) and the subsequent administrations from pursuing an
expansionary fiscal policy (McKibbin, 1975, pp. 122-123). This example illustrates that
politicians can prove reluctant to embrace new policies which violate institutional norms
even if there are strong ideological and party-political arguments underpinning a proposal.
From a theoretical standpoint, Yee (1996, p. 92) highlights that, beyond favouring particular
policies, institutional constraints can prevent unfavourable alternatives from even being
considered as acceptable options within the policy-making process in the first place. Rather
than being a pure clash between ideological and institutional forces, the power of
institutions in the scenario presented by Yee (1996) is the constraints they impose on the
ideological boundaries of policy-making. This relates closely to the discursive institutionalist
argument that ideas become implanted within particular institutions, creating intellectual

filters through which external events are perceived until a shift occurs in the dominant
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world view (Hay, 2008, p. 65). This thesis will investigate the claim that institutions regulate
the intellectual space in which policy-making occurs.

Employing a discursive institutionalist perspective, we would expect institutional
considerations to be most likely to produce radical policy change at moments of economic,
social or political crisis. The corollary of this proposition is that institutions will be primarily
a force for stability in those periods when there is no crisis-driven shift in underlying
institutional values. The discursive institutionalist assumption that policy change is most
likely to occur following a crisis trigger, advanced in the work of Schmidt (2002; 2008;
2016), is consistent with the historical institutionalist argument that institutions are
generally adverse to policy and institutional change (Pierson, 2004, pp. 42-43). However,
we must also consider whether literatures emphasising the role of crises under-estimate
the capacity of politicians to select new policy ideas intended to produce institutional
change without a preceding crisis. In the absence of a crisis prompting a paradigm shift, are
individual political actors able to defy institutional constraints to select new policies
designed to bring about institutional change? Whereas in ideological accounts politicians
select policies to satisfy ideological aims, the purpose of ideational and policy selection in
discursive institutional accounts is to advance institutional goals. Schmidt (2008, pp. 306-
308) distinguishes between debates at policy, programmatic and philosophical levels,
arguing that philosophical discourses embedded in institutions usually only change in times
of crisis. Thus, scholars have explored cases where political actors have engaged in a
process of ideological contestation, in an effort to control the narrative surrounding a crisis,
leading to the selection of new policies which create new institutional norms and confer
advantages within evolving institutional structures (Hay, 1996; Bae, 2016; Schmidt, 2016;
Neep, 2018). It is emphasised that a crisis on its own is insufficient to produce policy
change, with outcomes contingent on the success of the discourses presented by politicians
following a crisis (Schmidt, 2002, pp. 187-187). Yet Carstensen (2011) argues that ideas are
typically constituted by multiple elements and can adapt without a crisis trigger.
Carstensen’s argument leaves greater scope for politicians to select policies which craft
new institutional norms. This thesis will consider if institutional considerations can lead to
policy change only at times of crisis or if there is evidence of politicians pursuing policy

change from institutional motivations without a prior crisis.
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2.3. Policy Areas

The purpose of this section is to justify the selection of economic management, health and
defence as the policy areas covered by this research. Each of the selected policy areas is
briefly discussed in relation to the intellectual questions it raises. The argument is that each
of these policy areas individually has the potential to offer insights about the influence of
ideological, electoral and institutional considerations. Additionally, the policy areas
selected cover a wide cross-section of government business with significant differences in
ideological, electoral and institutional context. This study will accordingly be useful for
comparing between policy areas based on the variables and drawing general conclusions
about Conservative policy-making under Thatcher’s leadership.

Before proceeding to discuss each policy area, it is necessary to clarify their status
within the thesis as a whole. Is it correct to treat the separate policy areas as if they are
case studies of Thatcherite policy-making? From one perspective, the entire thesis is a
single-country case study which sheds light on how political parties approach policy-making
decisions. Indeed, Gerring (2004, p. 342) argues that the distinguishing feature of a case
study is that it focuses on a single unit of a social phenomenon in order to contribute to the
understanding of that phenomenon and that multiple cases can be drawn from the same
unit. Using Gerring’s definition, this thesis is one case study focused on the policy
motivations of Thatcher’s Conservative Party as a single example of a political party’s
approach to public policy with the selected policy portfolios merely being a series of
examples falling within that unit. Gerring’s definition is applicable to this thesis insofar as
its findings are applied to understanding how ideological, electoral and institutional
considerations shape public policy outcomes in general. However, the main objective of
this thesis is revising interpretations of Thatcherite politics and policy-making. From this
angle, each policy portfolio constitutes a bounded case study in its own right. The policy
areas are accordingly being used in two different ways.

The three selected policy portfolios share some features, ensuring that we can
generalise about the significance of independent variables over time across the period of
the Thatcher governments. Equally, the range of policy areas chosen covers issues where
the consensus suggests that ideology may have played a greater role and areas where the
existing consensus suggests that the role of ideology was less significant. This balance in
focus should ensure that the empirical findings are not biased for or against any of the

three distinct independent variables. As discussed in the preceding chapter, Gamble (1994)
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argues that Thatcher’s Conservatives mixed economic liberalism with support for a strong
state in areas where Conservatives had historically been more comfortable with supporting
government intervention. Applying this argument, we would expect defence to be a
portfolio where the Conservatives sought a strong role for the state, whereas economic
policy and health would be areas where a market-based approach would be preferred.
Thus, this research includes one of the key examples where Gamble’s argument implies the
Conservatives should have favoured a larger government role (namely defence) and two
examples where Gamble’s argument implies the opposite (namely economic management
and health).

The management of fiscal and monetary policy is central to existing debates about
the balance of ideological and pragmatic considerations in Conservative policy-making
under Thatcher. If economic management was excluded, this thesis would be ignoring the
policy area where divergences between political and ideological accounts may be most
acute. It is important to engage with the debates on macroeconomic policy, but without
becoming unnecessarily committed to one interpretation or the other. Political scientists
and historians alike have written more on monetary policy in 1979 to 1982 than the
evolution of fiscal and monetary policy in the later years of the Thatcher governments. This
is a defect which should be corrected by attention being paid to the conditions which led to
different economic policy outcomes across the 1980s. For many scholars, the
Conservatives’ striking experiment with monetarism in the early 1980s can be best
explained by the influence of liberal economic ideas (Evans, 1997; Graham, 1997, pp. 124-
126; Stedman-Jones, 2012). Conversely, advocates of the statecraft approach have argued
that the Conservatives’ monetary and fiscal policies in the early 1980s formed part of a
wider electoral strategy (Bulpitt, 1986; Tomlinson, 2007; Tomlinson, 2012). This literature is
chiefly engaged with ideological and electoral motivations. However, if scholars of the
Thatcher governments focused to a greater extent on the entire 1980s, greater emphasis
might be placed on the Conservatives’ consistent interest in rules-based policy-making in
the fiscal and monetary arena, from the Medium-Term Financial Strategy (MTFS) to the
ERM, which has been noted in the depoliticisation literature (Burnham 2001, pp. 142-144;
Buller and Flinders, 2005, p. 539). This suggests that institutional considerations may also
be relevant to Conservative macroeconomic policy in the 1980s, even if they have been
peripheral to existing debates. As such, studying Conservative economic management
provides an opportunity to evaluate conditions affecting the significance of ideology,

electoral politics and institutions.

54



Compared to other policy areas selected, health care might be regarded as the
portfolio where ideological, electoral and institutional pressures were least well-aligned
during Thatcher’s tenure as Conservative leader. This makes health as a policy area
particularly suitable for both measuring the relative significance of each variable and
understanding the conditions under which each variable came to the fore within
Conservative policy-making. Harrison (1988, p. 87) notes that public support for greater
expenditure on the NHS was recorded in MORI polls at 70% in 1980 and that support for
higher health spending rose over the rest of the 1980s. As such, health policy was
particularly electorally sensitive relative to other policy areas. Conversely, neo-liberal
intellectuals at the IEA and CPS pushed the Thatcher governments to consider market
reforms within the NHS (Jackson, 2012, p. 60). Thus, electoral and ideological pressures
pulled the Thatcher governments in opposite directions. Equally, the Conservatives faced
institutional and financial problems related to rising public demand which did not coincide
comfortably with either ideologically palatable or vote-winning solutions (Klein, 2001, p.
149). Health care is also interesting due to the timing of reform. Harker (2019, p. 14) shows
that annual real-terms NHS expenditure peaked in Thatcher’s first term (at 9.3% in 1980-
81), whereas health reform was planned in the third term. On the face of it, the pattern of
policy change implies that institutional or electoral constraints ensured continued spending
growth in the early 1980s, whereas ideological factors played a greater role in the later
1980s. If health policy radicalism in the late 1980s stemmed mainly from ideological
motives, this would contradict the expectation that ideology declines in importance over
time discussed in the previous section. As such, analysing health will be useful for testing
our expectations for Conservative policy development.

Defence presents a paradox where neither ideological nor electoral considerations
seem to explain Conservative policy-making as well as might have been expected. This
makes defence an interesting case study for investigating the relative significance of
ideological, electoral and institutional factors. The existing Thatcherism literature suggests
that the Conservatives should have supported a stronger role for the state in defence. Yet
defence expenditure was given a low priority by the Conservatives under Thatcher’s
leadership. Hampshire (2015) shows that Thatcher supported the Treasury’s efforts to
curtail defence expenditure in her first term and removed Francis Pym as Defence
Secretary in January 1981 due to his opposition to defence cuts. Likewise, in the second
half of her administration, defence spending was cut as a percentage of GDP every fiscal

year bar one from 1985-86 to 1990-91 (Defence Select Committee, 2016, p. 37). This is
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hard to reconcile with either electoral or ideological motivations which should have
dictated more generous treatment of defence. From an ideological perspective, Gamble
(2012, p. 224) argues that Thatcher dedicated herself to the Anglo-American struggle
against Soviet Communism. Similarly, Vinen (2009) locates Thatcher and Thatcherism in the
political climate of the later Cold War. On either basis, we might have expected defence to
receive more favourable settlements than other policy areas. From an electoral standpoint,
it has been estimated that increased popularity following the Falklands War led to a six-
point increase for Thatcher’s party at the 1983 General Election (Norpoth, 1987). The view
that the Falklands War had major electoral consequences has been disputed (Sanders et
al., 1987). If correct, Sanders et al. (1987) undermines the widespread view that defence
was a significant vote-winner for the Conservatives. When making policy, what did
Conservative politicians perceive about the electoral salience of the Falklands War and
defence issues more generally? As it stands, both ideological and electoral considerations
struggle to explain the Thatcher governments’ approach to defence (especially defence

expenditure). This makes defence an important case for further study.

2.4. Research Methodology

This section aims to justify the choice of documentary and in particular archival research as
the principal research method of this thesis. Within the umbrella of documentary research,
the main source of evidence is archival papers but other documents (in particular the
memoirs of key Conservative politicians) are also used. Elite interviews are employed to
provide general insights into Conservative politics and policy-making, adding to the
evidence of specific policy discussions contained in archival documents. Overall, the section
argues that archival research is the best available method for identifying the private
reasoning behind Conservative policy decisions under Thatcher’s leadership. Nonetheless,
the thesis must bear in mind (and, where possible, mitigate) the inevitable limitations on

the comprehensiveness and reliability of the available sources.

2.4.1. Documentary Research

This thesis aims to identify and explain Conservative policy motivations using a detailed
body of evidence derived principally from archival sources. Despite the prominence of

debates on Thatcherism within 1980s and 1990s British politics scholarship, political
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scientists have been slow to use archival research to reassess prior interpretations of the
Thatcher period. Many classic studies of the Thatcherism rely exclusively on speeches,
memoirs and official publications, if they use documentary sources at all. This defect
applies to seminal contributions from multiple theoretical perspectives. Influential works
on Thatcherite ideology lack reference to archival material, even when discussing specific
policy issues (Hall, 1983; Jacques, 1983; Gamble, 1994; Hall, 1988; Phillips, 1998). The same
defect is found in accounts which take subjects other than ideology as their focus (Bulpitt,
1986; Clarke, 1988; Jessop et al. 1988; Holmes, 1989; Riddell, 1989; Kavanagh, 1990; Bevir
and Rhodes, 1998; Kerr and Marsh, 1999; Kerr, 2001). This is inevitable as archival
collections were unavailable when this work was produced. Nonetheless, the consequence
of this limitation is that key political-science perspectives on Thatcher’s leadership lack
engagement with highly relevant empirical data that is now accessible to us. Over the last
decade, as records have been released, historians have begun to produce findings based on
archival research (Sutcliffe-Braithwaite, 2012; Tomlinson, 2012; Hotson, 2014; Needham,
2014b; Williamson, 2015; Francis, 2017; Abernethy, 2018; Davies, Freeman and Pemberton,
2018; Rawsthorne, 2018; Kelly, 2020). Yet this historical scholarship is not exclusively
concerned with policy and, where policy-making is a focus, tends to be highly specialised in
relation to a single topic and/or sub-period (typically earlier in Thatcher’s leadership)
without considering general policy motivations. For instance, Williamson (2015) presents
one of the most detailed and wide-ranging archival studies to date but discusses only
economic policy and does not go beyond 1979. Excepting the discussion of ideology in
Sutcliffe-Braithwaite (2012), historians’ accounts also generally lack the analytical concepts
underpinning debates over Thatcherism in the earlier political-science literature. This thesis
provides an opportunity to revisit Conservative policy-making using detailed archival
evidence from a perspective grounded in political studies (namely assessing the causal
significance of ideology, electoral politics and institutions).

The archival papers available for studying Conservative policy-making under
Thatcher are substantial. This research faced the challenge of determining which papers
are most important for studying ideological, electoral and institutional considerations. The
National Archives holds many relevant documents. The first general release of prime
ministerial and cabinet papers for Thatcher’s premiership was in 2009, covering 1979
(National Archives, 2009). The last general release was in 2016, covering 1989 and 1990
(National Archives, 2016). This thesis makes significant use of Prime Minister’s Office and

Cabinet Office files. Burnham et al. (2008, p. 200) argue that the scale of official records
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serves to reveal differences between actors in the core executive and departments. This
thesis uses departmental records from the Treasury, Department of Health and Social
Security (DHSS) and Ministry of Defence (MOD). For defence, relevant Foreign and
Commonwealth Office (FCO) files were also consulted as part of the research process.
Treasury files are used both for assessing economic management and public expenditure
decisions relating to the other policy areas. The Bank of England Archive (separate from
The National Archives) is used to gain additional insights regarding economic management.
Beyond subject matter, in utilising the material, the thesis avoided assumptions about what
might be found in different files. Nonetheless, consideration was given to which official
records might be most useful for assessing each variable. Departmental files were expected
to be useful in identifying norms in bureaucratic practice, relevant to institutional
considerations. Where present in official records, electoral considerations were expected
to feature most prominently within files pertaining to the core executive or, in
departmental files, in papers involving ministers. Evidence of ideological considerations
(possibly presented as neutral policy arguments) was expected to be found in records for
both the core executive and departments.

The archival sources valuable for this project extended beyond official records.
Burnham et al. (2008) largely conceive of archival research in political science as
engagement with official government records, but historical research ranges beyond this.
The files of the Conservative Research Department (CRD) and party committees (including
those concerned with campaign strategy), in addition to the papers of Keith Joseph, are
available in the Conservative Party Archive (Conservative Party Archive, 2009). These
records proved vital in assessing the opposition years before the Conservatives gained
office in 1979, but were also useful for the whole period. In addition to party files, some
private collections are also open, although vary in relevance. This thesis uses the Howe
Papers as they are highly relevant to economic policy-making. These was released in 2011
and contain political papers and correspondence in addition to government documents
(Turner, Robinson and Neely, 2011). The single most important non-governmental archival
collection used by this thesis is the Thatcher Papers, containing a vast quantity of draft
speeches, minutes of meetings, correspondence and policy documents, with sections for
official and personal business (Churchill College, 2018). This offered scope to compare
private papers with official documents and memoirs.

The Thatcher Papers are based at the Churchill Archives Centre. However, much of

its material, as well as National Archives files from the Prime Minister’s Office and other
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sources relevant to Thatcher’s career, is available and was accessed online as digitally
scanned documents at the Thatcher Archive (Margaret Thatcher Foundation, 2017). The
digitisation of the Thatcher Archive proved invaluable for this thesis, both directly as
regards sources consulted and by allowing visits to The National Archives and the Churchill
Archives Centre to focus primarily on records unavailable online. Sinn and Soares (2014, p.
1797) report that researchers in humanities and social-science disciplines have found
online searching of digitised archival content has enabled them to quickly identify
documents which include words relevant to their research. This potentially reduces the
number of documents which have to be read, but relying on such searches alone risks
missing documents. Accordingly, a combination of research strategies was used to identify
relevant content. Overall, the conventional and digitised archival collections used in this
project are extensive.

A key issue when conducting archival research was identifying the specific
files/boxes and documents to consult. This represented a practical and intellectual
challenge. For this thesis, material was relevant if it included evidence regarding the role of
ideology, electoral politics and institutions in policy-making. For non-digital collections,
there was a limited amount of time available in the reading room on each visit, requiring a
careful judgement to be made in advance about how many and which files to read.
Ordering a large number of files beforehand on each visit was preferred, enabling flexibility
in moving between files based on relevance. Depending on how much it was practical to
study and the level of relevance, sometimes the same files were re-ordered for subsequent
visits. Burnham et al. (2008, p. 204) highlight the online catalogue of the Public Records
Office (predecessor to The National Archives), with searches possible based on criteria such
as organisational units, year of authorship and title. Utilising the current online catalogue of
The National Archives (Discovery) allowed files relating to specific policy issues to be found.
Whereas The National Archives houses a mass of potentially relevant documents
originating across government from 1979 to 1990, other collections are narrower and their
catalogues were easier to search.

It is not merely a question of accessing relevant documents. We must also bear in
mind the inherent limitations of archival evidence for the study of politics and elite
decision-making. Burnham et al. (2008, p. 208) note the criteria of ‘authenticity, credibility,
representativeness and meaning’ for evaluating documentary sources. The first criterion is
less relevant as this thesis studies modern political papers which are unlikely to include

forgeries. The other three criteria raise significant concerns which have to be borne in
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mind. For historians and political scientists exploring these issues, Greenstein and
Immerman (1992) discuss an illuminating case: in 1965, controversy emerged over
conflicting accounts of a January 1961 meeting between Dwight Eisenhower and John F.
Kennedy, where the Johnson administration maintained that Eisenhower told Kennedy to
intervene in Vietnam. Notes taken by four different participants reflected their political
allegiances, calling into question their credibility, and requiring careful analysis to
disentangle the meaning (Greening and Immerman, 1992, pp. 577-583). The case also
demonstrates problems of representativeness, as if only one or even two accounts had
been found, analysts might have a different understanding of the Eisenhower-Kennedy
meeting. Political elites have a vested interest in creating perceptions.

Beyond the risk of a small number of documents being misleading and
unrepresentative, there is also a danger that the nature of the information recorded in
archival records is such that it misses out aspects of social reality. This highlights the
importance of including other sources in a study, including elite interviews and memoirs.
Relying on archival sources alone risks omitting or distorting parts of the picture. For
example, Shepard (2010, p. 482) argues that artificial divisions have emerged between the
histories of South Asian countries as official records reflected the perceptions of British
colonists. Similarly, official documents authored by civil servants might not always be
explicit about partisan motivations behind decisions, which may make it difficult to assess
the role of electoral politics. While the information that is contained within archival records
is likely to be useful, official records may omit relevant facts about the political process.

Although the problems of comprehensiveness and interpretation cannot be fully
remedied, archival documents remain a highly appropriate form of evidence for scholars
studying Conservative policy discussions from 1975 to 1990. Compared to memoirs or
interviews, the range of archival evidence available is more detailed, more diverse in type
and less dependent on individual perspective. Questions relating to the reliability and
interpretation of an individual document can often be addressed through source analysis
and comparison. The most serious concern is the general possibility that archival papers as
a class may be biased. This problem is mitigated by the range and depth of archival
collections which this thesis will use. If records at The National Archives do not fairly reflect
the contribution of electoral motivations, it is likely that documents in Thatcher’s personal
papers or the Conservative Party Archive offer an explicitly political point of view. Not only
different collections, but different types of document (such as memoranda, longer letters,

meeting minutes, reports and draft speeches) each have distinct characteristics. Discussing
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elite interviews in the context of research into intelligence services, Davies (2001) argues
that political scientists should use a combination of interviews, documentary evidence and
memoirs to support their claims, cross-referencing within and between different types of
sources. Within the field of intelligence studies, Davies (2001, p. 78) endorses the position
that at least two independent items of evidence are necessary to treat any claim with any
degree of trust. While this is a sensible standard when dealing mainly with interview
evidence in intelligence studies (where archives are restricted and public information is
limited), it is not necessary (and, in many cases, impossible) to double verify each piece of
factual information recorded in an archival document (which we can expect to meet basic
standards of authenticity, compared to interview recollections). Rather, the issue is the
strength and reliability of the overall body of evidence marshalled in support of the claims
behind an argument. Archival sources are useful given the focus on policy detail and their
overall scale, enabling this thesis to examine policy discussions across many separate
individual instances. Together, the variety of archival documents and other sources provide
a sound empirical foundation for this thesis.

Finally, documentary sources other than archival papers form part of this thesis’s
research methodology, including official publications and speeches which contain content
relevant to both the detail of policy-making and political context. In particular, it would be
amiss not to acknowledge memoirs as an important source of evidence for this thesis. In
similar vein to other outputs (such as interviews) produced wholly or in part by the
politicians and officials who are the subjects of research, memaoirs typically portray the
author as a conscientious public servant. This raises a question as to whether evidence
from memoirs can be used to fairly identify the influence of electoral considerations, as this
study is concerned in part with evaluating the role of electoral politics relative to ideology
and institutions. Gamble (2002, p. 142) argues that the utility of political memoirs varies
significantly and that some memoirs offer partial accounts designed to correspond with the
author’s self-interest. In using evidence drawn from memoirs, this thesis will be sensitive to
the impression that the author is seeking to convey and bear in mind that the actual course
of history will have run less tidily than their memoirs suggest.

Despite these disadvantages, it would be foolish not to study the written accounts
of those most engaged with the events being studied. In particular, Gamble (2002, pp. 145-
146) highlights the detail on policy-making included in some memoirs of the Thatcher and
Major governments, citing those of Thatcher, Lawson, Major, Norman Lamont and Michael

Heseltine as useful for analysing policy. Gamble (2002, p. 145) pinpoints that Lawson’s
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memoirs are especially helpful for their focus on justifying policy choices. For the reasons
that Gamble (2002) identifies, the memoirs of Thatcher, Lawson, Major and Heseltine are
all used in this thesis to identify evidence regarding policy (Lawson, 1992; Thatcher, 19953;
Major, 1999; Heseltine, 2000). Thatcher’s separate memoirs covering her tenure as
Opposition Leader are also used (Thatcher, 1995b). Each of these memoirs provides
valuable insight: Thatcher’s memoirs in relation to all areas; Lawson and Major’s memoirs
in relation to economic management and regarding expenditure on health care and
defence; Heseltine’s memoirs in relation to defence. This thesis also uses a wider array of
memoirs which are relatively less focused on policy detail but still contain useful
information, offering varying levels of policy discussion alongside reflections on events and
political context (including Fowler, 1991; Ridley, 1992; Howe, 1995; Nott, 2002; Hurd, 2004;
Clarke, 2016). These can reveal ideological motivations (particularly personal ideological
views) and evidence about ministerial performance. All these memoirs contribute to

understanding ideological, electoral and institutional considerations.

2.4.2. Interviews

Elite interviews provide a secondary source of evidence for this thesis. Relative to archival
documents, an advantage of interviews is that respondents can discuss private
conversations and political motivations which might not feature in official records. This
makes interviews potentially useful for understanding the role of electoral considerations,
which are less likely to be evident in official documents than ideological or institutional
considerations. While acknowledging the drawbacks of interviews, Lilleker (2003, p. 208)
notes that they can provide information on decision-making processes which is unlikely to
be available in government records or newspapers. Informal conversations are not likely to
be recorded, but a respondent can recall them in an interview. Even where minutes of
discussions are available, civil servants responsible for producing official records are
unlikely to be explicit in recording party-political motivations for decisions, requiring
inferences to be drawn by the researcher. By asking tailored questions in interviews, there
is the possibility of gaining direct insights into calculations outside of the public eye.
However, we should not overlook the limitations and dangers of elite interviews for
a thesis concerned with the history of policy-making. Firstly, interviewees who are former
politicians or their advisers are unlikely to directly admit to making public policy based on

political self-interest rather than genuine policy goals. In the case of institutional
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considerations, the same may apply for public officials as well as politicians. Whereas a
researcher can make inferences from indicators of motivations within archival sources, the
same is not true of interviews where the contrary impression is actively provided. Unless
interviewees are comfortable sharing self-interested motivations and think of their actions
as political retrospectively, the utility of interviews is limited relative to archival documents
for evaluating the significance of electoral politics and institutions as well as ideology.
Recounting the unwillingness of lobbyists to criticise their own organisation and their
tendency to embellish their closeness to power, Berry (2002, pp. 680-681) warns that bias
can be inconspicuous and difficult to identify, creating problems of exaggeration, omission
and general unreliability in interview accounts. Considering a single interview on its own, it
may be impossible to recognise either exaggeration or omissions. Secondly, at a distance of
just under three decades to over four decades from the events of 1975 to 1990,
interviewees may fail to recollect the contents of discussions (or indeed even having
discussed a particular matter) from memory. This problem is fundamental and particularly
acute for a thesis concerned with policy detail rather than politics in more general terms.
Lilleker (2003, p. 212) argues that, while it is uncommon for respondents to make
deliberately false statements, it can be straining for any person to correctly remember
specifics from a long time ago, meaning that even those facts which are supposedly
recalled may be incorrect. Lilleker (2003, p. 212) further argues that interviews should not
be used as the sole source of evidence for any crucial fact. Likewise, Richards (1996, p. 196)
counsels against basing studies solely on interviews. Given the limitations of interviews for
researching historical policy detail, the thesis primarily relies on archival data with
interview data only as a supplementary source.

The purpose of the interviews for this thesis was therefore gaining perspectives on
decision-making by senior Conservatives from individuals with first-person knowledge of
policy-making. Interviewing retired civil servants as well as partisan participants was
deemed a priority, on the basis that officials may be more willing to divulge all possible
motivations without any direct party interest. With the decision to use archival sources to
provide the mainstay of the evidence, and considering research time and resources, it was
not necessary to conduct the same number of interviews as would be required if they were
intended to provide core information about decisions within each policy area. Instead, a
smaller number of interviews provided overarching context.

Non-random probability sampling was used to identify the interviewees for this

thesis. The interviewees were selected based on the researcher’s judgement rather than
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randomly selecting members of a given population. The literature recognises that different
modes of sampling can be suitable depending on the nature and objectives of the research
project. Tansey (2007, pp. 768-769) argues that that non-random probability sampling (any
methodology where there is no specified probability for selecting each member of the
population) is particularly suitable when interviews are intended to reconstruct political
events; this is because the interviewees should generally be those who are best placed to
provide information about the events. For this thesis, the aim is to understand which
factors influenced decision-makers, which requires interviewees who were close to
strategic political discussions and/or policy-making by senior Conservatives. While the
majority of invited interviewees declined or did not respond (including five former cabinet
ministers), five key individuals kindly agreed to be interviewed: Michael Jopling
(Government Chief Whip from 1979 to 1983 and Minister of Agriculture, Fisheries and Food
from 1983 to 1987), Stephen Sherbourne (Thatcher’s Political Secretary from 1983 to
1987), Robin Butler (Thatcher’s Principal Private Secretary from 1982 to 1985, Second
Permanent Secretary of the Treasury from 1985 to 1988 and Cabinet Secretary from 1988),
Andrew Turnbull (Thatcher’s Economic Affairs Private Secretary from 1983 to 1985 and her
Principal Private Secretary from 1988) and Tim Lankester (Thatcher’s Economic Affairs
Private Secretary from 1979 to 1981), consisting of one cabinet minister, one special
adviser and three officials. These interviews offered rich perspectives on decision-making,
complementing the evidence pertaining to individual policy decisions contained within
archival material. Each interview quote included in the thesis has been approved for use
and attribution by the interviewee.

A semi-structured interview format was selected in order to ensure that the key
themes are covered while providing the opportunity to seek further information based on
the interviewees’ responses. In practice, this format involved writing a list of scheduled
questions in advance, as well as preparing to ask supplementary questions in the course of
the interview. Burnham et al. (2008, p. 240) suggest that a list of topics might be used
instead of a list of questions for semi-structured interviews. However, in my previous
experience of elite interviewing, | found it beneficial to use a list of numbered questions so
any highly specific issues arising from archival documents can be raised. Leech (2002, p.
667) suggests using a ‘Grand Tour’ question which involves asking the interviewee to
describe their typical day or working environment. While such questions are well-suited to
interviewing current politicians and civil servants, a slightly different approach is needed

for conducting elite interviews with historical figures who are no longer currently situated
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within the policy-making process. Nonetheless, including a standard ‘Grand Tour’ question
(about the previous working experiences of the interviewees) was necessary to gain insight
into the decision-making process, alongside questions intended to assess their personal
involvement. The ordering of the questions was designed to put the interviewees at ease
before reaching the most sensitive topics. Leech (2002, p. 666) recommends that questions
which might be threatening or upsetting should not be asked near the beginning of an
interview. As such, the chosen sequencing was for interviews to begin with biographical
questions before moving to the core issues. This approach to composing the questions was

suitable as a way of obtaining relevant information from the interviewees.

2.5. Conclusion

This chapter presents a theoretical framework for assessing explanations for Conservative
policy-making under Thatcher’s leadership. The chapter also demonstrates that the policy
areas chosen are useful for evaluating ideology, electoral politics and institutions. By
evaluating expectations as to why and when each independent variable determined policy,
the thesis is able to form a more complex and systematic argument, using the empirical
evidence, about the relative significance of ideology, electoral politics and institutions. The
framework also offers an opportunity to develop political-science literature on the
Conservatives under Thatcher by exploring propositions related to arguments in the
comparative literature. Some propositions point in the opposite direction to the findings of
the existing Thatcherism literature, such as the expectation that the significance of ideology
in policy-making will decline with the longevity of tenure (as Thatcherism is viewed as
becoming more coherent with time by Jessop et al. 1988; Dolowitz et al., 1996; Kerr and
Marsh, 1999). Other propositions based on the comparative literature are aligned with
existing research on the Thatcher governments, such as the expectation that the salience of
electoral considerations increases towards the end of a government’s mandate (given the
finding that the Conservatives manipulated monetary policy before the 1987 General
Election by Whiteley and Clarke, 1990). In either case, this thesis can make a contribution
by contextualising and testing the findings of the Thatcherism literature within a broader
framework, using a large quantity of previously-unused archival data. The process of
evaluating the propositions also enables the thesis to consider the validity of comparative
knowledge against an in-depth analysis of a single government. While it is unlikely that the

conclusions of a quantitative study spanning multiple countries could be credibly
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discounted based on a qualitative study of one government, this thesis may highlight issues
where positions in the comparative literature are inconsistent with the experience of
Thatcher’s leadership. The framework will be useful for engaging with both Conservative
policy-making under Thatcher specifically and the role of ideology, electoral politics and
institutions in the abstract.

Additionally, the political research methodology outlined in this chapter illustrates
the benefits of archival research for political-science studies of historical policy-making.
Utilising the archival evidence in this way fulfils a need for a reassessment of older political-
science interpretations composed without archival sources. This thesis links archival
evidence of the motivations behind policy decisions to central debates about the nature of
Thatcherism. Taking into account the range and detail of archival evidence available about
the Conservatives under Thatcher’s leadership, archival research is well-equipped to
support analysis of historical policy discussions in this case, provided that appropriate
scepticism is maintained when studying individual documents and that multiple sources
(whether alternative archival collections or other types of source) are used overall to
compensate for possible biases in the motives revealed by particular collections. Archival
documents offer the most comprehensive source available for studying the detail of
Conservative policy-making in this period, so analysis of archival material forms the
bedrock of each empirical chapter. However, memoirs and elite interviews can provide
evidence about the general perspectives of policy-makers and the circumstances in which
policy is made, as well as in some cases evidence regarding specific policy decisions.
Through combining archival sources with other documentary sources and elite interviews,
this thesis is able to study and compare a range of evidence about what politicians were

thinking in private when they made policy choices.
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Chapter 3: Economic Management

3.1. Introduction

This chapter studies Conservative policies regarding national economic management, in
particular fiscal and monetary policy decisions. Given the central importance of economic
policy, and the relationship between political and economic ideology, it is unsurprising that
classic accounts of Thatcherism give significant attention to economic issues (Hall, 1983;
Bulpitt, 1986; Clarke, 1988; Jessop et al., 1988; Gamble, 1994). This scholarship was
completed without archival research. The same limitation applies to contemporary or near-
contemporary work focused on economic policy (Keegan, 1984; Johnson, 1991; Jackson,
1992; Smith, 1992; Thompson, 1996). Relevant historical studies have emerged more
recently (Tomlinson, 2007; Tomlinson, 2012; Hotson, 2014; Needham, 2014a; Needham,
2014b; Williamson, 2015). However, these accounts have tended to focus almost
exclusively on Thatcher’s earlier years as leader and, in any case, do not systematically
apply or evaluate political concepts. This chapter therefore makes a contribution to
understanding economic management under Thatcher’s leadership by using archival
evidence to evaluate the role of ideological, electoral and institutional considerations in
policy-making from 1975 to 1990.

The chapter argues that, although policy-makers expressed and held strong beliefs
about economic policy, ideological considerations generally were not the prime factor
behind economic policy decisions. Compared to before 1979 and after 1980, ideological
considerations were relatively more influential (though still did not dominate) from May
1979 to autumn 1980, when Conservative politicians deprioritised some of the political
challenges they faced in opposition but had not yet fully responded to the institutional and
electoral constraints of government. Institutional considerations (including bureaucratic
actors and the international economy as an external constraint) were most important in
shaping fiscal and monetary policy during the Thatcher governments (particularly on
questions concerning the relationship between interest rates and the exchange rate). In
opposition, as well as at moments of political danger or close proximity to the next general
election when in office, electoral factors were central to decision-making.

The first section discusses the content of New-Right ideology in respect of
economic management. The section argues that we must consider both the liberal and

conservative tendencies identified by Gamble (1994). The second section argues that
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electoral considerations were most important to Conservative economic policy in
opposition. This required the Conservatives to present an outwardly credible counter-
inflationary strategy whilst maintaining party unity. Ideas advocated by sympathetic
economists were utilised for this purpose, but no ideological programme was adopted
wholesale. In addition, institutional challenges in government were anticipated and policy
was adapted accordingly. The third section argues that the reversal of monetary policy
(intended to arrest sterling’s appreciation) in the November 1980 Autumn Statement and
the March 1981 Budget represented the triumph of electoral and (especially) institutional
considerations over ideological considerations. The trajectory of fiscal policy during
Thatcher’s first term (particularly the balance of tax rises and expenditure cuts) was also
driven by institutional and electoral factors. The fourth section argues that both fiscal and
monetary policy were detached from ideological considerations in Thatcher’s second term,
with significant changes in personal taxation not enacted until they were electorally useful
in 1986 and 1987. Monetary policy was driven by Lawson’s strategy of targeting the
exchange rate (strengthening external institutional constraints), to the point where
references to the money supply in government policy documents were privately
acknowledged as ornamental. The fifth section, addressing 1987 to 1990, contends that
monetary policy-making was dominated by debates over institutional frameworks,
especially whether to join the Exchange Rate Mechanism (ERM), although political
difficulties intervened and elevated the role of electoral considerations. To the extent that
radical policy change occurred in fiscal policy, bold policy content was not matched by
ideological motivation, with tax changes in the 1988 Budget stemming from Lawson’s

legacy-building and electoral politics more than any collective ideological programme.

3.2. Operationalisation of New-Right Ideology

When considering Conservative economic management, both the liberal and conservative
halves of New-Right ideology are relevant, although the former is most obviously
applicable to this policy area. In assessing the role of economic liberalism, a key question is
whether an overarching belief in free markets was the key motivation. Underneath free-
market rhetoric, the New Right’s economic thought spanned a range of objectives,
including monetary control, supply-side economics, taxation reform, fiscal conservatism
(particularly aversions to high public borrowing and expenditure), market deregulation and

the expansion of private ownership (Gamble, 1994, p. 45). While noting the diversity of the
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tendencies contributing to these proposals, Gamble (1994, pp. 45-46) argues that New-
Right thinkers collectively offered a rational and coherent economic approach. For Gamble
(1994, p. 46), hostility to constraints placed on markets under social democracy was a core
principle of the New Right and addressing these constraints led to specific policies such as
‘sound money’ and a small-state approach to fiscal policy. Sharing a similar focus on the
fundamental principles which underpinned a broad spectrum of policies, Bleaney (1983, p.
137) argues that Thatcherite economic policies were rooted in free-market convictions
rather than technical analysis about the effectiveness of policy instruments, dismissing
concerns that the rhetorical justifications for Thatcherite solutions lacked credibility. Thus,
belief in free markets is pinpointed as a common intellectual factor which is said to unify
different approaches which might otherwise seem inconsistent. In assessing the
significance of ideological considerations, this thesis will consider the extent to which
economic policy was influenced by a general commitment to free-market capitalism.

Yet whether different aspects of liberal economic thought can be classified as parts
of a single coherent free-market ideology is contestable, at least in the context of
Thatcher’s leadership. It is also necessary for this thesis to distinguish the influence of
specific principles when evaluating the significance of ideological considerations.
Williamson (2015, pp 52-53) contrasts the inflexibility of the market liberalism associated
with Enoch Powell and the IEA (advocates of a smaller state and non-intervention) before
the 1970s with the emphasis on fiscal restraint and tighter monetary control pursued by
Healey as Labour Chancellor from 1975 (creating a starting position from which the
Conservatives would likely follow). Williamson (2015, pp. 55-57) notes a lack of consistent
Conservative support for specific monetarist variants (with many of Friedman’s particular
arguments being doubted by ‘monetarists’ such as Lawson) and that the Conservatives
moved to back supply-side reform alongside mainstream economists. Williamson'’s
research on Conservative economic policy-making from 1964 to 1979 casts doubt on
whether ideas embraced early in Thatcher’s leadership stemmed from a predisposition to
free markets.

This thesis should also evaluate evidence that the conservative (or, in some
interpretations, authoritarian) dimensions of New-Right ideology affected economic policy.
In conceptualising the New Right’s conservative tendency, Gamble (1994, p. 63) notes that
their thought is less well-organised than their liberal counterparts and points to rhetoric
about the enemies of a moral society (within and without a given country) as a central

feature. Thatcher’s well-known reference to her opponents in the 1984 Miners’ Strike as
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the ‘enemy within’ at a July 1984 1922 Committee meeting is an example of thisin a
domestic economic context (Thatcher, 1984). Gamble (1994, p. 66) lists strikers as among
the internal enemies that conservatives regarded as undermining state authority, but also
points to American neo-conservative alarm about the influence of a new social group
composed of public sector workers and left-wing intellectuals in the operations of the
state. These principles might imply support for lower public expenditure (especially on
public sector employment) and macroeconomic policies which do not depend on the
compliance of sectional (particularly labour) interests. Sutcliffe-Braithwaite (2012, p. 508),
whose interpretation stresses Thatcherism’s moralistic character, highlights that
Conservatives (particularly Lawson) rejected tax credits on the grounds that they reduced
labour incentives, leading to idleness and dependence. In evaluating ideological influence
on fiscal and monetary policy, not only market liberalism but also tenets of intellectual neo-

conservatism should be viewed as parts of New-Right ideology.

3.3. Opposition

3.3.1. Ideology

As maintaining a united front was prioritised in opposition, the radicalism of Conservative
macroeconomic policy was consciously suppressed. In this respect, lack of governing party
status made Conservative policy less ideological in opposition than it might otherwise have
been. Thatcher and Geoffrey Howe (as Shadow Chancellor of the Exchequer) tolerated
compromises that they would not preserve when actually implementing policies during
their first year in office. Caines (2011) frames divisions in Conservative opposition policy as
being between ideology and pragmatism. Yet One-Nation Conservatives possessed
ideological preferences in the same manner as those that we would now term Thatcherites.
The latter meanwhile were prepared to make policy pragmatically. Economic policy
debates in opposition are better understood as being between different schools of
Conservative thought, with political factors (particularly party unity) leading to policies with
a degree of mutual assent. On counter-inflationary policy, a divide existed between
supporters of incomes policies and monetary control. This required compromises to
establish a unified message. At the party’s Steering Committee in May 1975, Reginald
Maudling (Shadow Foreign Secretary) ‘emphasised that he was in favour of cutting public

expenditure, not because he thought that this would have much effect on wage inflation,
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but because it would release resources for the hardpressed private sector.” (CRD, 1975b).
Maudling rejected monetarist reasoning while selecting an alternative ideational basis for
concurring with Thatcher’s policy. In the same meeting, ‘Mrs. Thatcher said that she had
been encouraged by the virtual unanimity on the issue at the Business Committee the
previous Wednesday attended by about 100 M.P.s. While few wanted a statutory pay
freeze, almost all would be prepared to support an indexed freeze if it restored confidence
in sterling.” (CRD, 1975b). Thatcher expressly welcomed near-unanimous support for a pay
policy, despite her own scepticism. Each side moderated its stance to maintain a common
position. Similarly, at an April 1976 Shadow Cabinet meeting, it was settled that ‘Members
should argue that incomes policy by itself was not enough to restore a long term balance in
the economy.’ (CRD, 1976c). This formulation argued that incomes policies alone were
insufficient, but did not reject continuation of incomes policies or adopt a position on the
relationship between wages and inflation. This mollified adherents of both incomes policies
and monetary control. The existing literature recognises that disagreements led to a middle
ground (Hotson, 2014, p. 130; Williamson, 2015, pp. 112-115). Undoubtedly, Thatcher and
her allies were unhappy with compromises. Faced with a paper summarising several
aspects of economic policy from Adam Ridley (Economic Adviser to the Shadow Cabinet
and Deputy CRD Director) in June 1978 (when an election was suspected to be imminent),
within which Ridley argued ‘we could well unsettle many people who would otherwise vote
for us if we do not show some awareness of and sympathy for the idea that it is a duty of
Governments to play some part in’ pay settlements, Thatcher scribbled ‘Red Socialism’ at
the top of her copy (CRD, 1978b). Yet such feelings did not lead to the Conservatives
unequivocally embracing fundamental alternatives before 1979. Policy decisions were less
radical than Thatcher’s own views precisely because she recognised that party unity and
securing power required compromise.

Right-wing economists supplied intellectual justifications for Conservative
rhetorical and policy choices. Contact between the Conservatives and monetarist
economists was directed towards identifying viable political arguments more than policy
selection. In this sense, the significance of ideological considerations was instrumental
rather than causal. Monetarist input enabled Conservative politicians to rationalise policies
which may have otherwise seemed incoherent, in particular support for cutting
expenditure as a route to achieving monetary control. At a meeting chaired by Thatcher on
monetary policy in March 1975, the month after she became leader, the economist Alan

Walters argued ‘that much of what he had to say about the money supply also applied to
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the financial deficit of the public sector. There was a close correlation between the two’
(Conservative Party, 1975). Walters, as early as March 1975, identified the relationship
between money supply and government borrowing which would become critical to the
MTFS once the Conservatives entered government. This logic enabled Conservative
rhetoric on monetary control to complement a wider attack on the role of the state.
Likewise, the economist Alan Budd was invited to a January 1976 meeting of the Economic
Reconstruction Group, where he argued that the inflexibility of the public sector ‘meant
that the burden of making adjustments fell disproportionately on the private sector’,
providing a rationale for cutting public expenditure alongside a monetary contraction (CRD,
1976a). In relation to the 1980s, Allan (2008) argues that, rather than neo-liberal
economists persuading Conservatives to embrace the cause of free-market economics,
Thatcherites proactively selected and refined economists’ ideas where these were
compatible with the Conservatives’ pre-existing views. This thesis finds a similar
phenomenon in the opposition period. The contribution of figures such as Walters and
Budd provided the necessary technical arguments for right-wing Conservatives to advocate
policies with which they were most instinctively comfortable, turning monetarist rhetoric
into a political weapon.

Leading Conservatives were not unfamiliar with broader ideological antecedents,
but classic neo-liberal thinkers were less relevant than individual monetarist economists in
Britain. Insofar as a global ideological struggle was a factor, Thatcherites worried about
public opinion as much as policy. In particular, Keith Joseph (who was delegated overall
charge of Conservative policy-making) and Howe feared societal acceptance of Keynesian
economics. They aimed to combat this by promoting alternative economic philosophies. In
March 1976, Joseph wrote to William Whitelaw (Deputy Party Leader), copied to Thatcher
and Howe, complaining that the BBC had invited Kenneth Galbraith to give talks on
economics, observing that ‘Galbraith is about the most dangerous intellectual opponent
that we have on the economic front’ (Joseph, 1976). Howe responded that ‘The proper
balance to Galbraith might be provided by a series of talks from Hayek or Friedman.’
(Howe, 1976a). Howe and Joseph regarded their economic philosophy as grounded in a
wider ideological contest. However, in justifying the variant of monetarism that the
Conservatives ultimately advocated and sought to implement in office, contact with British
academics such as Walters and Budd was more relevant than the aspiration to deploy

Hayek or Friedman as public intellectuals against Galbraith.
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Finally, there is little evidence that party members contributed to forming
economic policy in opposition. This suggests that party activists’ views were not critical to
the relationship between ideology and policy. To the extent that party management was a
concern, a greater focus was assuaging the concerns of One-Nation politicians as discussed
above. In Thatcher’s memoirs, she recalls that ‘most of the party in the country accepted
my leadership only on sufferance’ when she was first elected in February 1975 and that this
was a burden for Peter Thorneycroft as Party Chairman to manage (Thatcher, 1995b, p.
291). This suggests that, if Thatcher was elected by Conservative MPs seeking a rightward
economic shift as Wickham-Jones (1997) argues, those MPs were not responding to
grassroots pressure. That Thatcher regarded members’ views as a problem for
Thorneycroft to manage indicates members’ weak role in policy-making, given Thatcher’s
own proactive efforts to managing economic policy dissent among senior colleagues.
Thatcher’s memaoirs later reveal that, at her first conference speech as leader, the positive
reception she received after speaking about economic liberty ‘struck me as genuine’ and
that ‘The representatives on the floor were hearing their own opinions expressed from the
platform’ (Thatcher, 1995b, p. 308). Even assuming that we can trust her impression of the
conference, this does not show that Thatcher’s economic approach was influenced by
members, but rather that the delegates present reacted well to her pre-conceived views.
While it is possible that Thatcher’s leadership was a symptom of a wider feeling within the

party, there is less evidence that members’ views shaped policy decisions.

3.3.2. Electoral Politics

Electoral considerations influenced Conservative economic policy-making from the earliest
stages of Thatcher’s leadership. The context that Thatcher faced on becoming leader
brought politics to the fore and suggests that fresh memory of electoral losses may elevate
electoral considerations, revealing a qualification to the generalisation that sensitivity to
electoral factors is greater towards the end of a parliamentary term. The experience of two
election defeats in 1974 pushed the Conservative leadership and its supporters towards a
counter-inflationary strategy founded on monetary control and rejection of trade union
power. In November 1975, at a meeting of the Economic Reconstruction Group (the
frontbench’s sub-committee for economic policy), the MP David Howell ‘felt that a major
pre-election task was to gradually overthrow the popular view that the Conservatives could

never work effectively in the face of union opposition’ (CRD, 1975e). In the same
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discussion, Howe referred to the danger of ‘political and industrial pressure by trade
unions’ leading governments astray from ‘monetary continence’ (CRD, 1975e). In the
aftermath of the 1974 elections, the discussion recognised that a significant political
challenge was persuading the public that the Conservatives did not need union support to
govern and confirms that ‘monetary continence’ was regarded by Howe as an alternative
focus for counter-inflationary strategy. Such a framing provided grounds for selecting a
policy which rejected the necessity of trade union cooperation. This evidence accords with
the interpretation advanced by Bulpitt (1986) that the Conservatives adopted monetarist
economics to demonstrate that they could govern competently without union support.
Economic policy was influenced by an early preference for monetary control, over reliance
on trade-union goodwill, as the most viable strategy for securing and retaining power.
While attention to electoral politics was a feature of Thatcher’s tenure from the
start, proximity to the next election in 1978 and 1979 altered the way in which electoral
factors affected policy selection. This highlights a distinction between strategic electoral
considerations, which influenced policy from 1975 onwards, and the policy implications of
tactical choices related to presentation and the conduct of the campaign. At a working

lunch chaired by Joseph in February 1976, ‘Sir Geoffrey Howe felt that we simply had to say

that real standards of living must fall while the economy was being restored’ (CRD, 1976b).
Ridley was concerned that embracing falling living standards ‘would be electorally
extremely difficult, particularly in the context of five yearly parliaments’, thinking of the
next parliamentary term as well as immediate political prospects (CRD, 1976b). Joseph ‘felt
more optimistic here; he was confident that many floating voters would behave
responsibly’ and accept falling living standards (CRD, 197b). Desire for electoral victory
featured in this policy discussion, but it was viewed from a long-term perspective. Ridley’s
advice focused on the strategic risk of falling living standards, while Joseph judged that
voters would look beyond their material welfare. At this stage, their debate was essentially
theoretical.

