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Chapter 8  Western Envope Since the 1960s

tives could remain in continuous contact. These arrangements promoted first
recovery and later prosperity, despite occasional sethacks, well inro the 1990s.

Juse as Great Britain was the first state o embrace the industrial revolution
whaolesale, it too was the first to experiencé the profound decline of long-
escablished industrial sectors from the 1960s onward. Steel, coal-mining, and
other branches that had been the backbone of the British economy began feeling
the pinch as a resulr of recession and cheaper foreign imports—distince threats
to the livelihood of workers in Labour Party-dominated trade unions. Labour
sought to preserve these sectors from being undermined by broader interna-
tional economic developments through determined maintenance of state control
of the largest sieel manufacturer, British Steel, whereas the Conservatives
sought to deregulate the state-owned sector and force the affected industries to
adapt to an open market or fold.

The absence of a spiric of social partnership in Britain created considerable
mistrust between labor and managemént, and mounting tensions threatened to
paralyze much of the British economy. Differences came to a head in the 1980s,
during Margarer Thatcher’s tenure as prime minister, when tensions between
Labour znd the Conservative government arguably reached their most acrimo-
nious level since the General Strike of 1926. The dynamism exhibited by
Thatcher—which placed her in the vanguard of a reviralized series of conserva-
tive successes throughout Europe—forced Labour to reconsider its long string of
electoral failures. In the end, the Labour Party reevaluated irs message and dis-
canced itself from the stridency that had characterized its collective voice since
the interwar years; in turn, Labour’s subsequent electoral success in May 1997
under Tony Blair served as a compelling example for social democratic parties
in France and even in Germany.

Ludwig Erhard
WEST GERMANY’S SOCIAL
MARKET ECONOMY

West Germany’s "economic miracle” is indelibly linked with the efforts of Lud-
wig Erhard (1897-1977), the Federal Republic's first economics minister (a post
he held from 1949 to 1963) and second federal chancellor (1963~1966). Erhard
sought to find a “Third Way” in the realm of social and economic policy, one
that avoided the Social Darwinistic tendencies of unregulated market capitalism
and the strict controls associated with state-directed socialism. The concept of
the social market economy allowed for incentives and enough room for entrepre-
neurs to maneuver without perrnitting them to run roughshod over the working
class. In short, Erhard and Adenauer’s Christian Democratic government strived
10 create a socially responsible market economy capable of integrating the Ger-
man population—rather than pursuing policies that would “atomize” it {a clear
reference often employed by Christian Democrars and Liberals ac the time to dis-
tinguish their policy from that of socialists of the democratic or Soviet variety).
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Erhard’s successful strategy served as the engine for West German recovery,
making it a kind of model for many Western European seates. The following se-
lection is an excerpt from a speech Erhard delivered before the Federal Congress
of the Christian Democratic Union on April 28, 1960, in which he outlined the
fearures of his policy and emphasized the mutual responsibilities owed to one
another by the individual and society. Erhard admonished those who looked to
profit from the benefits of West German economic recovery without accepting
the moral responsibility associated with the common task of reconseruction.
(This may very well havé been a reference to those who embraced what Erhard
considered the "decadence” of 1920s material culture, i.e., those prosperous and
self-indulgent people who scorned the preoccupation of others with pressing so-
cial and economic problems.} Erhard also emphasized the importance of devel-

oping a safety net thar rewarded people for participating in the reconstruction of

Germany for future generations and that provided assistance 1o those thrown
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out of work due 10 shifts in the marker economy.

No truly siacere person can deny, after the ex-
periences of the past twelve years, thar any-
thing we have not so far achieved is in process
of achievernent, and that any further progress
we make in the economic field will, in the first
instance, benefit the broad mass of the people
To take only one example, the total of private
incomes available for consumption and saving
rose by 122% becween 1950 and 1938, The net
incomes of self-employed have increased by
71%, while the earnings of the mass of the peo-
ple have gone up by 142%. In making these
comparisons, however, we must bear in mind
that invisible profits are not included and that
the numbers of employed persons increased be-
tween 1949 and 1959 from 13.6 miilions to
201 millions Bur this in itself seems to me to
be not the least of the achievements of our Ger-
man econemic policy, and it is alse worth
pointing out that the obvious success of a free
economic and social syscem in Germany has
produced a more and more pronounced crend
towards market econiomy methods in other
parts of the free world. One can, indeed, say
that . . . the basic pattern . . . has so far proved
itself as to be generally accepred today as
the prototype of a worldwide system of free
trading.