Later in opposition, electoral considerations directed Conservative policy-makers
towards developing a feasible policy message which the public would find convincing. Peter
Cropper, a CRD official, wrote to Ridley, in a December 1978 memorandum copied to
Howe, criticising confusion in their taxation policy, arguing ‘It looks to me as if, starting
from here, we will have very little money to “give away” initially in broad brush tax cuts’;
he further lamented that, ‘we have missed the boat. If the Party’s publicity machine had

been working properly two years ago, there is no limit to what could have been done by
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presenting Labour as the party of heavy and rising taxation’. (Cropper, 1978). Whereas in
1976 a general policy of halting Labour tax rises would have been plausible, Cropper argued
that this was no longer so and that ‘Today’s message is quite different: it is the more
traditional Tory one of widening differentials, enabling people to save, encouraging
enterprise.’ (Cropper, 1978). Proximity to the next election did not create a rush towards
vote-seeking commitments, but constrained the Conservatives to focus on options carrying
public credibility.

In opposition, Conservative policy-making was significantly affected by changes in
the government’s popularity. One of the expectations proposed in the previous chapter
(that parties are more likely to focus on electoral politics following a mid-term fall in
government popularity) should refer to a rise in the government’s popularity for a party in
opposition. In her memoirs, Thatcher recalls that ‘1978 had all the makings of a politically
difficult year’ for the opposition (Thatcher, 1995b, p. 409). Faced with falling inflation and
an upturn in government popularity from late 1977 to autumn 1978, Conservative policy-
makers re-focused on public expenditure in locating an opening to attack Labour. In
December 1977, a paper for the Conservative Party’s Strategy and Tactics Committee by
Chris Patten (CRD Director) proposed that ‘We should argue that Labour have only done
the negative things needed to save the economy from catastrophe, and that a Conservative
Government would do the positive things that would get the “real economy” moving
again.’ (Patten, 1977). This approach was evident in Thatcher’s response to the April 1978
Budget where, after dismissing Labour’s progress on inflation, she critiqued that ‘the whole
of the right hon. Gentleman’s strategy has been to take more of the nation’s income to be
spent by the Government’ (House of Commons, 1978b). In private policy discussions, the
Conservatives gave attention to imposing spending restraint. In March 1978, a CRD paper
advocated a pledge to hold real-terms public expenditure constant, observing that
‘Previous notes by CRD have established that a pledge to keep the level of public spending
constant in real terms would:- i) give us considerable flexibility, ii) allow us to make
substantial tax cuts, and iii) satisfy political pressures on us’, before proceeding to outline
different definitions of keeping spending constant (CRD, 1978a). This identifies that a
spending pledge would ‘satisfy the political pressures’ the Conservatives were experiencing
at that time. Faced with a resurgence in Labour’s popularity, electoral considerations
prompted the Conservatives to focus policy-making on public expenditure control where

they perceived Labour to be vulnerable.
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3.3.3. Institutions

Conservative economic policy-makers were suspicious of what they perceived as the
dominant intellectual trends within the Treasury and the Bank of England. In opposition,
they were conscious of views expressed by serving officials and identified institutional
opposition as an obstacle. The Conservative leadership believed the Treasury and the Bank
had failed to grasp new economic doctrines. In February 1978, Douglas Wass (the
Treasury’s Permanent Secretary) delivered a lecture urging markets to attach less
importance to the government’s monetary targets (Davies, 2017, p. 210). Afterwards,
Ridley advised Thatcher that ‘There is something very odd about the way in which Wass has
allowed his somewhat patronising attitude to the need to retain financial confidence to
emerge in this lecture’ (Ridley, 1978). Writing to Thatcher, Joseph praised Ridley’s note as
‘an admirable Minute — and very alarming in its analysis of the attitude of Wass’ (Joseph,
1978). Wass subsequently wrote to Howe seeking to assuage Conservative concerns (Wass,
1978). The assessment provided to Thatcher by Ridley (1978) also criticised the attitude to
the money supply exhibited in the Mais Lecture delivered by Gordon Richardson (the
Bank’s Governor) in the same month, albeit less harshly, characterising Richardson’s
argument as ‘a little less easy to interpret’ and observing that, ‘A strict monetarist might
well be made anxious both by the endorsement of the Government’s present incomes
policy and by a number of sceptical observations about the effects of monetary policy’.
Richardson’s Mais Lecture triggered a letter from Lawson (then a member of Howe’s
frontbench team) to Richardson highlighting the speech’s intellectual tensions and insisting
that there could be no role for demand management ‘more than ensuring that necessary
changes in the rate of monetary expansion are gradual’ (Lawson, 1978a). Jim Buller and |
reference Ridley’s note to Thatcher and Lawson’s letter to Richardson in an article
highlighting absence of trust as an explanation for repeated Conservative decisions under
Thatcher and Major to reject Bank independence (Buller and Whisker, 2020, p. 8). Apart
from lack of trust in the Bank, the remarks in Ridley’s note and Joseph’s reaction confirm
the firm disagreement that they felt with the views of Wass. Conservative policy-makers
regarded themselves as proponents of monetary control and the Treasury’s top official as a
sceptic. In this vein, before the 1979 General Election, Howe wrote to Thatcher relaying a
businessman’s opinion that Wass ‘still did not fully understand the causal link between

monetary supply and inflation’, though ‘would be readily prepared to maintain our will’
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(Howe, 1979a). The Conservatives were uneasy about state economic policy-making
institutions.

In anticipating disagreement within the Treasury, Conservative politicians judged
that new voices were required within official circles. In particular, for filling the impending
vacancy in the Civil Service post of Chief Economic Adviser, Lawson recalls in his memoirs
that ‘My own view was that the job could be done effectively only by somebody who
sympathized with the new beginning initiated after the election, but who understood more
mainstream ways of thinking and could command the respect of Treasury economists. Well
before the 1979 election | had come to the conclusion that the best bet was probably Terry
Burns’ of the London Business School (Lawson, 1992, p. 51). Burns would ultimately be
appointed in 1980 and later became the Treasury’s Permanent Secretary. Given concerns
about the Treasury’s institutional norms, the Conservatives were actively thinking about
appointments to establish their authority over economic policy.

Conservative policy towards the European Monetary System (EMS) was fettered by
both what they perceived as the disinterest of the incumbent British government and
unwelcome decisions by the leading European Economic Community countries (West
Germany and France). In spite of significant concerns (including among later ERM
advocates), leading Conservatives regarded expressly rejecting the EMS as untenable
because it would isolate future Conservative governments in policy formation at the
European level. Writing to Thatcher in October 1978, Lawson advised that ‘my own view is
that we should avoid committing ourselves to any firm position on the EMS for as long as
possible. For a happy few Eurofanatics and Europhobes this is a clear-cut issue [....] For
most of those [...] who have taken the trouble to study the matter, it is a hideously complex
and awkward issue, both economically and (more important) politically’ (Lawson, 1978b).
This placed economic and especially political factors above ideological considerations. In
particular, Lawson complained about the lack of any British initiative in Europe to date,
arguing that ‘the only European initiative on the table is one designed by Germany and
France, which undoubtedly presents the UK with a number of difficulties, and to which we
are obliged to react’ (Lawson, 1978b). Subsequently, Howe wrote to Thatcher outlining a
consensus from a meeting with colleagues (including Lawson) that “We should pronounce
in favour of the EMS — not as the ideal way ahead, but nevertheless to be welcomed for
providing greater currency stability and encouraging convergence of economic policies.’
(Howe, 1978). Compared to Lawson’s position, the recommendation communicated by

Howe favoured a more positive stance. However, Howe and Lawson’s advice shared a
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rationale, namely concern that European integration should not be dictated by France and
Germany. Howe told Thatcher, ‘The political case for this conclusion is a strong one: the
alternative means surrendering the direction of the EEC and its policies to the Franco-
German high table.” (Howe, 1978). Senior Conservatives countenanced adopting an
externally-driven agenda over which they had no input, in order to maximise the possibility
of future influence over that external agenda. External institutional constraints proved
central to policy-making on European monetary integration.

Before entering office, Conservative economic policy was influenced by a
perception that British capitalism was in crisis and that middle-class interests were
threatened as a result. This highlights the role of the structure of British capitalism and
social class (as interpreted by politicians) as institutional forces affecting Conservative
policy-making. In November 1977, Richard Bull (a vice-chairman of the Greater London
Young Conservatives) wrote to Howe criticising hostility to government expenditure (Bull,
1977). Advising another CRD member on drafting the reply, Ridley (1977) rejected Bull’s
international comparisons, arguing ‘The Party’s position does not begin with an inspection
of the level of public expenditure or taxation in this country and the observation that such
levels are higher than elsewhere. The fundamental diagnosis is about a process.’
Summarising their actual stance, Ridley (1977) stated, ‘Put in the crudest terms, we are
now asserting that rising public spending — in total and not just on goods and services — has
caused wage inflation, declining profitability and entrepreneurial demoralisation.’
References to ‘declining profitability’ and ‘entrepreneurial demoralisation’ suggest that
Conservative policy-makers were conscious of the crisis of profit noted by Clarke (1988)
and wanted to address this. Conservative policy was partly a response to economic trends
perceived to threaten the success of capitalism as a system.

Similarly, class-based motivations still existed among Conservative policy-makers.
We should disregard Conservative public claims dismissing the notion that class affected
their policy thinking. In a May 1978 speech to the Bow Group, Thatcher lamented that
ideological allies ‘often accepted the argument of their enemies that the dominant issue in
politics is a matter of social class. Policies with that as a basis are both divisive and
meaningless.” (Thatcher, 1978a). This rejected the connection between class and policy. Yet
reality was more complicated. In a letter to Howe in August 1976, Howell argued that, ‘One
of the chief resentments of professional people and skilled workers in middle income
groups is that they have been totally excluded from consultations on pay policy. So far, the

Conservative Party has not been a very effective force on their behalf’ (Howell, 1976).
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There was no perfect translation from middle-class interests to Conservative policy, as was
reflected in Howell’s complaint that ‘the Conservative Party has not been a very effective
force on their behalf’ (Howell, 1976). Yet Howell’s argument shows acceptance that the
Conservatives should (in part at least) be a ‘force on [the] behalf’ of middle-class interests,
specifically ‘professional people and skilled workers in middle income groups’ (Howell,
1976). This indicates a greater role for class than is suggested by Thatcher’s beliefs about
class distinctions being ‘both divisive and meaningless’ (Thatcher, 1978a). The

socioeconomic environment was an influence on Thatcher’s early leadership.

3.4. First Term

3.4.1. Ideology

If the Conservatives’ first year in office is considered alone, macroeconomic policy provides
scant support for the proposition that governing party status curtails the importance of
ideology for policy-making. Compared to the opposition years, the role of ideological
considerations was heightened in the formation of Conservative economic strategy in the
period up to and including the first half of 1980. The immediate effect of entering
government does not appear to have reduced the salience of ideology. Policy aims were
more radical than foreshadowed by the Conservatives’ pronouncements before May 1979.
In a memorandum for the Cabinet, advocating publishing monetary aggregates alongside
targets for the public sector net borrowing requirement in the MTFS in March 1980, Howe
as Chancellor of the Exchequer observed that ‘Since the Election we have only succeeded in
stopping the rot we inherited. To achieve positive success our policies must do more.’
(Howe, 1980b). While this note reveals concern about political impressions of success and
failure, it also reflects a desire to enact a positive vision based on ideological beliefs.
Ideology was not the sole factor, but it mattered in this instance. The radicalism of Howe’s
position is reinforced by the prior objections of John Biffen, Chief Secretary to the Treasury.
In a note to Howe earlier that month, copied to Thatcher, Biffen claimed that the MTFS
rested on presuming ‘some mechanistic relationship’ involving the variables specified
therein and objected that ‘l do not believe such a relationship can be thus demonstrated.’
(Biffen, 1980a). Lankester (Thatcher’s Economic Affairs Private Secretary from 1979 to
1981) does not remember the note but comments in his interview that ‘I think John Biffen

was influenced by Douglas Wass, who was the Permanent Secretary, who had serious

79



doubts about the publication of the MTFS. He thought it would chain the government
unnecessarily and unwisely to particular numbers’ (Lankester, 2018). Howe’s decision to
overrule Biffen and Wass’s pragmatic objection reflected monetarist influence on economic
policy in the first half of 1980. By contrast, in opposition, the Conservatives had avoided
constraining themselves rigidly to money supply targets. In particular, Conservative policy
discussions entertained the use of prices and incomes controls to control inflation in 1976
and 1977, emphasising the money supply was important but should not be the sole
instrument of counter-inflationary policy (Williamson, 2015, pp. 115-117). The 1979
Conservative Manifesto aligned closely with the Callaghan government’s monetary policy
(Needham, 20144, p. 134). The targets in the MTFS represented an advance on that
position, pursued despite doubts within the Treasury. The Conservatives went further on
monetary policy after entering office than they had committed to do beforehand.

The shift in economic policy motivations from the second half of 1980 to the 1983
General Election supports the propositions that ideology becomes less significant over time
and that the experience of governing decreases the relevance of ideological considerations.
The Conservative retreat from a tight domestic monetary policy (in favour of fiscal
contraction and aligning monetary policy to the exchange rate), was underpinned by the
abandonment of a doctrinal monetarist approach and the increased influence of
institutional and electoral concerns. This change was manifested in the March 1981 Budget,
which set the course for macroeconomic policy for the remainder of Thatcher’s first term,
but can be traced to discussions preceding the November 1980 Autumn Statement (Collins,
2014, p. 110). On one level, if we were to focus on policy content, the choice of greater
reductions in public expenditure as an alternative approach was consistent with Thatcher
and Howe’s ideological preferences. In her memoirs, Thatcher records that the spending
reductions culminated in ‘one of the bitterest arguments on the economy, or any subject,
that | can ever recall taking place at Cabinet’ at the July 1981 meeting and culminated in
the September 1981 reshuffle where she fired or demoted more left-leaning ministers,
such as lan Gilmour and Jim Prior, who disagreed with further spending cuts (Thatcher,
19954, pp. 147-153). The government changed monetary policy, but was ideologically
divided on public expenditure and those seeking a more radical approach won out. Yet
reading this as a triumph of ideology would focus too much on the divisions between
Thatcher and dissenting ministers, rather than considering why Thatcher and Howe turned
against monetary contraction. The context was Thatcher’s deep unease about the

damaging effects on industry of a high exchange rate, combined with a deterioration in the
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government’s political prospects. In his interview, Lankester recalls that Thatcher wanted
to control the money supply to counter inflation in principle, but that ‘when she was
advised that this could only be done with a sharp increase in interest rates, that was
something she found difficult to accept or appreciate.” (Lankester, 2018). Lankester also
observes that ‘she was very unhappy with the contradiction, but she thought that
economic policy perhaps could be done differently, but she didn’t have any solutions’
(Lankester, 2018). The eventual decision to reverse monetary strategy should be seen in
light of this policy contradiction. Forsaking a macroeconomic policy driven by money supply
targets reflected the incoherence at the heart of Thatcherite economic thinking.

The delayed effect of governing party status, as well as the shift towards a long-
term trajectory where the role of ideology was secondary, is demonstrated by the turning
point in late 1980. In this instance, the significance of ideology was inversely related to the
power of institutional constraints. Ahead of the Autumn Statement, a crucial meeting was
held between Thatcher, Howe and Wass in November 1980, recorded by Downing Street in
a letter to the Treasury (Lankester, 1980). This followed a paper by Wass requested by
Thatcher on options for relieving the industrial environment, in which Wass argued that
‘the exchange rate has appreciated much more than we expected’ and outlined six options
to remedy this, namely inflow controls, a moderate cut in interest rates, a larger cut in
interest rates, ‘an explicit exchange rate policy’, tax changes to assist businesses and an
incomes policy (Wass, 1980). In the meeting, Howe reported to Thatcher that ‘he had
decided that the immediate aim must be to go for option Il —i.e. an early, modest
reduction in interest rates. He had in mind a reduction in MLR of 2 per cent. To enable this
to take place, he would need to be able to demonstrate that the Government was not
abandoning the monetary strategy’ (Lankester, 1980). In addition, Howe ‘had concluded
that option | —i.e. inflow controls — should not be adopted alongside a reduction in MLR.
The two together would give the impression that the Government was moving to an
exchange rate objective’ (Lankester, 1980). Yet a shift to an exchange rate objective was
precisely what was happening. In the same meeting, it was highlighted that ‘The proposed
2 per cent reduction in MLR, though desirable on industrial grounds, could very well have a
perverse effect on the exchange rate — since it might result in heavy foreign inflows into
gilts’, and Thatcher responded by proposing that ‘if a 2% reduction were likely to have a
perverse effect on the exchange rate, a 2%% reduction might be considered; against this, it
was argued such a figure would look like fine tuning’ (Lankester, 1980). Furthermore, ‘The

Prime Minister said she hoped, even if option | were not adopted, the Treasury would
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consider switching Bank “customers’” transactions off market again.” (Lankester, 1980). To
ease industrial pressures, Thatcher advocated reducing interest rates and contemplated
inflow controls, based on options developed by Wass as a traditionalist Treasury official,
representing significant departures from monetarist doctrine and free-market principles
more broadly. Set against this, the record shows that Howe’s relative caution was about
avoiding the perception that they had changed course — the political risk that such policies
might look like Keynesian ‘fine tuning’ — as opposed to offering arguments that encouraging
depreciation was substantively undesirable. As they selected from the measures devised by
Wass and intended to appease financial markets, salvage the profitability of domestic
industry (to the extent that was possible), and protect the government’s reputation (from
claims of incompetence), Thatcher and Howe had little option but to put monetarism aside.
After 18 months in office, the experience of government weakened the role of ideological
considerations.

Insofar as can be discerned, the overall direction of policy change 1979 to 1983
(from monetary to fiscal contraction) matched the desires of party members and
supporters. However, it is unclear whether members’ views were rooted in ideology or
other priorities (such as Conservative electoral prospects, their own economic wellbeing
and class conflict). Furthermore, it is doubtful whether members’ views, when relayed by
MPs, could be distinguished by the party leadership from the views of parliamentarians.
The evidence implies that Conservative members sought greater spending cuts. Following
the March 1981 Budget, Thatcher received a letter from the Scottish Conservative
Association relaying that ‘there is considerable anxiety among our supporters in Scotland’,
that they are ‘angry when they observe the levels of public sector spending’ and that they
‘curse the Chancellor roundly for the 20 pence fuel increase [in the budget]’ (Smith, 1981).
Did such anger affect policy-making? In a meeting of Treasury ministers and special
advisers in September 1980, it was argued that a further set of cuts was needed and ‘it
would be greatly preferable if it could be announced before the Party Conference’
(Cardona, 1980). This implies that reductions may have pleased the delegates in
attendance. In feedback provided to Howe at a November 1980 meeting of the
Conservatives’ Finance Committee, a backbench committee covering Treasury matters, the
right-wing MP George Gardiner ‘detected disappointment in the Party over the inadequacy
of the cuts’ (Cropper, 1980b). In the same committee earlier that month, Alan Clark argued
that ‘the level of unemployment was what was holding the Party activists steadfastly

together in many constituencies. For better or worse it was seen as giving the Trade Unions
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their deserts.” (Cropper, 1980a). Gardiner and Clark’s views are unlikely to be
representative of parliamentarians or party members more generally, but suggest desire
within the party for a more confrontational programme. This lends support to the
argument of Green (2002, p. 217) that Thatcherite radicalism stemmed from discontent
among party members. However, Gardiner and Clark’s comments also indicate concern
among party members about the political and economic failure of the government’s
strategy up to that stage. At the opposite end of the ideological spectrum, concern about
economic policy was prevalent on the left. In his interview, Jopling (from his role as Chief
Whip) recalls, ‘Because Geoffrey Howe had to take a number of steps which certain people
in the party did not care for very much, there were a number of people who started to take
fright a bit in those early days, particularly people on the left-wing of the party.” (Jopling,
2019). Such objections likely reflected MPs’ own positions. In feedback from
parliamentarians to frontbenchers, including reports of members’ opinions, it is unlikely
that frontbenchers could distinguish ideological pressure from members from personal
views articulated by MPs on the left and right of the party. In his interview, Lankester
(2018) notes that, ‘On specific policy’, members had no influence, but that Thatcher ‘was
responsive to their frustration that things weren’t working out as well as she had hoped
and they had hoped.” Beyond contributing to policy-makers’ perceptions of the political

environment, it is unlikely that members’ views exerted a separate causal effect on policy.

3.4.2. Electoral Politics

At the beginning of the electoral cycle, the Conservatives were less sensitive to electoral
considerations. In particular, Thatcher and Howe were conscious of the short-term
economic and political dangers involved in pursuing a monetary contraction to control
inflation, but opted to increase interest rates regardless. This indicates that electoral
politics is less central to policy-making at the start of a parliamentary term and, conversely,
supports the proposition that electoral considerations matter more at the end of a
government’s mandate. In a memorandum submitted to Thatcher in December 1979,
Howe highlighted that ‘the [fiscal and monetary] policy conflicts are likely to be most acute
in the next two years.” (HM Treasury, 1979b). From this analysis, Howe made two
arguments: ‘First, however difficult the short-term, the centre piece of our anti-inflation
strategy — progressive reduction in monetary growth — remains the only feasible one’, and

that ‘Unless we reduce [public expenditure] plans further we shall not be able to avoid
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serious damage to our taxation objectives and the risk of even higher interest rates than
those we have now’, adding that ‘This is also becoming increasingly clear to the financial
markets’ and ‘Most important, it is also becoming clear to our supporters in Parliament
that further action on public expenditure is needed.” (HM Treasury, 1979b). This
memorandum confirms that Howe in 1979 was aware of the economic and political
challenges stemming from higher interest rates, as well as perceiving cuts in public
expenditure as an alternative which could reduce the need for high interest rates. In spite
of this assessment, Howe insisted that their existing economic policy based on reducing
inflation through restraining monetary growth was ‘the only feasible one’. Howe’s framing
awarded primacy to a tight monetary policy, with cuts in public expenditure as a secondary
objective. Howe’s memorandum also referred to the potential problems as ‘short-term’
(HM Treasury, 1979b). This points to lower responsiveness to public opinion when declining
popularity was judged to be temporary and confined to a period when the next general
election was still in the distance.

It took mounting political opposition associated with adverse economic
developments to change Howe’s mind. This illustrates how a mid-term fall in government
popularity can alter public policy decisions. The March 1981 Budget involved abandoning
the course Howe had previously judged to be ‘the only feasible one’ and substituting for it
a fiscal contraction amidst a recession. The reversal in policy is recognised in existing
literature (Johnson, 1991, p. 46; Needham, 2014a, pp. 159-161; Thompson, 2014, p. 58). By
late 1980, Conservative policy-makers realised that there were insurmountable political
problems with the monetarist package that Howe had deemed essential in December 1979.
This is evident in a minute for Howe in November 1980 from his special adviser Adam
Ridley. In a minute endorsing a reduction in the Minimum Lending Rate recommended by
Wass, Ridley observed that ‘The political pressures associated with present policies and
circumstances and a prolongation of both are going to get much greater. | am not referring
to Sir T Beckett and the more emotional part of the CBI, but to a growing body of quiet and
responsible critics’ (Ridley, 1980). This shift in position is particularly significant when it is
considered that Ridley had criticised Wass, in opposition, for his scepticism of monetarist
doctrine (Ridley, 1978). Electoral considerations compelled Howe and Ridley, who were
rhetorically and intellectually committed to monetary control, to change the policy
direction. Analysing Conservative political strategy ahead of the 1983 General Election,
Abernethy (2018) dismisses notions of a shift in policy content and argues that re-election

plans consisted of presentational and tactical changes. While this may be true if 1982 and
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1983 are viewed in isolation, the need to secure re-election led to a major change of policy
earlier in 1981. A mid-term fall in popularity forced the government to change course.

This finding has implications for both the proposition that electoral considerations
increase in importance towards the end of a mandate and the proposition that mid-term
falls in government popularity bring electoral politics to the fore. Proximity to the next
election increased the salience of electoral considerations in 1982 and 1983, but leading
policy-makers also considered the possible electoral consequences at an earlier stage. Both
the electoral cycle and a mid-term fall in popularity were relevant, but the latter was more
pivotal to the sequencing of the change in policy. In a letter from Howe to Thatcher in June
1982, entitled ‘Economic Prospects and Priorities for the Next Two Years’, Howe advised
that ‘In short, if things go as expected we can hope to face the country with an economy
which is again growing’ (Howe, 1982a). After endorsing a continuation of existing policies,
Howe points out that interest rates ‘represent not only one of industry’s biggest perceived
costs, but also affect individuals directly’, adding that ‘We must try to secure further
reductions. This means ensuring that monetary conditions are not unnecessarily tight’.
(Howe, 1982a). With an election within the next two years in mind, Howe aimed to achieve
lower interest rates because they directly affected the personal finances of voters. The
closeness of the next election heightened the role of electoral considerations. However, in
endorsing lower interest rates in June 1982, Howe was recommending continuation along
the trajectory determined by the 1981 Budget stemming from discussions which started in
late 1980. Political pressure had already forced the Conservatives to adopt their election-
winning strategy in 1981. This is distinct from the Conservatives consciously choosing to
drastically alter the policy direction shortly before the election. Sanders et al. (1987) credit
the Conservative Party with manipulating economic conditions to produce a more
favourable outcome in the 1983 General Election. While more favourable conditions
resulted from government policy and the policy was partially designed in response to
political pressure, the Conservatives changed course in late 1980 and early 1981 after
experiencing a drop in popularity (as opposed to consciously altering policy in 1982 merely

because the next election was closer in time).

3.4.3. Institutions

Institutional constraints, including the scepticism of Treasury officials and the need to

maintain market confidence, frustrated the early Conservative preference for pursuing a
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fiscal contraction as a substitute for higher interest rates. Senior Treasury officials
counselled against ambitious efforts to reduce public borrowing. This contributed to
blunting Conservative ideological goals. At a meeting of the Treasury’s most senior officials
in October 1979, Wass noted that ‘the Chancellor held the view that the PSBR [Public
Sector Borrowing Requirement] should be brought down as far as possible, because the
lower it was, the lower the monetary target could be consistent with low interest rates’,
before criticising that this would ‘be likely to cause output and employment to fall, and the
Chancellor should be advised not to commit himself to too low a PSBR target’ (Taylor,
1979). Wass remained sensitive to the impact of a contractionary fiscal policy on aggregate
demand. A Keynesian understanding of economics remained embedded at the top of the
Treasury. In 1979 to 1980, despite his explicit ideological support for a smaller state and
balanced budgets, Howe was conscious that he was presiding over a policy stance requiring
greater public borrowing. In a January 1980 memorandum to the Cabinet, Howe lamented
that the outlook for borrowing had ‘almost certainly worsened’ since his previous paper
(Howe, 1980a). The memorandum urged the Cabinet ‘to take the necessary public
expenditure and fiscal decisions, so that less of the burden of monetary control falls on
interest rates.” (Howe, 1980a). At the same time, Howe argued that a tight monetary
stance ‘needs to be applied consistently for several years if it is to work’ and that, if they
departed from this, ‘The effect on confidence in financial markets would be extremely
serious.” (Howe, 1980a). Howe regarded expenditure cuts as ideally underpinning both
monetary and fiscal contraction. However, given obstacles to reducing public borrowing
and the immediate aim of reassuring financial markets, higher interest rates became the
policy. Even when possessing radical intentions, Howe did not have freedom in determining
which policy instruments to use.

When ministers ultimately resolved to loosen their hawkish monetary policy and
rely primarily on fiscal policy to achieve their aims, hopes for drastic expenditure
reductions were impeded by Treasury concerns about administrative viability. Advised that
expenditure cuts were impractical, Howe relied on tax increases more than he would have
otherwise wished. Institutional factors shaped fiscal policy decisions. The Treasury’s
experience of departmental negotiations made it keen on spending less on specific
programmes by default, but less assured about the possibility of achieving cuts. Prior to the
March 1981 Budget, the Conservatives were informed that the cuts that they wanted, to
compensate for a looser monetary stance, could not be implemented simultaneously with

rate cuts. At a January 1981 meeting (at 11 Downing Street) to discuss the budget, it was
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minuted that ‘Mr Ridley and Mr Cropper [special advisers to Howe and Chief Secretary

Leon Brittan respectively] made clear their preference for a [public borrowing] figure well
below £10 billion; the difficulties encountered as a result of the present excessively high
level of interest rates were themselves a signal of the need to reduce the PSBR.” (Wiggins,
1981). When discussion moved to how a reduction in borrowing could be attained,
Anthony Rawlinson, Second Permanent Secretary (in charge of public expenditure),
‘doubted whether further public expenditure reductions would be possible in advance of
the Budget.” (Wiggins, 1981). When Howe requested further reductions again in late
February 1981, Rawlinson responded with a submission stating, ‘Il regret to have to say that
there is virtually nothing to offer now by way of fresh cuts in 1981-82 which could be
announced in the Budget.” (Rawlinson, 1981). The desire for greater cuts was not absent,
but Treasury officials raised concerns about the viability of achieving reductions. Howe was
constrained when choosing between options for reducing borrowing. Writing
retrospectively, Ridley (2014, p. 71) notes that the additional reduction in public borrowing
announced in the 1981 Budget was achieved principally through real-terms cuts in personal
allowances, higher rates of indirect taxation and special tax measures targeting the energy
and financial sectors. To enable lower interest rates, fiscal policy was tightened chiefly
through tax rises, including a fuel duty increase which angered both members and
backbenchers (Smith, 1981; Lawson, 1992, p. 97). Institutional considerations limited the
extent to which public expenditure was cut as part of the 1981 Budget.

Whereas civil servants exerted significant influence on expenditure decisions from
May 1979, Treasury concerns about the appreciation in sterling went unheeded in the first
year of the Thatcher governments. Ministers were initially disinterested in the Treasury’s
past experience and adopted preconceived views. Levels of economic awareness among
ministers varied, but their shared determination to their party’s counter-inflationary
strategy was an obstacle to accepting incompatible advice. Strong ministerial performance
(construed as commitment to delivering to their party’s priorities) limited the significance
of institutional constraints. In Lawson’s memoirs, he recalls that ‘One problem [as Financial
Secretary from 1979 to 1981] | had not fully expected, and which was not easy to deal with,
was the devaluationist tendency of some senior Treasury officials’, which he credited to
their service under Harold Wilson’s governments in the 1960s; Lawson noted that ‘they
thought | was mad to welcome the high exchange rate, even to the extent it had reached in
the summer of 1979." (Lawson, 1992, pp. 60-61). Indeed, in August 1979, Lawson sent a

minute to Howe urging that nothing should be done to arrest sterling’s appreciation,
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arguing that ‘the strong £ is the biggest thing we have going for us’ due its counter-
inflationary effects, as well as because it potentially allowed lower interest rates for ‘a
given rate of monetary growth’ (Lawson, 1979). In his interview, Lankester confirms that
Thatcher felt differently to Lawson about the appreciation in sterling, commenting that,
‘She may have thought a high exchange rate was good in terms of national pride, but |
don’t think she particularly supported it from an economic point of view. She was aware
that a high exchange rate was causing major problems for parts of manufacturing industry.’
(Lankester, 2018). However, the differences that existed between Thatcher and Lawson
were less pivotal than they would prove in the later 1980s. In 1979, the value of sterling
was treated by Thatcher and Howe as a side effect, not a target, as they aimed to use
interest rates to curb monetary growth. Lawson (as a junior minister) felt it necessary to
write to Howe in August 1979, explaining the benefits of a high exchange rate, but Howe
was already embarked on a strategy increasing the exchange rate. Tomlinson (2007) argues
that the most significant feature of macroeconomic policy from 1979 to 1981 was a sharp
appreciation in sterling and that Conservative ministers at the time failed to recognise this.
A range of views and economic knowledge existed among policy-makers, with Thatcher
especially worrying about a high exchange rate, but the exchange rate was not prioritised
before late 1980 due to the emphasis on monetary control.

The major shift in macroeconomic policy during Thatcher’s first term was
increasing focus on the relationship of the exchange rate to inflation and monetary policy.
This recognition lasted for the remainder of the Thatcher governments and was
attributable in part to institutional factors, including advice from Treasury officials and the
perceived need to satisfy financial markets. The significance of institutional constraints
increased due to the recession of 1980-81 (in turn induced by the appreciation in sterling).
Rather than disrupting established institutional norms, the economic crisis presented an
opportunity for the Treasury’s pre-1979 views on exchange rate policy to be reasserted.
The contrast between August 1979 and November 1980, separated by the depths of
recession, was striking. In August 1979, Lawson was disregarding officials’ advice and
advising Howe that appreciation in sterling was desirable as an incidental point (Lawson,
1979; Lawson 1992, pp. 60-61). By the November 1980 meeting between Thatcher, Howe
and Wass, to discuss the proposals contained within Wass’s paper, Thatcher was pressing
Howe for measures to reduce the exchange rate and Howe’s main concern was concealing
the change (Lankester, 1980). While this shift occurred due to a short-term crisis, its effects

persisted as policy-making subsequently turned to targeting the exchange rate according to

88



economic conditions. In a memorandum for the Cabinet in February 1983, Howe advised
that ‘we need to avoid encouraging further sterling depreciation, given its impact on
inflation. Sterling’s recent fall makes relaxation of fiscal and monetary conditions less
justifiable to the markets’ (Howe, 1983a). In the economic environment of early 1983,
following a depreciation in sterling, Howe now feared the reverse of Thatcher’s concern in
late 1980, but the exchange rate remained the implicit target. Furthermore, Howe
advocated discouraging additional reduction in the exchange rate specifically because its
fall risked compromising market confidence in ‘relaxation of fiscal and monetary
conditions’ during what was the pre-election period (Howe, 1983a). Owing to institutional
and electoral considerations, the Conservatives felt compelled to influence the exchange
rate in order to maintain the easing of monetary and fiscal policy. This posture was the
precise opposite of their monetarist and small-state ideological inclinations. The Treasury’s
success in shaping the response to the early 1980s recession, and greater ministerial
attention to financial markets from that point, led to a focus on the exchange rate as the
objective of macroeconomic policy, as opposed to Conservatives’ ideological priorities.
Institutional priorities in determining the policy response to a crisis subsequently outlasted

the life of the crisis.

3.5. Second Term

3.5.1. Ideology

Relative to the first Thatcher administration, monetary policy was less ideologically charged
in the second term. This supports the proposition that ideological considerations decrease
in significance with longevity in office. Interventions in foreign exchange markets and
interest rate changes were contentious within the government more widely, but not for
reasons primarily grounded in ideological debates. Rather than adhering to monetary
targets, Lawson (who in June 1983 succeeded Howe as Chancellor of the Exchequer) was
interested in exploring other approaches to counter-inflationary constraint, in particular by
assigning monetary policy to the exchange rate. By December 1986, the money supply was
so inconsequential to policy that a Treasury submission to Lawson noted that ‘We could
abandon formal monetary targets altogether’ as an option for the 1987 MTFS, with ‘severe

presentational disadvantages’ being cited as the principal reason against doing so (Peretz,
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1986). This suggests concern that monetary and fiscal stances should not be seen as
loosening, but also shows a rejection of dogmatic monetarism as the basis of policy.
Lawson’s mix of policy choices provoked criticism from Alan Walters, who served as
an economic adviser to Thatcher from 1981 to 1983 and continued to offer his opinions
informally. However, reflecting a lack of consistency in ideological influences, Walters’s
criticisms implied the opposite of a stricter monetary policy. Writing to Thatcher in

December 1985, Walters noted that ‘Fiscal conditions are still perceived by the market to

be still suspiciously loose’ and that ‘Monetary conditions are clearly rather tight relative to

the experience of the past four years or so’ (Walters, 1985). In the previous month,
Thatcher had resisted rises in interest rates as a prelude to joining the ERM, leading Lawson
to question her commitment to ‘sound money’ in his memoirs (Lawson, 1992, pp. 494-496).
These disputes must be seen in the context of both Lawson’s commitment to targeting the
exchange rate (including his aspiration to join the ERM) and Thatcher’s general reluctance
to raise rates. In his interview, Butler (Thatcher’s Principal Private Secretary from 1982 to
1985 and Cabinet Secretary from 1988) recalls, ‘I think she very much disliked higher
interest rates on political grounds, because the sort of Conservative element of the
electorate, that she was particularly concerned with, were those who had large mortgages.’
(Butler, 2019). By the second term, neither Thatcher nor Lawson was highly influenced by
ideology in their preferred monetary policy stance.

While the radicalism of Conservative taxation policy increased over 1983 to 1987
(peaking in the final year) if judged by policy content, the core motivations behind policy
decisions were primarily unideological throughout the period. Instead of a crusade to
reduce taxation, Lawson was content to manage fiscal policy according to economic
conditions for most of the term. When Lawson began to make changes in personal taxation
as the next election neared, he considered multiple options which fulfilled Conservative
ideological goals, but from these selected cutting the basic rate mainly due to its political
rather than ideological merits. In a February 1984 memorandum for the Cabinet on
economic strategy, Lawson emphasised that ‘The risk of my having to put taxes up in
March now seems slight, and unless circumstances change significantly in the next five
weeks, my intention will be to keep taxes overall broadly unchanged in real terms next
year’ (Lawson, 1984a). This was as a pragmatic approach which prioritised stability over
radical change, with tax rises only ruled out once Lawson was satisfied that the fiscal
arithmetic permitted this. When Lawson judged by the 1986 and 1987 budgets that he had

the fiscal space to either reduce the basic rate of income tax or further increase personal
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allowances, however, the government faced a choice between lower tax rates or reducing
the number of taxpayers. In resolving this, Lawson (1992, p. 377) records that ‘the most
important consideration, however, was that, if | wished to create a large constituency in
favour of income tax reductions, as a counter to all the many vocal constituencies and
pressure groups there always are for higher government spending on everything under the
sun, the last thing | wanted to do was to reduce the size of that constituency by taking
people out of income tax altogether’. In choosing between two options which both reduced
the state’s share of national income and liberalised the economy, Lawson favoured cutting
tax rates because he believed this expanded public support for future tax cuts. One radical
policy was preferred over another based on a strategic calculation about which option was
most politically advantageous. Ironically, given his private opposition to the Poll Tax,
Lawson’s aversion to raising thresholds is comparable to Nicholas Ridley’s belief that the
Poll Tax ensured that ‘everyone would have a financial interest’ in public expenditure
(Ridley, 1992). Yet Lawson’s memoirs (and the timing of the decision) do not evidence an
abstract interest in creating citizen-consumers so much as a specific desire to mobilise
public opinion in a way that increased support for the Conservatives and allowed him to
resist demands for higher public expenditure from sectional interests. Even with the
eventual shift to pursuing tax cuts which reflected economic liberal aspirations, the
influence of ideology on Conservative taxation policy during 1983 to 1987 was consistently
limited.

In the absence of serious political discontent, Lawson’s style of decision-making in
this period left little scope for parliamentarians or members to influence policy. In her
memoirs, Thatcher (1995a, p. 672) recalls that ‘Nigel did not generally like to seek or take
advice’, standing in contrast to Howe in this respect, and that she herself was usually asked
to approve pre-prepared proposals which Lawson had devised for his own reasons. When
policy is managed in this way, it is more difficult for wider party views and sectional
interests to affect policy outcomes. On occasion, opinion within the parliamentary
Conservative Party forced Lawson to back down on a specific point. For example,
opposition from Conservative backbenchers led Lawson to modify his plans for taxation of
occupational pensions in 1985 (Lawson, 1992, pp. 367-369). Yet this must be distinguished
from a major change to the direction of macroeconomic policy. The thrust of the
Conservative Party’s approach came from Lawson himself and, to the extent she

intervened, Thatcher and her advisers. The generally benign macroeconomic conditions

91



meant that Lawson did not face the level of internal party pressure experienced by Howe in

late 1980 and early 1981 over tight monetary policy.

3.5.2. Electoral Politics

Discussions among Conservative politicians before the March 1987 Budget provide strong
evidence that the proximity of the next election increased the salience of electoral
considerations. This affirms the expectation that electoral politics increases in significance
as a factor towards the end of a government’s mandate. The December 1986 report of the
Conservative Party’s policy group on ‘Managing the Economy’, chaired by Lawson, begins
by noting that it was ‘primarily concerned with policy options rather than their
presentation’, but proceeds to note that ‘the Group was convinced that success in securing
both re-election and effective implementation of these policies would depend crucially on
proper presentation.” (Conservative Party, 1986b, p. 2). The next election was at the
forefront of Conservative Treasury ministers’ minds by late 1986. In its justification for
lower taxes, the policy group’s report identified ‘three categories of reason: the
moral/political, the economic and the electoral’, with the ‘moral/political’ reasons being
ideological (Conservative Party, 1986b, p. 8). In relation to electoral issues, the report
argued that it was more credible for the Conservatives to offer lower taxes than higher
spending and that ‘there is considerable pressure further down the scale from lower
income groups who find tax deductions at the current rates leave them with barely enough
to meet their needs.” (Conservative Party, 1986b, pp. 9-10). This group is identified as
containing ‘swing voters’. On the same page, the report proposed that ‘The manifesto
should commit the Government to the target of reducing the basic rate of income tax to
25p’ on the grounds that ‘cutting the basic rate makes it clear that everyone will benefit,
not just the rich.” In the subsequent March 1987 Budget, Lawson announced a cut in the
basic rate of income tax from 29p to 27p (House of Commons, 1987). This decision
reflected the direction of travel discussed in the policy group report and Lawson’s desire to
foreshadow a further reduction if the Conservatives retained office, thereby offering a
financial incentive to perceived swing voters. The electorate was granted lower taxes with
the promise of more to come if the Conservatives won. The 2p reduction in the basic rate in
the March 1987 Budget was therefore closely related to the electoral cycle.

A key reason why electoral considerations did not, prior to the pre-election years of

1986 and 1987, produce major policy changes was an assumption that the government’s
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political problems related more to policy presentation than content. Thatcher’s advisers
worried that the government was perceived as lacking purpose and uncaring. In neither
case was policy change advocated. On public expenditure policy, Ferdinand Mount (head of
the Downing Street Policy Unit) wrote to Thatcher in October 1983 arguing that, ‘The more
we make it publicly clear that we shall stick absolutely to our targets, the greater the
pressure on spending Ministers to concede what most of them ought already to have
conceded. This is a vital first step in countering the myths that the Government is losing its
sense of direction.” (Mount, 1983c). Rather than worrying that cuts would be unpopular,
Mount regarded publicly reinforcing the existing policy as essential to perceptions of
government strength and coherence. Mount’s conception of electoral politics suggests that
Bulpitt (1986) is right to emphasise the role of cultivating governing competence in
Conservative statecraft under Thatcher. In August 1985, Bernard Ingham (Thatcher’s Press
Secretary) noted that they were ‘at the end of a rather difficult political year’, but advised
that ‘Although the claim is regularly made that you are not doing enough to combat
unemployment, there seems to be less criticism of policy and more of presentation. My 18
years in the Government service have taught me not to take criticism of presentation too
seriously, but | think we must now do so.” (Ingham, 1985). While conscious that Thatcher
was politically vulnerable in a context of high unemployment, Ingham (a civil servant, not
an ideological figure like Mount) expressly attributed this to presentation rather than
policy. When Ingham’s assessment was that government weaknesses lay in presentation
and not policy, there was no incentive to undertake an overhaul of economic policy in
order to counteract high unemployment. The relationship between electoral
considerations and policy depends on whether political problems are conceived as rooted
in policy rather than communications failures.

Moments of political danger during Thatcher’s second term did not lead to a
rethink of macroeconomic policy of the kind associated with the March 1981 Budget. This
runs counter to the proposition that parties change policy in response to declining
popularity. In part, policy stability prevailed because Lawson was convinced of the political
advantages of his underlying economic strategy and that such political problems as did
exist were not attributable to it. This can be seen in how Lawson decided to utilise fiscal
headspace in the 1986 Budget in a period of political difficulty, namely the Westland affair,
which caused Heseltine and Leon Brittan’s resignations in January 1986 and led to
backbench discontent. (Lawson, 1992, pp. 675-679). Against this background, the

Confederation of British Industry (CBI) circulated a press release on 14 January calling for a
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“’growth and jobs” Budget’ with extra expenditure on employment programmes and the
use of any remaining surplus to increase personal allowances instead of cutting tax rates
(CBI, 1986). Lawson met with the CBIl on 17 January and noted that ‘the CBI’s presentation
had put public expenditure measures way ahead of tax cuts’, even though ‘The
Government’s own preference for reducing income tax had been made very clear ever
since 1979’, a divide which ‘was bound to be exploited by the Labour party’ (Lomax, 1986).
Lawson pressured the CBI to align with Conservative rhetoric, rather than considering the
CBl’s proposals. Middlemas (1994, p. 439) has noted the CBI’s lack of influence on
macroeconomic policy in the 1980s, despite the traditional principal-agent association
between the CBI and the Conservatives. Reflecting this, Lawson ‘contrasted the views of
CBI members with those of Conservative backbenchers’, who he said to be ‘divided
between the merits of raising allowances and cutting tax rates’, while ‘only a tiny minority
saw great political attraction in higher public expenditure’, but his fundamental argument
was that increasing spending ‘was an own goal; this was an issue on which other parties
could clearly out bid the Government’ (Lomax, 1986). Lawson’s political arguments for
reducing taxation fit neatly into the statecraft framework proposed by Bulpitt (1986), which
highlights the demands of party management and maintaining political argument
hegemony as core elements of Thatcher’s political project. Electoral considerations formed
an integral part of Lawson’s fiscal policy agenda, but he did not wish to allow his strategic

approach to be undermined by making specific concessions to win short-term popularity.

3.5.3. Institutions

International financial conditions represented a constraint on monetary policy throughout
the period from 1983 to 1987. Due to their commitment to following movements in
international currency markets, ministers were unable to satisfy domestic economic
concerns. When meeting with Thatcher, Lawson and Cecil Parkinson (Trade and Industry
Secretary) after the 1983 General Election victory, the CBI complained that ‘real interest
rates were still much higher than the real rate of return in British industry.” (Butler, 1983).
In response, ‘Ministers commented that they shared the desire of the CBI for lower interest
rates but, since these depended on market and international conditions, they were not
solely within the Government’s gift.” (Butler, 1983). Domestic industrial needs were
subordinated to ‘market and international conditions’ when setting monetary policy. In a

minute to Thatcher in February 1985, Lawson argued that ‘the sustainability of the world
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recovery and our own freedom of manoeuvre on domestic policy is threatened by
historically high US interest rates and the strong dollar.” (Lawson, 1985). This reveals
Lawson’s concern that his own economic policy should not be disrupted by international
financial developments. Asked in his interview about Thatcher’s attitude to the dollar’s
appreciation, and the Plaza Accord agreed in September 1985 to address this, Turnbull
(Thatcher’s Economic Affairs Private Secretary until summer 1985) answered that, ‘She
expressed concerns about it, but that wasn’t what she was really interested in. So all that
stuff about the Plaza agreement, that was from Howe and Lawson.’ (Turnbull, 2019).
Earlier, in December 1983, Conservative backbencher Peter Tapsell cited the Reagan
administration’s policies to argue that ‘there is no direct causal link between deficits and
interest rates’ (Tapsell, 1983). Responding to a parliamentary question from Tapsell that
month, Thatcher argued that the American ‘budget deficit [...] is causing high interest rates,
which are extremely damaging to this and other European countries. Further it is
preventing us from getting the amount of investment that we should have in this country
because much capital is withdrawing to the United States’ (House of Commons, 1983b).
The government’s stance reflected Lawson’s fears about external developments.

This episode reveals discord between British and American neo-liberal economic
agendas stretching into the mid-1980s. In his June 1984 Mais Lecture, Lawson observed
that ‘Unlike us, she [the United States] has pursued a lax fiscal policy leading to a greatly
increased budget deficit. [...] This has led a number of observers to conclude that it is the
American budget deficit that is the cause of her markedly better employment performance.
Not so.” (Lawson, 1984b). The next month, Lawson raised interest rates on the Bank of
England’s advice following appreciation in the dollar (Lawson, 1992, pp. 461-463). In the
House of Commons, Thatcher attributed this solely to ‘the industrial strikes that we are
now experiencing. For the 17 weeks of the coal strike we managed to withstand increases
interest rates and hold them well below those of the United States, but, because of the
industrial strikes, they have now had to go up’ (House of Commons, 1984b). Thatcher
presenting this decision as primarily related to strikes, as opposed to the appreciation of
the dollar and the Reagan administration’s policy, was misleading. By linking the exchange
rate and control of inflation, the Conservatives consciously limited their own freedom on
monetary policy. The international economy grew in importance as an external institutional
constraint.

The desire to join the ERM altered the lens through which interest rates were

viewed within government in 1986 and 1987. To join or not to join the ERM became central
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to the relationship between the exchange rate and domestic monetary policy. The agenda
(favoured by Lawson) to create a stronger institutional constraint based on the exchange
rate clashed with not only Thatcher’s opposition to ERM membership, but also with aspects
of the prior bureaucratic culture, which considered the exchange rate alongside a wider
range of indicators, within the Treasury and especially the Bank of England. At the Bank,
there was heavy institutional scepticism of targeting the exchange rate informally. By
comparison, in the Treasury, there was an emerging institutional norm whereby the
exchange rate was viewed as a strict counter-inflationary target, representing an evolution
from the view merely that trends in sterling mattered to economic performance. Due to
the centrality of the ERM issue, Treasury and Downing Street officials modified their advice
over interest rates to reflect Lawson and Thatcher’s objectives to encourage or forestall
ERM membership respectively. In his memoirs, Lawson notes that he personally became
convinced of the need for currency intervention to establish a floor of DM3 for sterling in
September 1986 and that he was ‘rather more concerned than my advisers by sterling’s
depreciation.” (Lawson, 1992, pp. 653-654). He further records that Peter Middleton (the
Treasury’s Permanent Secretary) replied that ‘no-one had suggested an increase’ in interest
rates when Lawson enquired about the steps necessary for tracking the Deutschmark.
However, a couple of months later, in the face of further depreciation, some Treasury
officials advocated increasing interest rates to prevent depreciation. In a November 1986
minute to Thatcher, ahead of a bilateral meeting with Lawson, Thatcher was warned by
David Norgrove, her Private Secretary for Economic Affairs, that ‘The Chancellor will have
come straight from a meeting with the Bank and Treasury officials about the markets.
Officials are very uneasy about the way that the exchange rate is gradually drifting down’,
and that ‘There is accordingly some feeling (including from Terry Burns [Treasury Chief
Economic Adviser]) that we should raise interest rates by another 1 percent now,’” before
recommending himself that raising interest rates should ‘be treated with very great
caution.” (Norgrove, 1986). As it happens, Lawson (1992, p. 664) records that the Bank
opposed a rise in interest rates at that point (reflecting the Bank’s view of its counter-
inflationary role) and that he concealed this from Thatcher. However, Norgrove’s note to
Thatcher suggests that parts of the Treasury (and specifically Burns) attached greater
importance to defending sterling for the purposes of controlling inflation. Lawson’s support
for ERM membership reflected this objective. Both Lawson and Thatcher’s perspectives on
interest rates were shaped by their stances on ERM membership rather than the short-

term domestic consequences. Treasury and Downing Street officials adapted their advice
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on monetary policy to support the Chancellor and Prime Minister in their respective
positions in the debate over the institutional framework.

Lawson’s autonomous approach reduced his utility as an agent for imposing
Thatcher and the Conservative Party’s aims against the Treasury’s position. This extended
beyond exchange rate policy and ERM membership to issues where Treasury officials had
entrenched positions that Thatcher opposed for electoral and ideological reasons. The
most notable example was mortgage interest relief. Previously, towards the end of Howe’s
tenure as Chancellor in February 1983, Howe wrote to Thatcher that ‘I find the case against
an increase in the ceiling on mortgage interest relief pretty convincing’ and attaching a
paper by his officials; Howe argued that an increase would prevent other tax cuts and that
‘Gains would go mainly to existing owners’ (Howe, 1983b). Thatcher retorted that ‘I
couldn’t disagree more with your paper on this subject’, asserting an increase ‘is
fundamental to our policies for home-ownership, the property-owning democracy and the
family’, and argued they should assist ‘those already with large mortgages who are our
natural supporters’ (Thatcher, 1983). Howe relented and increased the limit in the March
1983 Budget (Howe, 1995, p. 281). The dispute over mortgage interest relief continued into
Lawson’s chancellorship. Fully aware of Thatcher’s position, Treasury officials persisted in
efforts to convince ministers to abolish or at least reduce mortgage interest relief because
‘it has a powerful effect on the demand for mortgage credit’ (Pirie, 1984). This was an issue
where institutional and electoral considerations conflicted.

The role of an individual minister in taming or intensifying institutional constraints
on policy is illustrated by Lawson’s handling of mortgage interest relief. In March 1984, a
Treasury official covering housing policy observed in an internal memorandum that ‘Given
we have lingering hopes of attempting to reduce the [mortgage interest] relief, it might be
better if there were as few Ministerial statements about its future as possible.” (Martin,
1984). A more senior official backed this recommendation in another memorandum, noting
‘there is unanimous official belief in the Treasury that it [mortgage interest relief] should
go.” (Hopkinson, 1984). Despite the institutional desire to avoid future commitments,
political pressure to make a statement reaffirming the policy’s retention soon arose. With a
parliamentary by-election forthcoming, Ridley (now Lawson’s special adviser) wrote to
Lawson in May 1984 relaying concerns from Conservative Central Office over ‘the rumours
which have emerged recently over the future of mortgage interest relief. The possibility
that the Government will abolish it is being used actively in the campaign’ (Ridley, 1984a).

In order to mollify Central Office, Ridley proposed that Peter Rees as Chief Secretary to the
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Treasury should confirm the government’s commitment to mortgage interest relief in a
campaign visit to Portsmouth. After speaking with Lawson, Ridley wrote to Rees providing a
line to take affirming support for retaining mortgage interest relief for use if necessary, but
also indicating Lawson’s strong preference that Rees avoid using the approved line unless a
journalist asked a question (Ridley, 1984b). Later in 1984, Lawson agreed in a meeting with
officials that Thatcher should make ‘no further pledges on mortgage interest relief’,
prompting Treasury civil servants to discuss ways of achieving Thatcher’s adherence to this
request (Allen, 1984). The Treasury was seeking to manage Downing Street and
Conservative strategy rather than the other way round. Lawson would limit the availability
of mortgage interest relief in the 1988 Budget, after Thatcher blocked changes in 1986 and
1987 (Lawson, 1992, pp. 819-821). Instead of siding with Thatcher to impose political
objectives on the Treasury, Lawson aided the Treasury in their efforts to thwart Thatcher’s
intentions. This confirms the role of individual ministerial will in strengthening or

weakening institutional constraints.

3.6. Third Term

3.6.1. Ideology

Even though the taxation policy decisions made early in Thatcher’s third term were
arguably the most radical (in content) of her entire premiership, this was attributable to
Lawson’s search for a personal legacy rather than any coherent ideological programme of
the government as a whole. It was a rushed attempt by Lawson to secure major reform
during his tenure, not the culmination of an ideological blueprint or the result of increased
coherence. While Lawson was individually more concerned with attaining radical change
later in office, this does not support the proposition that ideology becomes more important
with time as a general rule outside the context of politicians aiming to embellish their
legacy. Lawson’s decision depended on acceptance of the idea that lower marginal tax
rates for high earners were desirable, but the timing of the decision also represented a
departure from the counter-inflationary objectives which government professed. Neo-
liberal principles conflicted. Prior to the budget, the Bank of England was worried about the
implications of monetary expansion. Eddie George, the Bank’s chief economist, warned in a
15 January 1988 note for Robin Leigh-Pemberton, Governor of the Bank, that ‘We continue

to think that money and credit, domestic demand and underlying domestic costs are all
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rising uncomfortably fast, and that this points to the need for a tightening of policy’
(George, 1988a). This warning was repeated in the meeting between Lawson and Leigh-
Pemberton on the same day, at which George was also present (HM Treasury, 1988a). The
Bank counselled for tightening policy in response to inflationary pressures. Instead, the
March 1988 Budget entailed significant fiscal expansion. In discussing his decision to reduce
the top rate of income tax from 60p to 40p in his memoirs, Lawson (1992, p. 816) notes
that ‘l was keenly conscious of the fact that the tax burden even by the middle of a third
Conservative term was still virtually unchanged from when | first became Chancellor’.
Having been in office for so long, Lawson felt urgency to associate himself with cuts in
taxation. He was concerned about his personal legacy and saw the March 1988 Budget as a
key part of that. Lawson (1992, p. 823) records that ‘The 1988 Budget completed what |
then thought was more or less the maximum politically feasible transformation of the
British tax system, certainly so long as Margaret was Prime Minister.” This points to
Thatcher’s lack of enthusiasm. On this point, Lawson’s memoirs agree with Thatcher’s
memoirs, where she claims that she raised concerns about the budget’s implications for
inflation and public borrowing (Thatcher, 1995a, pp. 673-674). Despite rising inflationary
pressure, Lawson prioritised a legacy-driven transformation of personal taxation. In
resolving the tension between controlling inflation and cutting tax rates in favour of the
latter, Lawson followed his desire to achieve a major reform rather than fulfilling any
overarching ideological framework.

Ideological incoherence contributed to the significant delay before Britain privately
decided to join the ERM in June 1990 and its eventual entry in October 1990. Conservative
policy-makers were not guided by a common framework. Thatcher’s personal economic
beliefs, influenced by Walters, differed fundamentally from Lawson’s counter-inflationary
vision. To the extent that Thatcher’s views can be classed as ideological objections to
Lawson’s policy, ideological considerations delayed adoption of ERM membership, but this
was not sustained. Thatcher’s eventual acquiescence to ERM membership reflected the
triumph of institutional and electoral (party management) considerations over Thatcher’s
objections. On the day before the 1987 General Election, David Norgrove, Thatcher’s
Economic Affairs Private Secretary, warned her ‘There is a widespread expectation that we
shall become full members of the EMS after the election. It will become a priority for the
Chancellor’, proceeding to warn her in the language of the Civil Service that ‘a meeting of
colleagues could well prove exceptionally difficult’ if she remained opposed (Norgrove,

1987b). Thatcher was aware of the intense political and institutional pressures in favour of
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seeking ERM membership. Yet the policy clashed with Thatcher’s instincts. In forming her
economic views, she was advised by Walters, who had a different ideational perspective to
Lawson (Walters, 1990). Less than a month after Norgrove’s note, Thatcher met with
Walters and her policy unit chief Brian Griffiths, who had both been advising the
Conservatives since 1975. At this meeting, ‘Sir Alan said that he was even more strongly
opposed to full membership than before,” arguing that it would increase uncertainty,
require higher interest rates and reduce economic growth (Norgrove, 1987c). These were
substantive objections to constrained ministerial discretion when controlling inflation, on
the grounds that it would create policy instability and damage output. Thatcher and
Walters did not believe that this was a price worth paying for the credibility benefits of an
exchange rate target. In resisting Lawson, Thatcher prioritised personal ideological beliefs,
influenced by Walters, over the demands of the wider economic policy-making community.
It is significant that Thatcher was eventually forced to accept ERM membership in 1990 in
spite of her objections and the failure to meet the ‘Madrid conditions’ intended as a
precursor to membership (Buller, 2006, p. 205). It reveals the limits of a leader’s ideological
beliefs when set against institutional pressures.

While the December 1989 and November 1990 Conservative leadership elections
can be related to economic management, there is little evidence to suggest that pressure
from the Conservative membership on economic policy drove discontent. The elite-centred
nature of Conservative national politics did not necessarily represent the membership. In
August 1989, the Beer Branch of Honiton Conservative Association wrote to their
Conservative MP raising concerns about high interest rates adopted following economic
overheating (Beer Branch, 1989). As noted above, in general terms, Thatcher was
instinctively hostile to high interest rates due to ‘the sort of Conservative element of the
electorate’ with ‘large mortgages’ (Butler, 2019). While it may be unrepresentative, Beer
Branch’s view does not suggest ideological distance between Thatcher and members on
economics relative to other senior Conservative politicians. From Thatcher’s direct
interactions with Conservative activist gatherings, she appears to have enjoyed their
support, but such gatherings may not have been representative. Following a February 1990
speech to the Young Conservatives, she received a series of supportive questions, and the
organisation’s chairman observed, ‘We have here today expressed our enormous support
for you on your marvellous record as Prime Minister’, adding that ‘we hope that you will go
on to win a fourth, fifth and sixth term’ as Prime Minister (Thatcher, 1990a). Similarly, in a

March 1990 speech to the Conservative Central Council, Thatcher noted that ‘Madam
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Chairman, you may just possibly have noticed that | seem lately to have been subjected to
a certain amount of criticism’, followed by ‘Loud Applause’ when she stated there was ‘no
vacancy’ for Prime Minister (Thatcher, 1990b). In her memoirs, Thatcher portrays the 1990
leadership challenge as a consequence of discontent amongst backbenchers and cabinet
ministers, spearheaded by the ‘final act of bile and treachery’ arising from Howe’'s
resignation speech (Thatcher, 1995a, p. 840). Thatcher has an interest in portraying her
forced resignation as resulting from the actions of party insiders, but there is no evidence
to suggest that opposition to Thatcher’s macroeconomic approach was driven by feeling
within the Conservative grassroots. The views of Conservative parliamentarians were more

significant to decision-making.

3.6.2. Electoral Politics

The Conservatives’ framing of the March 1988 Budget, and the decision to introduce a
further cut in the basic rate of income tax, establishes that electoral strategy can exert a
(limited) degree of influence on policy at the earlier stages of a government’s mandate. The
Conservatives perceived a party-political advantage in fulfilling their election pledge (to
adopt a 25p basic rate of income tax) at the earliest possible stage, thereby refuting a line
of attack that Labour advanced in 1987. However, while electoral considerations mattered,
they were not the only factor, as the 1988 Budget also included the politically riskier and
larger cut in the higher rate. At the beginning of the new term, Lawson combined popular
and potentially hazardous policies together, rather than only selecting the most politically
beneficial policies. In the 1988 Budget speech, Lawson noted the scepticism of Roy
Hattersley (Labour’s Deputy Leader) that Lawson would continue his plans to cut income
tax after the 1987 General Election, before announcing, ‘The time has come to put the right
hon. Gentleman out of his misery. So far from reversing the 1987 Budget tax reductions, |
propose to take this, the first opportunity since the general election, to fulfil our manifesto
pledge.” (House of Commons, 1988a). Lawson expressly frames the reduction in the basic
rate of income tax to 25p as a fulfilment of the Conservatives’ election pledge. Visibly
fulfilling a manifesto pledge is an electoral incentive present at the start of a term. Lawson
made a similar boast in a private July 1988 letter to Conservative Members of Parliament:
‘We have now fulfilled our Election pledge of a basic rate of 25 pence in the pound at the
first opportunity, and have the lowest top rate of income tax in Europe.” (Lawson, 1988b).

Yet the latter policy (the higher rate cut) did not feature specifically in the 1987 General
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Election manifesto, which promised that “We aim to reduce the burden of taxation’, but
only committed specifically to a 25p basic rate of income tax (Conservative Party, 1987).
The fulfilment of the election pledge (on the basic rate) served in part as political cover for
a separate cut in the top rate. The Conservatives still aimed to achieve an overall package
which was politically advantageous, but the inclusion of the higher rate tax cut (absent
from the 1987 Election Manifesto) illustrates that securing political advantage was not the
sole concern. In the opening year of the new Parliament, while the Conservatives remained
highly conscious of electoral concerns, they were more open to political risks than they
were before the election. This is consistent with the proposition that electoral
considerations matter less at the start of the electoral cycle. Electoral considerations were
consequential throughout, but less so after the election than before.

The influence of electoral considerations on monetary policy underpinned
Thatcher’s decision to approve Lawson’s approval for a cut in interest rates to 7.5% in May
1988. This shows how, in difficult political circumstances, politicians become more
attentive to electoral factors even when the next general election is a distant prospect. In
this case, the political problems had their root in a perception of disagreement between
Thatcher and Lawson. The logic of Thatcher’s own long-standing opposition to shadowing
the Deutschmark should have led her to oppose an interest rate cut. For example, in a
November 1986 interview for the Financial Times, Thatcher expressed scepticism about
adjusting interest rates to secure a specific rate for the pound against the Deutschmark
(Rutherford, 1986). In a briefing by her Private Secretary Paul Gray for Thatcher on the day
of a meeting with Lawson to approve the May 1988 interest rate cut, she was informed
that the Treasury and Bank of England ‘agreed that domestic considerations did not point
to the desirability of a [sic] interest rate cut. But it was felt to be defensible on the grounds
that the exchange rate was DM 3.14 when rates were last reduced and the strengthening
to over DM 3.18 has further tightened monetary conditions.” (Downing Street, 1988).
Thatcher’s opposition to Lawson’s exchange rate policy would have dictated opposition to
a change in monetary policy which had no basis in domestic economic developments.
Indeed, a few days prior, Thatcher had been advised by Gray that ‘l understand that the
Chancellor is resolutely opposed letting the exchange rate go significantly higher. He may
be becoming a prisoner of his own words’ (Gray, 1988). Gray went on to warn that ‘My
view — and that of Brian Griffiths — is that it would not be right to make a further cut in
interest rates.’ (Gray, 1988). Yet Thatcher relented. On the day she met Lawson, Gray’s

briefing for Thatcher said ‘l remain uneasy about an interest rate cut’, but then dismissed
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the alternative of intervention given ‘weekend comment and state of market expectations’,
before discussing how to justify the cut at parliamentary questions (Downing Street, 1988).
Beyond traditional desire for lower interest rates on vote-seeking grounds, political
tensions surrounding Thatcher and Lawson’s disagreements had created pressure for
consensus. Indeed, in February 1988, Ingham had warned Thatcher before an interview
with the Wall Street Journal ‘that the questioner may try to drive a wedge between your
views and those of the Chancellor.” (Ingham, 1988). Politically, there was a short-term need
for party unity. If Thatcher’s approach was determined by ideological opposition to an
exchange-rate policy, this would have dictated objecting to changes driven by the level of
the Deutschmark. Thatcher’s actual decision, to approve the May 1988 cut in interest rates,
reflects how electoral considerations drew the Conservative leadership even further away
from an intellectually consistent position.

Under Major’s chancellorship after October 1989, a deterioration in the
government’s popularity increased the influence of vote-seeking considerations. The need
for party unity and to appease the concerns of voters led Major into fiscal decisions which
he would not otherwise have made. This illustrates that the significance of electoral factors
is heightened at times of falling government popularity. Against a background of hostility, it
was becoming politically difficult for Thatcher and Major to risk upsetting a large segment
of the electorate or to resist ministerial demands backed up by threat of resignation. In his
memoirs, Major (1999, pp. 147-148) recalls that not only was it necessary to include a
rebate for the Poll Tax as part of the March 1990 Budget (intended to assuage concerns
among voters in general), but that ‘the perennially hostile Scottish media’ pressed Malcolm
Rifkind as Scottish Secretary into threatening resignation, forcing Major to extend the
rebate retrospectively to those in Scotland. As in Thatcher’s first term (when her
administration was also overcome by political and economic pressures), electoral
considerations forced ministers to take economic policy decisions which they otherwise

might not have taken.

3.6.3. Institutions

Britain’s eventual entry into the ERM in October 1990 was the result of an official and
political perception that it was the only policy choice consistent with the national interest.

This illustrates the importance of institutional constraints in altering the path of monetary

policy-making in Thatcher’s third term. In his memoirs, Major observes that ‘June was a

103



crucial month. Treasury opinion was hardening in favour of early entry. The markets were
restless and difficult, and good government required a decision.” (Major, 1999, p. 158).
Treasury officials moved towards an embrace of ERM membership as the responsible
course of action. Similarly, discussing a satirical image in a newspaper portraying Major,
Leigh-Pemberton and Lawson pressuring Thatcher to accept the ERM, Major recalled that
‘Robin and | were as on one of the need to join the ERM, if not in our level of our
enthusiasm’, with Leigh-Pemberton being the more enthusiastic and committed to
membership ‘as a matter of principle’ (Major, 1999, p. 157). It was in this context, against
unanimous official opinion at the Treasury and the Bank of England, that Thatcher
conceded that sterling would join the ERM that year in a meeting with Major on 13 June.
Thatcher’s memaoirs reflect that ‘There are limits to the ability of even the most determined
democratic leader to stand out against what the Cabinet, the Parliamentary Party, the
industrial lobby and the press demand’ (Thatcher, 1995a, p. 722). If Thatcher as party
leader had retained governing autonomy over monetary policy, then Britain would not
have entered the ERM in 1990. In his seminal interpretation of the Conservatives under
Thatcher, Bulpitt (1986) theorised that the foremost concern of the party leadership was to
ensure its own autonomy in deciding policy questions of importance to the central state,
such as monetary policy. In the case of ERM membership, the gap between Thatcher on the
one hand, and the remaining members of the Cabinet (supported by civil servants and the
press) grew so large that Thatcher was required to accept a policy she did not genuinely
support. Perceptions of the national interest created institutional constraints which forced
Thatcher to accept membership of the ERM.

Furthermore, it should be emphasised that the sense of political and economic
crisis during 1990 weakened the Prime Minister’s ability and resolve to resist institutional
pressure. This provides evidence for our expectation that institutional factors are most
likely to cause policy change at a moment of crisis. Accepting new institutional constraints
in 1990 offered a way for the Conservatives to restore economic credibility. Major (1999, p.
157) recalls sending a Treasury paper supporting ERM membership to Thatcher ‘a few days
after the dreadful local election results across the country on 3 May made it evident that
our economic problems, together with disputes in the party over European policy, were
eroding our political support.” The timing of this move implies that he used the political and
economic crisis to pressure Thatcher into accepting the Treasury’s view. Archival evidence
confirms that Thatcher was told, ahead of a meeting with Major at the start of May, ‘that

the main item that he wishes to discuss is how to handle the economic and political news
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over the next couple of weeks.” (Potter, 1990a). Mid to late 1990 was a moment of political
weakness for Thatcher. Major’s memoirs note the effect of the Poll Tax on Thatcher’s
popularity and the May council election results (Major, 1999, pp. 173-174). More broadly,
Smith (1992, p. 196) highlights that the 1990 to 1991 recession undermined the claims of
economic transformation on which Thatcher and Lawson had fought the 1987 General
Election. Faced with political and economic crisis, the Conservative Party and state
institutions alike settled on ERM membership as their solution.

By the later 1980s, the Bank of England exhibited an institutional bias towards its
role as a guardian of counter-inflationary policy. This created a loose constraint on
monetary policy, even as final decisions rested with Thatcher and her Chancellors. The
Bank of England’s suspicion of Conservative ministers’ commitment to counter-inflationary
discipline was heightened by Lawson’s reluctance to heed the Bank’s advice about interest
rate changes in the first half of 1988 and subsequent rises in inflation. With Lawson and the
Treasury settled on an exchange rate target, the Bank voiced concerns when this required
lower interest rates. In a February 1988 note recommending that Leigh-Pemberton write to
Lawson objecting to the text of the draft 1988 MTFS, George objected that ‘The description
of the monetary policy framework is, as we had feared, in our own internal discussion and
from the discussion with [Peter] Middleton, unsatisfactory in that it attaches over-riding
priority to the DM3 target’ (George, 1988b). In a meeting between Lawson and Leigh-
Pemberton in May 1988, the latter expressed reticence about a proposal to cut interest
rates, with Middleton as Permanent Secretary observing that ‘he shared the Governor’s
concerns about current monetary conditions. Looked at purely from a domestic point of
view, there was a case for some tightening. However, from an exchange rate point of view
there was a need to arrest sterling’s rise’ (HM Treasury, 1988d). Middleton’s comment
highlights that, while he shared the Bank’s concerns over signs of domestic inflationary
pressure, the Treasury attached importance to deciding monetary policy ‘from an exchange
rate point of view’ (HM Treasury, 1988d). The Bank by contrast expressly opposed targeting
the exchange rate as the objective of monetary policy. Despite the Bank’s own strong
support for embracing ERM membership as means of imposing counter-inflationary
restraint, it resented Lawson’s policy of shadowing the Deutschmark informally, especially
at times when the Bank favoured higher interest rates for domestic macroeconomic
reasons. In a June 1988 letter from Leigh-Pemberton to Lawson, Leigh-Pemberton noted
that a weaker pound had ‘eased the long-standing dilemma created by conflicting

indications from the domestic economy and from the exchange rate. Even so we remain
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concerned that policy is not tight enough from a domestic viewpoint.” (Leigh-Pemberton,
1988). Lawson replied that ‘we shall need to make a less mechanistic judgement of the
right time to move interest rates up’, while agreeing to ‘the unpublished rate band’
contained in Leigh-Pemberton’s letter (Lawson, 1988a). Lawson’s agreement to ‘the
unpublished rate band’ illustrates the Bank’s significance as an institutional constraint on
monetary policy. This archival evidence confirms interview findings discussed by Thompson
(1996, pp. 89-90) showing that the Bank doubted Lawson’s exchange rate policy and
resisted implementing it. Tensions existed between Lawson and the Bank in this period,
with the latter seeking higher interest rates and to restrain Lawson. This reflected the
Bank’s assertive understanding of its role as the voice of counter-inflationary policy and
disagreements over the appropriateness of an exchange rate target outside of ERM
membership.

In Major’s chancellorship, a continuation of a pattern under Lawson was changes or
stability in interest rates serving as bargaining tools for signalling Thatcher’s control of
macroeconomic policy in spite of the policy direction being institutionally-driven. The
Chancellor’s role mattered in variously enforcing, impeding or negotiating implementation
of the leader’s priorities. Individual interest rate changes were agreed to send a political
signal that Thatcher’s position was respected, while enabling changes in the overarching
policy framework which she disagreed with. Ahead of the 1989 Autumn Statement,
Norman Lamont as Chief Secretary to the Treasury supported a rise in interest rates, which
Major recalls rejecting because it would ‘create political panic’, adding that Thatcher
concurred because ‘an increase would have been seen as the economic price to be paid for
her political dispute with Nigel’ (Major, 1999, p. 141). A key criterion in assessing interest
rate changes was the implications for speculation about Thatcher’s control. This is
especially evident in relation to the interest rate cut publicised simultaneously when it was
announced that Britain would enter the ERM on 5 October 1990. In her memoirs, Thatcher
recalls that ‘I for my part was determined to demonstrate that we would be looking more
to monetary conditions than to the exchange rate in setting interest rates’ and as such
‘insisted against the Treasury and the Bank’ that the rate cut would be announced
simultaneously (Thatcher, 1995a, p. 724). Previously in a May 1990 meeting, Thatcher and
Major discussed ‘It would be important [when the UK joined the ERM] to resist political
pressure for a reduction in interest rates immediately thereafter.” (Potter, 1990b). Instead,
they cut rates simultaneously in October. Moreover, at a subsequent October 1990

bilateral meeting between Thatcher and Major, it was minuted that ‘it was too early to say

106



when it might be appropriate to make a further reduction in interest rates. There was
however no reason to expect that the sterling exchange rate would be an obstacle to
further cuts.” (Potter, 1990e). Targeting the exchange rate prevented them from judging
when they could next cut interest rates as desired, but Thatcher maintained the conceit of
autonomy with the assertion that ‘There was however no reason to expect’ any constraint.
The October interest rate cut served as a signal that Thatcher’s policy priorities remained in
spite of ERM membership. This bears close similarity to Lawson’s proposing a 0.5% cut in
interest rates in May 1988 as the price for Thatcher publicly supporting Lawson’s exchange
rate policy after she previously refused to endorse it (Lawson, 1992, p. 837). Lawson and
Major traded changes in interest rates (or the absence of change) with Thatcher in order to
obtain agreement for their preferred framework centred on exchange-rate convergence.
The result was that politicians failed to resolve underlying conflicts over monetary policy.
The absence of consistent direction from ministers increased the long-term significance of

the wider institutional context.

3.7. Conclusion

This chapter presents evidence that Conservative politicians held and expressed economic
views consistent with both the liberal and conservative strands of New-Right ideology
outlined by Gamble (1994), particularly hostility to the perceived economic and moral
consequences of a large public sector which was regarded as extending beyond its proper
functions. However, despite the Conservatives articulating these sentiments, the chapter
contends that the connection between these opinions and economic policy was
consistently weak, excepting a brief period from 1979 to 1980. In opposition, Thatcher and
her political allies built a narrative related to aspects of New-Right ideology but, to avoid
alienating voters or other Conservative factions, declined to embrace policies significantly
more radical than those of the Callaghan government. Once in power, the Conservatives
initially sought to implement an incoherent form of monetarism (against the advice of state
institutions). Yet the archival evidence in this chapter confirms that the adverse political
and economic effects led the Conservatives to largely abandon monetary control in the
domestic economic context. This is consistent with existing work on economic policy in
Thatcher’s first term (Tomlinson, 2007; Needham, 2014b). This thesis makes a wider point
in arguing that, if the entirety of the Thatcher governments are considered, the early

reversal in monetary policy beginning in late 1980 represented the end of any systematic
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attempt to undertake economic management based on New-Right ideology. Monetary
policy was subsequently consumed by debates over ERM membership and the role of the
exchange rate with little substantive reference to ideology. On the fiscal side of economic
management, notwithstanding the fiscal contraction (predominantly tax rises) of the 1981
Budget, the radicalism of Conservative policy was usually restrained by institutional and
electoral factors. Public expenditure cuts and eventually reductions in personal taxation
were pursued, but these did not stem from a concerted effort to implement an ideological
agenda.

This chapter has found that Conservative policy-makers under Thatcher were most
responsive to the interests and culture of institutions (in particular, international financial
markets and domestic bureaucratic actors, namely the Treasury and to a lesser extent the
Bank of England). On public expenditure, the Conservatives entered office desiring to make
large cuts (partly for ideological reasons), but the capacity to achieve these reductions
immediately did not exist and they accepted a more gradual approach which emphasised
the Treasury’s function of imposing discipline on departments rather than drastic
reductions in the size of the state. Where they advocated policy change, Howe, Lawson and
Major each were representatives of institutional consensuses and not agents of their party,
contributing to tensions with Thatcher on fiscal questions such as mortgage interest relief
as well as monetary policy. The key effect of economic crises in the early 1980s and late
1980s, was to reinforce institutional constraints on the Conservatives’ economic policy
direction, in particular as regards the relationship between the exchange rate and
monetary policy according to the prevailing economic circumstances. Crises limited the
capacity of Thatcher and her Treasury ministers to pursue alternative policies motivated by
New-Right ideology.

In opposition, Conservative economic policy was driven by an electoral strategy
which embraced monetary control as a way of demonstrating that they could govern the
country more competently than Labour, while avoiding steps which risked compromising
party unity. This supports the statecraft interpretation of Bulpitt (1986). In government,
electoral factors were less central than institutional factors to the overall direction of policy
change, but the Conservatives were always mindful of preserving their image as competent
managers of the state and aimed to ensure, as a minimum, that any policies introduced
were compatible with their electoral interests. In both opposition and government, the role
of electoral strategy was more salient at particular moments in time. In particular, this

chapter shows that electoral considerations gained added significance in advance of the
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1979, 1983 and 1987 General Elections (with the direct effect of the electoral cycle being
greatest in the case of taxation policy before 1987). Additionally, electoral concerns
typically became more important following a mid-term fall in government popularity (or, in
opposition, a rise in government popularity), especially where the political difficulties faced
by the Conservatives related at least in part to economic performance (such as in 1977-78,

1980-81 and 1988-90).
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Chapter 4: Health Care

4.1. Introduction

For the 1970s and 1980s Conservative Party, the NHS was recognised as uniquely politically
sensitive. This makes health care policy particularly suitable for investigating how the
Conservatives responded to conflicting ideological, institutional and electoral pressures.
Even advocates of reducing the role of the state in health care had to contend with public
regard for state-funded provision. In her May 1978 Bow Group speech, Thatcher
complained that ‘In medicine, we are dealing in Britain with a myth, as well as an
achievement. The achievement is the Health Service, and the myth is that its establishment
necessarily creates a system of public health superior to that elsewhere, where a higher
proportion is financed through private insurance’ (Thatcher, 1978a). Thatcher expressed
frustration that the public viewed state-funded health care as inherently better. Nine years
later, in May 1987, Thatcher told Conservative parliamentary candidates that ‘You are well
aware of our fantastic record on the Health Service, unrivalled by any previous
Government’ and boasted that the Conservatives had ‘greatly increased public spending on
health and social services’ (Thatcher, 1987a). In the 1978 speech, full of ideological rhetoric
and delivered in opposition, Thatcher openly lamented ‘the myth’ surrounding the NHS’s
virtues as a state-financed system. In the 1987 speech, during a general election, she
sought to co-opt the myth, positioning her government as the NHS’s foremost defenders. If
Thatcher was camouflaging her genuine views, she was perhaps wise to do so. Crewe
(1989, pp. 245-246) highlights that, offered a choice of tax cuts or enlarging public services
(with examples listed as ‘health, education, and welfare’), the public was evenly divided in
May 1979 but opted for expanded public services by (increasingly) large margins over the
course of the 1980s. Ideological and electoral demands on health policy were in tension.
The argument of this chapter is that Conservative health care policy from 1975 to
1990 was driven by a combination of electoral and institutional concerns related firstly to
the level of NHS resources and secondly to the allocation of responsibility for service
performance. In government, the Treasury and its ministers aimed to control NHS
expenditure in the short run and feared higher spending in the long run. In and out of
office, the Conservatives were highly conscious about the electoral consequences of
perceived under-funding or reducing eligibility to receive care free at point of use. The

result was restrained expenditure growth, save at moments of greatest electoral risk,
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combined with reforms with the dual objectives of delegating responsibility for service
outcomes and limiting demands from health authorities for more expenditure. Klein (2001,
pp. 149-151) lists multiple explanations for Conservative policy up to the late-1980s NHS
reforms and emphasises the challenges of funding the NHS in a context of rising demand.
Likewise, Wistow (1992, p. 111) pinpoints financial pressures as the cause of the 1988
review. This chapter confirms the role of financial constraints in shaping the formulation of
plans for NHS organisation, as well as in prompting the 1988 review, but the emphasis on
this dynamic does not in itself tell us much about why the Conservatives chose the policies
that they did. Insufficient resources could have prompted sustained large spending rises (as
under Labour) or, from the opposite end of the spectrum, a greater role for private
insurance (as Thatcher advocated in her May 1978 speech). Ideological, electoral and
institutional considerations may all be relevant, but this thesis aims to go further than Klein
(2001) in specifying which motivations were prioritised. Policy decisions depended on how
the problem of insufficient resources and potential solutions were interpreted. Electoral
and institutional factors pointed to reforming the NHS internally without large spending
increases or any meaningful move away from publicly-funded universal health care.

The importance of ideology was limited by electoral and institutional factors. The
chapter argues that efforts to restrain health expenditure stemmed from the overall
macroeconomic stance of the Conservative government after 1981 and the Treasury’s
institutional preference for lower expenditure in each department, rather than any abstract
desire to reduce spending on health as a public service. The role of ideology was also
relatively stable, rather than increasing or decreasing across our period. This argument is
contrary to interpretations which imply that the significance of ideology increased across
the Thatcher governments. Kerr and Marsh (1999, p. 184) argue that Thatcherites
responded to a perceived crisis by drawing upon incongruous policy demands at an early
stage before settling on a more harmonised approach by Thatcher’s third term. On the
surface, the pattern of NHS policy-making can be placed within this interpretation. Efforts
to pioneer new management methods were followed by the late 1980s reforms. Yet this
evolutionary narrative carries with it the implication that the Conservatives became more
ideological with time. In reality, alternative models of health care were considered by
Conservative policy-makers from Thatcher’s first year as leader to the 1988 health review.
While these ideas were consistently present in the background and did not always receive a

hostile reception, they were never adopted.
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The first section of this chapter operationalises New-Right ideology in the context
of health care, outlining neo-liberal and neo-conservative principles as well as questioning
the coherence of the Thatcherite ideological programme. The second section argues that
the Conservatives in opposition contemplated radical policy options, such as hospital
charges, but declined to pursue them on electoral grounds, burying these proposals as the
next general election grew closer. Even though they were an opposition party,
Conservatives signalled that they would adopt a technocratic approach to NHS policy
questions through their deference to the Royal Commission on the NHS. The third section
highlights that policies on expenditure, medical insurance tax relief, contracting-out of non-
clinical functions and NHS management were all driven by the Treasury’s institutional
power. NHS policy in Thatcher’s first term as Prime Minister is divided into periods
separated by the 1981 shift in fiscal strategy, as a result of aggressive efforts to control
expenditure by the Treasury and changed ministerial performance linked with Norman
Fowler replacing Patrick Jenkin as Social Services Secretary. NHS expenditure was initially
protected due to a previous electoral commitment, but health was eventually subordinated
to economic imperatives. The fourth section argues that most of Thatcher’s second term,
up to 1986, saw continuation of first-term trends, with incremental changes to improve
NHS management and the Treasury forcing Fowler to accept spending restraint. In 1986,
electoral considerations came to the fore, prompting a large rise in expenditure and health
policy debates within Downing Street. Radical options for reform were discussed but
unpursued. The final section presents the late 1980s NHS reforms as the product of
electoral fears about accusations of NHS under-funding, coupled with institutional and
political concerns that increased expenditure should not be given to unreliable health
authorities without conditions attached. The decision to proceed with the NHS reforms in
1988 was closely tied to the electoral cycle. As before, neo-liberal proposals involving a

greater role for private finance were not selected.

4.2. Operationalisation of New-Right Ideology

If the free-market strand of New-Right ideology dominated health care policy-making, we
would expect an expanded role for private medicine to have been the primary motivation
behind Conservative decisions. Gamble (1994, p. 45) lists expanding private medical
insurance as among the aims of the New Right. lliffe (1983, p. 235) claims that the first

Thatcher government wanted the private sector to assume the leading role in shaping the
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future of health care to the extent that this was feasible. Insofar as Thatcher personally is
concerned, lliffe’s point is substantiated by memoir evidence. Thatcher (1995a, p. 607)
states that, if starting anew in designing British health care, her ideal system ‘would have
allowed for a bigger private sector — both at the level of general practitioners (GPs) and in
the provision at hospitals; and one would have given much closer consideration to
additional sources of finance for health, apart from general taxation.” Ken Clarke, who
worked closely with Thatcher on NHS reforms as Health Secretary from 1988 to 1990,
confirms that, contrary to his own view, ‘Margaret remained privately convinced that the
US insurance-based model was the ideal system to follow.’ (Clarke, 2016, p. 192). Even
though she was willing to appoint health ministers like Clarke who disagreed, Thatcher’s
ideological preference was for a model with significantly greater roles for private provision
and finance than was possible within the framework that her government inherited. In
assessing the power of ideology, we must determine what extent policy was made as a
result of principled belief in a larger private role in provision and/or finance.

Although the economic liberal aspects of New-Right ideology are most obviously
applicable to health care, the conservative dimension of New-Right ideology is also
pertinent. Gamble (1994, p. 66) identifies that New-Right conservatives felt a pressing need
to restore state authority amid social disarray created by strikes and protests. Gamble
(1994, p. 66) also highlights neo-conservative fears about the threat posed by public-sector
professional occupations to democracy. Given strike activity and local health bureaucracies,
conservative concerns were relevant. This is reflected in the memoirs of Norman Fowler
(who was Shadow Social Services Secretary from 1975 to 1976 and Social Services Secretary
from 1981 to 1987). Fowler singles out health-service strikes in the Winter of Discontent,
commenting that ‘The dispute at Ford could at least be seen as a traditional battle between
unions and employers. No such excuse could be made for the action in the health service.
Public sector unions, notably the National Union of Public Employees, deliberately sought
to act against the interests of some of the most vulnerable people in the country.” (Fowler,
1991, p. 101). Fowler’s complaint is not violation of market freedom but societal harm
caused by immoral choices. While this shows that policy-makers held conservative
instincts, did these views determine policy? At either end of Thatcher’s premiership, NHS
organisation was reformed: the Health Services Act 1980 abolished the middle-tier of
administration, between regional health authorities and district health authorities,
comprising area health authorities (Finch, 1981, pp. 68-70); the National Health Service and

Community Care Act 1990 turned district health authorities’ role into purchasing, not
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administering, services (Klein, 2001, pp. 161-162). Were these measures were driven by
right-wing dislike of public-sector bureaucracy and its implications for democratic
government?

The coherence of New-Right ideology as applied to health care is contestable. As
noted above, Thatcher’s May 1978 Bow Group speech characterised the NHS as an
‘achievement’ and its superiority to private-based alternatives as a ‘myth’ (Thatcher,
1978a). This duality reflects that Thatcherites combined conservative respect for tradition,
moral responsibility and national pride with anti-statist and individualist rhetoric (Hall,
1983, p. 29). The two facets were not always in agreement. Furthermore, intellectual
tensions existed even within the two main sub-categories. lliffe (1983, p. 245) argues that
Thatcherite support for growing private health care alongside existing NHS services, to
expand the private sector role, required accepting permanent taxpayer support for
businesses which otherwise would not be viable, of a kind that Thatcherites would reject as
inefficient elsewhere. Short of abolishing state provision altogether, free-market cases
could be made for and against subsidising private medicine. This raises the questions of
whether Thatcherites confronted these contradictions and what was the basis for the

policy choices ultimately made.

4.3. Opposition

4.3.1. Ideology

Without the constraints of government, the Conservatives under Thatcher positioned their
party as defenders of the medical profession. In this respect, opposition made the
Conservatives less committed to aspects of their ideology than they may have been in
office. The Conservative contrast with Labour was founded on sectional concerns as well as
ideology. This created tensions on contentious issues such as remuneration of medical
practitioners. Faced with both a junior doctors’ strike over pay and industrial action by
consultants against ending pay beds (private beds in NHS hospitals), a November 1975
Shadow Cabinet meeting ‘agreed that [...] we needed to balance expressions of sympathy
for the junior doctors and consultants with our general position’ of refusing to ‘give
comfort or encouragement to industrial action against the Government’s measures’ (CRD,
1975d). This recognised the difficulty of mixing support for the medical profession with

opposition to industrial action. Yet the ‘balance’ discussed did not hold for long. The
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following month, the Shadow Cabinet ‘agreed that while urging the doctors to cease their
action, we should lay much of the blame for the situation on Mrs. Castle, and urge the
Government to refer the pay beds issue to the Royal Commission on the National Health
Service, and arrange for an independent audit of the junior doctors’ claim.” (CRD, 1975f).
With right-wing ideological arguments on each side (opposition to industrial action and
support for private practice), the Shadow Cabinet’s stance shifted in favour of the medical
practitioners’ positions on both pay beds and pay (albeit not the method of striking itself),
influenced by the chance to criticise Labour and the Conservatives’ traditional ties to the
medical profession. In the House of Commons during October 1975, Thatcher observed
that ‘the Government are not likely to be impressed by demands from people in the
medical profession who are never likely to vote for the Labour Party’ (House of Commons,
1975). Medical practitioners were regarded as Conservatives. Rosamund (1996, p. 186)
reminds us that a context-specific approach to Conservative relations with unions is
required. The muted reaction to the 1975 doctors’ disputes reflected an ambiguous stance
to labour demands from the medical profession. If the Conservatives had been in office,
they may have found it more difficult to navigate. In opposition, the Conservatives were
able to ‘lay much of the blame for the situation on Mrs. Castle’, Labour’s Social Services
Secretary (CRD, 1975f). This would not have been practical with a Conservative secretary of
state in a similar situation. Whereas a Conservative government may have felt politically
compelled to adopt an uncompromising stance, opposition party status allowed greater
ideological flexibility.

It is significant that the Conservatives in opposition discussed proposals for
fundamentally altering Britain’s model of state provision but failed to pursue them.
Ideological blueprints were not absent in rhetoric or internal discussions, but did not lead
to the adoption of specific policies. Conservative politicians were interested in the health
systems in continental Europe, Ireland and the United States, but no alternative model
became part of official party policy. In September 1975, Fowler met with Keith Joseph, to
whom Thatcher had delegated overall responsibility for Conservative Party policy-making in
opposition. Joseph emphasised that ‘On the N.H.S. it was important to examine the French
system’, while Fowler commented that ‘we should look at the West German and Dutch
systems’ and that he would shortly be visiting the United States (Mockler, 1975). Joseph
also suggested that the Conservatives should ‘look into the feasibility of introducing G.P.
charges’ and Fowler promised in response that the NHS Policy Group headed by Gerard

Vaughan, the Shadow Minister of Health, ‘would set out the various options on the N.H.S.
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and look into its organization’ (Mockler, 1975). In November 1976, Vaughan received a
letter from BUPA's Chief Executive, enclosing a paper on the Irish health care system,
highlighting a requirement for wealthier individuals to pay for treatment in exchange for a
tax exemption (Damerell, 1976). These ideas had previously been submitted to the CRD by
BUPA in a letter sent in May 1976, with an attachment stating that ‘The basic philosophy of
the service is that those who can afford to do so, pay for their medical care, in full’ (BUPA,
1976). Despite the consideration given, the Conservatives declined to publicly embrace
these proposals. The premier Conservative policy document in opposition, The Right
Approach urged that the Royal Commission on the NHS should examine ‘systems of health
finance that exist in other countries’, but this is distinct from committing to changes
(Conservative Party, 1976, p. 60). The 1979 Conservative Manifesto lacked even this
(Conservative Party, 1979). Buckler and Dolowitz (2012) argue that the Conservatives under
David Cameron failed to unequivocally embrace or reject ‘Thatcherism’. It is accordingly
significant that Thatcher’s own tenure was marked by an ambiguous stance on the NHS's
future. Conservative policy-makers desired a move away from public provision, but they
failed to develop concrete policies to achieve this. This suggests that the power of
ideological considerations was weak.

Rather than party members only pushing Conservative politicians in a more
ideological direction, party management concerns could also weigh against New-Right
ideological beliefs in health-service policy-making. This especially applied to policy on NHS
charges, where the financial interests of Conservative members were relevant. The
empirical evidence counters the proposition derived from the comparative literature that a
strong voice for party members would increase the significance of ideological
considerations. Detailing arguments against expanding charges for NHS services, in a June
1977 paper, CRD desk officer Chris Mockler observed that ‘it is perfectly clear that we could
not expect full support from within the Conservative Party. Our recent private survey
suggests that over 30 per cent of Tories are opposed to hospital charges, which represents
a substantial number of “defectors” and no doubt this would be mirrored in Parliament’
(Mockler, 1977). Thus, the prospect of Conservative disunity deterred against advocating
charges for hospital stays. This CRD note reveals that Conservative policy-makers were
interested in members’ views, but that members were not enthusiastic about new NHS
charges, one of the more radical options entertained by Conservative politicians at this
juncture. So (2018) argues that opposition parties in majoritarian electoral systems face a

choice between satisfying party activists and appealing to the electorate. So’s approach
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over-estimates the extent to which party members are necessarily driven by ideology. In
the late 1970s Conservative Party, party members’ feelings presented an obstacle for

politicians seeking a move away from health care free at the point of use.

4.3.2. Electoral Politics

While the Conservatives in opposition did not always select the health policies which they
believed would be most popular, they consciously rejected policies judged politically
unsustainable in electoral or party management terms. This is why policy-makers rejected
the introduction of hospital charges but anticipated that they would increase existing
prescription and dental charges. In his above-mentioned June 1977 CRD briefing paper,
Mockler (1977) argued that supporting hospital charges would lead to ‘considerable
unpopularity for no obvious gain’ and that they could ‘expect very considerable opposition
in Parliament’ (Mockler, 1977). Alongside this, Mockler (1977) noted that ‘we will no doubt
be increasing prescriptical, dental and optical charges’ and that ‘None of these measures
will be popular and some will be very unpopular indeed. To add to this the imposition of
health service charges and consequent industrial unrest could add immensely to the
difficulties of a Conservative Government’. Tellingly, Mockler accepted that they would ‘no
doubt be increasing existing [...] charges’ even while acknowledging it could be ‘very
unpopular indeed’, but rejected hospital charges as a step too far. The Conservatives
contemplated unpopular decisions, but not policies which would ‘add immensely to the
difficulties of a Conservative Government’ to the point where ministers could not govern
effectively. Laver and Sergenti (2011, pp. 206-207) argue that the most successful
politicians may be those who pursue their preferred policies while reconciling this with
securing electoral support, as opposed to politicians who make decisions solely based on
maximising votes. Laver and Sergenti’s model can be usefully applied to Thatcher’s
leadership in opposition. Increasing unpopular existing charges instead of committing
greater resources to the NHS was the preferred course, but new charges were deemed
untenable. This illustrates the relationship between ideological and electoral
considerations in opposition. The Conservatives were prepared to select ideological
proposals which were compatible with their political survival, but refrained from adopting
policy objectives threatening the viability of a Conservative government.

The timing of Conservative commitments on NHS expenditure highlights the

electoral cycle’s role in policy decisions. The Conservatives supported higher spending on
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the NHS in 1979 to protect their electoral prospects. Evading questions about higher
prescriptions charges at a press conference held on 18 April 1979, Thatcher emphasised
that ‘There's a pledge in the Manifesto not to reduce the resources committed to the
National Health Service’ (Thatcher, 1979b). In the 1979 Conservative General Election
Manifesto, this commitment was phrased as ‘It is not our intention to reduce spending on
the Health Service indeed, we intend to make better use of what resources are available.’
(Conservative Party, 1979). This referred to the amount of spending itself rather than which
income sources would finance the expenditure, so allowed for increased charges.
Preference for higher charges was more explicit in October 1976 when The Right Approach
was published, asserting that ‘When the service is short of funds for priority tasks, there is
no case for holding down prescription and other charges’ and including no pledge on
spending levels (Conservative Party, 1976, p. 60). Whereas Thatcher felt obliged to disguise
plans to raise prescription charges in April 1979, her party openly called for higher charges
three years earlier. The additional commitment in 1979 to protect NHS expenditure
represented a substantive change. This can be explained by electoral politics. In her
memoirs covering the opposition years, Thatcher recalls that Labour led the media to
pursue ‘a daily diet of scare stories — ranging from the doubling of Value Added Tax to large
cuts in the National Health Service’ in the 1979 campaign, presenting the Conservatives
with ‘a fundamental dilemma’ as to whether and how to respond (Thatcher, 1995b, pp.
440-441). The campaign forced the Conservatives into defensive mode on NHS issues.
Commenting on Cameron’s decision to confirm his commitment to the NHS in his second
speech as leader, Bale (2010, p. 162) notes that all Conservative leaders from 1990 have
reaffirmed support for the NHS. Despite Bale’s choice of 1990 as a dividing line, Thatcher
pledged to protect NHS resources in 1979. The distinction is that Cameron did so in his
second speech as leader. By contrast, The Right Approach over a year into Thatcher’s
leadership offered no NHS spending pledge and expressly threatened higher charges. This
confirms that proximity to the next general election elevated electoral considerations for
Thatcher. She may have been less inclined to embrace the NHS than Cameron, but electoral
politics led her to make pledges on NHS expenditure during the 1979 election campaign.
Conservative policy on industrial action by health-service workers in 1978 evolved
according to the Labour government’s popularity. The Conservatives became more attuned
to electoral advantage if Labour appeared vulnerable. When the Labour government
commanded public support, the Conservatives advocated compromise in disputes, before

urging restrictive legislation when disputes escalated and government popularity declined.
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In mid-1978, the Conservatives struggled with the perception that Labour had stabilised the
economy. Reporting a public opinion survey to the CRD in May 1978, Conservative polling
adviser Keith Britto noted that ‘Perhaps the single most important finding arising from the
survey is that the electorate feels the present Labour Government has handled the
economy well in view of world conditions and the problems they faced on taking over.’
(Britto, 1978). In a memorandum to the Party Chairman, Peter Thorneycroft, sent two days
earlier, Alan Howarth (CRD Deputy Director) discussed ‘how we might intensify our attack
on the Left.” (Howarth, 1978). The focus was on directing attention to the radical left rather
than the government. This emphasis translated over into policy on strikes. In a June 1978
private notice question regarding an industrial dispute and threatened action by
electricians, Patrick Jenkin (Shadow Social Services Secretary from 1976) struck a
cooperative note, praising the minister’s reply as a ‘helpful statement’ and asking ‘Will he
accept that the Opposition more than endorse his view that the key issue here must be the
well-being of patients?’ (House of Commons, 1978d). David Ennals, the Social Services
Secretary, expressed gratitude ‘for the way in which he [Jenkin] posed his questions and for
the support that he has given to the position that | have adopted.’” Parliamentary
discussions in December 1978 were more adversarial. Referring to ongoing strikes by the
National Union of Public Employees, Jenkin challenged that ‘that Government Ministers are
contributing to this situation by the legislation that they have passed, and that the trade
unions are claiming immunity under that legislation’ (House of Commons, 1978e). Whereas
the Conservatives felt constrained in June to accept the reasonableness of Labour’s
position, this feeling had evaporated by December. Hay (1996) has argued that the Winter
of Discontent allowed the Conservatives to construct a crisis of the state and establish their
own political programme as the only solution capable of resolving that crisis. Jenkin’s
willingness to use NHS strikes to seek restrictive labour legislation in late 1978 supports
Hay’s portrayal of the Winter of Discontent as a transformative moment. Yet we should not
neglect the earlier period when the Conservatives recognised the difficult political
environment facing them. Rather than just responding to crises, the Conservatives adapted
their political approach to reflect the government’s popularity at any given moment in

time.
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4.3.3. Institutions

The Conservatives used support for the Royal Commission on the NHS to signal their
commitment to institutionally-driven policy-making. This illustrates the relevance of
institutional factors for opposition parties, particularly when they wish to limit the
incumbent government’s capacity to break from institutional constraints. Publicly and
privately, Conservative politicians consistently advocated deferring decisions for
consideration by the Royal Commission established in 1975. This had two advantages for
the Conservatives. First, demanding that policy decisions wait until after the Royal
Commission reported undermined Labour’s ability to exercise power. Addressing the House
of Commons on the question of health-service funding in April 1978, Jenkin stated that, ‘As
for other changes in the basis of funding the Service, we shall wait to see the report of the
Royal Commission. It would be very unwise for any party to commit itself in advance either
way.’ (House of Commons, 1978c). The emphasis was on what ‘any party’ should do, not
just Conservative policy. By deferring to the Royal Commission, Jenkin discouraged major
changes until the Conservatives could return to power. Pedrazzani (2017) highlights that
opposition parties often consume parliamentary time to delay a legislative agenda. An
opposition party is incentivised to obstruct government policies. Rather than consuming
parliamentary time on specific legislation, the Conservatives constrained the Labour
government’s freedom of action by emphasising the Royal Commission on the NHS.

The second advantage of Jenkin’s approach was that deference to the Royal
Commission allowed the Conservatives to keep radical options on the table whilst
portraying them as part of a technocratic consensus. From this perspective, the Royal
Commission represented a form of depoliticisation. At a February 1976 meeting of the
Social Services Policy Group, the role of the NHS Policy Group led by Vaughan was
discussed. It was agreed that ‘The Group should temper its observations because of the
Royal Commission but this should not prevent the Group developing its own ideas.’
(Mockler, 1976a). Later, in October 1976, the Social Services Policy Group speculated about
‘joint financing between the NHS and local authorities’, but noted that ‘any such reforms
should probably be delayed pending the report of the Royal Commission’. (Mockler,
1976b). The Conservatives discussed reforms privately, but they declined to embrace
proposals publicly until the Royal Commission reported in the hope that the commission
concurred. By the 1979 General Election, the party’s manifesto read: ‘The Royal

Commission on the Health Service is studying the financing of health care, and any

120



examination of possible longer term changes - for example greater reliance for NHS funding
on the insurance pnnciple [sic] - must await their report.” This was the fate of health care
insurance models discussed by Joseph and Fowler in September 1975 (Mockler, 1975).
Instead of endorsing a shift away from general taxation, Thatcherites hoped to legitimate
such a shift by reserving health finance as a policy domain for the Royal Commission.
Flinders and Buller (2006, p. 307) define preference-shaping depoliticisation as promoting a
discourse which places a decision or question beyond the realms of political debate or
government action. This definition is applicable to Conservative opposition positioning
regarding the Royal Commission on the NHS.

The localism agenda embraced by the Conservatives under Thatcher formed part of
a wider strategy for limiting the influence of opposing interests within health policy-
making. Significantly, the Conservatives were committed to these changes by early 1978,
prior to the Winter of Discontent later that year, casting doubt on the proposition that
institutional considerations only come to the fore in a crisis. Instead, the evidence suggest
that institutional considerations become more important for an opposition party where
they consider obstacles that their policies may face once they have entered government
and plan to deal with them in advance. Conservative politicians anticipated that
disaggregating organisational units by disbanding area health authorities increased the
likelihood of compliance with mandates to curb expenditure. Jenkin’s January 1978 speech
in Maidstone endorsed the abolition of area health authorities as well as promising that
‘management incentives would be introduced at all levels in order to cut waste’
(Conservative Central Office, 1978, pp. 156-157). This was reflected in policy development.
The following month, when vetting proposals for a general election anticipated that year,
the Social Services Policy Group agreed that ‘Administration should be simplified with a
single all-purpose District Authority being our main objective’ and that district health
authorities should be free from district council control (Mockler, 1978). The same
document also specified that ‘There should be incentive budgeting for health authorities
and personal incentives for staff.” The Conservatives desired localisation of accountability,
but without any transfer of power from central to local government. Instead, they hoped
that incentives would encourage health authorities to follow central direction. Hannigan
(1998, p. 309) identifies the Griffiths Report, published in October 1983 in the first year of
Thatcher’s second term, as heralding the introduction of New Public Management
techniques. The reference to ‘management incentives’ in Jenkin’s Maidstone speech

suggests that improving the effectiveness of health-service management was central to
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Conservative plans at an earlier stage. Rhetorical support for localism obscured an agenda

promoting a new approach to management.

4.4, First Term

4.4.1. Ideology

Governing party status reduced the extent to which health policies could be developed in
isolation from other government objectives. The Conservatives consequently selected
health policies which were less radical than their ideals, particularly where there were fiscal
implications. This supports the proposition that governing party status reduces the
ideological character of policy-making. In internal policy discussions, tax reliefs for private
medicine were presented as both advancing Conservative aims (by incentivising health
insurance) and detracting from Conservative aims (by preventing reductions in general
taxation). In selecting between these two ideational justifications, the Treasury’s
institutional opposition to tax reliefs was critical. This curtailed ideological efforts to grow
private health care. The Conservative 1979 General Election Manifesto promised to ‘restore
tax relief on employer-employee medical insurance schemes.” (Conservative Party, 1979).
After entering government, the Conservatives remained proponents of spreading private
insurance. In a June 1980 memorandum, Mockler observed that private medicine ‘is set to
expand at a very fast rate and we should welcome this [...] as relieving the strain on the
Health Service [...] As promised in the Manifesto we should restore income-tax relief on
employer/employee medical insurance schemes’ (Mockler, 1980). However, in the 1981
Budget, Howe only restored this relief to workers earning less than £8,500 per annum,
leaving a large proportion of those using private health care subject to taxation (House of
Commons, 1981). In his letter notifying Jenkin of this decision, Howe (1981a) also denied a
request ‘for a system of tax relief on private medical insurance paid by individuals, such as
is given on life insurance premiums’. Howe accepted ‘that such a relief would give
encouragement to growth in the private sector’, but argued that creating such an
exemption acts ‘against our principal aim, which is to reduce direct taxation across the
board. Every time the tax base is diminished by a fresh tax relief, so too is the chance of
bringing down high rates of tax or improving the thresholds’ (Howe, 1981a). Yet despite
adjustments to thresholds, it was not until 1986 (as an individual initiative that Lawson

settled on eleven days prior to the budget) that there would be any new reduction in the
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income tax rates (Lawson, 1992, pp. 374-377). In opposing ‘encouragement to growth in
the private [health] sector’, Howe invoked the argument of cutting ‘direct taxation across
the board’, but his decision reflected the Treasury’s hostility to tax reliefs and fiscal
restraint in 1981 more than any plausible plan to achieve lower tax rates. Klein (2001, p.
103) credits the Conservatives with implementing their 1979 manifesto commitments,
including reinstating tax relief on employer medical insurance schemes. Klein overlooks
that they did not restore tax relief on employer private health insurance in full. The
constraints of government forced the Conservatives to choose between ideological
priorities from opposition. The choice rested with Howe at the Treasury, who inevitably
favoured his own department’s objectives.

Whereas efforts to control costs increased, the Conservatives abandoned any
intention of reforming the state’s role in health care provision over the first term. This
raises the question of whether there is a straightforward relationship between government
longevity and the significance of ideology, assuming that cost-control attempts were
ideologically-driven at all. Different components of health policy moving in contrasting
directions should lead to us to reconsider whether ideological considerations determined
policy. During Thatcher’s first term, Conservative policy-makers became less favourably
disposed to private medicine or overhauling the NHS’s financial basis. Contrastingly, the
Conservatives increased focus on reducing costs and reforming structures in order to
achieve this. Following the Royal Commission’s report in August 1979, Thatcher and Jenkin
met with Sir Alec Merrison, the Commission’s Chairman. The meeting’s minute records that
Thatcher ‘saw a need for much more money coming into the health service from private
sources. She drew attention to the health systems of France, Germany and New Zealand. If
tax could be reduced the people would be prepared to pay for more services themselves.’
(Downing Street, 1979b). Thatcher was disappointed that the Royal Commission’s report
did not propose greater citizen responsibility for heath modelled on insurance-based
systems. Two years later, as discussed, Howe would veto the more modest proposal of tax
relief for private medical insurance (Howe, 1981a). Compared to when they entered
government, Conservative ambitions as they evolved were less radical. If we consider
policy-making on the balance between public and private finance, the proposition that the
government would become less ideological over time is fulfilled.

By contrast, Conservative determination to control NHS costs increased with time.
If cutting expenditure on the NHS is conceived as an ideological issue, Conservative policy

became more ideological as time elapsed in this respect, but it is doubtful whether
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decisions on NHS expenditure were made through an ideological lens. The role of the state
and the private sector in delivering health care is distinctly ideological, but other factors
also influenced expenditure policy. The initial generous settlement for NHS expenditure in
1979 stemmed from a political judgement that they had to match Labour plans at an early
stage. However, time in office ultimately made the Conservatives more alarmed about
rising health expenditure in the context of their overall fiscal objectives. In an October 1979
draft of the Public Expenditure White Paper submitted by Howe to Thatcher, the section on
health noted that ‘The Government plans to maintain spending on the National Health
Service in 1980-81 at the level proposed by the last Administration.” (HM Treasury, 1979a).
Matching the projected spending levels under Labour led to a real-terms UK NHS
expenditure annual increase of 9.0% in 1980-81, the highest in any year of the Thatcher
governments (Harker, 2019, p. 14). This shows that policy decisions may be less ideological
when, early in their tenure, governments feel obliged to mirror their predecessors’ policies.
However, in their manifesto, the Conservatives merely pledged that ‘it is not our intention
to reduce spending on the Health Service’ (Conservative Party, 1979). This pledge did not
require a 9.8% real-terms rise in NHS expenditure in 1980-81. On entering office, even
within the terms of what was politically viable, the Conservatives demonstrated no great
desire to control NHS expenditure. The abstract ideological desire to cut NHS expenditure
may have been present on Thatcher’s part, but the measures necessary to achieve
spending reductions were not implemented, even within the scope of what was politically
achievable. Ideological considerations had little effect on NHS expenditure levels at the
beginning of Thatcher’s first term.

Subsequently, increased Conservative interest in cutting NHS expenditure after
1981 was not connected to newfound ideological impulses so much as a desperate search
for spending reductions consistent with their wider economic strategy. While the
Conservatives became more interested in cutting NHS expenditure over time, pressure
from the Treasury rather than ideology led to a more radical approach. Fowler replaced
Jenkin as Social Services Secretary in September 1981. Pressed to make further cuts, Fowler
wrote to Thatcher in November 1981 protesting that a Treasury paper ‘does not fully bring
out how far | have already gone to help Treasury colleagues.” (Fowler, 1981a). Fowler’s
minute proceeded to detail concessions he had made, including ‘withdrawal of bids
amounting £184 million in 1982/83 and more in later years’, ‘efficiency savings well in
excess of those proposed by Patrick Jenkin, fully up to the limit of what is realistic and

carrying risks that standards of service will suffer’ and ‘reducing the proposed growth rate
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for hospital and community health services in 1983/84, 1984/85 by half to the minimum of
one per cent necessary to maintain standards for the growing number of very old people’
(Fowler, 1981a). While Fowler had reason to exaggerate, the letter highlights the changed
fiscal environment from 1981, as well as the effect of the transition from Jenkin to Fowler
as Social Services Secretary. Dolowitz et al. (1996, pp. 467-469) argue that Thatcher did not
come to office with achievable plans for radical change, but the Thatcher governments’
policies became more consistent by Thatcher’s third term as ministers adjusted to
economic and political challenges. This example shows that policy-making began to adjust
in response to external pressures in 1981, at a relatively early stage. NHS expenditure was
effectively overlooked in 1979, but policy-makers sharpened their focus in 1981. The
Conservatives became more interested in cutting NHS expenditure within the life of
Thatcher’s first term, but this was more closely related to institutional and economic

constraints than it was to New-Right ideology.

4.4.2. Electoral Politics

Throughout Thatcher’s first term, electoral considerations presented an insurmountable
obstacle to fundamental NHS reform. Where proposals for systemic change surfaced, they
were avoided. In September 1982, a paper by the Central Policy Review Staff (CPRS)
proposed ‘considering whether over a period the provision of health care for the bulk of
the population could be shifted from the State to privately owned and run medical
facilities’, with Annex B of the paper detailing a charge for GP appointments (CPRS, 1982).
On reading the paper, Thatcher’s feared that it would leak, leading the CPRS to withhold
circulation, remove the document’s annexes and suggest to Thatcher that she should ‘keep
the deleted Annexes simply as briefing for yourself and the Chancellor’ (Sparrow, 1982).
Thatcher was right to worry: The Economist obtained a copy of the paper and it was used
by Labour in the 1983 General Election (Klein, 2001, p. 119). The attempted suppression of
these proposals indicates major political anxiety. The Conservatives were determined not
to modify the NHS funding model in a way that created serious electoral difficulties. Mount
(Head of Thatcher’s Policy Unit), writing to Thatcher in response to the CPRS paper, noted
that ‘The CPRS performs a valuable task in confronting starkly some of the options’, but
warned that ‘they tend to propose solutions that are so politically difficult that we might be
tempted to do nothing and shy away from the whole idea of radical reform’ and suggested

instead a middle path based on facilitating ‘natural growth’ in private care (Mount, 1982a).
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The 1982 CPRS paper was not the first proposal for GP charges during Thatcher’s first term.
In December 1979, Howe submitted plans to Thatcher for major spending reductions,
noting that on health ‘The least unattractive proposal which we can suggest is a £2 charge
for each visit to a GP’, with the relevant health savings listed in the annex of the proposal
(Howe, 1979c). When Howe’s formal proposals were circulated to Cabinet in January 1980,
no reference to GP charges appears and the required health savings shown in the annex
over the same period are detailed as coming from higher prescription charges (Howe and
Biffen, 1980). Thus, while Howe suggested GP charges in 1979, the proposal was merely the
‘least unattractive’ and it was replaced before the Cabinet was asked to approve the
package of reductions. Both far away from the next election (in early 1980) and nearer to
the next election (in autumn 1982), policy-makers were conscious of popular support for
publicly-funded care free at the point of use.

Although the Conservatives recognised the general political risk posed by favouring
private over public provision, they were keen on promoting the idea of the private
medicine to new audiences (particularly trade unionists). Politically, this offered an
opportunity to embarrass unions. In November 1980, Conservative Party Chairman Peter
Thorneycroft wrote to Jenkin drawing attention to an NOP survey of trade union members
showing openness to private care (Thorneycroft, 1980). Jenkin requested permission to use
this finding in a speech and observed, ‘This is of very great interest, particularly that the
great majority of union members say that they would be in favour of their union accepting
a wage deal which included private medical insurance.’ (Jenkin, 1980). When the
Conservatives restored relief on employer medical insurance in the March 1981 Budget,
the move was targeted at workers earning less than £8,500 (House of Commons, 1981).
However, the Treasury’s motivations for limiting the relief to those earning more than
£8,500 appear to have been financial rather than electoral (Howe, 1981a). While Jenkin and
Thorneycroft were interested in converting trade unionists into users of private health
care, this was more significant for rhetoric than policy. Yet even the finding that electoral
considerations shaped Conservative rhetoric on private health care is interesting. In a
comparative study of Britain, the United States and Denmark, Hobolt and Klemmensen
(2008, p. 326) find that ‘rhetorical responsiveness’ to public opinion is weak among
governments in Britain and that ideology drives British government rhetoric. A role for
electoral considerations in shaping Conservative rhetoric is illustrated by Jenkin and

Thorneycroft’s interest in appealing to trade unionists through advocacy of private
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medicine. The relationship between the resulting rhetoric and policy outcomes is more
doubtful.

As opposed to the Conservatives protecting NHS expenditure in the lead up to the
1983 General Election, efforts to control health expenditure intensified after 1981. This is
significant because it highlights circumstances in which the power of electoral
considerations did not increase either as a general election neared or following a mid-term
fall in government popularity. In the previous chapter, this thesis found that falling
popularity led to a shift from monetary to fiscal tightening in the 1981 Budget. Health did
not enjoy the same priority within the Conservatives’ policy framework, so electoral issues
specific to health were subordinated to economic management. On 11 December 1981,
amidst a dispute over nurses’ pay, Fowler wrote to Thatcher counselling that ‘we must
make early and tangible progress towards a new pay system’, protesting that ‘little
progress has been made with the initiative which this government took in August 1980’ to
guarantee the comparability of nurses’ pay in light of the unwillingness of nurses to strike
(Fowler, 1981b). On 16 December 1981, Howe wrote to Thatcher insisting that ‘If, for
example, the nurses are thinking in terms of some kind of standing comparability
arrangement, | do not see how we could possibly move in that direction in advance of the
Megaw report, if at all. It has to be remembered that since the August 1980 initiative to
which Norman refers, the Government has moved decisively away from comparability for
its own employees in withdrawing from the pay research arrangements.’ (Howe, 1981c).
The Treasury’s stance on nurses’ pay hardened between August 1980 and December 1981,
reflecting a less favourable approach to public sector pay generally. This occurred in spite
of the political risks of reneging on promises to nurses and the next election getting closer.
Soroka and Wlezien (2005, pp. 685-687) argue that British government spending decisions
are unresponsive to public opinion in most domestic policy areas, but that health is a
partial exception where public opinion affects spending levels. The finding that general
economic objectives overrode health-specific considerations in 1981 to 1983 suggests that
the electoral importance of health expenditure was conditional on the wider economic and

political context.

4.4.3. Institutions

Institutional pressure from the Treasury was a key driver of both reduced growth in health

expenditure and efforts to apply new management standards to NHS performance during
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Thatcher’s first term. Although the pace of NHS expenditure slowed dramatically from
1981, we should not assume that this was rooted in beliefs about the state’s role in health
care. Wider discussions occurred concerning the balance between state and private
provision, involving Downing Street, but these often did not progress substantially and
arose from Treasury submissions. For instance, the June 1982 minute to Thatcher from
Mount and Walters calling for private finance was a reaction to a study prepared by an
inter-departmental group involving Treasury officials and submitted by Howe (Mount and
Walters, 1982). The task of controlling expenditure within Thatcher’s first term rested on
the Treasury’s interactions with the DHSS, not radical proposals to reform NHS finance. In
particular, the Treasury aimed to control the process of how spending cuts were obtained
as well as the amount cut. In February 1981, the Deputy Secretary for Public Services at the
Treasury wrote to the DHSS, registering concern at their ‘rather disappointing progress’ in
the area of ‘Investment Appraisal’ (capital expenditure) and highlighting issues raised by
the Treasury ‘on which we have not heard from you at all’, chief among them ‘the general
question of NHS performance, efficiency and monitoring.” (Bailey, 1981). This claimed
jurisdiction not only over the amount cut, but over mechanisms for delivering cuts. This in
turn put the Treasury’s role at the centre of NHS policy beyond pure expenditure questions.
Whereas the DHSS was in no hurry to pursue the issue, the Treasury was promoting a
discourse based on efficiency and managerialism. Bailey’s strongly-worded letter was sent
in advance of the 1981 Budget, reflecting the importance of macroeconomic imperatives
for health expenditure and Conservative prioritisation of economic management over area-
specific objectives. Furthermore, the Treasury letter proposed that ‘If any working group is
being set up in the DHSS | hope it will be possible for the Treasury to be represented on it.’
(Bailey, 1981). Not only were the Treasury seeking cuts, but they did not trust the DHSS to
design the requisite processes alone. The Treasury’s desire to be represented on a DHSS
working group indicates a perception that their presence could affect policy outcomes. The
policies promoted by Treasury officials had implications for service organisation and
delivery as well as budgetary issues.

One area in which Conservative policy radicalism increased during Thatcher’s first
term was the contracting-out of non-clinical services, stemming from a Treasury initiative
increase the private sector’s role in public services. This was a policy where institutional
and ideological considerations aligned. Nonetheless, the influence of ideology was
tempered by electoral concerns and the Treasury’s preference for driving forward

implementation over increasing ideological ambition. In a December 1982 letter to
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Thatcher, Howe noted that they had ‘on several occasions discussed the need to reduce
the size of the public sector by contracting out as many functions as possible from central
and local government’ (Howe, 1982b). This confirms that contracting-out related at least in
part to ideological aims. Howe's letter proceeded to outline that he had ‘discussed
progress’ with this agenda, with Fowler and Environment Secretary Michael Heseltine, and
attached a draft paper on the next stages, which made references to NHS pilot schemes
‘initially of catering and cleaning’ (Howe, 1982b). The Treasury was ensuring departmental
compliance. Following a conversation with Howe in which Thatcher requested changes to
make the paper more radical, the Treasury sent Downing Street a re-draft ‘produced by
officials’ in advance of showing it to Howe ‘on his return from Germany tomorrow’
(O’Mara, 1982). In a handwritten note that day, Michael Scholar (Thatcher’s Economic
Affairs Private Secretary) commented to Thatcher, ‘The Treasury have pepped up this paper
a bit (not very much)’, that Fowler and Heseltine ‘have much more radical plans’ but were
worried about the political risk of leaks, and that ‘Mr Ridley and the Chancellor think the
paper should go round and the conclusions agreed as it will “keep up the momentum with
this initiative”’ (Scholar, 1982a). While ministers had radical intentions, political concerns
hindered translating aspirations into official policy decisions. The following day Thatcher
approved circulation (Scholar, 1982b). Subsequent to Thatcher’s approval, Mount (1982b)
wrote to Thatcher suggesting further changes three days later. The paper had already been
circulated and it was agreed by the Cabinet that week (Howe, 1982c; Cabinet Office; 1982).
Despite Thatcher and Mount’s enthusiasm for contacting-out, responsibility for the policy
rested with the Treasury, who prioritised creating the impetus for departments to
implement contacting-out over maximising the degree of radicalism.

The Treasury was monitoring departmental performance in contracting-out. In an
earlier October 1982 letter reporting on progress to Howe, Fowler informed him that ‘I
shall shortly require [health] authorities to seek tenders for all maintenance contracts in
excess of £15,000” and relayed his intention to authorise trialling external auditors for NHS
organisations (Fowler, 1982). Under Treasury supervision, the DHSS began to encourage
greater contracting-out of non-clinical functions in 1982, whereas the 1979 Conservative
Manifesto made no reference to private companies providing non-clinical NHS functions
(Conservative Party, 1979). This instance runs opposite to the expectation of governing
parties being less ideological than in opposition and a government becoming less
ideological with time. This was an exception to the general pattern, underpinned by the

Treasury’s institutional interest in encouraging spending departments to contract-out.
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The 1980 abolition of the Health Services Board (which was charged with regulating
the number of pay beds) is best understood as an effort by Conservative ministers to
restore their ability to achieve their policy objectives. There was a lack of trust in
institutions within the health policy community but outside the core executive. The desire
to increase pay beds was secondary to assuring ministerial control within a contentious
area. This interpretation acknowledges an ideological dimension to the Health Services
Board’s abolition, but draws attention to institutional change as a motivation for policy
selection. Significantly, the Conservatives sought to increase ministerial power early in the
life of the Thatcher administration, rather than waiting for a specific crisis affecting this
field of policy. On 15 June 1979, Downing Street received a letter from Jenkin’s Private
Secretary outlining plans for expanding the provision of private care in NHS hospitals,
noting ‘that part of the proposals is to abolish the Health Services Board, leaving local
management to determine the limit to which NHS facilities can be made available’
(Brereton, 1979). Thatcher underlined this section of the letter and handwrote ‘Good’ next
to it. On the face of it, this proposal was concerned with empowering local hospital
managers, not ministers. However, the detail of the attached consultation paper specified
that ‘The chief purpose will be to restore the Secretary of State’s discretion to allow NHS
facilities to be made available for private patients’, while adding that ‘the Government does
not think it would be acceptable that there should be no ceiling on private practice within
the NHS.” (DHSS, 1979). This illustrates the dual motivations. The covering letter from
Brereton emphasised the expansion of pay beds and local control. The reality confirmed in
the consultation was that abolishing the Health Services Board restored the authority of
Conservative ministers in a policy sub-field that they deemed important while retaining a
‘ceiling on private practice within the NHS’. The main objective was not expanding pay beds
so much as assuring that it was ministers, not the Health Services Board, who controlled
the number of pay beds.

The significance of ministerial performance in affecting the balance between
institutional and electoral considerations is evident in Fowler’s successful request for
Gerard Vaughan to be replaced by Ken Clarke as Minister for Health in March 1982. Where
a minister was not fully seized of his party’s interests, institutional norms were more likely
to prevail. In his memoirs, Clarke recalls that Fowler requested him because ‘Norman’s
existing health minister, Dr Gerry Vaughan, was a good guy but he was a bit weak and
woolly and Norman had no confidence that he would be able to handle the growing

controversies in the National Health Service’ (Clarke, 2016, pp. 121-122). The need for a
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health minister with political judgement led Thatcher to replace Vaughan despite
Vaughan’s medical background. While we must consider the possibility that Clarke in his
memoirs was merely attempting to highlight his own qualities, there is archival evidence
confirming that doubts existed regarding Vaughan’s political awareness. In December 1981,
Vaughan submitted to Downing Street a draft reply to a councillor, to be sent in Thatcher’s
name, regarding a nurses’ pay dispute (Vaughan, 1981). Thatcher commented ‘What a
terrible draft letter this is!” and instructed that it be rewritten by the Downing Street
Political Office (Thatcher, 1981a). The re-drafted version, sent back to the DHSS as an
example for future drafts, was more direct in communicating that ‘we are doing our best
for the National Health Service’ and removed criticism of staff-side negotiators (Thatcher,
1981b). This suggests a perception that Vaughan would approve official drafts without
considering political implications and that Thatcher regarded political judgement as
important. The need for a politically aware minister to ensure that a party’s political
interests are satisfied is demonstrated by Fowler’s request that Clarke be appointed and

Thatcher acceding to this request.

4.5. Second Term

4.5.1. Ideology

Ideological arguments featured in NHS policy discussions in the later stages of Thatcher’s
second term, but did not convince her to change course. When faced with proposals in
1986 for market-oriented reform of the NHS, Thatcher displayed interest but judged it
unfeasible to proceed. In addition, Thatcher was more interested in pursuing changes
elsewhere. Thatcher and close advisers retained an intrinsic preference for private over
state provision. In May 1986, seeking to advise Thatcher on policy, her Principal Private
Secretary Nigel Wicks contended that ‘people turn to the NHS since that is the only way
they can improve their standard of health care. And that means, once the efficiency savings
are made, more public expenditure. So if the Government is to have a chance of keeping
public expenditure down, we need to think more about getting private money into health
provision (and into education where there is a similar problem).” (Wicks, 1986b). This note,
written by a civil servant close to Thatcher and seeking to assist in realising her wishes,
framed private finance as the only means of quelling public appetite for greater

expenditure. Yet in the same note, Wicks commented that ‘Radical reorganisation of the
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cumbersome NHS organisation (Regional Health Authorities, District Health Authorities
etc.), even if this is merited, requires legislation and so is probably (but not inevitably) ruled
out before the Election.” (Wicks, 1986b). The presence of ideological desire for NHS reform
is reflected strongly in Wicks’s note, but the measures necessary were deemed
administratively and politically impractical. Discussing a January 1987 meeting planning the
1987 Conservative Manifesto, Thatcher recalls in her memoirs that ‘I was reluctant to add
the Health Service to the list of areas in which we were proposing fundamental reform —
not least because not enough work had yet been done on it.” (Thatcher, 19954, p. 571). By
contrast, the 1987 Conservative Manifesto promised major changes in secondary
education, ranging from the creation of a national curriculum to the creation of grant-
maintained schools (Conservative Party, 1987). Dorey (2014, p. 113) highlights the
radicalism of the education reforms that followed. Relative to schools, health was not
prioritised in 1987. Thatcher was sympathetic to a more ideological approach, but was not
prepared to commit to it during the second term, even as an ambition for later. Ideological
influences were restrained by the next election’s proximity, a lack of administrative
preparation and a conscious decision to prioritise contentious reforms in other areas of
public policy.

The irony of Thatcher’s decision to delay reform is that the need to develop new
policies early in the 1983 to 1987 Parliament had been anticipated in 1983. In his briefing
for Fowler after the 1983 Election, Ken Stowe (DHSS Permanent Secretary from 1981 to
1987), warned that, ‘there are now commitments on social services [covering the NHS and
social security] which cannot be squared with public expenditure plans’ and ‘The lesson to
be learned [...] about the last Parliament was that all the difficult decisions were deferred
until the end of the third year — and then the issues had to be shelved or buried’ (Stowe,
1983). Stowe recommended preparations so that Fowler would ‘face the fourth year
(starting November 1986) with established policies which are by then bearing fruit. My fear
is that if we here do not start on this process very soon, events will again compel the
Treasury/CPRS/Cabinet Office to do so but too late’ and with ‘the assumption that it is the
policies for the social services which must change — maybe they should, but there are other
options’ (Stowe, 1983). Stowe’s latter comment anticipated that the
‘Treasury/CPRS/Cabinet Office’ would favour lower expenditure over honouring
commitments to social services. Stowe’s fears were borne out by subsequent events. In
March and April 1986, political advisers to Thatcher prepared proposals for NHS reform

after a realisation that the Conservatives’ approach to the NHS had lost focus (Redwood,
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1986; Willetts, 1986). The note from Wicks to Thatcher in May 1986 reflected a desire for a
more radical approach to health policy coupled with an acknowledgement that it was too
late to embark on major changes, particularly those that would require legislation (Wicks,
1986b). This was consistent with Stowe’s 1983 prediction that the core executive would
turn attention to reform by 1986 but that it would then be ‘too late’. The task of rethinking
the NHS was left to advisers around Thatcher. This did not begin in earnest until it was too
difficult to commence reform.

While Stowe’s July 1983 letter lamented slow progress in Thatcher’s first term,
such policy changes as were eventually implemented in her second term were less
extensive than in the first term. This supports the proposition that greater government
longevity reduces the ideological character of policy-making. Relative to the abolition of
area health authorities in Thatcher’s first term, both the 1983 Griffiths Report and the
Conservative policies in response to it were unambitious. The report was issued in October
1983 recommending the creation of an NHS Management Board and the appointment of
general managers for hospitals and other units with the NHS (Griffiths, 1983). The foreword
promised that none of its recommendations required legislation, whereas the abolition of
the area health authorities initiated by Jenkin required the Health Services Act 1980 (Finch,
1981). In December 1983, Mount wrote to Fowler on next steps after the Griffiths Report,
before a Downing Street seminar on DHSS matters, but the agenda for the seminar was
later expanded to resolve an inflamed DHSS-Treasury dispute over short-term spending
(Mount, 1983d; Turnbull, 1984). Concluding a debate on the Griffiths Report in May 1984,
when the government had not yet announced the report’s final acceptance, Clarke
emphasised that ‘I entirely agree with those who say that they do not want the turmoil of
full reorganisation again. | took on this job when the process of the last reorganisation was
under way. The last reorganisation was desirable as it took out a tier of administration and
got more responsibility down to the districts, nearer to patients. The process of
implementation was extremely difficult and put great strain on the staff.” (House of
Commons, 1984a). Clarke defended Jenkin’s re-organisation in principle, but indicated that
the experience had taught him that attempting another could have negative consequences.
Hall (1989, p. 11) highlights that political and economic ideas are more likely to be accepted
where similar policies in the past are associated with favourable outcomes. Conversely,
where the perception of similar past policies is negative, the likelihood of a policy being
selected diminishes. This applied in the case of organisational re-structuring following

Jenkin’s reforms. Whereas the Conservatives embarked on a reorganisation at the start of
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the first term, Clarke was less inclined to be radical in 1984 than Jenkin had been in 1979.
Schumacher et al. (2015) find that a party which is frequently in office is more likely to
become adverse to electoral downsides from policy choices when it is in government
compared to when it is in opposition. Greater Conservative reticence about NHS reform
after several years in government provides an example of risk aversion increasing over
time.

Conservative members exerted pressure on the party centrally and
parliamentarians on health, but this did not necessarily lead to policies more aligned with
New-Right ideology. On the issue of prescription charges, party members’ expressed views
opposed one of the few government measures countering the model of free public
provision. Ministers favoured charges as a means of increasing resources without higher
revenue expenditure. Addressing the House of Commons in March 1985, Fowler argued
that ‘If we want to see more resources going to the health service, charges must make a
contribution to that growth,” implicitly rejecting higher taxation as an alternative (House of
Commons, 1985). Party members were unenthusiastic about transferring the cost of
prescriptions to patients. For example, the Secretary of Workington Conservative
Association wrote to Conservative Central Office in May 1985 posing the question: ‘Does
the government realise the burden being put on its supporters who are just above the level
where they obtain supplementary prescription benefits — i.e. those people who have saved
for a ‘rainy day’ — by increasing prescription charges.’ (Conaway, 1985). Henry Purcell,
Deputy Central Office Agent for the North West Area, forwarded the letter to Robin Harris
(CRD Director) adding ‘l am afraid this letter is indicative of the sort of points we are getting
from time to time around the constituencies’ (Purcell, 1985). Purcell’s comment suggests
that this is not a situation where Workington Conservative Association was out of step with
Conservative members more widely in its opposition to prescription charges. The CRD also
received complaints from associations on other issues, including the withdrawal of
subsidies from opticians from North West Norfolk Association in January 1984 and a letter
from lan Gilmour (a One-Nation Conservative MP) claiming (possibly as cover for his own
views) that his association asked him to complain about NHS manpower cuts in December
1983 (Gilmour, 1983; Warren, 1984). These complaints were not right-wing in character.
Party members who are ideologically out of place are sometimes classed as a distinct
minority (Haute and Carty, 2011). Other research has argued that a majority of party
members are not closely aligned with their party’s ideological position (K6lln and Polk,

2016). On NHS charges and decisions affecting professional livelihoods (like ending
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opticians’ subsidies) such evidence as exists suggests that members disliked NHS policies
rooted in economic liberalism. This casts doubt on the proposition that party members

necessarily push politicians towards more ideological positions.

4.5.2. Electoral Politics

The case of NHS expenditure in the mid-1980s highlights the role of political pledges in
securing outcomes which might otherwise have been thwarted by ideological or
institutional agendas. Rather than electoral politics being solely a concern of politicians,
public pledges ensured that electoral considerations were effectively considered by
officials. Negotiations between the Treasury and the DHSS were framed around statements
by ministers committing to provide resources to NHS programmes. In July 1983, Fowler
wrote to Peter Rees (Chief Secretary to the Treasury) quoting a commitment by Thatcher to
NHS spending figures published in the Public Expenditure White Paper during the previous
election campaign, arguing that only ‘upward rather than downward review’ should be
considered (Fowler, 1983). Upholding such pledges had to be factored into policy decisions.
Civil servants as well as ministers drafted policies and argued cases based on promises
made for party-political gain. Preparing for 1985 Public Expenditure Survey discussions, a
finance official at the DHSS distributed a minute advising his colleagues that the Treasury
would likely question ‘the extent to which the Government really is committed not to
introduce sight tests fees, or fees for dental examinations’ and referenced defensive
material quoting comments by Fowler and Clarke which could be used to establish the
government’s commitments (Burns, 1985). In their dispute over whether to introduce sight
tests and dental charges, the Treasury and the DHSS were compelled to consider the
wording of political commitments entered into by ministers. Brouard et al. (2018, p. 915)
suggest that electoral promises are more likely to influence legislation than public
expenditure patterns due to budgetary constraints. This research shows that electoral
pledges formed an important part of public spending negotiations during the Thatcher
governments. Butler, who was Thatcher’s Principal Private Secretary for three years before
becoming the Treasury’s Second Permanent Secretary and lead official on public
expenditure from 1985 to 1988, noted in his interview, ‘Past ministerial statements and
ministerial promises obviously did play a big part in political discussions about particular
programmes. [...] It often was a case of how you could reach an accommodation which was

as consistent as possible with what the government had previously said and yet still
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achieve the government’s aim.” (Butler, 2019). Civil servants were constrained to work
around political promises. Pledges embedded electoral considerations within official
processes.

The effect of electoral concerns on policy increased with proximity to the 1987
General Election. The salience of electoral factors was also heightened by adverse political
conditions. By mid-1986, policy-makers were grievously worried about criticisms of NHS
under-funding and performance failings. Butler noted in his interview: ‘I do recall health
expenditure being a big political issue. In 1986, | particularly recall that the Prime Minister,
Margaret Thatcher, was very indignant that hospital waiting lists had not been brought
down.’ (Butler, 2019). In the May 1986 minute from Wicks to Thatcher on health, Wicks
noted that the Cabinet had agreed ‘a concerted effort [...] to ensure that the Government’s
achievements providing additional resources for the NHS were presented as effectively as
possible’ and suggested Thatcher tell ministers in a meeting dedicated to NHS issues that
‘So far the Government has not persuaded people of the real improvements in NHS
facilities.” (Wicks, 1986b). An attached note from Bernard Ingham, Thatcher’s Chief Press
Secretary, was notionally focused on the presentational side of the initiative, but was
expressly concerned with how to run a campaign which ‘takes credit for additional
spending within overall priorities’ going to the NHS (Ingham, 1986). The NHS’s financial
settlement in 1986-87 saw a real-terms increase of 4.5%, the second-largest rise in health-
service expenditure during the Thatcher governments and double any of the rises over the
preceding five years (Harker, 2019, p. 14). This constituted the ‘additional resources’
referenced in Wicks’s minute and which the Cabinet wished to highlight. The decision to
increase expenditure after criticism on NHS funding conforms with research suggesting that
governments respond to public opinion when in a difficult political environment (Hobolt
and Klemmensen, 2008, p. 332). This confirms the proposition that a mid-term fall in
government popularity increases the salience of electoral considerations.

Equally, it seems unlikely that such a large rise would have occurred without an
election on the horizon. It is difficult to distinguish between the proximity of next election
and public concern in determining why the Conservatives opted to increase health
spending. In May 1986, Sherbourne (Thatcher’s Political Secretary) sent her a minute
recommending the creation of an NHS policy group, ‘To put forward initiatives on the NHS
which, in addition to their intrinsic worth, would help show the public’ that the government
cared about the NHS, concluding that ‘The overall objective should be that after six months

and then twelve months there was [sic] a real improvement in public perception of our NHS
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achievements.” (Sherbourne, 1986). Sherbourne’s timetable for improving perceptions
followed the lead-up to a general election to be held in the following year (which ultimately
occurred in June 1987). In his interview, Sherbourne recalls, ‘As a general rule, as we
approached what could well be an election, the last six or nine months before June 87, we
were always conscious about: do we want to do anything here which is going to cause a
problem?’ (Sherbourne, 2018). This confirms the influence of electoral proximity on policy-
making. At a November 1986 meeting of the party’s electoral strategy group, Norman
Tebbit (as Party Chairman) reported grim NHS findings from ‘opinion research in the
summer’, with the caveat ‘that since then the Secretary of State’s successful efforts to
defend the Government’s record might have somewhat improved the picture.’
(Conservative Party, 1986a). While Tebbit referred to Fowler’s presentational efforts, this
activity was underpinned by the 1986-87 expansion in NHS expenditure. This example
supports the proposition that electoral considerations increase in importance nearer to
elections.

Advocates of a more economically liberal agenda for the NHS opted make an
electoral case for pursuing alternative approaches. The reliance on political arguments by
Thatcher’s policy advisers reflected the primacy of electoral politics. In a memorandum for
Thatcher in March 1986, David Willetts, who led on health within the Prime Minister’s
Policy Unit, argued that ‘you need policy initiatives to show that this Government has its
own contribution to health care’, noting that ‘In their bones, [voters] do not believe a
Conservative Government cares about the Health Service in the way that a Labour
Government does. So you need distinctively Conservative themes for the Health Service.
That is why talking about higher spending won’t work.” (Willetts, 1986). Having rejected
increasing expenditure, Willetts recommended reforms to primary care and hospitals
based on ‘the themes of choice, standards, efficiency’ where the Conservatives had a
perceived advantage. This presented an electoral justification for policy changes influenced
by neo-liberal economics and reflected a focus on redirecting political debate towards
favourable terrain. Writing on Conservative statecraft under Thatcher up to 1983, primarily
regarding economic policy, one of the objectives identified by Bulpitt (1986, pp. 21-22) is
political argument hegemony. Willetts’s memorandum suggests that a similar thought
process to Bulpitt’s concept of political argument hegemony was employed by some
Conservative policy-makers addressing health when Bulpitt wrote.

Although Willetts saw political advantages in reform, Thatcher was reluctant to

embrace radical change. In his interview, Sherbourne (whose tenure as Thatcher’s Political
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Secretary was 1983 to 1987) recalls that, ‘there was no radical reform of the NHS at that
time and really it was partly because of the sensitivity of the subject. She did sense this
was, “You tamper with this at your peril.”” (Sherbourne, 2018). Sherbourne (2018) also
observed that ‘She was very nervous about being radical because of the fear of being seen
as attacking the NHS.” Conservative anxiety extended to the subject of private medicine. In
July 1984, Adam Ridley (as Lawson’s special adviser) wrote to Sherbourne with costings of a
proposal by Labour spokesman Michael Meacher to nationalise all private medicine (Ridley,
1984c). Asked about the topic, Sherbourne did not recall Ridley’s letter but commented
that ‘Mrs Thatcher was always sort of half-tempted every now and then to look at whether
we should give people who paid for their private health insurance, whether that should be
a tax-deductible expense. | think | and a lot of people were always very nervous about that,
because we thought it would be just politically provocative, unnecessarily so.” (Sherbourne,
2018). Concern about adverse political reactions reflected a more cautious assessment of
the electoral environment than Willetts’s expectation that reform would reset the
narrative in their favour. Despite Thatcher’s sympathy for neo-liberal proposals, electoral

considerations were an obstacle to their progress.

4.5.3. Institutions

The Treasury and the DHSS's rival institutional objectives led to modest, carefully-
negotiated increases in NHS expenditure. Whereas the Treasury strongly pushed for
greater reductions, the DHSS was inclined to defend its budget. Harker (2019, p. 14)
records that NHS expenditure fell from 4.4% to 4.1% of GDP between 1982-83 and 1985-
86, but enjoyed annual real-terms increases from 1983-84 onwards of 2.1% (1983-84), 0.3%
(1984-85) and 1.2% (1985-86). This modest growth was the product of tough negotiations.
At the outset of the Parliament, the Treasury sought to backtrack on agreed figures and
Fowler resisted. At an October 1983 meeting between Fowler and Rees, Fowler objected
that the proposed agreement ‘would produce a lower cash figure for 1984-85 than had
been published in the last White Paper’ and, when faced with a Treasury proposal to alter
the figures’ presentation to disguise this, ‘expressed great reservations about changing the
figures in the body of the Table to a gross basis’ (HM Treasury, 1983). Fowler ultimately
accepted the lower figure with an accompanying presentational change, subject to the
condition that ‘he would find his position very difficult and possibly untenable if the details

leaked before the Autumn Statement’ (O’Mara, 1983). This reveals that Fowler’s greatest
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concern in resisting the cut was not Conservative electoral interests or the change’s merits,
but his ministerial credibility if the concession was publicly acknowledged. This confirms
that policy-makers were interested in protecting their own interests and departmental
interests as well as delivering wider objectives. On expenditure, the Treasury waged battle
against not only Fowler, but district health authorities. Rees wrote to Fowler in January
1984 urging him to reject health authority plans for manpower controls on the grounds
that they were insufficiently stringent (Rees, 1984). The DHSS was frustrated in reverse,
with its Second Permanent Secretary minuting, reacting to an earlier letter that month,
that Rees ‘deserves some sharp retorts in order to restore the position’ ahead of a Downing
Street seminar covering rising expenditure on family practitioner services (Otton, 1984).
Thatcher had let it be known that she concurred with the Treasury (Turnbull, 1984). The
Treasury wished to constrain the DHSS Budget, whereas DHSS officials wished to protect it.
Thain and Wright (1995) discuss the change from volume to cash planning of public
expenditure in 1982, resulting in situations where real-terms forecasts could not be fulfilled
where inflation outran cash growth. The October 1983 meeting reveals that the Treasury
was also willing to revisit cash prior commitments. The Treasury’s refusal to concede led to
the low rate of real-terms growth ultimately recorded for 1984-85 (0.3%), the joint-lowest
annual rise in NHS spending of the Thatcher years (Harker, 2019, p. 14). The Treasury’s
institutional mandate to control public expenditure resulted in a period of restraint in NHS
budgets.

Reducing central government’s accountability for NHS outcomes was a key driver
behind mid-1986 reform proposals. As the next section on Thatcher’s third term will
illustrate, successfully adopting a reform agenda required enthusiastic, proactive ministers,
but incentives to reform existed earlier than political will. Thatcher’s policy advisers
presented a case for changes in NHS management on the basis that the proposals would
secure the elected government’s interests relative to bureaucrats and sectional interests in
the NHS. In April 1986, Thatcher received a minute arguing that managers should become
accountable for raising standards on waiting times and hospital cleanliness, authored by
John Redwood (who headed her Policy Unit from 1983 to 1985 and still advised Thatcher
following his selection as a parliamentary candidate). Redwood (1986) observed that ‘We
are still making no progress in persuading people of our good intentions towards the health
service.” The paper stressed the imperative of linking new ‘management initiatives’ to
‘improvements’ in outcomes, adding that ‘Failure to deliver can then be distanced from the

government’ as managers would be responsible for delivery (Redwood, 1986). This
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identifies re-allocating responsibility for failure as a motivation behind delegating
responsibility to NHS managers and as a way of protecting the Conservatives. The policy
had institutional, electoral and ideological merits. This approach was recognised as distinct
from vote-seeking policies such as increasing NHS resources, which Redwood dismissed by
noting that continuing that ‘there will never be enough [money], and no given increase [in
spending] of itself will ward off criticism’ (Redwood, 1986). The rationale invoked by
Redwood (1986) was similar to that advanced earlier by Willetts (1986) in March 1986 in
making a case for an NHS initiative emphasising standards and choice. Redwood and
Willetts were not successful at this stage. In June 1986, the Cabinet agreed to renew efforts
on publicity for increased expenditure being provided to the NHS (Wicks, 1986c). Such a
strategy was precisely what Redwood counselled Thatcher against. In this instance, short-
term electoral considerations prevailed over policies intended to delegate responsibility.
Lack of ministerial support for more ambitious reforms limited the extent to which
these proposals could progress. Institutional constraints can exert a powerful influence
where departmental ministers are not actively promoting party priorities. The most
strident advocates of policy change were located in Thatcher’s Policy Unit. By contrast,
there was little appetite for the Policy Unit’s neo-liberal vision from Fowler or the DHSS
bureaucracy. In September 1983, Mount commented that ‘The DHSS is, | think, a little
defeatist and defensive’ on health expenditure in a Policy Unit minute to Thatcher (Mount,
1983b). This reveals frustration regarding the DHSS’s unwillingness to be bolder. During
discussions on NHS policy in May 1986, a draft version of a minute from Wicks for Thatcher
included the warning that ‘Mr. Fowler will need extremely careful handling. You want to
make him believe that initiatives agreed are a result of his own decision.’ (Downing Street,
1986). This indicates an expectation of ministerial resistance. Earlier, Thatcher’s copy of
Redwood’s April 1986 minute was ‘much underlined’, indicating interest, and she
requested that its argument ‘be put direct to Norman Fowler and Barney Hayhoe [Clarke’s
successor as Health Minister]’ (Wicks, 1986a). However, Wicks noted that he ‘could just
send it direct to DHSS Private Office, but | have the feeling that that might not get it off to
the best start.” (Wicks, 1986a). This indicates fear that either ministers themselves or DHSS
officials would respond unfavourably to Redwood’s proposal intended to protect
government by re-allocating responsibility for ‘Failure to deliver’ standards promised to
voters (Redwood, 1986). Indeed, the policy would have undermined DHSS efforts to secure
greater expenditure and provoked other health policy actors. Instead, Wicks requested that

Redwood discuss with the Policy Unit ‘how the Prime Minister’s wish might best be carried
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out.” (Wicks, 1986a). Fear of an adverse departmental reaction to Redwood’s proposal
prevented it being formally pursued. Blondel and Manning (2002) highlight ministerial
unreliability as an explanation for the failure of governments to enact their objectives. The
fate of Redwood’s minute suggests that bureaucratic constraints (in this case, the DHSS’s
anticipated opposition) became more limiting where ministers could not be not trusted to

support policy change.

4.6. Third Term

4.6.1. Ideology

Based on the substantive content of policies officially adopted, legislation introducing the
internal market in the 1990 marked NHS policy under Thatcher at its most radical. From
that perspective, the policy casts doubt on the proposition that the significance of ideology
decreases with government longevity. Thatcher initiated a health review in January 1988
involving the DHSS and the Treasury (Klein, 2001, p. 149). The January 1989 White Paper
Working for Patients proposed introducing a purchaser-provider split, to be attained by
allowing hospitals to obtain self-governing status as trusts independent from district health
authorities and GPs to apply for budgets to purchase services for patients (Department of
Health, 1989). These reforms were contained in the National Health Service and
Community Care Act, enacted in June 1990 but only implemented in April 1991, after
Thatcher’s premiership (Klein, 2001, p. 161). These policies had a source of intellectual
inspiration. In her memoirs, Thatcher credits the American economist Alain Enthoven for
‘advancing ideas about creating an internal market in the NHS, whereby market disciplines
would be applied even though a full-scale free market would not’ (Thatcher, 193 p. 607).
Likewise, in his memoirs, Ken Clarke (Health Secretary from July 1988) records that it was
Enthoven’s work which convinced him to pursue a purchaser-provider split (Clarke, 2016, p.
193). This highlights the role of intellectual influences on the late-stage health reforms.
While the reforms did not involve private provision or finance, the idea was to impose
business values through competition within the NHS internal market. As Schumacher et al.
(2015) posit that parties frequently in government become risk-adverse in office, it seems
curious that the Conservatives pursued a more radical policy in their third term.

However, if we examine the motivations behind the decision, we should reject the

argument that Thatcher was primarily driven by ideology in pursuing NHS reform in 1988.
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The reform process had an ideological dimension, but political pressures and an
intervention from Lawson persuaded Thatcher that reforms were required. Significantly,
Thatcher herself was uninterested in health reform following re-election. In her memoirs,
she notes that housing and education were ‘top of the list for reform in 1987’, but that she
‘had reserved Health for detailed consideration later.” (Thatcher, 1995a, p. 606). Thatcher’s
reluctance to revisit health reform in 1987 is also evidenced in Lawson’s memoirs, wherein
Lawson claims that John Moore, who succeeded Fowler as Social Services Secretary in June
1987, ‘had suggested embarking on the reform of the Health Service to Margaret shortly
after his appointment the previous June, and she had firmly warned him off it.” (Lawson,
1992, p. 614). In Lawson’s account, he had the pivotal role in persuading Thatcher that
January 1988 was the time to proceed. Lawson claims that he advised Thatcher before a
dinner ‘towards the end of January 1988’ that NHS reform needed to be tackled because
demands for more funding ‘were almost impossible to resist’ and ‘we had to ensure that, if
we were going to give significant extra taxpayers’ money to the NHS, we would get real
value in terms of improved patient care.” (Lawson, 1992, p. 614). Similar language appears
in Thatcher’s memoirs: ‘the pressure to provide more money for the Health Service was
proving all but irresistible.” (Thatcher, 1995a, p. 608). Lawson has an incentive to emphasise
his own pre-eminence in policy-making. A Downing Street briefing note for Thatcher in
advance of a December 1987 meeting with Lawson shows that the NHS was on the agenda
because ‘the Chancellor may have useful suggestions on how to take this forward’,
although the same note also records that Thatcher already planned a Green Paper
(Norgrove, 1987d). This demonstrates that Lawson was engaged in discussing the issue
with Thatcher, but also that Thatcher saw NHS reform as an objective before the meeting
described in Lawson’s memoirs in the latter half of January 1988. Regardless of chronology,
Thatcher and Lawson’s memoirs illustrate that it was the politics of NHS finance which led
the Conservatives to embrace service reforms in 1988. The motivation for pursuing NHS
reform, at this late stage, was growing financial and political pressure requiring a policy
solution in an area which Thatcher otherwise strongly hoped to avoid. As such,
Conservative pursuit of reform in their third term does not undermine the proposition, that
ideological considerations become less important with time, as much as it might appear to
do so.

We should also reflect on the more radical options which Thatcher or her advisers
favoured but which were not pursued. The Conservatives continued to reject neo-liberal

options for an insurance-based system. The absence of any shift towards private-based
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health care was not for a lack of ideas. In a paper faxed on Christmas Eve 1987, Redwood
(now an MP and still advising informally) wrote to Thatcher lamenting the power of labour
interests in the NHS and proposed ‘attacking the direct labour organisation by introducing a
healthy dose of private sector hospital treatment with a voucher for all NHS patients.’
(Redwood, 1987). While favouring vouchers, Redwood also outlined the more radical
alternative of a ‘compulsory health insurance route’ which removed health care from
general taxation, stressing that this should be ‘clearly identified with a rebate scheme for
those who opted out.” (Redwood, 1987). Likewise, in a paper sent to Thatcher in January
1988, Willetts (who had moved from the Policy Unit to become Director of the CPS)
contended that ‘John Moore is right when he argues that better management and
efficiency are not enough on their own’, arguing that new private finance for health care
was essential (Willetts, 1988). The paper dismissed vouchers as an option due to variations
in costs across age groups, but outlined alternatives such as ‘sponsorship by local
companies of wards in local hospitals’, sharing hospital sites with private providers on a
‘50/50 split’, a large expansion of pay beds and incentivising employer medical insurance by
removing state funding of sick pay (Willetts, 1988). Proposals did not only come from
former Policy Unit members. John O’Sullivan, who now had responsibility for health within
the Policy Unit, submitted a paper at the beginning of the review rejecting ‘a larger
contribution for the NHS from the National Insurance stamp’ on its own, but argued that it
should be pursued ‘As the first step to full NHS funding by social insurance’ (O’Sullivan,
1988a). Thatcher herself favoured radical options in principle. Following his appointment as
Health Secretary, Clarke recalls that Thatcher ‘explained to me at our first one-to-one
policy discussion that the government would provide a residual system in which the
taxpayer would pay the premiums for that section of the population who could not afford
to buy their own insurance, and these premiums would purchase a basic system of
essential care at minimum standards.” (Clarke, 2016, p. 192). Options entailing a major
move towards private finance for the NHS were in circulation and Thatcher was naturally
inclined towards them. It is significant that these options were never seriously pursued.

In finding that that Thatcher failed to select neo-liberal proposals furnished by her
advisers, this thesis provides context to the discontentment felt by right-wing intellectuals
towards the Thatcher governments noted in the existing literature. This finding also calls
into question the relationship between neo-liberalism and policy decisions. New-right
intellectuals had access to Thatcher and used this to present their proposals, but failed. The

CPS, the think tank which Thatcher herself co-founded with Joseph, felt that it had virtually

143



no influence after 1982 (Cockett, 1995, p. 316). When Willetts submitted his January 1988
note, proposing dramatically expanding private finance in the NHS, he had moved from
Thatcher’s Policy Unit to become Director of the CPS (Willetts, 1988). That these proposals
went unheeded reflects the diminished role of New-Right thinkers by the late 1980s.
Thatcher received their ideas, but did not act on them. The significance of this non-decision
should not be underestimated. Jackson (2012, p. 60) argues that neo-liberal think tanks
were disillusioned in particular by Thatcher’s failure to reform the NHS and education in
favour of private provision, which interested them more than limiting union power or
expanding home ownership. If policy areas such as health and education are given
appropriate weight, the role of ideological considerations within the Thatcher governments
accordingly appears to be weaker. The impact of neo-liberal influences on Thatcher’s
health review was limited.

Both Thatcher’s lack of enthusiasm about NHS reform in 1987 and the failure of the
most radical options to be adopted indicate that the relationship between New-Right
ideology and the late 1980s NHS reforms has been exaggerated. In the existing literature,
the late 1980s are presented as a breakthrough period for a radical variant of Thatcherism
which was previously suppressed (Moon, 1994, pp. 47-48; Jessop, 2015, pp. 5-6). Gamble
(1994, p. 155) points to an ideological wave around the 1987 General Election and cites
Thatcher’s NHS reforms as part of this alongside education and local government finance.
Yet Thatcher did not intend health reforms to form part of the more radical measures
introduced in 1987. The motivations behind NHS reform need to be considered separately.
The archival evidence reviewed proves that there was discussion among Thatcher’s
advisers of radical options for reform, altering the financial basis of the NHS (Redwood,
1987; O’Sullivan, 1988a; Willetts, 1988). However, none of their ideas made it into the
January 1989 White Paper Working for Patients (Department of Health, 1989). In his
memoirs, Clarke claims that he was aware that the Policy Unit was working in the
background but never so much as spoke to Willetts (Clarke, 2016, p. 192). Thatcher
selected a Heath Secretary in Clarke with whom she knew had significant ‘philosophical
differences’, but regarded as capable, to replace the self-identifying Thatcherite John
Moore (Thatcher, 1995a, p. 614). This implies that she wanted to limit her radical instincts.
The failure of Redwood, Willetts and O’Sullivan’s proposals suggests that ideological

influences were present but significantly restrained in the formulation of NHS reforms.
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4.6.2. Electoral Politics

The timing of Conservative interest in NHS reform, shortly after the beginning of a new
parliamentary term, affirms the proposition that governments are less sensitive to electoral
concerns at the beginning of a new mandate. Despite Downing Street discussions about
possible reforms in the previous term, it was only in a new term that the Conservatives
pursued this. In the briefing note for Thatcher by her Economic Affairs Private Secretary
David Norgrove before her December 1987 meeting regarding the NHS with Lawson, she
was advised that ‘If a Bill [for the NHS reforms] cannot be introduced in November 1989, |
assume you would not want to introduce such a major and controversial piece of legislation
in the last Session of the Parliament, and it would then slip into the next Parliament.’
(Norgrove, 1987d). Norgrove was conscious that Thatcher ‘would not want to introduce
such a major and controversial piece of legislation’ late in the Parliament and speed was
essential. Policy-makers recognised the electoral consequences of the policy and planned
to act earlier accordingly. In justifying his decision to propose NHS reform to Thatcher in
January 1988, Lawson reasoned that ‘Had we said anything about it in the manifesto, it
would have been disastrous. The start of the new Parliament was the only practical time to
consider the matter.” (Lawson, 1992, p. 614). In relation to fiscal policy, Klomp and de Haan
(2011) argue that decisions are only shaped by the electoral cycle in the short term before
a general election. In the case of NHS reforms, anticipation of future elections influenced
plans after the 1987 Election. Electoral considerations can influence policy-making the
period at the beginning of a new mandate as well as the end, as they can provide an
incentive to bring potentially unpopular policies forward.

Significantly, Thatcher failed in her 1990 attempt to persuade Clarke to halt the
reforms on electoral grounds, revealing the political and institutional obstacles to vote-
maximising. Norgrove (1987d) had predicted that Thatcher ‘would not want to introduce’
NHS reform legislation late in the Parliament. In mid-June 1990, with legislation passed but
implementation yet to begin, Thatcher arranged a seminar with Clarke, Department of
Health officials and several businesspeople, at which she argued that ‘The [Department of
Health’s seminar] presentation had rightly noted that the overall purpose of the reforms
was to create a new internal market [...] yet at other times the need for firm controls to
prevent other than marginal changes in the first year had been emphasised. It was not
clear that this apparent potential conflict in objectives had been resolved.” (Potter, 1990c).

At the eleventh hour, desperate to delay implementation, Thatcher invoked inconsistency
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between liberal and conservative aims (introducing market freedom and strengthening
central control to enforce this). She subsequently wrote to an external attendee (Derek
Rayner) to criticise ‘the quality and depth of the Department of Health’s presentation [at
the seminar]. It was rather too general in nature: | fear we have not yet fully explored the
potential scale and difficulties in implementing the reforms — let alone identified the right
way forward.’ (Thatcher, 1990c). Thatcher did not trust the department and doubted if the
reforms were ‘the right way forward’ at all. Clarke’s memoirs record that, after several
meetings, Thatcher was forced to accept implementation (Clarke, 2016, pp. 210-212).
Thatcher’s concession came on 3 July in a bilateral meeting with Clarke, where he argued
that ‘It would be possible for the Government to win the political argument if the main
structural reforms were already in place before the next election.” (Potter, 1990d). Clarke
had his own electoral case. Thatcher contended that ‘waiting times and waiting lists would
have to show improvement: any deterioration would be blamed on the reforms’, but she
concluded by summarising that ‘in general, the main structural reforms had to go ahead
next year.” (Potter, 1990d). Despite her political concerns, Thatcher now lacked the internal
authority to overrule Clarke, who in turn believed that his timescale was electorally
beneficial.

Thatcher’s unsuccessful intervention to prevent implementation of Clarke’s NHS
reforms until after the next general election was related both to the electoral cycle and
falling government popularity. The proximity of the next election mattered in part because
Thatcher perceived the political conditions to be difficult. A Downing Street letter to the
FCO reveals that the Irish Taoiseach Charles Haughey warned Thatcher in June 1989 ‘not to
try to take on reform of the Health Service too close to an election. It had proved an
absolute killer in the Republic.” (Powell, 1989b). It should be borne in mind that this was a
point made to Thatcher by Haughey, rather than an argument which originated with
Thatcher herself. Nonetheless, it appears to have influenced Thatcher, because Clarke
emphasises that ‘I discovered that she had come up with this idea [deferring health reform
until after the election] during a conversation with Charlie Haughey’ (Clarke, 2016, p. 210).
Yet if Thatcher had been convinced to delay implementation solely by Haughey’s advice
alone, it seems implausible that she would have waited a full year later in June 1990 before
trying to change the timetable. The Thatcher governments lost confidence in their final two
years due to turbulent political and economic conditions, related to Lawson’s October 1989
resignation, the Poll Tax and the NHS reforms (Jessop, 2015, p. 6). Thatcher’s unsuccessful

attempt to halt the NHS reforms shows that electoral considerations become more
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significant at moments of political weakness. The incident also illustrates that, after
committing to a policy, it is difficult for a leader to disentangle themselves even where they
think it electorally wise to do so. For Thatcher to have vetoed the implementation of the
reforms would have risked Clarke’s resignation, which Clarke remarks in his memoirs that
Thatcher ‘probably guessed’ would have been the outcome if she had insisted (Clarke,
2016, p. 211). While electoral considerations (as Thatcher interpreted them) pointed to
delay, she did not have the freedom to defer them given Clarke’s refusal.

An original purpose of the reforms was reframing a troublesome issue. The
Conservatives identified the NHS as an area of political weakness requiring a new narrative.
Before Thatcher launched the health review in January 1988, the government was under
immense political pressure. In December 1987, Nicholas Winterton, a right-wing
Conservative backbencher, representing ‘consultants and junior doctors’, submitted a
petition complaining about deteriorating NHS services; in response, Thatcher pointed to
£90 million in emergency funding announced the previous week and insisted that ‘I do not
believe that the answers to these difficult choices are to be found simply in increasing
expenditure.” (Thatcher, 1987b). On 21 January 1988, Thatcher insisted that they were
providing sufficient NHS expenditure when replying to Gordon Brown (Shadow Chief
Secretary to the Treasury) amidst an alleged crisis (Thatcher, 1988). Four days later in a BBC
interview, Thatcher announced the health review (Dimbleby, 1988). The review was rooted
in controversy during the preceding months. In Redwood’s December 1987 paper to
Thatcher arguing for health reform, he stated ‘Il am persuaded that the existing policy of
paying more money to run the existing system is not going to work and will not last us
through the Parliament. A large number of health service workers are now writing to me
about waste and maladministration.” (Redwood, 1987). The words ‘going to work’ were
underlined by Thatcher. Redwood (1987) followed by arguing that ‘The political trick is to
unleash those forces from within the NHS at the same time as championing patient rights
from without.” This was a strategy for reshaping the debate. In her memoirs, Thatcher
suggests that, by the end of her premiership, ‘the political climate was changing. The
stridency of the BMA’s campaigns against our reforms was leading to a backlash among
moderate doctors. The Labour Party had been put on the defensive and begun themselves
to talk about the need for reforms’ (Thatcher, 1995a, p. 617). This is similar to the
argument put to her by Redwood before she launched the review. The Conservatives saw
political advantages in advancing a new perspective to the public and health-service

workers. Drawing on the method of heresthetics conceptualised by Riker (1986), Shepsle
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(2003, pp. 312-313) argues that politicians on the losing side of a political issue benefit by
redefining the debate and offering grounds for erstwhile opponents to accept their case.
Thatcher and Redwood believed this would be possible with ‘moderate’ health sector

employees.

4.6.3. Institutions

A significant motivation behind NHS reform was curtailing the influence of the Conservative
government’s opponents within NHS structures at a local level. In conflicts over resources
and public accountability for performance, the interests of central government and district
health authorities were frequently opposed. This created incentives to weaken the district
health authorities and impose conditions on public funding. Thatcher was genuinely
dissatisfied with hospital performance under district health authorities, but also resented
their efforts to blame ministers for poor outcomes. In her memoirs, describing her decision
to embrace an NHS review in January 1988, Thatcher (1995a, p. 608) complains that district
health authorities ‘overspent in the first half of the year [1987] and then cut back by closing
wards and postponing operations. They then promptly blamed us, publicizing the sad cases
of patients whose operations had been postponed’, leading to further demands for public
expenditure. Thatcher continued that ‘If more money had to be provided, | was determined
that there must at least be strings attached — and the best way those strings could be
woven together was in the form of a full scale NHS review.’ (Thatcher, 19953, p. 608). The
NHS review in January 1988 formed part of a battle over resources and accountability
between central government and health authorities. Institutional conflict led to policy
change. In March 1988, O’Sullivan sent a minute to Thatcher noting that she had accepted
a list of ideas for NHS reform, including ‘a reduction in the role of NHS committees
composed of political activists and medical vested interests, notably the District Health
Authorities.” (O’Sullivan, 1988b). Thatcher annotated this point with a tick. When
presenting the draft of the White Paper Working for Patients to Cabinet in January 1989,
Thatcher emphasised ‘removing the political element from Health Authorities and making
them more efficient and businesslike bodies’, in addition to allowing hospitals and GPs to
declare independence from health authorities (Cabinet Office, 1989a). Faced with
perceived ‘political’ opposition and blame-shifting, the Conservatives enacted reforms
which removed the power of health authorities and placed the onus of delivering better

outcomes onto providers. Public service bargains based on management quality offer the
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advantage of evading blame for poor outcomes while adopting a posture as a defender of
service users (Hood and Lodge, 2006, p. 172). The Conservatives aimed for both of these
advantages, but with an additional political dimension because they perceived some health
authorities as ideological and political enemies. This shows the inter-relationships between
institutional, ideological and electoral considerations, and should direct our attention
towards the role of institutions in promoting or opposing ideas.

Imposing conditionality and restraining long-term health expenditure motivated
the Treasury to advocate greater competition in the NHS. As the commercial incentives in a
purchaser-provider split aligned with the Treasury’s institutional values, they provided vital
support for NHS reforms at an early stage. Institutional motivations led Treasury policy-
makers to co-opt a policy which was compatible with its institutional norms. The ministerial
group set up by Thatcher to undertake the health review in 1988 consisted of Lawson and
Major (as Chief Secretary) in addition to Thatcher herself and the Secretary of State and
junior minister at the DHSS and then the Department of Health (Major, 1999 p. 107). In
February 1988, the Treasury submitted two papers for discussion, one entitled ‘Greater
Competition in the NHS’ and the second entitled ‘Consumer Choice’, outlining different
options for creating an internal market (HM Treasury, 1988b; HM Treasury, 1988c). The
first paper emphasised that ‘there is a danger that competition would be solely in terms of
quality of service, and hence generate further cost pressures. Choices in the system need to
be reinforced by financial transactions which determine resource allocation: in other
words, the money should follow the patient.” (HM Treasury, 1988b). Money following the
patient was the logic which would later underpin the January 1989 White Paper Working
for Patients and the creation of a purchaser-provider split (Department of Health, 1989).
The Treasury sponsored this reform agenda because a purchaser-provider split was
perceived as a form of expenditure restraint.

The Treasury’s sympathy for NHS reforms as means of reducing expenditure in the
long run meant that the health review benefited from institutional support, but had
implications for the type of reform that resulted. The Treasury’s institutional preference
was towards controlling public expenditure. Leo Pliatzky, who was the Second Permanent
Secretary heading the Treasury’s public expenditure command in the 1970s, describes the
Treasury’s strong inclination to oppose bids for additional expenditure and seek savings
within departmental budgets to compensate for successful bids (Pliatzky, 1989, p. 42). In
her memoirs, Thatcher (1995a, p. 612) criticises the Treasury for making an ultimately

unsuccessful proposal whereby hospital budgets would be top-sliced and re-allocated to
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high-performing hospitals, arguing that this was ‘a characteristic Treasury device to assert
its central control of spending and disguise it as extending consumer choice.” Thatcher
recognised the Treasury’s institutional motivation (though we should bear in mind that
Thatcher has reason to denigrate Lawson’s contribution). Although the Treasury was
unsuccessful in its proposal to top-slice and re-allocate hospital budgets, its hope to use the
NHS reforms as a means of controlling expenditure was important in starting the reform
process. Before the review was announced, Lawson was in dialogue with Thatcher
regarding NHS reforms and claims to have proposed a review first (Norgrove, 1987d;
Lawson, 1992, p. 614). The Treasury then proposed that competition should be defined by
financial incentives and not service quality (HM Treasury, 1988b). Carstensen and Schmidt
(2016, p. 326) identify ‘power over ideas’ as a form of ideational power whereby an actor
can shape the understanding of an idea according to its preferences. The Treasury’s
partially successful attempt to promote and define NHS reform as a means of controlling
expenditure should be understood as an instance of an institution exerting ‘power over
ideas’.

John Moore’s support for private medicine and loyalty to Thatcher were both
important in overcoming opposition to tax relief for private health care in 1988. Clarke’s
lack of enthusiasm and greater independence from Thatcher prevented further moves in
this direction. This confirms that institutional constraints are stronger where ministers are
less committed to their party’s aims. In his January 1988 paper for Thatcher, O’Sullivan
reported that ‘the DHSS figures in Appendix 2 suggest that the net cost to the Exchequer
(i.e. deadweight cost minus NHS savings) would be considerable’, with ‘the |east expensive
option (i.e. £19 million per annum)’ being ‘tax relief for an estimated 50,000 people over
65’ (O’Sullivan, 1988a). The Treasury and Lawson opposed new tax reliefs for private health
care (Thatcher, 19954, p. 612). Referring to the tax relief for the elderly, Thatcher (1995a,
p. 613) recalls that ‘Nigel [Lawson] fought hard against these limited tax reliefs but | got it
through with John Moore’s help in the first part of July.” With Moore’s support, Thatcher
was able to secure this concession, whereas she would have faced difficulty overruling the
Treasury without the responsible minister’s support. Sequentially, Thatcher retained
Moore as Social Services Secretary in charge of the DHSS as a single department until after
this was agreed with the Treasury and then split the DHSS later the same month. In his
interview, Butler (who became Cabinet Secretary in January 1988) recalls that Thatcher
split the DHSS due to ‘the unwieldiness of the department and a feeling that there were

important things to be done in each area, and that John Moore was not a sufficiently
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robust and effective minister to do both.’ (Butler, 2019). Despite her concerns, Thatcher
appears to have delayed acting until her victory on tax relief. Discussing the ‘compromise’
of tax relief for over-65s, Lawson laments in his memoirs that ‘had | known that, within
weeks, John Moore would have been replaced by the more robust Kenneth Clarke, | would
not have made even this concession.’ (Lawson, 1992, p. 617). Clarke’s appointment at the
end of July 1988 was a turning point. Describing a handover with his predecessor, Clarke
recalls Moore reassuring him that Thatcher had promised to compel Lawson ‘to provide tax
relief for personal contributions to private health plans’, presumably intending to go
further than the tax relief for the elderly, only for Clarke to advise Moore that he had
already sided with Lawson against Thatcher regarding the matter (Clarke, 2016, p. 191).
Praising Moore in her memoirs, Thatcher noted that ‘he had pushed hard for tax reliefs,
which Ken Clarke would not have done.” (Thatcher, 1995a p. 614). These accounts show
recognition that ministers’ fealty to their party leader’s objectives and ideational
inclinations had significant consequences for whether institutional objections to a

particular policy would prevail.

4.7. Conclusion

In evaluating Conservative health care policy motivations, this thesis has shown that
organisational and expenditure policy decisions were influenced by electoral and
institutional considerations concerning managing demands for greater resources and
strengthening the power of the centre within NHS structures. This influenced policies from
the abolition of area health authorities planned by Jenkin in opposition and enacted by the
Health Services Act 1980, to Clarke’s 1989 proposal that hospitals and general practices
should be able to apply for autonomy from district health authorities. The latter proposal
also served to remove ‘the political element’ from health authorities (Cabinet Office,
1989a). From the late 1970s to the late 1980s, the Conservatives did not trust the
effectiveness or the reliability of health authorities to manage services. This was related
both to resource levels and avoiding blame for poor outcomes. The 1988 review was in part
a response to criticism from health authorities over lack of funding (Thatcher, 19954, p.
607). Conservative policy-makers selected policies designed to ensure local compliance
with the fiscal and organisational demands of central government, as well as to defeat

perceived sources of opposition in the NHS
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Electoral factors chiefly caused policy change when the Conservatives perceived
that their existing policies threatened their re-election. This is why the period before the
1987 General Election was preceded by a substantial increase in expenditure, whereas the
period before the 1983 General Election was preceded by relative restraint (Harker, 2019,
p. 14). The distinction was that the 1987 General Election came after acute concerns
among Thatcher’s advisers about public perceptions of NHS resources (Ingham, 1986;
Willetts, 1986). Except where the demands of the electoral cycle or falling popularity
required policy change, electoral considerations were often a force for policy stability. At
times when electoral politics was less central, institutional factors provided the driving
force behind decision-making. In particular, the Treasury had an institutional bias towards
controlling public expenditure, as well as promoting norms of efficiency and financial
management. Initiatives such as financial performance management and contracting-out
originated with the Treasury rather than the DHSS (Bailey, 1981; Howe, 1982b). Similarly,
the Treasury proposed the purchaser-provider split (HM Treasury, 1988b); this would later
provide the basis of the Working for Patients White Paper (Department of Health, 1989).
This supports Hall’s observation that policies which are compatible with the interests and
values of state institutions are more likely to be selected (Hall, 1994, p. 11). This was
reflected in health care policy under Thatcher.

Finally, ideological considerations were never altogether absent in Conservative
policy-making. Rather, reforms closely related to New-Right ideology were commonly
presented, but rarely selected. Ideologically-driven proposals for health reform were a
persistent feature. In September 1975, Joseph and Fowler sympathetically discussed GP
charges and a French-style insurance system (Mockler, 1975). At the other end of the
period, the 1988 NHS review featured proposals for vouchers, sponsored hospital wards
and the transfer of most patients to a private insurance system from Thatcher’s advisers
(O’Sullivan, 1988a; Redwood, 1987; Willetts, 1988). Yet despite Thatcher’s ideological
instincts, she was unwilling to contemplate these policies for electoral reasons. For
instance, her reaction to a CPRS paper questioning the basis of NHS finances and proposing
GP charges was to bury it (Sparrow, 1982). Thatcher’s caution even led her to attempt to
delay the more modest reforms passed in 1990, only failing due to the objections of a
minister to her left (Potter, 1990d; Clarke, 2016, pp. 210-212). Smaller-scale ideological
initiatives were pursued, such as limited moves on tax relief for private insurance, but

these were curtailed where they ran against the Treasury’s preferences (Howe, 1981a;

152



Lawson, 1992, p. 612). Ideological considerations were consistently subordinated to both

electoral and institutional considerations when they conflicted.
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Chapter 5: Defence

5.1. Introduction

This chapter is concerned with the influence of ideological, electoral and institutional
considerations on Conservative defence policy under Thatcher. Addressing Conservative
Conference in October 1978, Thatcher observed ‘| am often told that there are no votes to
be won by talking about defence and foreign policy. Well, | intend to go on talking about
them, especially with elections to the European Parliament approaching.” (Thatcher,
1978b). Her opinion on the electoral opportunities of defence also features in Thatcher’s
speech to the Conservative Central Council in March 1979. The written draft promised ‘We
shall rebuild our defences and in so doing strengthen the [Western] alliance. That must be
a prime task for the new Conservative Government in the years which lie ahead.” (Thatcher,
1979a). For delivery, Thatcher added in handwriting: ‘Most of these things the great
majority of our people believe.” Strong national defences was a commitment on which
Thatcher sensed that voters shared her sentiments. It is no surprise therefore that, in the
Manchester Evening News on 2 May 1979, the eve of the 1979 General Election, Thatcher
qualified her general commitment to cut public expenditure: ‘True, we shall spend more on
police and defence, because if the citizen is not defended against violence from inside or
outside the country, he has nothing.” (Thatcher, 1979c). Her emphasis on the state as
protector reflects the New-Right ideology within which Gamble (1994) situates Thatcher’s
leadership: favouring a free-market economy combined with a state which upholds its
authority against the internal and external foes of a moral society. The latter, more
conservative half of Thatcherite thinking must not be overlooked. Consistent with Gamble's
argument, under the Conservative governments from 1979 to 1997, expenditure on ‘public
order and safety’ (covering policing) enjoyed an average annual real-terms increase of
4.0%, marginally higher than any other category of public expenditure (Chote et al. 2010, p.
10). This rise is what Thatcher’s words in 1979 suggested. By comparison, the same figures
show defence expenditure contracted by an annual average of 0.5% across the Thatcher
and Major governments, compared to rises of 3.8% (social security), 3.2% (NHS) and 1.5%
(education) elsewhere. Far from this merely reflecting the fall of the Soviet Union in 1991,
Hampshire (2015) has shown that the Conservatives were bedevilled by bitter disputes
over defence funding in the first eighteen months after May 1979, by the end of which

Thatcher reluctantly sided with those favouring lower expenditure. There is a question
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mark over why neither the electoral nor ideological significance of defence did not result in
the generosity that Thatcher promised in opposition.

The argument of this chapter is that political and administrative scepticism of the
value of defence expenditure (in terms of both its electoral and policy merits) meant that
defence was not prioritised compared to objectives relating to the economy and public
services. Thatcher had a dim view of inefficiency in defence contracts, heightened by
procurement problems in the mid-1980s and her dispute with Michael Heseltine over the
Westland affair. Institutional perceptions of waste at the MOD were shared by
Conservative politicians and advisers as well as civil servants at the Cabinet Office and the
Treasury. Throughout the period, Cabinet Office and the Treasury officials had a critical role
in resolving ministerial disputes in a way that allowed short-term increases (resolving
political concerns) while ensuring a trajectory of lower expenditure. After 1979, to the
extent that the Conservatives saw defence as a vote winner, this chapter argues it was
protecting Britain’s interests in specific contexts (such as the Falklands War and the
retention of a strategic nuclear deterrent) that they focused on, rather than the overall
proportion of national resources provided to defence. By the late 1980s in particular, it was
recognised that expenditure on health and education had greater electoral purchase. It is
therefore necessary to distinguish conventional capability from wider security policy. When
addressing international security issues, the Conservatives ensured that they satisfied their
electoral interests, particularly nearer a general election. For instance, Thatcher’s strident
reaction to Reagan’s proposed concessions on arms control at the October 1986 Reykjavik
Summit was rooted in domestic politics with an eye on the forthcoming election. Similarly,
while international diplomatic constraints were significant in conflicts such as the Falklands
War and the Gulf War, the Conservatives endeavoured to ensure that the balance between
military force and diplomacy was consistent with political interests. In shaping defence
policy, electoral and institutional factors were more significant than ideology.

As a case, defence is not as frequently discussed as domestic policy areas in
existing political-science literature considering Thatcherism. For instance, Farrall and Hay’s
edited collection reassessing Thatcherite policy-making contains no chapter on defence or
foreign affairs (Farrall and Hay, 2014). Yet it is recognised that the Cold War provided
important context for the Thatcher era and that the Falklands War was one of the defining
moments of her premiership. Vinen (2012) argues that the very notion of Thatcherism is
less an ideological construct and more a product of late-Cold War anti-Communism. Yet

framing Conservatism under Thatcher primarily with reference to the Cold War makes
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falling defence expenditure just as acute as when evaluating the interpretation of Gamble
(1994). Furthermore, Sanders et al. (1987) have cast doubt on the significance of the
Falklands War in shaping the outcome of the 1983 General Election, raising the question of
how the Conservatives perceived electoral considerations surrounding military conflict.
Using interview evidence for a comprehensive study of defence policy from 1979 to 1990,
Dorman (2002) provides a guide to how defence policy was made within the MOD across
the Thatcher governments, but does not focus on either why policy was made or the
significance of defence within the wider Conservative agenda. Dorman (2002) also does not
cover Conservative policy in opposition and was produced before the availability of the
main archival sources. Utilising archival evidence, this chapter provides an overview of
defence policy with particular focus on the paradox presented by declining defence
expenditure in light of ideological and electoral commitments.

The first section of the chapter discusses New-Right ideology in relation to defence.
This highlights the mixture of conservative elements (including a commitment to state
authority, anti-Communism, neo-Conservatism and belief that Britain should be a great
power) with economic liberalism. This section identifies contradictions within and between
conservative and liberal ideological beliefs. The second section argues that, from 1975 to
1979, the electoral value in promising higher defence expenditure was attacking Labour
cuts, but that specific promises were delayed until the general election in order to allow
general attacks on Labour expenditure plans unencumbered by promising more money for
defence. Out of office, Thatcher was freer to make hard-line statements out of line with
North Atlantic Treaty Organisation (NATO) arms control policy, but institutional constraints
intensified closer to the 1979 General Election. The third section argues that Conservative
approaches to the Falklands War and Polaris replacement were influenced by the
expectations of the American administrations, but that both matters were consciously
managed in a way that safeguarded Conservative electoral interests. In office, fiscal policy
choices and the Treasury’s institutional power obstructed plans for vastly greater defence
expenditure developed in opposition. The fourth section illustrates that ideology did not
stop ministers reining in defence expenditure with the end of the commitment to the NATO
target for 3% real-terms annual increases. This was driven by domestic institutional
resentment towards NATO obligations and alternative political priorities. Thatcher
regarded positioning on Trident and arms control to be more electorally important than
higher expenditure. The fifth section demonstrates that the significance of ideology in

decisions on short-range nuclear forces and the Gulf War was limited by international
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constraints and the unwillingness of other British policy-makers to follow Thatcher’s views.
The section also argues that perceptions of inefficiency in defence procurement led the
Conservatives to be much less sympathetic to defence spending than they were during

opposition and the first term in office.

5.2. Operationalisation of New-Right Ideology

The conservative school of New-Right ideology was characterised by an understanding of
defence as a necessary function of a strong state, anti-Communism (giving an ideological
dimension to conflict with Soviet Russia), neo-conservatism (specifically belief in American
leadership as a provider of security), and a notion of Britain as a great power. If ideological
concerns were the premier consideration, we would expect defence policy to have been
shaped by a combination of these beliefs. Anti-Communism and support for state authority
are both emphasised by Gamble (1994, p. 63), who argues that members of the Anglo-
American New-Right perceived the Soviet Union as a totalitarian danger to western
societies and saw robust defences as needed to defeat this threat. Gamble (1994, p. 68)
presents the conservative wing of the New Right as part of Thatcherism’s intellectual
foundations. Gamble (1994, p. 171) also cites the Thatcher governments’ stances on
defence and the Falklands War as re-establishing an impression of state authority alongside
domestic actions on home affairs and trade-union reform. Gamble is not the only scholar
persuaded of the Cold War’s relevance. While arguing for a non-ideological definition of
Thatcherism, Vinen (2012, p. 199) contends that Thatcherism originated in the Cold War
divide between Communism and anti-Communism. Vinen (2012, p. 213) also argues that
Thatcherism rested on a presumption (shared with previous administrations) that Britain
should be a great power. In the same compilation, Gamble (2012, p. 232) suggests that the
neo-conservative component of Thatcherism has received too little attention and that, in a
British context, neo-conservatism involved commitment to American leadership in
international security. More broadly, the American neo-conservative tradition (rooted in
early American liberal responses to the Cold War’s onset) emphasised the direct danger
posed by the Soviet Union to western values, criticised the failure of mainstream liberals to
respond adequately (especially in the aftermath of the Vietham War), and advocated a
worldwide agenda to establish American supremacy, including through external support for
democracy (Ehrman, 2005). Within right-wing thought, there were tensions between a

strong Atlanticist outlook and post-imperial assertions of British foreign policy autonomy

157



such as the Falklands War (Gray, 1983, p. 279). Just as Conservative economic debates
featured conflicting liberal tendencies, conservative influences on defence strategy did not
always point in the same direction.

While defence is highly relevant to conservative aspects of New-Right ideology
focused on countering what Gamble (1994, pp. 63-64) terms ‘enemies without’, this thesis
will also evaluate the influence of New-Right ideology by considering the role of liberal
economics in defence policy-making. DeVore (2019, p. 876) notes tension between the
assumption shared by key neo-liberal thinkers, particularly Hayek, that defence is a
legitimate sphere for state involvement, and neo-liberal criticism of existing defence
practices as akin to economic planning and innately wasteful. DeVore (2019, p. 888) claims
that neo-liberals in government, from the 1980s to the present day, have disregarded the
tendency of earlier writers to treat defence as a special case where the doctrines of market
liberalism should be applied cautiously. His argument suggests that, despite the efforts of
leading neo-liberals to theoretically reconcile both New-Right instincts, conservative and
liberal tenets were not always compatible when making policy. Discussing aircraft
procurement and the Thatcher governments, DeVore (2019) argues that the principal neo-
liberal policy objectives were encouraging competition between businesses for defence
contracts and out-sourcing to private companies. This was underpinned by a view that
market competition and private sector methods would lead to lower costs and greater
adaptability (DeVore, 2019, pp. 878-879). This outlook was held by at least some
Conservative politicians under Thatcher. Heseltine (who served as Defence Secretary from
1983 to 1986) observes in his memoirs that, ‘The long-term costing [for defence
expenditure] was literally a ten-year programme’ and complains that ‘To any manager with
the remotest idea of the real world the idea of this rectangular slab of ten-year expenditure
was nonsense.” (Heseltine, 2000, p. 267). This reveals belief that defence procurement
should be subject to similar market forces as other areas of life, consistent with the neo-
liberal desire to increase efficiency in defence. Heseltine (2000, p. 268) outlines three
approaches he could have taken to reduce the budget (cancelling orders, extending
contract timelines and greater efficiency), out of which he preferred the final option,
namely ‘to grip the contractual process and introduce competition.’ In itself, this does not
demonstrate neo-liberal influence on policy selection, as there are underlying questions as
to why Heseltine wished to cut the budget at all and why he preferred that method. Yet
Heseltine’s memoirs do establish that the neo-liberal policy ideas noted by DeVore (2019)

were in circulation and that Heseltine (not the most economically dry of Thatcher’s
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ministers) was ideologically inclined towards subjecting defence to competitive pressures.
This thesis will consider the role of both conservative and liberal ideological components to

New-Right ideology, as well as the coherence of these influences taken together.

5.3. Opposition

5.3.1. Ideology

By partially negating the need to follow the incumbent American administration’s policies,
opposition party status enabled Thatcher to articulate a more distinctive, aggressive
ideological position than may have been possible in government. This ideological stance
comprised anti-Communism, a desire for stronger American leadership against the Soviet
Union and express commitment to a well-resourced military. The lesser demands of
diplomacy in opposition, added to the absence of political constraints affecting domestic
policy, brought ideology to the fore in defence policy early in Thatcher’s leadership.
Speaking to the Chelsea Conservative Association in July 1975, Thatcher attacked the
Anglo-American policy of détente, warning that ‘the fact remains that throughout this
decade of detente, the armed forces of the Soviet Union have increased, are increasing,
and show no signs of diminishing’ (Thatcher, 1975a). In the same speech, Thatcher insisted
that ‘The power of NATO is already as [sic] its lowest safe limit. And [...] if we reduce our
conventional forces further, then should hostilities break out, there would be no effective
middle course between surrender or the early use of nuclear weapons.’ (Thatcher, 1975a).
Thatcher distinguished herself as an opponent of disarmament (without equivalent
reductions in Soviet conventional forces) and supporter of higher defence expenditure. In
her memoirs, Thatcher explains her scepticism regarding American policy in this period and
that it was ‘the preparations for the Helsinki Summit [between the Soviet Union and the
western powers] that triggered my decision to’ give the July 1975 speech (Thatcher, 1995b,
p. 349). Thatcher disagreed with the western allies’ direction and wished to make it known.
Publicly deviating from American policy would have been harder in government. Later, in
January 1976, Thatcher delivered the more famous speech at Kensington Town Hall which
led The Red Star to christen her as ‘The Iron Lady’ (Moore, 2014, pp. 332-333). She also
maintained communication with Ronald Reagan during the Carter administration, who
informed her in December 1978 that ‘On my visits in France and Germany | found that most

leaders share your concerns about European defense matters.” (Reagan, 1978). This
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confirms that Thatcher’s private feelings matched her public speeches. Lewis (2017) finds
that American political parties which do not control the presidency are more likely to be
unsupportive of military action relative to parties with a presidential incumbent. In late-
1970s Britain, it is significant that the Conservatives as an opposition party adopted a less
emollient tone towards external enemies. This may reflect that opposition policy is made in
reaction to government actions, as Conservative policy evolved in response to perceived
Labour weakness. In turn, Labour policy was tied to external developments, which posed
less of a restraint on Conservative policy. Outside of government, Thatcher exercised some
freedom in discussing her policy views.

Tensions between conservative and liberal tenets of New-Right ideology led to
inconsistencies in policy-making on defence expenditure. Ideological considerations meant
that defence expenditure was granted a special status relative to spending in other areas,
but there was ambiguity over how much ring-fencing to which defence was entitled. This
involved a clash between opposing ideological convictions as well as between ideological
and electoral concerns. At times, defence was awarded exemption from expenditure cuts,
but on other occasions a more nuanced approach was adopted consistent with general
scepticism of public expenditure. At a June 1975 Shadow Cabinet meeting, discussing
upcoming votes on defence expenditure, ‘Some members felt that there might be a
difficulty in reconciling policies which would increase proposed defence spending with our
insistence on cutting public expenditure in general. Others stressed the primacy of defence’
(CRD, 1975c). Weighing ideological and political factors, the meeting decided ‘that we
should stress in our overall defence policy the need to keep our commitments to our allies,
and the increased spending of our potential enemies rather than allow the argument to be
dominated by comparisons of particular amounts of public expenditure.” (CRD, 1975c). This
approach gave the Conservatives licence to criticise Labour without committing themselves
to any specific level of expenditure or even necessarily to an increase in the overall defence
budget. By contrast, in a paper on public expenditure for the Conservatives’ Advisory
Committee on Policy in June 1976, Geoffrey Howe stated ‘Some of the savings will have to
be not just in money spent, but in real activities or programmes involving employment and
procurement —and in almost every policy aspect of Government except Defence.” (Howe,
1976b). Howe as Shadow Chancellor had no incentive to protect defence, but he expressly
excluded defence expenditure from the cuts to be required in all other departments. In
both the June 1975 Shadow Cabinet discussion and Howe’s June 1976 paper, the impulse

to protect defence expenditure is evident, but there were different degrees of certainty
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over what prioritising defence meant. This reflected competing ideological values and the
difficulty of combining demands for rising defence expenditure with the overall message to
the electorate.

In shifting Conservative defence policy to support expanding resources, Thatcher
and other Shadow cabinet members’ personal views appear to have been more significant
than input from party members. This finding challenges the proposition that pressure from
party members determines the relationship between ideology and policy-making.
Thatcher’s 1975 speech attacking détente was made to the Chelsea Conservative
Association, but it was prompted by her own reaction to the Helsinki summit (Thatcher,
1995b, p. 349). At an April 1975 Shadow Cabinet meeting, ‘Sir Keith Joseph suggested that
these [external defences] had become so weak — with the conscript armies of the NATO
allies being penetrated by the extreme Left, and the constant inroads of inflation — that
Britain might face the danger of “Finlandisation”.” (CRD, 1975a). In the same meeting,
Howe noted the lack of a defence review undertaken by ministers and stated that ‘He
would be willing to see more spent if such a review proved it necessary.” (CRD, 1975a). At
the earliest stages of Thatcher’s leadership, she and her senior colleagues already saw
defence as a priority. The perceived views of Conservative members could influence policy,
but to the extent that ordinary party members were engaged with defence issues, the
matters of greatest concern were not necessarily overall expenditure or strategic
questions. In particular, Conservative members were interested in the welfare of service
members and, before Conservative Conference in October 1977, a number of relevant
motions were submitted. The Shadow Cabinet ‘agreed that Mr. Maude [Angus Maude, the
Deputy Party Chairman] should write to Mr. Davies [John Davies, Shadow Foreign
Secretary] suggesting that his speech should contain an adequate reference in reply to all
the motions on forces’ pay and conditions’ in the foreign affairs and defence debate. (CRD,
1977). This sentiment was reflected in the 1979 Conservative Manifesto with a
commitment to ‘give our servicemen decent living conditions, bring their pay up to full
comparability with their civilian counterparts immediately and keep it there.” (Conservative
Party, 1979). Party views affected policy on military pay and conditions, but influence on
wider strategic questions was incidental to the direction in which Thatcher was already
moving. Kelly (1989) argues the influence exerted by Conservative conferences on policy-
making is greater than has traditionally been understood. In this case, defence policy under
Thatcher in opposition was driven by primarily by elite processes rather than the party

conference. Conservative support for higher defence expenditure in opposition principally
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stemmed from the genuine beliefs of senior politicians rather than requiring pressure from

activists.

5.3.2. Electoral Politics

Although the Conservatives regarded higher defence expenditure as ideologically
attractive, and fiercely attacked Labour over defence cuts, perceived electoral interest in
sustaining their overall attack on Labour’s fiscal stance initially persuaded Conservative
policy-makers in opposition to avoid committing to rising spending. The Conservatives
attached importance to maintaining a single electoral message when setting policy for
specific areas. Early in opposition, despite staunch criticism of Labour defence cuts, the
Conservatives qualified their own commitment to increasing defence resources. In October
1975, ahead of the Conservative Conference, Thatcher wrote to the Shadow Defence
Secretary, George Younger, to emphasise ‘the over-riding importance of avoiding any
commitments to any net increases in public spending’, noting that Labour politicians were
now calling for lower public spending and that ‘Our own credibility could be fatally
damaged if we did not re-emphasise the same message.” (Thatcher, 1975b). A similar letter
was sent to other members of the Shadow Cabinet, but no exception was spelled out for
defence. Thatcher concluded the letter by requiring ‘offsetting savings’ to be found from
within the same policy areas as any new spending commitments and noting that ‘we must
all make it clear that some reductions are likely in almost every area of Government.’
(Thatcher, 1975b). Citing the need to maintain an electoral advantage over Labour on
public expenditure overall, Thatcher forbade Younger from promising increases for
defence. Across the board, Thatcher resisted internal party pressures for more spending to
maintain credibility. Subsequently, in February 1976, Younger’s successor as Shadow
Defence Secretary, lan Gilmour, prepared a paper on ‘The Cost of Defence’, highlighting
that ‘It is no part of our case that there should never be any cuts in defence expenditure’
and that ‘We should consistently seek ways of getting better value for money’, before
arguing: ‘It has to be clearly understood, however, that in Opposition we cannot formulate,
let alone cost, an alternative defence policy’ (Gilmour, 1976). This presented a rationale for
critiquing Labour’s defence cuts as irresponsible whilst reserving their own position on
future expenditure. The overall electoral strategy was a more significant force than

ideological sympathy for defence. During 1975 and 1976, electoral interest led the
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Conservatives to pursue the twin aims of criticising Labour cuts and refusing to specify the
details of their own policy.

The shift over 1977 to 1979 towards an explicit commitment to increasing
resources was partly related to the proximity of the next general election. Whereas political
considerations in 1975 dictated restraint in spending commitments, the next election’s
closeness by late 1977 (given uncertainty over timing) meant that tangible policy offers
were beginning to be developed. Defence was prioritised partly because it served as an
effective attack line against Labour and partly due to ideological preferences. At a July 1978
Shadow Cabinet meeting to discuss a draft manifesto for an anticipated election in the
autumn, ‘Mrs. Thatcher pointed out that because a large number of “nuggets” were being
inserted in the Manifesto at the last minute, we were in danger of losing our credibility on
the reduction of expenditure.” (CRD, 1978c). A balance had been to be struck. Thatcher
‘proposed that the next Manifesto draft should put the main emphasis on a few central
objectives on which everything else depended: a) the cutting of taxes and b) strengthening
internal and external defence’, with all ‘other spending pledges conditional on our meeting
these pledges first’ (CRD, 1978c). Higher defence spending was selected by Thatcher as one
of few pledges to be given prominence in the manifesto alongside tax cuts. The key shift
began prior to the July 1978 Shadow Cabinet meeting and would crystallise further still by
1979. In The Right Approach, published October 1976, the Conservatives emphasised their
‘repeatedly stressed intention to strengthen Britain's defences’, but qualified this by noting
‘It would be irresponsible, and anyway impossible, to say by precisely how much we shall
do this, and precisely how much it will cost’, adding that ‘we shall seek value for money in
defence expenditure as elsewhere’ (Conservative Party, 1976, p. 67). This language did not
exclude using efficiency savings to finance stronger defences. Only a year later, in October
1977, The Right Approach to the Economy was more explicit by stating that ‘Instead of
there being scope for cuts in defence expenditure, as there was after the Korean war, we
shall have to increase it.” (Howe et al., 1977, p. 3). While this was released in the name of
four Shadow Cabinet members (rather than by the party officially) they included Howe,
who as Shadow Chancellor had a stake in resisting unauthorised spending pledges. The
1979 Conservative Manifesto went further still in declaring that ‘it is already obvious that
significant increases will be necessary.’ (Conservative Party, 1979). As the election drew
closer, the Conservative position on defence expenditure became firmer. This underlines
not only that electoral factors become central closer to elections, but that expensive vote-

seeking pledges are more likely near to an election.
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In supporting a successor for the Polaris missile system, the Conservatives aimed to
capitalise on public support for Britain retaining independent nuclear capability. Although
this issue did not enjoy the same salience as a dividing line that it would acquire when
Labour moved to the left in the 1980s, Conservative policy was shaped by political strategy.
Specifically, positioning on Britain’s nuclear programme and international arms control was
influenced by perceptions of public support for British power. In a paper on key themes (to
which Lawson, Tebbit, Howell and Rhodes Boyson all contributed) for the party’s Steering
Committee in February 1978, Maude argued ‘The independent nuclear deterrent did strike
a chord in the late 1950s and early 1960s. People dislike the feeling of national impotence.
We must show that strong defences could really matter — that it is humiliating for Britons
to rely solely on Yanks, Frogs and Krauts for their survival.” (Maude, 1978). This highlighted
the electoral benefits of claiming that Britain should provide for its own defences rather
than relying on the American nuclear umbrella. The line of argument found manifestation
in Thatcher’s dissent from common NATO positions on multilateral disarmament,
specifically on the grounds that it could compromise Britain’s ability to defend itself
autonomously. Responding to Callaghan’s report of a summit with NATO allies in January
1979, Thatcher posed the following question: ‘SALT Il is very worrying, for a number of
reasons. Is the Prime Minister satisfied that the provisions of SALT Il will not inhibit the
ability of this country to provide a successor to the Polaris?’ (House of Commons, 1979).
The question portrayed preserving Britain’s nuclear capability as conflicting with
multilateral arms control. In opposition, the Conservatives did not have to take any
decisions on SALT Il or negotiate Polaris replacements, but their stated policy favoured an
independent deterrent, while being critical of SALT Il as an obstacle to this. This reflected a
narrative that Britain could only remain a major power under Conservative leadership. In
forming policy, Conservative politicians appealed to domestic perceptions of British military

prestige.

5.3.3. Institutions

Even though the Conservatives were not in government from 1975 to 1979, they were not
free from the influence of international institutions and foreign powers. In The Right
Approach, the Conservatives stated, ‘As NATO provides the framework within which we
plan and implement our defence policies, so the European Community provides the

framework not only for many of our domestic policies but also increasingly for the
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development of our foreign policies.’ (Conservative Party, 1976). The Conservatives framed
their approach as being in accord with the objectives of these organisations. Defence policy
specifically was formed through the lens of fulfilling the obligations and expectations of the
NATO alliance. This institutionalised a pull towards a direction based on military expansion.
In a March 1978 defence debate, Gilmour presented Conservative opposition to defence
cuts as reflecting a consensus on NATO, claiming that ‘there is general agreement about
the disastrous nature of the Government's defence policy. The all-party Sub-Committee,
NATO, expert commentators—virtually all are of the same mind about the damage which
the Labour Government have done.” (House of Commons, 1978a). Gilmour positioned the
Conservatives as representatives of an international security consensus and Labour policy
as an extreme outlier. While Gilmour’s motivation in making this argument was likely
undermining Labour politically, it also highlights the context in which the Conservatives
were prepared to advocate spending increases: alignment with an institutional paradigm
which emphasised greater resources. This aspect of Conservative policy was also discussed
with foreign allies. Summarising Thatcher’s comments to American officials on a September
1977 visit to Washington DC, the FCO recorded that ‘Mrs Thatcher had said that she was
distressed at the recent defence cuts and that she hoped Britain would be able to increase
her defence contribution to NATO in the future.” (Melhuish, 1977). Thatcher’s promised
higher defence expenditure as part of making the requisite ‘contribution to NATO’. While
Conservative politicians were ideologically inclined towards higher expenditure, their
approach was directed towards the goals of NATO as an institution. Even in opposition, the
Conservatives did not ignore the constraints that they would face on entering office.

The significance of institutional considerations increased as the Conservatives drew
nearer to potentially taking office, particularly on issues where electoral and ideological
factors suggested different policies. Shifts in Thatcher’s approach to SALT Il during 1979
highlight that opposition parties may anticipate governing challenges in the period leading
up to elections. There were strong ideological and institutional arguments for higher
defence expenditure, whereas arms control was an area where Conservative ideological
and political aims conflicted with the existing institutional consensus. The Conservative
Campaign Guide 1978 supplement includes a quote of Davies, from the 1977 Conference,
arguing that ‘our interests would have been ill-served’ if the Soviet Union and the United
States made commensurate arms reductions ‘at the price of diminishing our own security’
(Conservative Party, 1978). Addressing the press at the start of May 1978, Thatcher

maintained ‘that the Western powers should concede nothing, either over the neutron
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bomb or at the strategic arms limitation talks (Salt) before the Soviet Union offered
something in return’ (Watts, 1978). The United States had already announced the
suspension of the neutron bomb programme during April 1978 (Elli, 2015, p. 337).
Thatcher’s remarks implicitly rebuked this. By contrast, Conservative politicians moderated
their language on multilateral disarmament in the course of 1979. This was reflected in
American perceptions of Conservative statements. In a US National Security Council
memorandum during the 1979 election campaign, it was noted that ‘The Conservatives
apparently have decided to keep SALT out of the election campaign and to avoid any
actions which would create a problem for the US on the issue. Party leader Thatcher said in
a recent interview that she had decided not to oppose SALT II’ and that ‘No responsible
Conservative Party official has raised the issue since Thatcher in January’ questioned
Callaghan in the Commons (NSC, 1979). The same memorandum noted that ‘Ambassador
Brewster [US ambassador in London] attributes the positive evolution in Conservative
attitudes towards SALT to the sobering effect the prospect of power is having on them’
(NSC, 1979). While we cannot presume that the US administration accurately understood
Conservative motivations, the sudden silence on the issue was likely associated with the
proximity of the 1979 election. Institutional considerations increased in importance as the
1979 election neared.

Whereas Thatcher and her allies faced frontbench resistance on economic policy,
this was mostly not the case in defence. This reduced the extent to which attachment to
the Heath Government’s policies (including defence cuts and détente) constrained policy.
While institutional considerations influenced opposition decisions, they were mainly
related to the potential challenges that they anticipated after entering government rather
than attachment to a pre-existing governing style. Thatcher installed her Conservative
ideological opponents in non-economic portfolios, including defence and foreign affairs. In
her memaoirs for the opposition years, Thatcher recalls that in January 1976 she ‘moved
[Gilmour] to Defence where he proved to be an extremely robust and effective Shadow
spokesman; if he had limited himself to that, life would have been easier for all concerned.’
(Thatcher, 1995b, p. 301). Thatcher rated Gilmour as an ‘extremely robust and effective’
Shadow Defence Secretary even though he was one of her most vocal Shadow Cabinet foes
on economic matters. As discussed above, in his paper on ‘The Cost of Defence’, Gilmour
emphasised that ‘It is no part of our case that there should never be any cuts in defence
expenditure’ (Gilmour, 1976). This reflected a defensive position over the Heath

Government’s actions, but Gilmour’s subsequent vehemence in opposing the spending
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reductions pursued by Labour mirrored Thatcher. In March 1977, challenged to explain his
opposition to cuts in defence spending previously pursued under Heath, Gilmour argued
that ‘it was only within the last two years that it became known that the Soviet Union was
spending about 50 per cent. more on arms than we thought it spent. It is quite wrong to
think that the threat was the same in 1973 as it is now.” (House of Commons, 1977).
Maudling, Shadow Foreign Secretary before Davies, was less inclined to implement
Thatcher’s will. In her memoirs, Thatcher outlines that Maudling ‘did not agree with my
approach to either the economy or foreign affairs [his portfolio]; he was increasingly
unwilling to disguise his differences with me’ and that she accordingly removed him in
November 1976 (Thatcher, 1995b, p. 319). By selecting spokespeople for defence and
foreign affairs who were comfortable supporting her external policy views (and removing

those who were not), Thatcher limited the influence of institutional factors.

5.4. First Term

5.4.1. Ideology

There was a wide diversity of Conservative opinion over the response to the invasion of the
Falklands Islands. Disagreements among senior ministers and parliamentarians over
whether and how to respond militarily to the invasion of the Falkland Islands partly
reflected ideological divisions. Speaking in his interview based on his perspective as Chief
Whip, Jopling recalls ‘all through the [Falklands] campaign, there were people who were
very unhappy, thinking we were doing the wrong thing and that it was all going to end in
disaster, particularly when ships got sunk. When it all came right, those feelings of
unhappiness disappeared like the spring snow.” (Jopling, 2019). A note by Jopling in April
1982 confirms that backbench opinion ranged from ““My constituents want blood”’ to ‘Let
the Argentinians have the Falklands with as little fuss as possible.” (Jopling, 1982b). Within
cabinet, Thatcher and her allies were more willing to pursue military force, while some
ministers critical of her economic policy favoured diplomacy. This became evident in
negotiations with the United States over a possible diplomatic settlement. Telegramming
President Reagan on 9 April 1982, Secretary of State Alexander Haig advised that, ‘The
Prime Minister has the bit in her teeth, owing to the politics of a unified nation and an
angry Parliament, as well as her own convictions about the principles at stake’, adding she

is ‘rigid in her insistence on a return to the status quo ante, and indeed seemingly
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determined that any solution involve some retribution.” (Haig, 1982a). Haig’s perception
was that both political context and personal beliefs factored into Thatcher’s thinking. Haig
reported that that ‘Her Defense Secretary [John Nott] is squarely behind her, though less
ideological than she’, but highlighted that ‘Her Foreign Secretary [Francis Pym] does not
share her position, and went surprisingly far in showing this in her presence’ (Haig, 1982a).
Haig’s impressions are confirmed by Nott’s memoirs recalling that Thatcher and Pym ‘were
in fundamental conflict. Francis seemed to want to avoid an ugly and dangerous conflict at
all costs; | think he was genuinely upset at putting all these young soldiers and sailors — at
very great risk — into an opposed amphibious landing without air superiority.” (Nott, 2002,
p. 286). Similarly, Nott notes that Jim Prior and Peter Walker were the members of the
Cabinet who objected to reclaiming South Georgia (Nott, 2002, p. 301). There was a
correlation between a lack of enthusiasm for military action in the Falkland Islands and the
group of Conservative ministers opposed to Thatcherite economics. This suggests that
genuine differences in world view (spanning defence and foreign affairs as well as
economic policy) influenced internal government debates on the Falkland Islands.
However, to a large extent, the varied ideological preferences of individual
ministers in the Falklands War were neutered by external political forces. It was not
determinative that attachment to British power, and a neo-conservative notion of
defending democracy from foreign dictatorship, temperamentally inclined Thatcher
towards intervention, or that some of her ministers did not share these values. The path to
intervention was underpinned by structural domestic and international political contexts.
Conservative efforts were mainly concerned with managing the gulf between the demands
of domestic politics and American foreign policy. Following the sinking of the Argentinian
cruiser Belgrano and an Argentinian attack on HMS Sheffield, a point of maximum political
danger, the Cabinet accepted US-Peruvian peace proposals based on Thatcher’s own
recommendation, despite doubts from ministers ranging from Lawson to Heseltine (Moore,
2014, pp. 718-719). This entailed ‘mutual withdrawal and non-reintroduction of forces’, a
contact group consisting of third parties (namely Brazil, Peru, West Germany and the
United States) to oversee the Falkland Islands temporarily, a vague reference to ‘the
aspirations and interests of the Islanders’ in lieu of a firm commitment to self-
determination, and a final settlement of the status of the islands before May 1983
(Henderson, 1982). Acceptance followed firmly-worded letters from Haig to Pym and
Reagan to Thatcher insisting that the United Kingdom accept the proposals and rejecting

proposed British amendments (Haig, 1982b; Reagan, 1982). Thatcher strongly disliked the
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peace plan, writing to Reagan, after Pym communicated British acceptance, that ‘I fear
deeply that if a settlement based on your suggestions is eventually achieved, we shall find
that in the process of negotiation democracy and freedom for the Falkland Islanders will
have been compromised.’ (Thatcher, 1982b). In ideological terms, Thatcher regarded the
plans as unacceptable. Yet Thatcher was constrained by diplomatic pressure to a point
where her preferences were overridden. Fortunately from Thatcher’s perspective,
Argentina quickly rejected the plan (FCO, 1982). This followed a previous occasion, on 24
April 1982, where Thatcher asked the United States to put an earlier peace proposal
(negotiated between Haig and Pym) to the Argentinians before Britain agreed (Thatcher,
1982a). In her memoirs, Thatcher credits Nott with suggesting in the War Cabinet that
Argentina be asked to give a view on the proposals first and noted that ‘I could not have
stayed as Prime Minister had the War Cabinet accepted Francis Pym’s proposals.’
(Thatcher, 19954, p. 208). On multiple occasions, Thatcher contemplated settling on terms
she strongly disagreed with, and which she feared would bring about disastrous political
consequences, only to be saved by Argentinian refusal. Bakker (2018, p. 154) contends that
if Thatcher was ideologically a dove rather than a hawk, she may have avoided war and
been more receptive to Haig’s diplomatic efforts. Despite Bakker’s hypothetical point about
how a dovish Thatcher may have acted, the reality was that a hawkish Thatcher was
constrained to accept American peace proposals she disagreed with. In the face of
international pressure for diplomatic options over war, Thatcher’s own ideological
inclinations were of reduced importance.

Despite a commitment to higher defence expenditure based on the conservative
strand of New-Right ideology, the Conservatives moved towards restraining expenditure
growth after entering office in 1979. Oft-stated preferences for expanding military capacity
were subordinated to wider economic and political objectives. Having given the impression
in opposition that the Conservatives would spend substantially more, debates over the
scale and timing of spending increases quickly ensued. On 11 May 1979, responding to
MOD bids for higher expenditure, Howe wrote to Thatcher noting that ‘I think we all accept
that some increase is required’ but arguing that decisions should be made at a later stage
and ‘in the context of our overall financial objectives.” (Howe, 1979b). As Shadow
Chancellor, Howe privately and publicly emphasised higher defence expenditure (CRD,
1975a; Howe, 1976b; Howe at al., 1977). The Conservative Manifesto called for ‘significant
increases’ (Conservative Party, 1979). The post-election change in perspective suggests that

ideological preferences become less influential when they cease to be aligned with
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electoral concerns, especially if ideological demands imply financially or practically difficult
decisions.

Despite ideologically favouring higher expenditure, Thatcher grudgingly accepted
cuts and resistance by Pym (Defence Secretary until January 1981) failed. Ideological
concerns peculiar to defence were genuinely held, but not decisive in determining policy. In
July 1979, Pym wrote to Howe offering to accept ‘a cut of £75m on what | need; and a
figure which is only £13m above the Labour Government’s baseline figure for 1980-81’
when negotiating the 1980-81 defence settlement (Pym, 1979a). He referred to economic
challenges and declared that ‘l am prepared to play my part in explaining the limitations
they place on upon the policies of the Government as a whole even though this would
entail conceding that despite all our protestations we are not able to make real
improvements on the programme that we criticised so heavily when we were in
Opposition.” (Pym, 1979a). This concession was not the end of fierce disputes on defence
spending, which dominated his tenure as Defence Secretary (Hampshire, 2015). In his
interview, Jopling recalls, ‘1 do remember Pym getting very concerned indeed about the
pressure that he was having over defence spending and | do remember Pym being very
uneasy about this pressure, to the extent that he was for a time very unhappy indeed.’
(Jopling, 2019). When Pym met Thatcher in August 1980, to protest against a failure to
meet the NATO defence expenditure target in real-terms, he was told that ‘nobody was
more disappointed than she that the Defence programme had to be cut and she would not
be contemplating this unless it was absolutely unavoidable. It was, however, vital to keep
public expenditure under control if the Government’s economic policy was to be
successful.” (Whitmore, 1980). Thatcher regarded defence cutbacks (relative to other policy
areas) as undesirable — they ‘disappointed’ rather than enthused Thatcher — but she also
deemed them unavoidable to demonstrate economic competence. If the Conservatives
were following ideology when cutting expenditure, we would expect them to have selected
specific cuts which Thatcher regarded as desirable, not undesirable. Vinen (2009, p. 283)
seeks to demonstrate the importance of defence and the Cold War within Thatcherite
ideology by claiming that Thatcher’s ministers were unwilling to make defence cuts. In the
dispute between Pym and the Treasury in 1980, despite disinclination to cut defence as
Vinen highlights, Thatcher decided to support the Treasury’s position. Ideological sympathy
for defence remained, but this was insufficient to alter the policy direction.

Accommodating parliamentary concerns led Conservative ministers to attach

greater priority to defence expenditure during Thatcher’s first term than they otherwise

170



would have done. Feeling on the Conservative backbenches was partly a channel for
grassroots opinion. As such, their influence on defence supports the proposition that party
activists pull policy-making in a more ideological direction. Parliamentary agitation ensured
that meeting the NATO target of 3% annual increases in defence spending was a central
issue. In early 1982, Thatcher’s government came under significant pressure from
backbenchers in relation to both overall defence expenditure and funding for Royal Navy
vessels. Citing party views, on 9 February 1982, Nott wrote to Thatcher to protest against
implied increases of ‘only 2.3% real growth [for the defence budget] in the later PESC years’
in the Public Expenditure White Paper, falling below the 3% NATO target to which Nott had
committed in the July 1981 Defence Programme (Nott, 1982b). In coordination with Nott,
on the same date, Jopling (as Chief Whip) wrote to Thatcher intervening in support of
Nott’s position, noting that ‘My principle [sic] concern is not with the merits of the
arguments but rather with the effects on the Party both in the House and the Country
generally. Two of our main electoral promises were increased expenditure on Defence and
law and order.” (Jopling, 1982a). Support for defence spending existed within ‘the Party
both in the House and the Country’, but it was primarily through the House that these
matters came to ministerial attention. Jopling warned that ‘Our backbench Defence officers
are already giving the Department a very rough ride. They will be increasingly uneasy later
this week at the Dreadnought announcement. If, within a few weeks we announce that we
are climbing off our NATO commitments, | predict there will be very serious trouble.’
(Jopling, 1982a). In his interview, Jopling (2019) did not recall this letter. However, as a
general point about his time as Chief Whip, Jopling remembers that ‘There were people,
particularly on the right-wing of the party, who were particularly concerned about the level
of defence spending. [...] You get a bigger proportion of people from the right on defence,
who were unhappy about defence spending, whereas that anxiety is not so obvious on the
left of the party, but it still goes down to a fairly narrow point.” (Jopling, 2019). Jopling’s
evidence confirms the association between pressure for defence expenditure and right-
wing ideological views within the party. In the February 1982 dispute, following further
negotiations, the Treasury reluctantly acquiesced to Nott’s language reiterating the
government’s commitment to meeting the 3% target ‘in full’ and reviewing cash limits in
future years as required to meet that target (Whitmore, 1982). The risk of parliamentary
and activist discontent prompted the Chief Whip’s intervention and assisted Nott in
prevailing. In a study of Conservative backbench opinion covering the period from 1948 to

1957, Onslow (1997, pp. 228-229, p. 235) highlights the role of the Suez Group of
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backbenchers in pushing for a more belligerent approach to foreign affairs. This thesis
shows that the role of Conservative backbenchers with an interest in defence issues was
still strong in the early 1980s. Pressure from within a political party sometimes produces
decisions more consistent with ideological priorities.

However, views of the parliamentary and voluntary parties were more likely to
influence policy if senior frontbenchers were already sympathetic. Potential unhappiness
within the party could tip the balance in internal debates within government, but ministers
were the key conduit through which their influence could be exerted. In the February 1982
dispute over the NATO target, the prospect of a backbench revolt was used by Nott to
protect his department’s budget and the Chief Whip aided in this cause (Jopling, 19823;
Nott, 1982b). This resulted in an outcome closer to New-Right ideology, but it also reflected
Nott’s departmental interests. The policy-seeking goals of backbenchers are easiest to
advance in concert with ministerial allies. Ministers can also selectively listen to backbench
opinion according to their agenda. In the same month as Nott and Jopling’s letters to
Thatcher, Nott was urged by John Wilkinson, his Parliamentary Private Secretary, to allow
the service chiefs to attend Conservative Backbench Defence Committee meetings,
characterising the issue as ‘more contentious and highly charged than we imagined.’
(Wilkinson, 1982). Nott had previously blocked their participation. On the same day as
Wilkinson wrote to him, Nott wrote to Antony Buck, the Chairman of the Conservative
Backbench Defence Committee, reaffirming his previous decision that the Chiefs of Staff
should not attend party events but stressing that ‘l am of course very much in favour of an
open discussion of all aspects of defence policy. | and my Ministers are always available for
this’ (Nott, 1982a). Apart from propriety concerns, Nott wanted to be the channel through
which objections were directed. In the same letter as he raised the issue of the service
chiefs’ attendance, Wilkinson advised Nott that ‘On the question of the future of the
Assault Ships, HMS Intrepid and HMS Fearless, | myself would very much back your
judgement that these vessels should be kept in service’, adding that ‘It would undoubtedly
greatly reduce the severe criticism which [MOD] policies have encountered from
backbenchers with Naval or Royal Marine personal backgrounds, or constituency interests.’
(Wilkinson, 1982). In line with what Wilkinson noted to be Nott’s prior preference, Nott
announced retention of both ships in a parliamentary answer in March (House of
Commons, 1982b). This suggests that parliamentary opinion contributed to keeping the
assault ships. Yet earlier on 23 February 1982 Nott defended selling the aircraft carrier HMS

Invincible in line with decisions made in the 1981 Defence Programme, despite hostile
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questions from Conservative backbenchers (House of Commons, 1982a). Backbench
opinion could temper decisions, particularly where ministers shared backbenchers’
sentiments. Nevertheless, there were institutional and political obstacles to party opinion

causing a fundamental shift.

5.4.2. Electoral Politics

In the aftermath of May 1979, with no prospect of an immediate general election, electoral
factors were of reduced importance to defence expenditure policy. This finding supports
the proposition that electoral considerations are not as pivotal in shaping policies when the
next election is more distant. The Conservatives knew that they were vulnerable to
allegations of hypocrisy if they failed to honour pledges on defence expenditure, but
proceeded with cuts. In August 1979, Richard Ryder (Thatcher’s Political Secretary)
received a note from Peter Joynes, the CRD desk officer covering defence. Aware that the
Public Expenditure White Paper would be unfavourable for defence, Joynes communicated
‘my misgivings on this subject’, argued that expenditure would not match Labour’s
projected levels, and warned that ‘Labour’s new [Shadow] Defence Secretary, Bill Rogers
[sic], is an old and skilful hand who is unlikely to miss the opportunity of exploiting the
weakness of our position.” (Joynes, 1979). When the White Paper came to cabinet, disputes
centred on the Treasury’s interpretation of the NATO target for 3% real-terms increases as
referring to a rolling average rather than year-on-year real-terms increases, and it was
highlighted ‘that the Government was heavily committed, by its statements in Opposition’
to year-on-year 3% increases (Cabinet Office, 1979). The Cabinet sided with the Treasury,
with Thatcher summarising ‘that the Cabinet noted the serious reservations of the
Secretary of State for Defence but the majority view seemed to be that it would be best to
plan on the basis proposed by the Chief Secretary, Treasury.” (Cabinet Office, 1979). The
Cabinet took a collective decision that their policies in office would not reflect their pre-
election rhetoric. By October 1980, the Treasury was seeking further cuts reflecting a
tighter fiscal stance, leading Biffen as Chief Secretary to propose ‘moving away from certain
commitments made previously, notably in relation to health, defence, education and social
security’ (Biffen, 1980b). With the next election three or four years away, promises for
higher defence spending made for electoral gain prior to 1979 were casualties to the

government’s response to economic challenges.
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Electoral concerns raised by Nott succeeded in limiting the scale of defence
reductions in the short term. From an institutional point of view, this reflected that
adjusting the size of cuts was not incompatible with imposing financial discipline on
defence. In a letter to the Prime Minister in March 1981, Nott outlined £105m cuts he
proposed to implement but objected to a further £36m in cuts (including reductions in
ships, aircraft and ammunition) that would be required to meet the Treasury cash limit,
arguing that ‘The consequences of the changes listed below the line in the Annex, set
beside the relatively small sums involved [...] would lead the general public to believe that
we had taken leave of our senses. | could not recommend such a course of action to my
colleagues as much as anything else due to the likely consequences for the Conservative
Party.” (Nott, 1981). In response, Howe insisted that ‘I cannot therefore judge whether the
individual measures listed “below the line” in the Annex to his minute will be required. [...] |
am quite sure that the programme must be brought in line with the cash limit. If in John's
judgement that will require him to take all or any of these measures, | have to say that |
believe he must do so.” (Howe, 1981b). In a meeting with Howe, Nott, Whitelaw, Joseph
and Peter Carrington at Downing Street two days later, Thatcher sided with Nott,
concluding that the meeting ‘accepted that he should not make programme cuts at this
stage to find the remaining £36 million but that his department and the Treasury should
seek to agree on how this gap was to be closed when the cash limit for 1981/82 was to be
reviewed later in the year.” (Whitmore, 1981). In making this decision, Thatcher had been
briefed on the political consequences highlighted by Nott in his letter. On the day before
the meeting, the Cabinet Secretary, Robert Armstrong, counselled Thatcher that she should
‘support the Chancellor on the issues of principle. But in practical terms your meeting
cannot simply order Mr. Nott to meet his cutting obligations in full regardless of the
consequences’ and that ‘the sort of measure which would be needed might be a total ban
on recruitment for the Services for the whole financial year — which would be impossible
for the Government to defend in light of their declared defence policy.” (Armstrong,
1981a). This corresponded with Thatcher’s subsequent decision (permitting Nott to avoid
the additional cuts while leaving the principle of cash limits intact). While Armstrong was a
civil servant, he recognised the electoral concerns and arbitrated the competing claims of
Howe and Nott in his advice to Thatcher. Thus, the size of defence cuts was limited in order
to preserve the political credibility of the government, but in such a way which avoided the
Treasury conceding the principle. This left open the possibility of imposing discipline

through cash limits on future occasions.
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Ensuring the electoral survival of the Conservative government provided a strong
incentive for military recovery of the Falkland Islands, but also required the Conservatives
to appear as if they took the prospect of negotiations seriously at the beginning of conflict.
Thatcher personally believed that the most advantageous electoral position was
successfully reclaiming the islands while appearing to have undertaken diplomatic efforts.
In his 9 April telegram to Reagan, Haig advised that Thatcher ‘is convinced she will fall if she
concedes on any of three basic points, to which she is committed to Parliament’, including
Argentine withdrawal, reinstatement of British administration and self-determination
(Haig, 1982a). If Thatcher wished to remain leader, she saw no alternative to militarily
reclaiming the Falklands. Yet Thatcher’s government engaged seriously with US efforts to
find a diplomatic settlement until British landings in the Falkland Islands began in the
second half of May. Participation in negotiations reflected international pressure as
described above, but also the domestic political situation. In the minutes of a meeting with
Haig on 13 April, it is recorded that ‘The Prime Minister said that if negotiations broke
down at this point, she felt that the public reaction here might be that we had not tried
hard enough.” (Downing Street, 1982). Even though Thatcher was very reluctant to give
ground, sustaining a domestic perception that diplomacy was being attempted provided
reason to continue discussions as well as international expectations. From an electoral
perspective, successful military action following intense diplomacy was optimal.

The military operation to reclaim the Falkland Islands proved a major political
success. Once amphibious landings commenced, increased anticipation of British military
victory removed any domestic political rationale to negotiate. In one of his regular reports
for Conservative Central Office, produced on 12 June (two days before the Argentinian
surrender) and covering polling conducted from 2 June to 7 June, Conservative pollster
Keith Britto noted ‘The continuing upward trend in Conservative support — up from 31.0%
(13/19 April) to 48%% in the latest study’ and that Labour support had fallen to 23%:% in
the new figures (Britto, 1982b). Earlier reports over the preceding weeks had shown the
same trend, with Britto’s report on 25 May, covering polling conducted from 12 May to 17
May, ‘[finding] for the first time since the election more people being satisfied with Mrs
Thatcher as Prime Minister than are dissatisfied’ (Britto, 1982a). Public opinion made
Conservative politicians less willing to compromise, even those who had been sceptical of
military action during April and early May. In a telegram on 26 May, responding to Haig'’s
latest diplomatic efforts, Pym advised that ‘with the establishment of the British

bridgehead in the Falklands, there has been a major change in parliamentary and public
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opinion in Britain. It would no longer be realistic to ask people here to accept the ideas of
an interim administration or mutual withdrawal from the Falklands. They are just not
political starters now.” (Pym, 1982a). This identifies ‘the British bridgehead’ as a politically
pivotal moment. The amphibious landing at San Carlos Bay began on 21 May (Moore, 2014,
p. 732). Previously, Pym had agreed proposals for interim administration of the Falkland
Islands with Haig. Thatcher reluctantly embraced mutual withdrawal and international
administration as part of Peruvian peace plan on 5 May (Thatcher, 1982b). As the conflict
progressed, public approval of Thatcher’s performance increased and political opinion was
less receptive to negotiations. Bueno de Mesquita et al. (2003, p. 236) argue that
democratic leaders generally choose war over diplomacy only when they expect victory,
because their political survival depends on the outcome, but also that the need to survive
politically leads to democratic leaders putting maximum effort into obtaining victory. Pym’s
letter to Haig indicates that the land operation starting and the reduced risk of defeat
changed the political dynamics. After initial military success, political opinion convinced
Pym that diplomatic options that he previously supported (and Thatcher reluctantly
entertained) were unviable even as Haig persisted. The war’s popularity proved more

significant than ideology in strengthening ministerial resolve against American pressure.

5.4.3. Institutions

The first Thatcher government’s approach to nuclear strategy and replacing Polaris was
closely tied to the policies and expectations of NATO, the United States and West Germany.
This provides an example of a new governing party opting for conformity with existing
institutional norms. In a June 1979 meeting with the American general serving as the
outgoing NATO Supreme Allied Commander Europe (Haig, prior to his appointment as
Secretary of State under Reagan), ‘In a discussion on SALT I, the Prime Minister explained
that [...] she had concluded that the political consequences of its non-ratification would be
more serious than the defects of the Treaty itself.” (Downing Street, 1979a). Despite the
doubts she voiced in opposition, Thatcher quickly aligned with the Carter administration.
Likewise, there was little scope for substantive government discussions when it came to
the decisions to order Trident missiles in 1980 and to move to the Trident Il programme in
1982. In a briefing for Thatcher in July 1980, advising on how to explain to cabinet the
decision already taken by a select group of ministers previously, Armstrong cited

precedents for not consulting cabinet and noted that the capability requirements for a new
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ballistic missile ‘virtually restricted the choice to an American system.” (Armstrong, 1980).
The decision to purchase Trident, as well as the process by which it was reached, reflected
a continuation of previous government policy and a commitment to following an American-
led nuclear strategy. In his memoirs, Nott recalls that in 1981, ‘Just as | was putting the
Defence Review to bed, the new Reagan administration announced that they were
abandoning the existing Trident | infrastructure and going to Trident Il. This presented us
with a serious dilemma’, as Britain needed to use the same system as the United States
(Nott, 2002, p. 219). British policy evolved in response to American policy. In her memoirs,
Thatcher recalls that “‘The more we considered the question the more it seemed that if we
were to maintain a credible deterrent, which | was utterly determined we should do, we
must indeed have the Trident Il. But we must get it on the best possible terms’, and refers
approvingly to the terms reached (Thatcher, 1995a, pp. 247-248). Beyond the fundamental
choice over having nuclear weapons at all, nuclear policy specifics were driven by American
decisions.

The same willingness to set aside ideological and political concerns to remain in
step with NATO allies was seen regarding American cruise missiles in Britain. In September
1979, Pym as Defence Secretary informed Thatcher that he would permit US land-based
cruise missiles in Britain and that he intended to advise allies that while it ‘is not without
domestic difficulties for us we are prepared to accept an extra flight on the understanding
that this will enable the Federal Republic [of Germany] to join us in firm support [...] of the
US deployment plans as adjusted.” (Pym, 1979b). Pym accepted more missiles consistent
with what was expected of a good ally. Nott as Defence Secretary proposed to establish a
layer of British physical control of US nuclear weapons in Britain (known as the dual key),
which Thatcher dismissed as unnecessary and as likely to raise unwelcome questions
regarding the control of nuclear weapons in Germany (Thatcher, 1995a, p. 268). In October
1982, Pym (now as Foreign Secretary) responded to a minute from Nott on the subject with
a warning that ‘So far we have been the most staunch and dependable of the allies in our
support for the modernisation programme. Any hint at this stage that we are having
second thoughts about the 1979 decision on GLCM [Ground Launched Cruise Missile]
deployments could put at risk the whole enterprise.” (Pym, 1982b). Despite Nott’s political
eccentricities (which made him relatively less amenable to institutional constraints), there
was an unwillingness on Thatcher and Pym’s part to deviate from NATO policy. Colbourn
(2018, pp. 26-27) highlights that Canadian Prime Minister Pierre Trudeau responded to

domestic discontent over American cruise missile tests on Canadian soil, in 1982, by citing
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NATO obligations. The Thatcher governments exhibited the same deference. This led to a
lack of interest in ideological or political arguments regarding nuclear sovereignty. The
centrality of NATO to British defence policy influenced ministers towards choices which
served NATO interests.

Institutional resistance to treating defence expenditure as a special case extended
to the Cabinet Office as well as the Treasury. In the tough fiscal environment of Thatcher’s
first term, more finance for defence meant less elsewhere. Administrative objections to
defence commitments often failed when they clashed with political imperatives. However,
in the medium term, they eroded the expectation that defence was different and
established a trajectory whereby discipline would be gradually imposed. In May 1979,
when Pym wished to inform NATO that the Conservatives would increase defence
expenditure by 3% annually, Cabinet Secretary John Hunt complained to Thatcher that ‘The
Manifesto is quite clear that the Defence budget must be given priority, but the extent of
that priority is still be considered', urging that ‘while of course defence must have top
priority, we must not enter into any precise or irreversible commitment at this stage, until
the Public Expenditure Survey as a whole has been studied by Ministers.” (Hunt, 1979).
Similar procedural objections emerged two years later when Nott (1981) requested
permission to spend above the MOD cash limit. Commenting on Nott’s letter to Thatcher,
Deputy Cabinet Secretary Robert Wade-Gery observed that ‘Mr. Nott’s minute to the Prime
Minister of 11th March is a remarkable document in at least three ways’, proceeding to
accuse Nott of a ‘breathtakingly untrue’ claim (that it would be easier to identify cuts later)
and suggesting that Nott ‘must have prepared the ground in advance with the Prime
Minister’ to engage in such tactics (Wade-Gery, 1981). On both occasions, in May 1979 and
March 1981, Thatcher ultimately permitted her Defence Secretaries to proceed as they
proposed in spite of the administrative concerns. Yet Thatcher would later reverse course
in her support for 3% increases in defence expenditure, with Pym forced to accept a
compromise crafted by Hunt in October 1979 (Hampshire, 2015, pp. 366-367). Likewise,
Armstrong as Cabinet Secretary ensured that the additional £36m requested by Nott in
March 1981 was predicated on Thatcher backing ‘the Chancellor on the issues of principle’
involved (Armstrong, 1981a; Whitmore, 1981). Subsequently, Armstrong wrote to Nott in
December 1981 confirming increases in the cash limit for 1981-82 and 1982-83 in exchange
for agreement on the calculation of price increases and a review process to ensure MOD

adherence to future settlements (Armstrong, 1981b). Satisfying cabinet colleagues, NATO
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allies and public opinion led to reprieves for defence spending during Thatcher’s first term,
but senior civil servants embedded a framework under which spending would fall.
Free-market influences led some ministers to question defence procurement
policies, in particular awarding uncompetitive contracts covering unforeseen costs. Yet
such concerns resulted in inertia rather than significant change during Thatcher’s first term.
Economic liberalism was not absent, but policy change was impeded by bureaucratic and
sectional obstacles. Defending the government’s existing approach, in response to a
Downing Street letter, David Omand (Pym’s Private Secretary) advised Thatcher’s Private
Office in November 1980 that, ‘Free market forces as we would normally understand them
do not operate in the customary way over most of the defence industries’ (Omand, 1980).
The same reply concluded that ‘Industry is currently arguing that profits for non-
competitive work are likely to be quite inadequate’ unless the government actually
increased fees (Omand, 1980). Thatcher was unimpressed, scribbling ‘Not really very
informative’ at the top of Omand’s letter, but her unhappiness did not entail a change of
approach. Over two years later, in February 1983, Heseltine requested and received a
briefing on cost-plus contracts, the system under which defence suppliers were paid for the
cost of delivering the contracts and an additional amount to generate profit, from his
department (MOD, 1983). This argued that ministers decided in November 1982 that a cut
in the target rate for profits on such contracts ‘would have had a demoralising effect on
defence contractors’ and that it was preferable to await an independent review board’s
report ‘rather than to interrupt the established triennial review cycle’. (MOD, 1983).
Heseltine’s memoirs reveal that the context to this briefing note was a significant
disagreement over whether to retain the existing system. Heseltine states that, on
becoming Defence Secretary, ‘I lost no time in indicating that this approach had to change
[...] and that cost-plus was in future to be the exception rather than the rule.” (Heseltine,
2000, pp. 269-270). However, as the February 1983 note indicates, Heseltine’s approach
was not enthusiastically received within the MOD. Heseltine complains that ‘The deputy
under-secretary for defence procurement, Kenneth MacDonald, persisted in arguing for the
current system. It led to the only time | can remember when, having had three meetings on
the specific issue, covering the same ground again and again, | said in exasperation that |
was not prepared to discuss the matter further.’ (Heseltine, 2000, p. 270). Despite Thatcher
expressing dissatisfaction in November 1980, it was not until February 1983, after two

changes in Defence Secretary, that procurement policy changed in the face of
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administrative and industrial opposition. The effect of neo-liberal ideas was hindered by

institutional factors.

5.5. Second Term

5.5.1. Ideology

The dispute over the future of Westland Helicopters, leading to Heseltine’s resignation, was
situated in overarching ideological debates. Deciding between Sikorsky (an American firm)
or a European consortium as a partner for Westland raised questions over Anglo-American
and European visions for the British defence industry, and government intervention in
markets. In opposing Heseltine’s support for the European option, Thatcher and her
advisers perceived Heseltine’s proposal as contrary to ideological principles. In a briefing on
4 December 1985, first to Charles Powell (Thatcher’s Foreign Affairs Private Secretary) and
then to Thatcher, special adviser Peter Warry complained that ‘Michael Heseltine is
proposing that a Conservative Government should intervene to kill a private sector rescue
of Westlands — which amazingly costs the Government nothing — in order to promote a
European deal which will reduce competition and result in the stripping of Westlands, such
as it will only survive long term with state subsidy.” (Warry, 1985). The first part of the
qguote was both highlighted and underlined in handwritten annotations, suggesting it was
significant to Powell and Thatcher. Similarly, an underlying disagreement is evident in a
letter sent by Heseltine’s Private Secretary Richard Mottram to Powell on 6 January 1986,
three days before Heseltine’s resignation, wherein Mottram communicates Heseltine’s
view that developments, since an earlier cabinet decision, ‘merit a change in [the] policy’ of
not favouring either the American or European bid (Mottram, 1986). We should not dismiss
the ideological differences which led Heseltine to seek alternative solutions to other
cabinet members.

However, while ideological context is important for understanding the stances
adopted, the decisions made were rooted primarily in political and administrative rivalries.
In particular, Thatcher and Heseltine each felt that their authority was threatened by the
other. On 23 December 1985, Nigel Wicks (Thatcher’s Principal Private Secretary) informed
Thatcher that Heseltine had privately threatened to resign, when complaining ‘about his
“humiliation” in Cabinet!” (Wicks, 1985). The ideological issues at stake had become

secondary to Heseltine’s political positioning and related procedural disputes. Despite
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requesting a change in policy, the focus of Mottram’s January 1986 letter to Powell was not
altering policy but disputing the existing policy’s content, insisting on Heseltine’s behalf
that ‘There is no suggestion in the Minutes that recommendations of the NADs [National
Armament Directors in Europe, who recommended buying only European helicopters]
were being objected to on grounds of defence procurement or competition policy.’
(Mottram, 1986). Ideological differences may have informed Thatcher and Heseltine’s
positions, but the dispute had become concerned with political and institutional interests.
Before responding to Mottram’s January letter, Powell sought the views of J. B. Unwin, a
Deputy Secretary at the Cabinet Office previously affiliated with the Treasury. Unwin (1986)
argued that ‘this particular saga, other considerations apart, is an example of the kind of
difficulties we get into by not having a clear strategy from the Ministry of Defence on
international collaboration in the defence procurement field.” This reveals discontent
within the core executive over the MOD’s handling of defence procurement. Earlier, Leon
Brittan as Trade and Industry Secretary, when criticising the National Armament Directors’
recommendations in a letter to Thatcher on 3 December 1985, noted that ‘we must, of
course, take into account not only the Ministry of Defence’s interest as a customer but also
my own Department’s [interest] through its launch aid to Westlands.’” (Brittan, 1985).
Competing policy positions were not merely ideological but reflected departmental
interests. Dunleavy (1990, pp. 46-49) draws attention to a policy entrepreneur account of
the Westland affair which highlights the differing interests of the MOD and the Department
of Trade and Industry as well as their ministers, suggesting that Heseltine was influenced by
MOD civil servants. Whether Heseltine was pursuing a personal or departmental agenda,
documentary evidence suggests that both the Cabinet Office and Brittan saw the dispute in
departmental as well as personal terms. Despite a significant ideological dimension, it was
primarily political and bureaucratic rivalries which led to confrontation.

By the mid-1980s, senior ministers were no longer interested in achieving a major
expansion in defence expenditure. Defence remained a rhetorical priority, but there ceased
to be genuine aspirations about translating this into resources allocated. The realisation
that defence was an easier target for reductions undermined the connection between
rhetoric and policy. The key turning point was the end of the commitment to the NATO
target (3% annual real-terms increases) in 1985-86. Whereas disputes previously centred
on the rate of increase and how this was calculated, once unconstrained by the NATO
target, ministers planned net reductions in expenditure. In November 1984, Whitelaw (who

presided over the Star Chamber for public expenditure) confirmed that ‘For later years
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[after the end of the commitment to the NATO target in 1985-86], the baseline figures
should remain unchanged, apart from an agreed addition of £300 million for Falkland
Islands expenditure in 1987-88. The Secretary of State for Defence points out that the
resulting figures will show a decline in the real value of defence provision [...] It would be
helpful presentationally to accompany their publication by a statement indicating that they
are subject to review.” (Whitelaw, 1984). No longer committed to the NATO target,
ministers representing other departments were content for real-terms defence
expenditure to fall with only a presentational caveat. Gamble (1994, pp. 114-115) highlights
that the Thatcher governments rhetorically attacked the role of the state but failed to cut
public expenditure overall. In the following sub-section, Gamble (1994, pp. 115-116)
emphasises the ideological importance of defence for the Conservatives in the context of
the Cold War. While (as Gamble observes) the Conservatives were unable to achieve
overall reductions in expenditure, Whitelaw’s November 1984 minute reveals that the
Conservatives consciously decided to cut defence expenditure specifically in real terms.
This was the opposite of what ideological considerations would suggest. The Conservatives
struggled to control public expenditure generally, but they had little difficulty cutting the
defence budget despite its ideological importance.

The lack of priority given to defence by the Conservatives raises questions about
the relationship between ideology and policy. In line with the proposition that parties
become less ideological the longer that they are in government, time in office changed
attitudes to defence expenditure. The increasing timidity of defence ministers in spending
negotiations is striking, as they aimed to protect their budget rather than seeking the
increases previously promised. This also partly reflected a change in Thatcher’s position,
due to her scepticism of defence procurement. The MOD’s tactics moved from demanding
substantially greater resources to advocating level funding in real-terms. In Annex B
(entitled ‘Points to make’) to an internal briefing prepared for Heseltine in June 1985, he
was advised: ‘Recognise that real growth [is] no longer realistic. However, [the] drive for
efficiency [is] starting to produce results. These should be the means of increasing output
and so compensating for lack of growth; not a means of reducing the defence budget.’
(Macdonald, 1985b). The starting position was level funding. Later, when Heseltine’s
successor George Younger appealed in May 1987 to Thatcher for additional funding before
the 1987 General Election, ‘He got surprisingly little sympathy from her’ according to an
internal Treasury memorandum following the election (Robson, 1987). This is confirmed by

a Downing Street letter to Younger’s Private Secretary, dated 5 May 1987, which states
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Thatcher ‘drew attention to the huge waste which had been incurred in the procurement
of a range of weapons, and to the need to take a firm grip on military R&D.” (Norgrove,
1987a). This was very different from Thatcher’s protestations that ‘nobody was more
disappointed than she that the Defence Programme had to be cut’ when forcing Pym to
accept lower expenditure in August 1980 (Whitmore, 1980). By contrast, in May 1987,
Thatcher’s suspicion of waste in defence procurement now overrode instinctive sympathy
for the nation’s defences in the abstract. The experience of government weakened long-

standing objectives for greater defence expenditure.

5.5.2. Electoral Politics

Like ideological arguments, electoral concerns did little to shield defence expenditure from
spending reductions during Thatcher’s second term. When defence ministers raised
concerns on electoral grounds, these were often disregarded for administrative reasons.
This applied in all phases of the electoral cycle. In April 1985, in a letter to Thatcher
objecting to ‘an artificially low baseline’ for defence in proposals put forward by Treasury
ministers, Heseltine noted that he had persistently denied ‘that cuts will be forced upon
me’ and declared that ‘I see nothing but political damage to the reputation for the
management of the nation’s defences that we have won if | have to abandon these
statements for the sake of a hypothetical Treasury exercise.’ (Heseltine, 1985). Writing to
Thatcher in response to objections to his proposals from Heseltine and other spending
ministers, Peter Rees as Chief Secretary to the Treasury defended his proposal on
administrative grounds, claiming that ‘This factor is purely a mechanism to provide the
initial baseline and starting point for subsequent Survey discussions’ (Rees, 1985). This
response overlooked the likelihood that the ‘starting point’ implied by the baseline would
constrain the final settlement’s generosity. Indeed, the MOD only intended to ask for level
funding (Macdonald, 1985). As Heseltine’s protest indicated, setting the baseline was not
merely a procedural point. Replying to the correspondence, Downing Street confirmed that
Thatcher ‘agrees that the Chief Secretary should proceed on the basis that he proposes.’
(Turnbull, 1985). Heseltine’s political arguments against defence cuts implied by the
Treasury’s preferred baseline were not so much dismissed as unaddressed. This highlights
the significance of the Treasury’s control over the spending review process. We cannot
attribute the lack of regard for electoral considerations to either Thatcher’s poor relations

with Heseltine or distance from the next election. As noted above, when Heseltine’s
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successor Younger appealed to Thatcher for a pre-election boost in May 1987, he received
only a lecture on extravagance in procurement (Norgrove, 1987a). From 1983 to 1987, the
Conservatives and Thatcher individually did not find the electoral case for higher defence
expenditure to be convincing.

Maintaining the political advantages of supporting Trident missiles led the
Conservatives to dismiss alternative approaches to nuclear deterrence. Conservative
politicians shifted from a feeling of satisfaction (over the contribution of their commitment
to nuclear deterrence in their 1983 victory) to concern (over subsequent domestic and
international developments). Rather than the Conservatives chasing votes by changing
policy, they instead rejected alternative policies in order to establish the necessity of their
own favoured policy. In a October 1983 note for both Thatcher’s foreign policy adviser and
political secretary, Policy Unit special adviser Peter Shipley opined that ‘The disarmers lost
the public debate at the general election” and asked ‘how do they turn public opinion
round, having seen much of the wider sympathy they built up between 1980 and 1982
evaporate?’ (Shipley, 1983). This reflected confidence that nuclear deterrence proved to be
an electorally successful issue. By 1985, Thatcher’s advisers were more alarmed by debates
on nuclear weapons and Trident specifically. In a Policy Unit briefing on Heseltine’s draft
statement on the Defence Estimates (a White Paper), Nicholas Owen advised Thatcher that
‘We are losing the Trident argument with parts of the defence community — backbench
opinion and the quality newspapers have opposed it, on the grounds that it is excessive for
minimum deterrence’ (Owen, 1985). The focus had moved from peace protesters to
Conservative MPs and broadsheets. Owen (1985) argued that ‘Cruise will be vulnerable to
Soviet SAMs as the latter develop, but presumably the Americans will develop Cruise in line
with this threat. The essay [referring to the draft section on Trident] should deal with this
argument more fully, explaining the need to penetrate Moscow’s defences, otherwise
backbench and defence correspondents will continue to harp on about Trident’s costs.” In
the same month, the Paymaster-General, John Selwyn Gummer, wrote to Heseltine
expressing that ‘l am anxious to counter the growing argument which proposes that Trident
becomes unnecessary if we go into Star Wars [Reagan’s Strategic Defence Initiative].’
(Gummer, 1985). When Conservative policy-makers feared that public support for Trident
was falling, their response was to reiterate their existing policy and dismiss rival defence
policies. Painting a picture of stability and strength in Conservative defence policy
throughout the second term, Holmes (1989, pp. 81-82) argues no change occurred in public

opinion between the 1983 and 1987 general elections. The archival evidence shows that,
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by the middle of the second term, the Conservatives were concerned by the Trident debate
and particularly the international context related to nuclear arms control. This did not
result in policy change because the Conservatives preferred to discredit alternatives. They
were committed on Trident to an extent that changing course would have undermined
their credibility.

Following the October 1986 Reykjavik Summit, electoral factors contributed to
Thatcher’s alarm over American concessions to the Soviet Union and implications for
British defence. Electoral interests shaped policy even in an area often discussed through
the prism of strategic and moral questions. While as a believer in deterrence Thatcher had
substantive objections to Reagan’s goal of abolishing nuclear weapons, these were coupled
with concerns about the electoral consequences of Reagan’s specific proposal to eliminate
ballistic missiles within 10 years, when Trident had become a dividing line between the
government and its political opponents. When Thatcher met Reagan at Camp David in
November 1986 to protest against the proposal to eliminate ballistic missiles, one of her

briefing cards read: ‘Above all you have to consider the effect of your proposal on pro-

American governments in Europe and particularly in the UK. The political effects could be

devastating and bring to power governments which would remove American bases and
weapons and reduce your security.” (Powell, 1986). A subsequent card read: ‘Most

important in political terms, it would help if you would reaffirm your intention to proceed

with your own strategic modernisation programme and confirm your support for the

supply of Trident to the UK under current arrangements.” (Powell, 1986). These briefing

cards reveal the influence of British domestic politics on NATO nuclear strategy and the
cardinal importance of retaining Trident for the Conservatives politically. The day that
Thatcher arrived in the United States to meet Reagan, her Political Secretary Sherbourne
received a note from John Houston, special adviser to Howe as Foreign Secretary (Houston,
1986b). This enclosed an earlier minute by Houston entitled ‘Next Steps on Presentation of
Arms Control and Defence Policies’, with a section entitled ‘Help from Abroad’ describing
how friendly foreign politicians, ‘mainly Republicans and CDU/CSU’, should be encouraged
to criticise Labour defence policies (Houston, 1986a). In his interview, Sherbourne recalls ‘I
think she [Thatcher] genuinely saw defence as her belief, but she also thought tactically
that this was a very effective policy on which to attack the other side for being weak and
feeble’ (Sherbourne, 2018). The Conservatives recognised defence (especially nuclear
defence) as favourable terrain on which to attack Labour and valued the perception that

Conservative policies formed part of an international security consensus. In outlining a
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framework for analysing the Thatcher governments, Bulpitt (1988, p. 184) argues that
governing parties will pursue self-interest (not the interests of their state) within external
affairs. Bulpitt (1988, p. 201) goes on to characterise the Reykjavik Summit as an
unwelcome surprise for the Conservatives which was mitigated by the 1987 General
Election occurring before the agreement on intermediate-range nuclear forces came to be
finalised later that year. The archival evidence available now, in addition to confirming that
Reykjavik Summit was not well-received, shows that Thatcher used a meeting with Reagan
to lobby against his policy citing domestic political circumstances. This is consistent with

Bulpitt’s assumption that parties follow domestic political interest in foreign affairs.

5.5.3. Institutions

The Star Chamber process incentivised the Treasury to seek the largest possible reductions
in defence expenditure in bilateral negotiations with ministers. Administrative tactics led
the Treasury to neuter MOD funding bids with demands for large cuts. The Treasury could
do this because the Star Chamber institutionalised restraint by compelling ministers to
make choices which complied with overall planning totals. In September 1986, John
MacGregor as Chief Secretary was advised by Dianna Seammen, a Treasury official
responsible for defence, to settle for no change in the baseline for MOD funding for 1987-
88 and 1988-89, and to accept an increase of £150m from the baseline for 1989-90
(Seammen, 1986). Seammen was concerned that, if the Treasury did not settle, the Star
Chamber might adopt a real-terms increase for 1989-90 (requiring a rise of £292 million
from the baseline in cash terms) because ‘the principle of level funding could have political
attraction.” (Seammen, 1986). However, counselling against such a settlement, Butler,
Second Permanent Secretary of the Treasury, advised MacGregor that ‘I still believe that
you have some chance, when colleagues see the overall scale of the problems in the
Survey, of achieving the cuts of -300, -300, -300 which you have proposed.” (Butler, 1986b).
Significantly, Butler added that ‘Even if you do not get your reductions, | would think that
there is still a fair chance of persuading the Star Chamber to split the difference in the last
year between you and Mr. Younger. In that case, you would come out no worse than DM is
now proposing.’ (Butler, 1986b). Asked about this advice, Butler commented in his
interview, ‘Under Whitelaw as Chairman of the Star Chamber, the process was particularly
effective, in that Whitelaw let it be known that, if Secretaries of State could not reach

agreement with the Treasury and they came to the Star Chamber, they would do worse
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than if they had settled. This became known and believed, so the threat of the Star
Chamber was effective means of controlling public expenditure.” (Butler, 2019). Such
tactical considerations blocked a potential budgetary settlement. In line with the prediction
of Butler (1986b) that they would ‘split the difference in the last year’, the Star Chamber
ultimately agreed no change from the baseline for 1987-88, a reduction of £33m from the
baseline for 1988-89 and increase of £157m from the baseline for 1989-90, compared to an
MOD proposal of a £432m increase from the baseline for 1989-90 (Whitelaw, 1986).
Despite the political risk of cutting defence expenditure in real-terms (noted in Seammen’s
letter), the compromise adopted by the Star Chamber was similar to the terms which
Seammen proposed offering to the MOD previously, but with an extra cut of £33m agreed
for 1988-89. Instead of electoral arguments, the decision on defence expenditure was
driven by the Star Chamber’s institutional dynamics and the incentives it created for the
Treasury beforehand.

Reductions in defence expenditure were aggressively pursued in part due to
Treasury efforts to ensure that the defence budget was subject to the same standard of
scrutiny as other departments. As Defence Secretary, Heseltine strongly resisted Treasury
interference on procedural grounds, whereas Younger was more open in principle but still
resisted specific cuts. This highlights that ministerial performance is a key factor
conditioning institutional considerations. The Treasury faced a more pliable opponent in
Younger than Heseltine. In his memoirs, Lawson complaining about the practice of granting
a block budget to defence (without item-by-item scrutiny), laments that ‘Heseltine had not
been prepared to surrender the block budget which he had inherited, chiefly because he
wanted to use the defence budget to implement a UK industrial policy’ (Lawson, 1992, p.
313). Lawson claims that Heseltine’s departure led to acceptance in April 1986 that the
MOD would ‘open its books to the Treasury and allow the expenditure round to be
conducted on an item by item basis’, as part of an ‘unrecorded concordat between George
Younger and John MacGregor, buttressed by a similar one between [Clive] Whitmore and
[Robin] Butler.” (Lawson, 1992, pp. 313-314). Butler (2019) did not recall this in his
interview. Despite the concordat described by Lawson, in July 1986, Butler wrote to
MacGregor observing that, ‘the prospects for achieving cuts [in defence] have worsened’
and mentioned ‘a political climate in which cuts will be hard to achieve.” (Butler, 1986a).
Questioned about this in his interview, Butler commented, ‘I am rather surprised by that
because, when Heseltine went, he was a big and forceful minister. George Younger was a

very much more amenable person.’ (Butler, 2019). The wider archival evidence accords
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with Heseltine offering more fundamental resistance to the Treasury’s proposals, but it also
shows that Younger still opposed cuts. In his April 1985 letter to Thatcher, referenced
above, Heseltine disputed the Treasury’s approach to cash planning, complaining that
‘there remains an unease that the underlying rationale for cash planning has little to do
with increased efficiency but is instead a mechanism for ratcheting down programmes
regardless of their priority.” (Heseltine, 1985). In April 1986, Younger continued to raise
objections. During the 1986 Public Expenditure Survey, Younger’s Private Secretary
complained to the Treasury ‘that the new cash uplift factor for programme expenditure

and running costs should again fall short of forecast inflation’ and argued this was
unrealistic (Howe, 1986). Younger endeavoured to continue to protect the defence budget,
but his point in April 1986 was limited to the size of the cash uplift factor, as opposed to the
motivations underpinning cash planning as a system, which was raised in Heseltine’s April
1985 letter. Apart from disputes over specific settlements, the Treasury aimed to embed
institutional norms (such as cash planning and line-by-line scrutiny) which would lead to
lower defence expenditure in the long term. Relative to Heseltine, Younger proved less
effective in resisting such Treasury manoeuvres.

Despite Heseltine’s attempts to protect his budget, he was himself highly sceptical
of NATO and American calls for higher defence expenditure. Heseltine told the German
Defence Minister in January 1985 that ‘he was wary of the [US] Administration’s obsession
with hiking up defence expenditure which he believed to be counter-productive. It would
lead to ever higher expenditure on both sides and was not justified by the present risk of
war particularly in Europe.” (MOD, 1985). In Heseltine, Thatcher had appointed a secretary
of state who was not naturally supportive of defence expenditure and was inclined to
challenge aspects of the Anglo-American military consensus. However, such feelings were
not confined to Heseltine alone. By the mid-1980s, Conservative politicians believed that
they had already fulfilled their obligations to NATO and were prepared to allow domestic
priorities to take centre stage. Discussing planned cuts in a letter to Younger in April 1986,
Norman Lamont as Minister for Defence Procurement submitted that ‘l do not think that
we need to be put too defensive in our dealings with NATO on this’ and that ‘We have an
excellent record of increasing defence our defence effort since 1979 but it is only common
sense to observe that this rate of increase cannot go on for ever.” (Lamont, 1986). Dated
after the end of Heseltine’s tenure, this reveals an unwillingness to allow NATO obligations

to dictate expenditure policy. To the extent that the NATO spending target previously
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imposed a constraint on defence policy, this was counteracted by ministers who refused to
allow external institutions to shape their decisions.

Institutional pressure from the Treasury and NATO allies favouring cheaper options
in defence procurement was countered by Heseltine’s view that supporting the British
defence industry should be an objective. This illustrates the significance of ministerial
performance in determining the relative significance of institutions. In this instance,
Heseltine’s resistance to institutional constraints was more closely related to his own
personal views than the ideological aims of Thatcher or the party generally. This is
illustrated by Heseltine’s decision, announced 28 July 1983, to order British Aerospace’s
ALARM system as anti-radiation missile for the Royal Air Force in preference to the less
expensive and already tested HARM system developed by the United States (House of
Commons, 1983a). This decision was taken despite a warning from the Treasury that British
Aerospace would be unable to deliver the contract within the terms of their bid (Lawson,
1983). Concerns were not limited to the Treasury. A month before the decision on the
ALARM system, Thatcher received a briefing from Mount, an economic liberal who served
as head of her Policy Unit. (Mount, 1983a). Listing his objections to defence expenditure
practices, Mount argued that ‘All these defects are obvious in the way Michael Heseltine
has presented the Harm/Alarm decision. You will not need the arguments rehearsed yet
again. But there is no other area of Government expenditure where £150 million could be
so easily saved and performance of the function actually improved.” (Mount, 1983a). Thus,
Heseltine pushed for the British option despite doubts in Downing Street and across
Whitehall. The Cabinet approved the choice of ALARM on the day of his Commons
announcement, after a discussion two days before finished without a decision (Cabinet
Office, 1983). Given the concerns within government over choosing ALARM over HARM as
an anti-radiation missile, Heseltine’s role in framing the issue (emphasising industrial
policy) was pivotal. Institutional resistance is less significant when ministers are
enthusiastically pursuing a policy, but ministerial efforts may not be focused on their

party’s ideological priorities.

189



5.6. Third Term

5.6.1. Ideology

A key reason why defence expenditure declined in the late 1980s was because the
Conservatives attached greater importance to areas of policy central to Thatcherite
domestic reforms. The place of defence within New-Right ideology did not lead to higher
expenditure. The Conservative leadership weighed the ideological value they attached to
defence against delivering reforms in health, education and local government, the political
risk that they would be accused of under-funding domestic public services, and the danger
of compromising their reputation for economic management. Table 1 of the appendix to a
parliamentary briefing on defence expenditure shows a spending contraction from 4.4% of
GDP in 1984-85 to 3.3% in 1989-90, with a real-terms cut of 5% in 1988-89 (Dempsey,
2018). This represented a much less favourable settlement than was granted to health,
which received a real-terms increase of 3.6% in 1988-89 (Harker, 2019, p. 14). In
introducing the 1989 Public Expenditure Survey to the Cabinet, Lawson emphasised that ‘it
was essential for political and economic reasons to retain tight control of public
expenditure’ and that ‘Above all, the Government must retain its reputation for good
economic management’ (Cabinet Office, 1989b). In the ensuing discussion, it was
highlighted that ‘some areas of public expenditure, such as health and education, had a
high political priority following the Government’s reforms’ (Cabinet Office, 1989b). The
areas described in the cabinet meeting as enjoying ‘high political priority’ were domestic
public services undergoing a reform programme. It was in those areas, not defence, where
Thatcher’s ministers were seeking to achieve major changes. Defence had insufficient
priority to overcome the political imperative of protecting the Conservative ‘reputation for
good economic management’ cited by Lawson. Defence expenditure had to be cut so the
government could simultaneously safeguard its reputation for economic management
while achieving reforms in health and education. In his analysis of Conservative politics
under Thatcher, Bulpitt (1986, pp. 27-28) argues that Conservative politicians aimed to
preserve autonomy in policy areas perceived as high politics (including defence, foreign
policy and economic management) from constraints imposed by the demands of low
politics (including social policy agendas). It is therefore curious that Thatcher’s government
focused cutting on defence expenditure in order to enable increased funding

accompanying health and education reforms. Maintaining military capacity (as opposed to
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foreign policy) was not conceived as a core priority relative to reforming health and
education. We should be cautious about using ideology to define which policy areas matter
to a government.

By contrast, the role of ideology in Conservative policy-making on NATO nuclear
strategy increased modestly after 1987, albeit only due to Thatcher’s personal reluctance
(not shared by most other senior ministers) to match policy changes by Britain’s allies.
Ideological considerations were always relevant to Conservative thinking (reflected in
hostility to the terms of SALT ll), but by the third term Thatcher was more alarmed about
allied policy and more confident about voicing her concerns. Her position resulted in minor
changes to NATO strategy, but the Conservatives were still forced to acquiesce in alliance
initiatives that Thatcher opposed. Other senior Conservatives (in particular Howe as
Foreign Secretary until July 1989) did not share Thatcher’s objections. After the 1987
Intermediate-Range Nuclear Forces Treaty led to the removal of intermediate-range
nuclear weapons, the government (on Thatcher’s personal initiative) sought to preserve
tactical nuclear weapons more generally. In her memoirs, Thatcher presents her
perspective on short-range nuclear forces ideologically, recalling that ‘My basic position on
Short-Range Nuclear Weapons was that they were essential to NATO’s strategy of flexible
response.’ (Thatcher, 1995a, p. 784). Thatcher recounts telling German Chancellor Helmut
Kohl ‘that in putting the case for SNF to his own people he should simply ask the
fundamental question whether they valued their freedom.’ (Thatcher, 1995a, p. 785). In his
memoirs, Howe recalls that ‘not least because of the steady improvement in the East-West
climate, Margaret was becoming increasingly isolated in her commitment to the view that
short-range (less than 500 kilometres) land-based missiles (SNF) were essential to the
flexibility of NATO’s defensive responses. Our own soldiers —and George Younger himself —
were becoming steadily less attracted by tactical nuclear weapons of this kind.” (Howe,
1995, p. 564). Notwithstanding the deterioration in Thatcher and Howe’s relations, his
observations suggest that Thatcher was domestically as well as internationally isolated.
Howe notes that at the May 1989 NATO Council meeting ‘the divergence between the
British and German views on SNF negotiations stuck out like a sore thumb’, leading
eventually to an American compromise whereby talks with the Soviet Union proceeded
‘early’ on the German timetable subject to agreements on reductions in conventional
forces first (Howe, 1995, p. 565). Thatcher’s support for short-range nuclear weapons was
reflected in the British negotiating stance to the point that it caused gridlock. Howe’s

recollection is confirmed in a note before the summit by Thatcher’s Foreign Affairs Private
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Secretary Powell warning that ‘The tactics of the discussion will be difficult. All other NATO

members accept the principle of SNF negotiations and differences exist only on the
conditions to be met before negotiations are held.” (Powell, 1989a). Britain’s isolation could
be regarded as reinforcing portrayals of the late-Thatcher period as more ideologically
coherent (Dolowitz et al., 1996; Kerr and Marsh, 1999; Jessop, 2015). Yet it was not so
much that arms control policy became more extreme (as it reflected continuity with the
existing levels of western nuclear capability) or coherent (as Thatcher was decreasing
British defence expenditure while complaining about Soviet conventional forces), but that
Thatcher’s idiosyncratic reaction to world developments failed to evolve with NATO's
collective position. In voicing ideological concerns about concessions to the Soviet Union,
Thatcher was (largely unsuccessfully) clinging to previous instincts rather than pushing
forward a new radical agenda.

Despite Thatcher’s view that a United Nations (UN) resolution authorising force
was unnecessary for military action following Iraqg’s invasion of Kuwait, the options actually
pursued by the government were pragmatic and consistent with the US approach. Thatcher
vocalised ideological preferences in favour of military intervention and action without a UN
mandate, but government policy was restrained by international and domestic political
forces. When Douglas Hurd (as Foreign Secretary) met Thatcher on 6 September 1990, ‘The
Prime Minister said that she was increasingly certain that Saddam Hussein would not come
out of Kuwait unless thrown out. She had reached the same conclusion about General
Galtieri in the Falklands conflict’ whereas Hurd ‘was more inclined to see a chance that
sanctions might succeed’ (Powell, 1990d). Thatcher formed an early opinion that military
action was needed, but Hurd took a more qualified view. Thatcher’s greater determination
to pursue military intervention was illustrated by her hostility to a UN resolution
authorising military action, contrary to the US position. In a subsequent book, Percy
Cradock, the Prime Minister’s Foreign Policy Adviser, recalls that ‘The Prime Minister
thought [a UN resolution authorising force] was not necessary: we had the right to act in
self-defence under Article 51 of the Charter of the United Nations Charter at the request of
the victim, the Emir of Kuwait.” (Cradock, 1997, p. 177). Cradock adds that US Secretary of
State James Baker was ‘almost certainly right’ in thinking differently. When Baker reported
to President Bush on 10 November 1990 about Thatcher’s reaction when he discussed
plans for a UN resolution with her and Hurd, he noted ‘In short, though she disagrees, |
think she will go along, but you may have to seal the deal with her. Her advisors seem to all

favor trying to obtain the specific UN authority.” (Baker, 1990). Baker anticipated that
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Thatcher’s view would not be the British government’s final position. In his memaoirs,
Hurd’s account of the same meeting is that he and Baker coordinated beforehand and that
Thatcher relented in the meeting; he adds that ‘Margaret Thatcher did not resent the fact
that he and | had conspired together’ (Hurd, 2004, p. 434). In his diplomatic efforts
surrounding the Gulf conflict, Hurd was more closely aligned with US policy than with
Thatcher’s stance. This partly reflected Hurd’s different ideological complexion to Thatcher,
but as the responsible minister he was also reflecting the expectations of international and
domestic political actors. When Hurd met with Gerald Kaufman (Shadow Foreign
Secretary), UN approval was identified as the key issue determining Labour support for
military action (Wall, 1990). When there was a US-led plan for achieving a UN resolution, it
would have been very unusual for Britain to advocate a different course, however strongly

Thatcher felt.

5.6.2. Electoral Politics

In line with the expectation that electoral considerations are more important at the end of
a government’s mandate, pre-election offers to minimise curbs in defence expenditure
were quickly withdrawn by the Treasury after the 1987 General Election. Bolstered by the
confidence of winning a third term, electoral arguments proved less persuasive. In July
1987, the Treasury official in charge of defence expenditure wrote to new Chief Secretary
(Major) noting that the additional finance for defence offered by MacGregor in March 1987
(and then rejected by Younger as insufficiently generous) ‘was on the understanding that
after the Election the fundamental issues of balancing the programme and the budget
would be addressed.” (Robson, 1987). Noting the bid for funds from Younger for the 1987
Public Expenditure Survey, Robson argued that ‘Mr Younger’s letter essentially builds on
the offer made by your predecessor and which he refused. He is confusing an offer which
was to meet a political need for a quick fix before an Election with the more systematic and
complete PES process.” (Robson, 1987). Robson’s letter reflects a Treasury view that higher
defence expenditure could be merited ‘to meet a political need for a quick fix before an
Election’, but that such considerations could be cast aside subsequently. By failing to agree
to MacGregor’s proposal prior to the election, Younger found himself confronted with a
less amenable Treasury position afterwards. Two days after Robson’s letter, Lawson and
Major presented a memorandum on the 1987 Public Expenditure Survey to the Cabinet,

with Major reporting that ‘No area of expenditure could be exempt from overarching
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scrutiny. The bids for education, health and defence would need to be scaled down.’
(Cabinet Office, 1987). Major opposed an MOD bid assessed by his officials as arising from
a pre-election Treasury proposal. Bove, Efthyvolou and Navas (2017) argue that
governments tend to spend more on social programmes and less on defence closer to
national elections, with the opposite tendency further away from the elections. This trade-
off is not reflected by policy discussions in the late 1980s. Instead Treasury ministers
contemplated protecting defence expenditure for electoral reasons prior to the election,
but subsequently grouped defence with the remainder of the government’s agenda as
requiring control upon returning to office.

While electoral considerations decreased in importance with the new Parliament,
they remained relevant to defence expenditure policy debates. Fiscal and administrative
imperatives were the key factor shaping policy, but ministerial efforts to protect defence
expenditure were rooted in their party’s interests as well as concerns about military
consequences. Following the 1987 General Election, Conservative advocates of defence
expenditure highlighted the risks to the party’s credibility. In his July 1987 letter submitting
his bid for the Public Expenditure Survey, Younger argued that ‘In recent PES rounds the
defence budget has progressively been driven below the level run in real terms from
1985/86 implied in the programme constructed by John Nott in 1981 — a programme
subsequently enhanced, for which we have taken political credit.” (Younger, 1987a). Unable
to cite immediate electoral need, Younger framed defence cuts as a threat to the ‘political
credit’ which the Conservative Party claimed as protectors of the national interest. Younger
further warned that, to meet the Treasury’s desired budget level, ‘I see no solutions other
than further cuts in programmes, which would be militarily, politically and industrially very
damaging’ (Younger, 1987a). While Younger may have been exaggerating, he portrayed
defence cuts as a threat to the Conservatives’ ability to govern effectively. Furthermore,
despite her willingness to oversee large defence cuts overall, Thatcher continued to make
electoral cases for spending on specific budget components. In a meeting with Tom King
(who succeeded Younger as Defence Secretary in July 1989) in June 1990, she told him that
cuts to the number of frigates and submarines, apart from the effects on the Royal Navy,
‘would also cause political trouble and would need to be looked at again.” (Powell, 1990a).
When the review paper returned to Thatcher in July 1990, Powell reported it ‘still proposes
a Frigate force of only 38 with a further five in reserve, rather than the 43 active frigates

which you wanted to see.” (Powell, 1990b). Electoral arguments remained integral to the
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case for higher defence expenditure, but they were not decisive set against an overriding
agenda to achieve cuts.

Defence ministers continued to favour procurement based around collaboration
between British and European firms on political grounds, although Downing Street and the
Treasury were never reconciled to this. The Treasury had less institutional power over
specific contracts than it did over the budget, so electoral and ideological considerations
specific to defence prevailed. In March 1988, Policy Unit special adviser John O’Sullivan
sent Thatcher a briefing decrying an MOD presentation favouring the European Fighter
Aircraft over the American alternative Hornet 2020 as an attack aircraft for the Royal Air
Force (O’Sullivan, 1988c). After describing a meeting that he and a Treasury civil servant
held with US military representatives, O’Sullivan (1988c) requested an opportunity for the
American option to be explored, arguing ‘In purely budgetary terms, the Hornet looks very
attractive. Some estimates put the long-term cost at about half of EFA’s.” However,
O’Sullivan acknowledged that ‘There are, however, considerable political difficulties in
achieving this. Briefly, on EFA, you have to steer a safe course between the Scylla of Nimrod
and the Charybdis of Westland.” (O’Sullivan, 1988c). O’Sullivan was conscious that Thatcher
favouring a US supplier over a British-European collaboration could be perceived as
mirroring Westland. Before O’Sullivan’s briefing was submitted, Charles Powell informed
Thatcher: ‘I would very much advise against asking for a separate briefing by the
Americans. This would cause consternation in the British Aerospace industry with
consequences for share prices.” (Powell, 1988). Powell’s note reflected the political
sensitivities from threatening contracts with British firms. When Younger informed
Parliament of the decision to pursue the European Fighter Aircraft in April 1988, he argued,
‘This will open up major opportunities for British industry, and | estimate that the
development task alone will give direct long-term employment to between 3,000 and 4,000
people in the United Kingdom.” (House of Commons, 1988b). In another instance, Younger
wrote to David Young (Trade and Industry Secretary) in August 1987 proposing ‘a European
wide procurement environment’, intended to allow British firms to bid for European
contracts equally to compensate for competitive tendering of MOD contracts (Younger,
1987b). Intervening from the Treasury, Lawson responded emphasising that ‘it will be
important to make clear that the aim is free competition Europe-wide and further that the
arrangement will not diminish the opportunities for two-way trade on defence
procurement with the United States.” (Lawson, 1987). Whereas Younger worried about the

cost to British firms, Lawson desired the least expensive options. While Thatcher and
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Lawson did not share their perspective, the MOD regarded defence collaboration between

Britain and Europe as preferable.

5.6.3. Institutions

Faced with conflicting international and domestic pressures over the aggressiveness of
Britain’s response to the invasion of Kuwait, government policy was driven by the desire to
maximise the impression of unity domestically and internationally. The desire for unity
inclined the government to conduct military operations under terms determined by others.
While Thatcher and her government favoured intervention without American influence,
allied pressure was relevant to the details of British participation. In discussions over rules
of engagement for British forces protecting Saudi Arabia in August 1990, the MOD advised
Thatcher that they faced ‘an acute dilemma’ as Saudi Arabia had decided to treat any Iraqi
aircraft in its airspace as hostile and the US was adhering to this policy, contrary to what
was previously agreed with the US (Binstead, 1990). In response, Thatcher’s Foreign Affairs
Private Secretary Powell urged a speedy resolution and noted that ‘If the fact of the
present disagreement were to become public, it would be damaging both to us and to the
multinational force.” (Powell, 1990c). The risk of adverse publicity provided an incentive to
discreetly align British and allied approaches. The advice communicated to the FCO was
that it was ‘operationally impossible’ for coalition forces to operate with different rules of
engagement and that British forces would be excluded unless rules of engagement came
into line (UK Ambassador Jedda, 1990). Five days later, Thatcher spoke with the Attorney
General, who confirmed approval for new rules of engagement (Stacey, 1990). Unusually,
Thatcher then wrote directly to the Saudi Arabian Ambassador to the United States ‘to
reassure you that there are no inconsistencies between our Rules and those applied by the
Americans. In particular, it is not the case that we will require visual contact between our
aircraft and a hostile one before permitting an engagement.’ (Thatcher, 1990e). The
unequivocal assurance in Thatcher’s letter did not reflect the ‘acute dilemma’ identified in
the earlier MOD briefing for Downing Street (Binstead, 1990). In order to resolve the
dilemma, British policy changed to match the rules of the US and Saudi Arabia. US military
doctrine represented an institutional framework to which Britain adapted.

A major factor behind unfavourable decisions for the defence budget was a
perception among other institutions that existing expenditure was wasteful. Concerns

about the MOD’s competence in managing equipment contracts and its resource
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management were prevalent at the Treasury, and shared by Thatcher and her advisers. For
the Treasury, appealing to Thatcher’s doubts about the MOD’s effectiveness was a way of
achieving its institutional objective of real-terms defence cuts. In July 1987, Lawson was
copied into a note (by Butler, as Second Permanent Secretary and previously Thatcher’s
Principal Private Secretary) recommending that Thatcher be given a presentation using
material on MOD inefficiency as this ‘could, | think, impress the Prime Minister and Lord
Whitelaw with the scope for MOD to solve their problems by managing their resources
better.” (Butler, 1987). Lawson’s Private Secretary handwrote ‘Worth doing?’ on the
document, to which Lawson replied ‘Yes’. As Butler’s note implied, Downing Street was
open to the interpretation advanced by the Treasury. In the same month, Thatcher held a
meeting on procurement with Younger and senior MOD representatives. In the meeting,
Younger requested ‘additional funds’, claiming that they were ‘already delivering significant
savings, and transferring a greater share of the risk on contracts from the MOD to industry.’
(Powell, 1987). By comparison, ‘The Prime Minister said that the problems in the
equipment programme were even worse than she had thought.” (Powell, 1987).
Significantly, Thatcher added ‘the MOD could not expect the Government to save it from
the effect of past mistakes by providing more money to fill the resulting in [sic] gap.’
(Powell, 1987).

By ‘past mistakes’, Thatcher likely had in mind the cancellation of the Nimrod
Airborne Early Warning System in December 1986, which Thatcher’s memaoirs characterised
as ‘a unique — and uniquely costly — lesson in how not to monitor and manage defence
procurement’ (Thatcher, 1995a, p. 424). This provides a key explanation for the major fall
in defence expenditure in the late 1980s recorded by Dempsey (2018). In his interview,
Butler (who became Cabinet Secretary in 1988 after his tenure as the Treasury’s Second
Permanent Secretary), recalls ‘The failure of that [AWACs, the airborne radar detection
system] was something which greatly incensed Margaret Thatcher. The quality of the
Ministry of Defence’s management became an issue.” (Butler, 2019). Butler’s observation
explains his July 1987 advice to Lawson to brief Thatcher on defence management (Butler,
1987). The Nimrod situation towards the end of the previous Parliament reinforced adverse
perceptions of the MOD. Throughout Thatcher’s third term, she remained suspicious of
defence procurement and doubted the MOD’s effectiveness. At a September 1990 meeting
with King and senior military officers regarding whether to send Challenger 1 tanks to the
Gulf, “The Prime Minister commented that the problem of a shortage of spares did not

reflect well on the management of the MOD or the Army, especially when one recalled the
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vast sums of money wasted on projects like AWACs and EH101.” (Powell, 1990e).
Thatcher’s comments suggested that the MOD should fulfil its requirements by using its
budget more efficiently. Administrative concerns inclined Thatcher to reject MOD
budgetary requests and assisted the Treasury in realising falling expenditure.

Whereas Treasury ministers and officials led the drive for cuts in the 1980s,
changing geopolitical circumstances by 1990 allowed Thatcher, King and the MOD to
portray major reductions in capability as positive and inevitable in the 1990 Defence
Review, entitled Options for Change. Externally, ministers emphasised the international
climate and arms control. Internally, the government regarded financial sustainability as
key. Linking fiscal decisions to international political conditions allowed the Conservatives
to implement cuts without appearing to weaken defences. In a letter Thatcher sent in July
1990 separately to several allied leaders, she justified the cuts by referring to ‘the radically
changed military environment in Europe, including the prospect of Soviet withdrawal from
Eastern Europe, and the implementation of the CFE Treaty [Treaty on Conventional Armed
Forces in Europe].’ (Thatcher, 1990d). This referred to mutual reductions in conventional
forces under negotiation by NATO and the Warsaw Pact. Similarly, when announcing the
review to Parliament, King claimed ‘The “Options for Change” have identified the ways in
which our forces might be restructured by the mid-1990s in the light of these
developments. The pace of change will depend upon the signature and implementation of
a Conventional Forces in Europe agreement’ (House of Commons, 1990). Both Thatcher’s
letter to world leaders and King’s Commons remarks exaggerated the relationship between
the CFE Treaty negotiations and the review. In fact, an MOD paper discussing the proposals
specifically noted that ‘The proposal represents a more substantial reduction in presently
planned front-line forces than can be justified merely as a response either to CFE or to
changes so far in the military situation. However, public expenditure pressures, the
prospects for a more benign international climate in Europe, and the need to evolve in a
more coherent fashion over a number of years to a new force structure [...] argue that a
step of this nature needs to be taken’ (MOD, 1990). Likewise, in a written report for
Thatcher in advance of his announcement in July 1990, King argued ‘We are trying to do
more at present than we are prepared to pay for. There are serious manpower shortages to
meet our existing commitments.” (King, 1990). King also acknowledged that his proposed
cuts ‘would go well beyond those directly required, or justified by, a CFE agreement itself.’
(King, 1990). This highlighted the mismatch between existing theoretical capability and the

government’s willingness to pay as the real reason for cuts. Schmidt (2014) draws a
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distinction between the coordinative discourse (internal discussions amongst policy-
makers) and communicative discourse (presentation of policy to the public and markets) by
European institutions in the European sovereign debt crisis. The same distinction can also
be seen in the difference between the external presentation of the Defence Review (the
communicative discourse) and the private acknowledgement that reductions were required
for fiscal sustainability (the coordinative discourse). In assessing the motivations behind the
Options for Change proposals, we should give greater weight to the financial reasons in the
MOD paper and King’s report to Thatcher.

Yet even though they were used by Conservative politicians for presentational
reasons, external political trends still contributed to politically enabling the decision to
implement the review desired on financial grounds. When King met Thatcher in June 1990,
he warned that ‘in terms of personnel, the Navy would go down by 6 per cent, the RAF by
15 per cent and the army by 23 percent.” (Powell, 1990a). Thatcher raised political concerns
about frigate numbers, discussed in the previous sub-section, ‘But overall she thought that
we could present the reductions positively as a move to a new defence posture, reflecting
the new situation in Europe.’ (Powell, 1990a). This reveals a conscious choice to ‘present’
the justification for the 1990 Defence Review as adapting to external political
developments, not fiscal restructuring. It would have been harder for the government to
pursue a policy based on the latter and political considerations may have prevented it.
Instead, changed global circumstances allowed Thatcher to conclude that they ‘could
present the reductions positively’. In a contemporary academic study, Byrd (1988) noted
that ‘In 1988 the defence budget appears to be in need of either a massive injection of
funds or a serious review of commitments. The government has rejected the first and
refuses to contemplate the second.” (Byrd, 1988, p. 179). Despite being framed as part of
mutual conventional force reductions, the 1990 Defence Review was essentially the
‘serious review of commitments’ forecast by Byrd two years prior. This was facilitated by
institutionalising a discourse based on adjusting to new geopolitical realities. Policy-makers
consciously used improvements in the security context in order to justify a reduction in

capability pursued for fiscal and organisational reasons.

5.7. Conclusion

Decisions on defence expenditure, military intervention and nuclear strategy were

significantly affected by electoral and institutional concerns. While their commitment to
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national defence as the first duty of government was not intended by Conservative
politicians as purely rhetorical, the influence of ideology on defence expenditure was weak
and became progressively weaker throughout the Thatcher governments. This is consistent
with the proposition that the significance of ideology declines with longevity in office and is
partly related to experience in government. Especially after the mid-1980s, ideological
support for defence did not lead to greater expenditure because there were countervailing
institutional and electoral factors dictating reductions. Administrative concerns within the
Treasury and the Cabinet Office about the scope for lower defence expenditure were
accompanied by successful efforts to redefine the NATO target and embed new processes
for scrutinising the detail of defence expenditure. The same concerns about MOD waste
(particularly in procurement) were shared by Thatcher. Her meeting with Younger and
MOD officials in July 1987 is instructive in highlighting the role of past experiences in
shaping Thatcher’s view of defence spending (Powell, 1987). Ideological arguments for
defence expenditure were weaker if politicians believed it would be managed
incompetently. Additionally, building military capacity did not have the same electoral
appeal within government as economic management (specifically in the first term in the
face of recession) or public services (in particular by third term in office when health and
education reforms were pursued). This disadvantaged the MOD in negotiations with the
Treasury and the Star Chamber process. The Options for Change review in July 1990 was
the culmination of a mismatch between aspirations for a stronger military and the
unwillingness of the Conservatives to finance those aspirations. The 1990 Defence Review
could be pursued because of new institutional and political narratives justified by referring
to geopolitical shifts. This supports claims in discursive institutionalist literature that policy
change is more likely when the external environment is in flux and institutional discourses
develop to present new developments in a way that advances previous interests and
objectives (Schmidt, 2016; Neep, 2018).

Extending beyond expenditure, ideological considerations were present in other
aspects of defence policy-making but did not usually determine policy outcomes. As such,
similar conclusions can be drawn regarding the financial and non-financial components of
defence policy. For instance, significant ministerial disagreements on ideological grounds
existed during the Falklands War and the Westland affair, but the ultimate decisions were
not ideologically-driven. In the discussions preceding and accompanying military
intervention in the Falklands, Thatcher consented to American proposals which she fiercely

opposed and the Conservative government only ceased negotiating seriously when its
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electoral popularity increased as a result of military action. Similarly, senior members of
Thatcher’s government favoured the American approach over Thatcher’s ideological
opposition to a second UN resolution when responding to Iraq’s invasion of Kuwait, partly
because they were aware that UN support was desirable for domestic political reasons.
Thatcher had little choice but to agree. Electoral and external institutional constraints
proved more significant than ideology. The institutional frameworks provided by NATO and
the United States were particularly vital on nuclear defence policy, both when considering
Britain’s own deterrent and its participation in NATO talks with the Soviet Union. Prior to
the third term, Thatcher’s most marked departure from American leadership on nuclear
strategy came after the October 1986 Reykjavik Summit, which led her to cite electoral
arguments directly to Reagan in her following meeting. The urgent needs of electoral
politics proved to be significant in international affairs. The role of ideology was somewhat
more relevant in Thatcher’s concerns over reductions in short-range nuclear forces planned
during the third term (an instance where longevity gave Thatcher confidence in diverging
from a new American president), but the significance was lessened by Thatcher’s (domestic
and international) isolation and she was forced to accept American proposals. Across the
range of defence policy, the role of ideological factors was limited by electoral and
institutional constraints. Decisions by Conservative ministers broadly followed a trajectory
determined by domestic and international institutional frameworks, with variations from

this pattern stemming mainly from electoral politics.
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Chapter 6: Conclusion

6.1. Introduction

The main purpose of this concluding chapter is to synthesise the analytical findings from
the preceding empirical chapters and demonstrate the contribution made to debates on
the Conservative Party under Thatcher’s leadership. In the course of developing these
findings, this conclusion also illustrates the contribution made to our understanding of the
ideological, electoral and institutional influences on policy-making by political parties in and
out of office within and beyond British politics. An additional purpose of this chapter is to
evaluate whether the research methodology (particularly the emphasis on archival
research and the choice of case studies) has generated useful insights which are well-
grounded in the empirical evidence.

Drawing together the findings from across the three empirical chapters, this
chapter argues that economic management, health care and defence represent key areas
where explanations of Thatcherism based on ideology struggle to account for the trajectory
of policy decisions over the period from 1975 to 1990. The abandonment of monetarism in
favour of a focus on the exchange rate, the rejection of a greater role for private medicine,
and the downgrading of the priority given in opposition to defence expenditure relative to
domestic public services, are inconsistent with Gamble’s leading ‘Free Economy and the
Strong State’ interpretation of the Thatcher governments (Gamble, 1994). This thesis
contends that institutional and electoral variables contribute significantly to explaining
departures from New-Right ideology. The influence of electoral politics included a long-
term aversion to radical policy change in electorally sensitive areas (especially the NHS) and
the impact of the electoral cycle (before and after general elections) in delaying unpopular
policies and bringing forward policies thought likely to be more popular. Yet the research
also suggests that the electoral costs and benefits were judged not only by a given policy’s
perceived direct popularity, but by its effect on the general impression of the
Conservatives’ governing competence (highlighted previously by Bulpitt, 1986). Policy
change, where it occurred, was usually driven by institutions rather than ideology. The role
of institutions (with the important exception of the international economy as an external
constraint) has been neglected in existing approaches, which have tended to be divided
into ideological, political and economic explanations (Marsh, 1995). This research remedies

that defect by evaluating institutions alongside ideology and elections.
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Within the policy areas studied, ideological considerations were generally strongest
when aligned with institutional objectives and capacities. Key institutions included relevant
department/s (with the Treasury also playing a key role in health and defence policy), but
also international actors by which the Conservatives anchored their credibility (including
financial markets and NATO as an intergovernmental body). Theorising how institutions
limit the role of ideas, Béland (2009, pp. 708-709) argues that ideational policy change is
affected and limited by institutional factors, such as support from strong agenda-setting
institutions, opposition from interest groups and pre-existing policy norms. By highlighting
the institutional constraints facing Thatcher during her tenure as Conservative leader, this
research validates and builds on Béland’s contention that policy change becomes more or
less likely when particular institutional conditions are fulfilled.

This conclusion has four sections. The first section argues that, while Thatcher and
her close allies held and voiced ideological beliefs, Conservative thinking even within this
inner group was too varied to provide a coherent set of principles applicable to policy-
making. Furthermore, the research findings suggest that individual ideas were mainly
invoked instrumentally to support policies selected for institutional or electoral reasons.
The second section argues that institutional considerations were the most consistent factor
determining policy. Institutional factors were significant in opposition and in 1979 to 1981
(alongside electoral and, to a lesser extent, ideational factors), but gained especial
importance (as the foremost driver of policy relative to other considerations) after the
middle of Thatcher’s first term in all three policy areas studied. The third section argues
that, to the extent that policy-making deviated from the trajectory dictated by institutions,
this was most often due to electoral sensitivities. In particular, the third section emphasises
proximity to the next election and mid-term changes in government popularity as
conditions which heightened the influence of electoral factors. The final section argues that
archival documents are the most reliable and comprehensive source of evidence available
for asking political-science questions about elite decision-making during the Thatcher
period. This section also discusses the merits of studying economic management, health

care and defence.
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6.2. Ideology

6.2.1. Lack of Ideological Coherence

Conservative policy-makers under Thatcher did not follow a coherent collection of
principles. This led to New-Right ideology (or even ideas more loosely) exerting less
influence over policy decisions than would otherwise have been the case. In the absence of
a coherent ideological bias, the empirical evidence in this thesis suggests that politicians did
not invoke ideas primarily for their intrinsic merit. For example, when debating whether to
increase mortgage interest relief, Howe (counselled against a rise by his officials) argued it
was a subsidy to current homeowners which prevented general tax reductions, whereas
Thatcher referred to their belief in ‘the property-owning democracy’ and emphasised the
necessity of policies benefiting their ‘natural supporters’ (Howe, 1983b; Thatcher, 1983).
Thatcher’s stance was subsequently reflected in Howe’s (pre-election) 1983 budget (Howe,
1995, p. 281). Both Thatcher and Howe’s arguments drew on neo-liberal thought, but
Thatcher’s (prevailing) position was rooted in the political case for rewarding Conservative
voters. A year later, despite Treasury officials seeking the relief’s curtailment, Lawson
reluctantly acquiesced to a request from Conservative Central Office to deny plans for
abolishing mortgage interest relief if asked; electoral sensitivity was again the reason, this
time during a by-election (Martin, 1984; Ridley, 1984b). Each side could marshal different
strands of neo-liberalism to its cause, but it was electoral factors which led the
Conservatives to diverge (temporarily) from the institutional preferences of the Treasury.
The range of contrasting neo-liberal arguments, used for institutional and electoral
purposes, illustrates not only that ideological factors were less significant than institutions
and elections, but also that there was no coherent doctrine embraced by the
Conservatives.

Given the finding that the significance of ideological considerations was lessened
by inconsistency between different intellectual influences, our understanding of Thatcher’s
leadership is not aided by treating Conservative policy-making as an ideological project. The
evidence in this thesis shows that the incoherence of the Thatcherite agenda considerably
reduced the causal significance of ideas. With a clash between liberal and conservative
values, there was continual ambiguity over the strength of Conservative policy-makers’
commitment to higher defence spending (Gilmour, 1976; Pym, 1979a; Cabinet Office, 1979;

Nott, 1982b; King, 1990). Similarly, with ideational goals to both expand private medical
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insurance and flatten tax rates, Conservative policy-makers were equipped with arguments
for and against tax relief for citizens with private health insurance (Mockler, 1980; Howe,
1981a; O’Sullivan, 1988a; Lawson, 1992, p. 612). In economic policy, without a coherent
understanding of monetarism and its relationship to other aspects of economic
management, the Conservatives departed from monetary targeting when setting interest
rates (Lankester, 1980; Wiggins, 1981; Peretz, 1986; Lankester, 2018). In these instances,
ideas exerted little influence on the trajectory of policy, in part because the thinking and
rhetoric of the New Right offered conflicting answers as to the desirability of higher
defence expenditure, the propriety of tax relief for private medical insurance, and the
trade-offs between fiscal and monetary easing. Without a consistent approach which
allowed them to select between competing intellectual tenets, Conservative policy
decisions primarily followed electoral and institutional interests.

For a thesis concerned with the relationship between ideology and policy, the
association between coherence and ideological policy choices is a good reason to focus on
the extent to which intellectual influences were consistent. Yee (1996, p. 102) argues for
analysing how ideas cause policy choices and not ideas in isolation. Ideological coherence
should be seen as a key condition for the causal role of ideas in policy formation. If the
favoured beliefs of politicians are consistent across sectors of public policy, and under
varied conditions, this suggests that politicians are driven by an abstract framework and
that the beliefs concerned have significance separate from the political interests operating
in each context (Berman, 2001, pp. 239-240). There is a stronger basis to infer that ideas
have a causal role if the ideas influencing a political project are consistent and together
constitute a coherent framework. As such, identifying the coherence (or incoherence) of
political ideas is useful when judging the connection between ideological considerations
and policy.

Although seminal ideological interpretations recognise Thatcherite incoherence,
the implications of acknowledging this are insufficiently appreciated. Ideological
incoherence did not merely pose problems for Thatcherites in pursuing conflicting aims,
but resulted in Conservative politicians typically selecting policies for reasons other than
New-Right ideology or the persuasiveness of the ideational justifications involved. The
absence of coherence limited the aims as well as the achievements of Thatcher’s
leadership. Existing accounts stress the disjointedness of Thatcherite thought (Hall, 1983, p.
29; Hall, 1988, p. 157, Gamble, 1994, p. 211). However, while emphasising intellectual

tensions, Gamble (1994, pp. 250-252) still presents Thatcherism as a hegemonic project
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which aimed to restructure British society around a liberal economy and a state capable of
enforcing its authority against disruptive and malign influences. Similarly, Hall (1988, p.
154) insists that, even if it did not actually establish hegemony, the Thatcherite project
sought to achieve ideological hegemony across multiple domains. This thesis argues that,
while Thatcher and her factional allies shared an outlook reflecting the elements described
by Hall (1983; 1988) and Gamble (1994), tensions between Thatcherite beliefs often
prevented Conservative politicians (including those aligned with the New Right of the
party) from structuring their choice of policies around ideological aims. The incoherence of
Thatcherism weakened the link between ideology and the formation of the Conservative
policy programme. Whether as regards monetary strategy after 1981, their preferred
model of health care, or the level of defence expenditure, Conservative policy-makers
under Thatcher’s leadership avoided attempting to resolve rhetorical contradictions and,
partly as a result, their policy direction was based on institutional and electoral
considerations. In allowing that there was no coherent set of ideas guiding Thatcher’s
leadership, ideological perspectives must also accept that the causal influence of ideology

was diminished.

6.2.2. Instrumental Role of Ideas

Ideational arguments were usually deployed to support policies chosen for institutional and
electoral reasons. The multiple perspectives within the New-Right traditions of the 1970s
and 1980s were employed to provide rationalisations for a wide range of policy options
considered by the Conservatives in opposition and in government. In conceiving the role of
ideas in Thatcher’s leadership, we could focus on the causal power of individual ideas
which the Conservatives drew on, separate from the influence of New-Right ideology as a
hegemonic project. Yet if we examine key figures within the party (importantly including
Thatcher herself), an individual’s views often contradicted other views held by that same
individual. If we compare views between different politicians, even greater contrast is
evident. The key question then is how Conservative policy-makers selected between
different ideas. This thesis contends such choices were made for electoral and institutional
reasons. Near the beginning of our period, in November 1975, the Conservatives found
themselves pulled in different directions over the 1975 doctors’ disputes with their
instinctive sympathy for the medical profession as middle-class professionals (particularly

regarding pay beds) and their general opposition to industrial action (CRD, 1975d). This
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tension reflected that the New Right’s rise embodied simultaneously a middle-class revolt
against socialism and, on the other hand, confrontation between the state and organised
labour. When the Conservatives ultimately sided with the medical profession, it was the
political opportunity to attack the government which persuaded them to do so (CRD,
1975f). Neo-liberal ideas offered varied and contradictory sources of inspiration for the
Conservatives’ policy position, but it was wider political considerations which proved
decisive in determining policy. The most significant function of ideas was instrumental.
One criticism of the argument of this thesis might be that other research (including
recent work) has found a causal role for ideas in shaping the decisions of Thatcher’s
leadership (Dorey, 2009; Dorey, 2014; Hill and Walker, 2014; Farrall, Burke and Hay, 2015;
DeVore, 2019). This work tends to infer the ideological character of a policy from its
content rather than critically examining evidence of policy discussions to identify motives.
By comparison, this thesis explains policy-making by studying policy motivations and not
just policy content. Yee (1996, p. 72) raises doubts about inferring a causal link based on
congruity between ideas and policy choices. Following Yee, we should not assume
ideological causation from correlation between beliefs and policies. While demonstrating
the incremental rate of change towards a more punitive criminal justice policy, Farrall,
Burke and Hay (2015, p. 225) suggest that the Home Office’s institutional aims (such as a
lower prison population) gradually became susceptible to challenges reflecting a
Thatcherite ideological agenda from the later 1980s and then the 1990s under Major. Yet
Farrall, Burke and Hay’s examination of criminal justice legislation in the latter half of the
1980s is predominantly based on the content of the legislation and does not include
archival research (Farrall, Burke and Hay, 2015. p. 214). Their preceding discussion on
legislation in the early 1980s, including the Police and Criminal Evidence Act 1984, does
include documentary sources beyond statutory provisions but this analysis of the earlier
period actually confirms that the Home Office’s goals prevailed over ideational concerns at
that point (Farrall, Burke and Hay, 2015, pp. 211-214). The finding that Thatcher’s
government later adopted a more punitive policy for ideological reasons rests solely on an
assessment of the content of the statutes. This thesis does not study penal policy, but in
the policy areas covered it examines archival evidence and, to a lesser extent, memoirs and
interviews in order to identify the reasons why the Conservatives pursued a policy. This is
preferable to labelling a policy based on the perceived relationship between a statute and

an abstract ideological agenda.
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Individual instances where ministers appear to have been influenced by a neo-
liberal precept should be evaluated in the context of the pattern of decision-making in the
relevant policy sector. Writing on a policy area that is covered by this thesis, DeVore (2019)
argues that the Thatcher administration’s neo-liberal beliefs led Heseltine as Defence
Secretary to establish a preference for outsourcing in military support contracts. The
archival and memoir evidence in this thesis confirms that, shortly after Heseltine became
Defence Secretary, there were initial tensions between the MOD and Heseltine over
handling relationships with the private sector (MOD, 1983; Heseltine, 2000). Yet the
influence of ideas on Heseltine in relation to a specific decision does not suggest a central
role for ideology or ideas. This thesis has shown that disagreements about defence
procurement before, during and after Heseltine’s tenure as Defence Secretary positioned
Downing Street and the Treasury against the MOD and its ministers (Omand, 1980; Lawson,
1983; Butler, 1987; Lawson, 1987; O’Sullivan, 1988c). In the period when Heseltine was
reforming the MOD’s commercial’s processes, he was still far from a servant of the wider
Conservative agenda and emphasised the strategic importance of preserving domestic
production, leading to the Westland affair (Owen, 1985; Warry, 1985; Mottram, 1986).
Downing Street advisers lamented Heseltine’s lack of commitment to price competition
and lower budgets (Mount, 1983a; Warry, 1985). This casts doubt on DeVore's portrayal of
Heseltine as an agent of neo-liberalism in the defence sector. Like Farrall, Burke and Hay in
relation to criminal justice, DeVore assumes a greater coherence in the thinking behind the
Conservatives’ approach to defence procurement than is warranted.

The evidence supports the proposition that governing party status reduces the
significance of ideology. In opposition, a greater level of coherence was possible (although
not fully achieved) because the Conservative leadership could select policies in a way that
supported their rhetoric. By comparison, policy and rhetoric were necessarily more
detached in office because politicians had to consider the consequences, both in terms of
electoral politics and policy outcomes, from a given choice before making a decision.
Endeavouring to explain the failure of (left-wing opposition) parties to adopt centrist
positions where electorally advantageous, Sanchez-Cuenca (2004, p. 330) argues that
parties may prioritise adherence to beliefs over influencing public policy. Sdnchez-Cuenca’s
framework has merit for evaluating opposition parties, but different considerations apply
for a party in office. An opposition party can commit to a policy which reflects its ideational
preferences without facing all the potential consequences of implementation. For instance,

in opposition, Howe as Shadow Chancellor advocated expanding defence resources in the
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event of a defence review (CRD, 1975a). In office, achieving lower public expenditure led
Howe to insist on significant force reductions (Howe, 1981b). As Chancellor, Howe found it
easier to attain his fiscal objectives by limiting defence expenditure than by cutting public
services, whereas the party’s policy choices in opposition encompassed higher defence
expenditure and general fiscal restraint without facing the political consequences of cutting
public services. In office, a gap emerged between policy decisions and rhetoric. Parties
make different choices when they are subject to greater institutional pressure and are
faced with the political consequences of their decisions being implemented.

From the above argument, it follows that governing parties are unable to mainly
base public policy based on the predominant opinions within their party or base of
electoral support. Yet this does not mean that parties abandon appeals to ideational
positions in their public messaging. Mair (2013) points to a decline in both the
representative function of political parties and the adversarial character of politics caused
by the focus of party elites on the process of governing. The research findings support
Mair’s central argument about the declining representativeness of party politics, but this
thesis also draws attention to the gap between rhetoric and policy reality. A common
argument is that adversarial politics strengthened under Thatcher (Holmes, 1989;
Kavanagh, 1990; Smith, 2015). This thesis does not challenge the argument that the
rhetorical style of politics became more adversarial, but highlights that there was still only a
limited role for party ideology (understood as a coherent body of ideas) in influencing
policy. The case studies show that strongly-held beliefs continued to be expressed by the
Thatcher governments throughout the 1980s, but the direction of public policy was largely
unaffected. By 1986, a Treasury memorandum acknowledged that ‘We could abandon
formal monetary targets altogether’ but acknowledged ‘severe presentational
disadvantages’ as the chief argument against doing so (Peretz, 1986). Monetarist ideas
were less influential in determining the content of policy, but the Conservatives felt it
politically necessary to retain their public attachment to controlling the money supply. This
distinction between arguments and beliefs suggests that there may be merit in the concept
of political argument hegemony presented by the statecraft approach of Bulpitt (1986, p.
21-22) in his analysis of Thatcher’s first term. The proposition that party rhetoric is driven
by the desire to be perceived as winning political debate, rather than policy intentions,
deserves greater consideration. The extent to which political debate is confrontational

should not be regarded as tied to whether policy is driven by ideology.
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By illustrating that the input of Conservative members and activists in policy-
making did not primarily consist of demands for a more ideological approach, this thesis
challenges scholarship which links ideological considerations and party members. Far from
party members pushing parliamentarians to implement an ideological project or even
theoretical ideas taken individually, the influence of Conservative members on policy was
limited. Moreover, members’ priorities should be distinguished from the ideational
concerns of New-Right intellectuals and politicians. Strom (1990, pp. 575-579) suggests that
parties’ organisational structure, and particularly the role of party activists, determines the
balance between policy-seeking and office-seeking behaviour. In many studies, party
activists and members are portrayed as more ideological than politicians and voters (May,
1973; Whiteley, Seyd and Billinghurst, 2006; Enos and Hersh, 2015). A distinct position is
that party members are concerned about gaining or retaining power (Norris, 1995; Bale
and Webb, 2013; Bale and Webb, 2016). In the case of Thatcher’s leadership, this thesis
argues that the latter interpretation is more plausible. The role of party members is
examined not through surveys, but through archival data showing their influence (or lack of
influence) on policy. Plans to introduce or extend charges for NHS services (a key plank in
programmes to increase the role of private medicine) met with opposition within the
Conservative grassroots, owing to a perception that it would be financially costly for people
like them (Mockler, 1977; Conaway, 1985; Purcell, 1985). Similarly, despite a dogmatic
monetarist strategy from 1979 to 1981, Conservative members were unenthused (Cropper,
1980a; Cropper, 1980b; Smith, 1981). Even in defence, as Thatcher moved towards the
right on military expenditure and international arms control, Conservative members’
questions focused on pay and welfare of military personnel (CRD, 1977). Conservative
members were concerned about electoral politics and the material interests of groups that
they sympathised with. Policies related to neo-liberal or neo-conservative beliefs, such as
charging for hospital visits and departing from the NATO line on arms reductions
respectively, were favoured by elites and not members. Insofar as the concerns of party
members reached the policy-making process at all, their contributions were not a structural

force pressing for the adoption of more radical policies.

6.3. Institutions

Particularly after 1981, the direction of travel in Conservative policy-making from 1975 to

1990 was principally determined by institutional considerations. Key institutional factors
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included the long-term policy biases and interests of the Cabinet Office and the Treasury (in
all policy areas studied), international economic constraints (especially in relation to
economic management), and external diplomacy and the expectations of NATO (in relation
to defence policy). In challenging some parts of the state (including spending departments),
the Conservatives were not only allied with other bureaucratic actors but followed the
policy trajectories set by them. To the extent that Conservative policy became more
coherent, this was a result not of their own ideological consolidation but because
Conservative politicians adapted to institutional agendas and the demands of governing.
For instance, after committing in opposition to more resources for defence, Thatcher’s
approach in office to managing defence expenditure (coupling short-term increases with
minimising and ultimately withdrawing special priority for the defence budget) reflected a
strategy advanced by her first two cabinet secretaries (Hunt, 1979; Armstrong, 1981b).
Similarly, the drive for performance management in the NHS was a policy which Treasury
officials sought to impose on DHSS officials during Thatcher’s first term (Bailey, 1981).
Agenda-setting efforts by institutional actors, pursued during the economic and political
crisis of the early 1980s, set the tempo for subsequent incremental changes in the lead up
to the later 1980s. In the case of economic policy, after commitment to monetarist theory
initially led the Conservatives to design the MTFS without regard to the exchange rate, the
Conservatives from late 1980 began to set interest rates based on the implications for the
exchange rate and its consequences for output and inflation (Lankester, 1980; Wass, 1980;
Howe, 1983a; Norgrove, 1986; HM Treasury, 1988d). An emphasis on the relationship
between the exchange rate and the wider economy was the very point which Treasury
officials tried to impress on the Conservatives in 1979 (Lawson, 1992, pp. 60-61). In each of
these examples, the long-term policy trajectory pursued over the remainder of the 1980s
reflected the Treasury and the Cabinet Office’s institutional preferences more than a
commitment to New-Right ideology. This thesis contends that that the evolution of
Thatcherite policy-making was based on institutional rather than ideological factors,
contradicting the view that the Thatcher governments became more ideologically coherent
over time (Kerr and Marsh, 1999).

In finding that the significance of institutional considerations increased over time,
after a period of instability during 1979 to 1981 (from which institutional concerns
ultimately prevailed), the empirical narrative advanced in this thesis is consistent with
historical institutionalist theory emphasising path dependence. Archival research reveals

evidence for the Treasury successfully advocating measures which strengthened its control
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over underlying policy decisions as well as spending levels, in relation to both health and
defence (Bailey, 1981; Howe, 1982b; Butler, 1987; Lawson, 1987; HM Treasury, 1988b).
This supports the argument that institutions promote the adoption and continuation of
policies which are associated with their own institutional success (Hall, 1989, p. 11; Pierson,
1995, p. 177; Wood, 2001, pp. 268-272; Pierson, 2004, p. 150). Additionally, the
importance of the early 1980s economic crisis in strengthening institutional considerations
confirms discursive institutionalist literature arguing that crises can establish and elevate
institutional norms (Hay, 1996; Schmidt, 2016; Neep, 2018). Conversely, the finding that
institutions were pivotal to policy-making contradicts accounts which see the Thatcher
years as a period where ideological beliefs undermined pre-existing institutional norms.
Citing the example of the Thatcher governments to suggest that historical institutionalism
is flawed, Peters (2009, p. 68) suggests that organisational reform and restructuring do not
reflect the institutional stability predicted by historical institutionalism. It is true that
Thatcher’s administration interfered with existing administrative structures. For instance, in
opposition, the Conservatives decided to abolish area health authorities to leave district
health authorities as a single tier of management (Mockler, 1978). By the late 1980s, a
major motivation for introducing the internal market was challenging district health
authorities as well, now dismissed as ‘vested interests’ (O’Sullivan, 1988b). However, in
identifying and evaluating institutional considerations, it is important not to treat
institutions as a monolith. The reason why Thatcher’s adviser O’Sullivan presented a paper
attacking district health authorities was because they were agitating for higher
expenditure. This was also part of why the Treasury pressed for the introduction of the
internal market (HM Treasury, 1988b). The institutions closest to the core executive can be
distinguished from other institutions involved in delivering policies. The reforms pursued by
the Thatcher governments may have been significant in some areas, but this thesis argues
that these reforms reflected and fulfilled the long-standing interests of the Treasury and
the Cabinet Office. A high degree of institutional change at the lower levels of government
does not render institutional considerations any less significant when policy is made from
the centre.

In understanding the role of bureaucratic institutions in Conservative policy-making
under Thatcher, it is important to consider the decisions made by institutional actors in
furtherance of their objectives. A narrow focus on where power is located does not account
for all institutional considerations affecting policy. In a study confined to Thatcher’s first

term, Walsh (2000) identifies the level of electoral support and the concentration of power
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in central political institutions as key conditions determining the significance of ideology.
Walsh (2000, p. 489, pp. 511-512) argues that monetarist ideas were enacted due to
enjoying both strong electoral support and a concentration of political power, whereas
local government reforms did not advance as authority was more dispersed (despite
possessing popular political support) and reforms to health finance were rejected due to
electoral downsides (despite concentration of political authority). Empirically, Walsh’s
interpretation does not reflect the drivers of monetary policy during Thatcher’s first term,
which in 1981 shifted decisively away from adherence to a monetarist framework. On a
theoretical level, Walsh errs in limiting his analysis of the institutional landscape to the
extent to which political authority is concentrated in the centre. Walsh (2000, p. 502) notes
health ministers faced competing institutional pressures from the Treasury and their
department, but emphasises the obedience of ministers to policy-makers at Downing
Street and the Treasury. This has merit as a general rule, but the Prime Minister and
Treasury ministers were also constrained by institutional norms. Conversely, departmental
ministers retained the capacity to resist policy change driven by Downing Street and the
Treasury. Chapter 4 of this thesis has shown the pivotal role played by secretaries of state
in resisting NHS reform (Fowler) and shaping it in a different direction to that Thatcher
preferred (Clarke). Even if power is located within the core executive, the power of the
centre is conditioned by both the evolution of policy norms and the agency of individual
actors (ministerial performance).

Interpretations focused on politics as well as ideology can be faulted for failing to
appreciate the institutional context in which policy is made. Fear of electoral defeat was at
times a powerful incentive behind both temporary and long-lasting shifts in policy, but the
selection of policies depended on their acceptability and feasibility when set against the
objectives of government departments and the degree of political trust in them. Prior to
the 1987 General Election, at a point when the electoral cycle was most acute, the Treasury
noted that the Defence Secretary George Younger ‘got surprisingly little sympathy from’
Thatcher when seeking additional funding for defence on political grounds (Robson, 1987).
This related to Thatcher’s concern about the ‘huge waste which had been incurred in the
procurement of a range of weapons’ (Norgrove, 1987a). Despite building a case from an
electoral perspective, the MOD was denied additional expenditure because Thatcher did
not trust them to manage it effectively and so declined to interfere with the long-standing
Treasury efforts to curtail defence expenditure. Bulpitt’s statecraft interpretation rightly

identifies governing competence as a Conservative electoral objective (Bulpitt, 1986). Yet
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Bulpitt (1986, p. 22) goes too far in treating governing competence as a political judgement
regarding the feasibility of policy implementation and aversion to electoral risk from policy
failures. Perceptions of policy feasibility are also significantly shaped by wider contexts,
including the interests, norms and capacities of institutional actors charged with
implementing policies. By focusing only on the agency of politicians, Bulpitt (1986) gives
insufficient attention to the role of institutions in determining what constitutes competent
government in the eyes of policy-makers. By comparison, Marsh and Rhodes (1992a) are
sensitive to the role of institutions in creating a gap between policy choices and policy
outcomes, but focus on how institutions shape the likelihood of successful implementation,
rather than whether policies were initially selected or avoided based on institutional
interests. This reflects a misplaced assumption that policy was chiefly driven by ideological
motivations and the main effect of institutions was on implementation. Institutional factors
should be regarded as central to the selection of Conservative policies as well as policy
success and failure.

This thesis finds strong empirical evidence showing the role of international
institutions (including international economic forces as well as formal international
organisations and diplomatic actors) in shaping policy-making, often in tandem with
domestic bureaucratic institutions. Notably, Thatcher overrode her own ideational
preferences favouring armed conflict when offering several compromise solutions to the
Argentinean government at the insistence of the United States in the lead up to the
Falklands War (Thatcher, 1982a; Henderson, 1982; Thatcher, 1982b). The context here was
not international capitalist crisis, but the Cold War. Thatcher needed to reconcile her own
domestic political and ideational concerns with the strategic interests of the United States
and NATO. Similarly, in a memorandum for the Cabinet before the February 1983 Budget,
Howe observed that ‘Sterling’s recent fall makes relaxation of fiscal and monetary
conditions less justifiable to the markets’ (Howe, 1983a). As in previous eras, the Treasury
judged that ‘the markets’ were the key audience who must be content with monetary
policy decisions. Thus, maintaining credibility with international financial markets overrode
political or ideational objectives for the domestic economy. Yet international pressures
were mediated through the preferences of domestic actors who attached some (but not
unlimited) importance to international institutions.

Furthermore, international developments were presented as justification for
enacting policies which fulfilled domestic institutional agendas. In justifying the force

reductions contained in the July 1990 Defence Review to international leaders, Thatcher
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cited ‘the radically changed military environment in Europe, including the prospect of
Soviet withdrawal from Eastern Europe, and the implementation of the CFE Treaty.’
(Thatcher, 1990d). Yet the MOD paper proposing the force reductions acknowledged that
they went further than ‘can be justified merely as a response either to CFE or to changes so
far in the military situation.” (MOD, 1990). International changes represented a convenient
pretext for fulfilling the long-standing Treasury objective to reduce the share of resources
allocated to defence. Clarke (1988, pp. 349-351) presents Thatcherism as offering an
ideological narrative which justified restructuring the British state in a way that responded
to changes in the world economy. The example of the 1990 Defence Review shows that
international developments could equally offer a rhetorical explanation for changes driven
by the underlying preferences of domestic actors. International forces shaped decision-
making, but did so through domestic institutions with their own aims and were sometimes
subordinated to domestic objectives.

In suggesting that the ideological coherence of Thatcherite Conservatism increased
over the course of the 1980s, the class-based perspective developed by Jessop et al. (1988)
and Jessop (2015) overlooks the role of state institutions in policy development. Far from
the intellectual influences on Thatcher’s leadership crystallising into a more discrete set of
ideas by the late-Thatcher period, they continued to lack coherence and had little influence
on policy-making. Jessop et al. (1988) has merit in challenging the ideological conception of
Thatcherism put forward by Hall (1983), but is misconceived in suggesting that Thatcherism
became more coherent over time. Pointing to the creation of a new bloc comprising the
beneficiaries of rising inequality, financial liberalisation and the privatisation programme,
Jessop et al. (1988, pp. 171-180) argues that the second and third Thatcher governments
developed a more radical programme in service of this power bloc. Insofar as the policy
areas in this thesis are concerned, there is minimal evidence that ideological considerations
increased in tandem with the socioeconomic changes identified by Jessop et al. In NHS
policy, ideas to expand private finance (from hospital charges to private medical vouchers)
were discussed among Thatcherite ideologues in opposition, in the first term and prior to
the third-term NHS reforms, but actually received greater consideration from politicians (as
opposed to advisers) in opposition and were never adopted (Mockler, 1975; Mount, 19823;
Redwood, 1987; Willetts, 1988). Moreover, economic policy was most radical and freest
from institutional constraints in 1979 to 1980, when Howe persisted with expenditure cuts
and monetary tightening against the advice of Treasury officials and Biffen as Chief

Secretary (Taylor, 1979; Biffen, 1980a; Lankester, 2018). To the extent that policy (as
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distinct from ideas) became more coherent by the later 1980s, it was because decision-
making became institutionalised (as it was more firmly tied to international constraints and
domestic bureaucratic actors), rather than social shifts leading to the emergence of a new
bolder agenda. The context of changes in class structure did not lead to greater radicalism.
While affirming that the institutional context is more significant for parties in
government (and largely increases in significance over time in office), this thesis highlights
a case where institutional considerations shaped policy-making in opposition. Literature on
opposition parties has focused on the function of the leading opposition party in
scrutinising and undermining the incumbent government and the electoral motivations
underpinning this function (Kaiser, 2008; Norton, 2008; Williams, 2014; So, 2018).
Consistent with this literature, this thesis has discussed examples where Thatcher’s
Conservatives criticised the Labour government for a combination of electoral and
ideational reasons (such as when opposing defence expenditure cuts and supporting the
medical profession in the 1975 disputes). However, the Conservatives in opposition also
developed and modified policies to manage or accommodate the institutions that they
expected to encounter upon returning to office. Having only left office in February 1974
and with high expectations of returning to government at the next election, the
Conservatives could not afford to ignore institutional constraints in preparing a programme
for governing. Concern about the reaction of the Treasury and the Bank of England to their
economic programme led the Conservatives to select policies (such as independent
economic advice) which would create a more favourable institutional framework once they
entered office and allow them to counteract scepticism among existing officials (Lawson,
1978; Ridley, 1978; Lawson, 1992, p. 51). Similarly, the Conservatives planned a
reorganisation of local health care management (abolishing area health authorities) in
order to reduce the institutional power of their opponents in local authorities and reassert
the authority of central government (Mockler, 1978). Yet the Conservatives did not only
select policies in hopes of improving their level of institutional control, but also preferred
or disfavoured policies based on their compatibility with institutional norms. For instance,
the Conservatives demonstrated their commitment to responsible and depoliticised
management of health care by signalling deference to the Royal Commission on the NHS
(House of Commons, 1978c). In defence policy, the potential for disagreement with NATO
and the United States led Thatcher to amend her stance on international arms control
agreements (NSC, 1979). Anticipating the interests of domestic and international

institutions once they entered office shaped the formation of policy in opposition. In
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accounts which argue that governments determine their policy programme to maintain the
electoral coalition necessary to retain power, we find the converse argument that
oppositions in democracies make policy in order to win the support necessary to take
power (Downs, 1957, pp. 55-62; Bueno de Mesquita and Smith, 2011, pp. 80-81). The case
of Thatcher’s leadership from 1975 to 1979 suggests that oppositions which have recently
been ejected from government (but also expect to be in power again soon) give weight to

some of the same institutional considerations as governing parties.

6.4. Electoral Politics

In most aspects of the policy areas studied, even in instances where Conservative policy-
making diverged from long-term institutional preferences, the reasons for these deviations
were related to electoral politics and institutional responses to political challenges more
than ideas. Anticipated electoral consequences were the main reason why the
Conservatives departed from long-term institutional trends when setting policy. Stedman
Jones (2012, pp. 330-331) suggests that neo-liberal actors in Britain and the United States
used the right’s electoral success in the 1980s to implement a policy agenda based on free
markets. Challenging Stedman Jones, this thesis suggests that winning elections was more
closely connected to policy-making than ideology even if new-right ideology is defined as
just neo-liberal, rather than neo-liberal and neo-conservative as in the balanced approach
of Gamble (1994; 2012). Winning elections was an integral goal of Conservative decision-
making rather than merely a precursor to an independent agenda pursued by neo-liberal
intellectuals uninterested in electoral politics. On the basis of policy content, the reforms
proposed in the January 1989 White Paper Working for Patients represented a significant
advance on what came before (Department of Health, 1989). Yet this thesis has dismissed
ideology as the main reason why the Conservatives chose reform at this point, highlighting
instead the need for a Conservative response to a political crisis over health finance and the
Treasury’s role in crafting that response (Norgrove, 1987d). More radical solutions based
around private medicine were proposed, yet left unpursued (Redwood, 1987; O’Sullivan,
1988a; Willetts, 1988). The need for a change from the pre-existing policy trend arose from
the political need for a response to demands for higher spending (Thatcher, 1995a, p. 606).
The policy shift was shaped by the same institutional actors who influenced the previous
course (HM Treasury 1988b; HM Treasury, 1988c). In the late 1980s, monetary policy was

being pulled in different directions, because Thatcher and the Bank of England were both
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hostile to Lawson and the Treasury’s institutional preference for an exchange rate target.
This dispute was temporarily allayed in May 1988 when politics led Thatcher to approve a
rate cut which went against the logic of her opposition to linking interest rates with the
exchange rate (Downing Street, 1988). Electoral interests briefly abated tensions resulting
from conflicting institutional objectives. Institutional considerations drove the trend in
which policy moved and structured policy debates, but electoral factors led to politicians
occasionally breaking from institutional concerns.

There is strong evidence that the electoral cycle influenced policy-making across all
three policy areas. This finding illustrates and refines a substantial body of public choice
economics literature arguing for the existence of political budget cycles shaping taxation,
public expenditure, borrowing and social redistribution (Nordhaus, 1975; Rogoff, 1990;
Alesina, Cohen and Roubini, 1997; Klomp and De Haan, 2011; Katsimi and Sarantides, 2012;
Dubois, 2016). Whereas existing scholarship is based on quantitative changes in
macroeconomic variables, this thesis illustrates electoral motivations in specific decisions
based on archival evidence. When they anticipated the next general election was near, the
Conservatives promoted policies which they perceived as popular and avoided unpopular
policies. Archival evidence confirms that electoral motivations were behind the shift
towards a more explicit commitment to tax cuts and higher defence spending before the
expected general election that never came in 1978, decisions to increase NHS spending
taken before both the 1983 and 1987 General Elections, a 2p cut in the basic rate of income
tax in the 1987 Budget, and a Treasury offer to treat defence spending more favourably
before the 1987 General Election which was quickly withdrawn afterwards (CRD, 1978c;
Fowler, 1983; Wicks, 1986¢c; Conservative Party, 1986b, pp. 9-10; Robson, 1987). At the
beginning of an electoral cycle, the role of electoral considerations was diminished,
although not entirely absent. Indeed, sometimes the Conservatives saw political virtue in
demonstrably pursuing their stated promises shortly after an election. In the post-election
1988 Budget, alongside a more politically risky policy (a large cut in the higher rate of
income tax) as one would expect, Lawson pointedly fulfilled a pledge for a 25p basic rate of
income tax (House of Commons, 1988a; Lawson, 1988b). This illustrates that the effect of
the electoral cycle cannot be measured solely through changes in quantitative variables. At
face value, lowering the basic rate of income tax is a vote-seeking policy which one would
expect to see at the end of a parliamentary term. Yet Lawson judged (rightly or wrongly)
that it was politically beneficial to visibly uphold the pledge at the start of the electoral

cycle. Governments are more willing to pursue potentially divisive policies (such as cutting
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the higher rate) at the start of an electoral mandate, but they may also pursue popular
policies to validate their manifesto pledges.

In affirming the proposition that the significance of electoral considerations
increases following a mid-term fall in popularity, this thesis challenges literature suggesting
that governments in western democracies have become less responsive. The evidence
regarding the Conservatives in the 1980s suggests that majority single-party governments
(at least in parliamentary systems such as Britain) may retreat from unpopular policies,
especially in the second half of their term. Even if they do not retreat wholesale from the
policies they have already selected, they will become more sensitive to electoral factors in
the implementation of these policies and in the selection of related policies. This challenges
literature suggesting that politicians rarely ‘pander’ to public opinion or respond to
unpopularity (Jacobs and Shapiro, 2000; Canes-Wrone and Shotts, 2004, pp. 698-700). The
detachment of political parties from their social core and ideological constraints does not
mean that they cease paying attention to securing and retaining office. Where a sitting
government is unpopular, this increases the salience of electoral politics in policy-making.
For the Conservatives in the 1980s, responsiveness to political conditions increased once
the halfway point in a Parliament was crossed, but difficult political circumstances also
made ministers more attuned to electoral considerations earlier in the electoral cycle.
Chapter 3 of this thesis illustrates that the economic and political pressure from
maintaining a tight monetary policy contributed to a reversal in the government’s
macroeconomic strategy in late 1980 and early 1981 (relatively early, at two to three years
from when the next election was called). In June 1990, Thatcher attempted to delay
enacting the NHS internal market reforms for fear that they would provoke hostility, with
only Clarke’s opposition and the prospect of his resignation persuading Thatcher to persist
with the Conservatives’ most ambitious reforms to the NHS (Potter, 1990d; Clarke, 2016, p.
211). Conversely, in opposition, this thesis argues that the Conservatives became more
cautious in late 1977 and 1978 when the Callaghan government was perceived to be
succeeding and political conditions became less favourable, again also with the next
election nearing. A sharp distinction cannot be drawn between the effects of popularity
and the closeness of the next election. Parties become more sensitive to public opinion as
the next election nears, although may modify policies earlier if they perceive major effects
on their popularity (as in the case of economic crisis in 1980 to 1981).

In making policy choices which served their electoral interests, Conservative

politicians did not always favour options which materially benefited their electoral coalition
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and did not always adopt the positions which were closest to public opinion on a specific
issue. In maintaining their popularity, the Conservatives were concerned about being
perceived as in command of policy debates and their overall credibility as managers of the
state, compared to their Labour opponents. Focusing on Conservative economic policy up
to the end of Thatcher’s first term, Bulpitt (1986, pp. 21-23) contends that seeking political
argument hegemony and governing competence, among other dimensions of statecraft,
shaped Conservative decisions. This thesis affirms that these aims shaped policy-making,
including outside of economic policy and in the later stages of Thatcher’s leadership,
particularly when the Conservatives felt that their political success was imperilled. For
instance, when faced with growing public concern about Trident in the mid-1980s, the
Conservatives responded by placing greater emphasis on preserving an independent
deterrent, including in arms control negotiations, seeking to discredit alternatives to
Trident (Owen, 1985). This did not merely reflect an ideational preference for Trident, but
also a conviction that moving away from nuclear deterrence would be politically harmful.
At the October 1986 Reykjavik Summit, after Reagan notionally committed to ending
ballistic missiles within a decade, Thatcher’s speaking note included a warning for Reagan

about ‘the effect of your proposal on pro-American governments in Europe and particularly

in the UK.” (Powell, 1986). In shaping rather than following public opinion, the
Conservatives wished to maintain the perception that an independent nuclear deterrent
was a necessity and were annoyed by Reagan undermining that argument. When
frontbench Conservative politicians aimed to satisfy their party’s electoral interests through
policy decisions, they did not just select those policies designed to improve the material
well-being of voters. This validates literature suggesting that political leaders motivated by
political self-interest do not always seek to maximise public happiness (Bueno de Mesquita

et al., 2003; EImelund-Praestekaer and Emmenegger, 2013).

6.5. Research Methodology

Far from inherently disadvantaging ideological motivations, the use of archival evidence
provided significant scope for identifying ideological as well as electoral and institutional
motivations behind policy decisions. Chapter 2 argued that utilising the extensive body of
archival evidence available about the Conservative Party under Thatcher’s leadership was
the best research methodology for fulfilling the aims of this research. The experience of

undertaking the research bears this out. In assessing the archival evidence, it was
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important to be sensitive to the possibility that the evidence might provide a distorted or
misleading picture. In particular, postmodernist, feminist and postcolonialist scholars have
voiced concerns that archives are partial, institutionally biased collections which artificially
constrain fields of study and lead to unrepresentative findings (Derrida, 1996; Ernst, 1999;
Manoff, 2004; Shepard, 2010; Cooper, 2016). For this thesis, to the extent that the type of
evidence favoured any one type of explanation, the bias was towards ideology. In official
documents, politicians, their advisers and officials are instinctively more willing to justify
policy decisions on policy-seeking grounds than with reference to vote-seeking concerns or
the interests of institutions. Nonetheless, official records (when taken in combination) are
still revealing of institutional culture and some instances where decisions were politically
motivated. For instance, a note from Wicks (1986), a civil servant serving as Thatcher’s
Principal Private Secretary, proposes increasing private health care provision as a means of
achieving lower government expenditure. An official justification for policy cannot
emphasise the interests of a political party. Equally, this document should be judged
alongside separate notes by Ingham as Thatcher’s press secretary and Willetts as a special
adviser showing that electoral concerns were the root of the reform discussions (Ingham,
1986; Willetts, 1986). The note from Wicks to Thatcher also includes evidence of electoral
considerations (such as a reference to the timing of the next election) but these aspects are
less significant unless we view the note in the context of the other pieces of evidence.
Archival documents reflect the tendency to justify policies in terms of the public good, so
fairly reflect the ideational beliefs associated with public policy. At the same time, where
electoral or institutional considerations were more significant, there can be revealing
snippets within larger proposals or additional documents complementing the core
justifications grounded in ideological terms.

A research design which gave greater emphasis to elite interviews would have been
a reasonable alternative methodology. However, while both interview and archival sources
have the advantage of providing insights into the thinking of politicians and officials out of
the public eye, elite interviews are a less comprehensive source of evidence. They are more
dependent on the perspective which the subject wishes to advance as well as their memory
of events of three decades ago. This was evident from the interviews that were conducted.
For example, when questioned about policy discussions in which they were active
participants and notes they had written in the 1980s, interviewees struggled to recall the
details. In July 1986, Butler authored a memorandum referring to ‘a political climate in

which cuts will be hard to achieve’ in relation to defence expenditure (Butler, 1986a).
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Asked to explain his reasoning, Butler (2019) observed, ‘I am rather surprised by that
because, when Heseltine went, he was a big and forceful minister. George Younger [who
succeeded Heseltine as Defence Secretary in 1986] was a very much more amenable
person.” Similarly, when questioned about his role in an agreement to allow the Treasury to
examine defence expenditure, reached with MOD Permanent Secretary Clive Whitmore,
Butler (2019) explained, ‘l have forgotten that. | don’t recall being particularly credited with
that. The size of the budget had been really dictated by the NATO target. [...] My relations
with Clive Whitmore were good, so it is possible that there was a specific agreement
between us.” Lawson’s memoirs specifically credit Butler and Whitmore with negotiating
this ‘concordat’ (Lawson, 1992, pp. 313-314). In another example, Sherbourne (1986) sent
a minute to Thatcher in April 1986 warning about the political impact of US bombings in
Libya. When asked about this, Sherbourne answered, ‘No, | cannot remember the minute
at all.” (Sherbourne, 2018). Lankester (2018) and Jopling (2019) also had difficulties
recalling documents and the matters recorded within them. As such, rather than
conducting additional interviews, this thesis was better served by combining general
insights from the interviews conducted with the wealth of archival evidence about specific
policy discussions.

Lilleker (2003, pp. 207-208) argues that interviews have the potential to offer
insights about the private thoughts and actions of political elites which are unlikely to be
captured by state archives and other forms of documentary evidence. While government
documents generally present policy decisions by politicians and officials without reference
to political interests, the same is truer of interview evidence. Asked about his intervention
for higher defence expenditure as Chief Whip in 1982, Jopling (2019) recalled, ‘it was never
my role to be involved in between a minister and the Treasury. | might have made off-stage
remarks about it to various protagonists over the spending round, but | was never involved
formally in it at all, though | was aware of what was going on’. Documentation reflects
Jopling’s answer but provides additional detail on the arguments made informally. In
Jopling’s memorandum to Thatcher during a dispute between Nott and Howe, Jopling
cautioned about the political risks of the Treasury’s proposal and expressly stated that ‘My
principle [sic] concern is not with the merits of the arguments but rather with the effects
on the Party both in the House and the Country generally.’ (Jopling, 1982a). No
interviewee’s recollections are likely to contain this level of specificity about partisan

motivations in retrospect, especially as time elapses. For a project which needs to assess
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ideological, electoral and institutional considerations, archival documents are superior to
interviews and the balance of the research undertaken reflected this.

An alternative set of policy areas may have resulted in different conclusions, but
the policy areas selected represent important aspects of public policy where decision-
making does not accord with existing general accounts of the Thatcher governments.
Previous scholarship has found some of the strongest evidence for the role of ideational
influences in areas directly pertaining to private property ownership and confrontation
with the labour movement (Field, 1997; Dorey, 2009; Parker, 2009; Murie, 2014;
Rawsthorne, 2018; Steber, 2018). Indeed, even in arguing that Conservatives from 1979 to
1996 failed to influence the formation of public opinion, Crewe (1996, p. 408) still credits
Thatcher’s policies with transforming British society and argues that the chief motivation
behind Thatcher’s project was ideological (with secondary electoral objectives). The main
policies that Crewe discusses include the privatisation programme, employment legislation
curtailing the rights of trade unions and the sale of council houses (Crewe, 1996, pp. 407-
410). Possibly Crewe may be right to emphasise political ideas as a key factor behind
Thatcher’s support for property ownership and antipathy to trade unions, but large parts of
public policy were more distant from Thatcher’s property-owning agenda than the policies
discussed by Crewe.

In focusing on policy areas where the role of ideational factors was relatively
weaker on the face of it, this thesis’s research design might be criticised for foreordaining
the argument that Conservatives were not as ideological as suggested by Hall (1983) and
Gamble (1994). However, whether they emphasise the transformational or evolutionary
character of Thatcherism, existing accounts suggest that Thatcher’s leadership ultimately
aimed to achieve an ideological end state across the breadth of state policy (Holmes, 1989;
Kavanagh, 1990; Adonis, 1994; Moon, 1994; Kerr and Marsh, 1999; Smith, 2015). There is
little recognition that Conservative policy-makers under Thatcher did not make decisions
through an ideological lens in relation to major sectors of public policy (including defence
and foreign policy, public services and core aspects of economic management). Given the
implication that all or most policy areas were driven by ideology, the policy areas studied
(extending beyond those where existing research has illustrated a role for ideational
factors) are appropriate choices for revising our general understanding of Conservative

policy-making under Thatcher’s leadership.
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6.6. Conclusion

Utilising an extensive body of archival evidence, this thesis interprets the Conservatives
under Thatcher’s leadership as a party which, subject to steps taken to ensure its own
political survival by winning and retaining power, largely governed in accord with the
interests and culture of key domestic and international institutions. At the domestic level,
these institutions were the Cabinet Office and most particularly the Treasury, which was a
powerful actor in shaping the content of health care and defence policy as well as
economic management. At the international level, institutional constraints included the
desires of financial markets (in the context of economic management) and the Western
alliance embodied by NATO and led by the United States (in the context of defence policy).
Insofar as the making of public policy was concerned, there was no coherent ideological
agenda so much as contradictory streams of beliefs, genuinely held but left unimplemented
except where they were in alignment with electoral or institutional interests. Conservative
politicians, and the actors influencing them, mainly invoked ideational beliefs for
instrumental purposes both in their public rhetoric and in internal policy-making
discussions.

In advancing the above interpretation, this thesis makes significant interventions in
relation to both existing understandings of the Thatcher period in British politics and the
general question of how ideological, electoral and institutional considerations can explain
policy choices by party politicians. With regard to British politics in the late 1970s and
1980s, this chapter has illustrated the difficulties faced by the accounts of Hall (1983; 1988)
and Gamble (1994) in claiming that New-Right ideology influenced the aims of Thatcher’s
leadership. By acknowledging Thatcherite ideological incoherence while associating
Thatcher’s political project with ideological objectives, Hall (1983; 1988) and Gamble (1994)
overlook that tensions within Thatcherism limited the causal connection between ideology
and policy. Without a consistent set of ideological influences, institutional or electoral
considerations usually prevailed in Conservative policy formation. More recent work points
to the prevalence of different variants of Thatcherism and neo-liberalism, but does not
address the implications of this variation for assessing the significance of ideology in
Conservative policy-making (Jackson and Saunders, 2012; Jackson, 2016; Davies, Freeman
and Pemberton, 2018). This thesis also challenges literature where it is argued either that
Thatcher’s leadership constituted an ideological project from the outset or that the

Conservatives evolved towards a more ideological approach over time (Moon 1994;
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Dolowitz et al. 1996; Bevir and Rhodes, 1998; Kerr and Marsh, 1999; Walsh, 2000; Kerr,
2001; Sutcliffe-Braithwaite, 2012; Dorey, 2014; Hay and Farrall, 2014; Farrall, Burke and
Hay, 2015; Jessop, 2015; Smith, 2015; Ortolano, 2019). The evidence examined shows that
neither argument can be sustained insofar as the motivations behind the policies pursued
are concerned.

At the same time as revising our understanding of Thatcher’s leadership and British
politics, the findings of this thesis suggest a general need to reassess the relative
significance of ideological, electoral and institutional considerations. Drawing lessons from
an in-depth study of a party in power (the Conservatives under Thatcher) often linked with
a strong ideological direction, this thesis should prompt greater analysis of the role of
institutional agendas in shaping policy. Strom (1990) presents a vote-seeking, policy-
seeking and office-seeking model of party behaviour, but this three-dimensional model
neglects the role of institutional considerations in shaping party decisions in office (and
even in opposition, especially in a case such as the Conservatives in the late 1970s where a
traditional governing party anticipates returning to office in the near future). Using
comparative data, Blais, Blake and Dion (1993) suggest that the ideological differences
between left-wing and right-wing governments become more significant with greater
longevity in office for single-party majority governments. Thatcher’s premiership was a
single-party majority government in a parliamentary system and in office for eleven years.
In direct contradiction to Blais, Blake and Dion’s analysis, this thesis finds that the strength
of institutional constraints increased over time rather than weakening. The importance of
qualitative research into specific cases is demonstrated by the contradiction between the

thesis’s empirical findings and some parts of the comparative literature.
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CBI Confederation of British Industry

CFE Treaty Treaty on Conventional Armed Forces in Europe
CPS Centre for Policy Studies

CRD Conservative Research Department

CPRS Central Policy Review Staff

DHSS Department of Health and Social Security
EMS European Monetary System

ERM Exchange Rate Mechanism

FCO Foreign and Commonwealth Office

IEA Institute of Economic Affairs

MOD Ministry of Defence

MTFS Medium-Term Financial Strategy

NATO North Atlantic Treaty Organisation

NHS National Health Service

NSC United States National Security Council
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UN United Nations
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