What then is lacking? Why is it thae, for all
the achievements and the almost grandiose eri-

umphs of che Social Market Economy, people
are still not entirely content and society is not
encicely satisfied? How is one to explain the
facr thae, despite security of employment and
growing production in a steadily expanding
economy, people are still not satistied? The pre-
vailing and all too obvious unrest in our demo-
cratic society is alarming. When times were
bad it was barely noticeable, whereas roday it is
quite apparent and, as an endemic weakness of
any free society, seems hard to counteract. . ..
On closer reflection we may come to the con-
clusion that, where a democratic sociecy such as
ours has undergone tremendous induscrial ex-
pansion and has been shaken co its foundations,
a special effort is needed to evolve a social pol-
icy which will encourage a new approach to life
in keeping with the times. Probably all that is
needed in many cases is a conscious reappraisal
of the bonds thar still exist becween the indi-
vidual and his environment, ‘his’ world. Ler us
nor overlook the fact, however, that industrial-
ization, the development of our tansport sys-
tem, the loosening of traditional bonds with
the home or the job, and a oss of independence
have all had a serious, advesse effect on our soci-
ety. Our form of society has been described fig-
vratively as a ‘classless society’. This concept,
which has undergone a considerable historical
change, can be taken to indicate not merely
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that the rise of the working class led to a
process of deprolerarization which is still going
on, but also that the property-owning and pro-
fessional layers of society have become fluid and
that, throughour the whole range of modern
consumer goods right up to the motor-car, the
television set and all gadgets designed to
lighten the burden of housework, a highly de-
sirable trend, the marker for consumer goods is
widening, with the result chat class privileges
are disappearing and will continue to disappear.
In chis ‘classless society’ the great problem is
one not of class buc of the individual, the aver-
age man, who feels that he is subordinate to the
community and therefore has a sense of insecu-
rity The problem of how and where he finds
his rightful place in ptofessional and social life
is undoubtedly much more difficult to solve
chan it was in dirigiste [stace»directed} systems.
There is also the fact that trade cycies, market
fAuctuations and changes in production appear
to involve him in mechanical processes which
are impersonal and leave him dissatisfied be-
cause he finds it hard to understand how these
forces work The more such uncertainty leads to
a vague feeling of anxiety, the less surptising it
is thar people escape from their sense of isola-
tion by forming groups and organizations,
which in their turn give public expression, in
amplified form, to the individual's inner
disquiet.

A process such as this naturally not only pro-
duces effects which heighten the danger both of
atomizing and of colleccivising life, but also in-
rensifies the desire of the individual for some
lind of bond in which he can find warmth and
security . .. It is asking too much of the Social
Market Economy to expect it to break down the
visible social manifescations of our present-day
life and recreate them on an idealistic basis Bur
it does have an obligation to live up to the pre-
cepts of 2 Christian sotial policy and to imple-
ment them in a better society

Seen in terms of economic policy, the prob-
lern is one of working towards a humanization
of our environment in all spheres of life but
particularly in the economic sphere

OFf course che policy of the Social Markert
Economy has came O Stay. I would even em-
phasize that we and the Western world as a
whole have every justification for claiming the
birthright to a far better economic policy, which
is based on the principle that indusery must, first
and foremost, serve man, ane which, in view of
the sharpening competition with the collectivist
world, must not be sacrificed or berrayed. .

It follows from all chis that, in the furure de-
velopment of the Social Market Economy,
probiems of social policy will rank equally with
economic problems.

A social policy which aims to be more than
just an ideclogy and to he realistic and progres-
sive must have as its basis the actual conditions
of our ecortomic environment, and this means
developing aims which also do justice to the
large induscrial organizations that have kept
pace with modern technology. However clear
our purpose might be, we would be friccering
away our energy in a purely pro forma struggle
againse concentration of power if we were not
prepared to admit that the large industrial
unics in our economy have achieved a great deal
and can rightly claim to have made a major
concribution to the general growth of prosper-
ity. It is not the large concern as such but the
unbridled lust for power that tends to produce
the sort of concentration which is harmful to
our national economy and sociaily undesirable
and to which we are therefore opposed. So it is
our intention to restrice, and indeed to sup-
press, all restrictive or monopolistic control of
markets by introducing Furcher legistarion to
protect competition and by pursuing an appro-
priate taxation policy Bur whesever the market
is influenced by a lowering of prices and society
benefits, chen we should acknowledge that such
an influence is indispensable This implies, of
course, that even iarge concerns must recognize
that they too have social obligations, especially
as they can do much expand the independ-
ent, self-supporting sector of industry. To take
only one example, they can leave certain func-
ons and services to independent suppliers.
The mare liberal our economic system becomes
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the more importance will accrue to the larger
industrial concerns, but this certainly does not
mean that intecmediate enterprises must go to
the wall. ..

Several attempts have been made, particu-
larly during the last few years, to benefic cer-
tain sectors of our society by adjusting raxes. It
seerns to me, however, that such a social policy,
which confines itself to technical measures, is
not sufficient to meet the psychological situa-
tion we are confronted with. The social blue-
print we have to develop must do more than
just prescribe certain individual measures to be
taken; it must open up a complece vista of so-
cial policy, the aims of which can command the
moral support of the mass of the people. What
this means can best be imagined if we chink of
the appalling developments in East Germany,
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where free peasants are enslaved and the inde-
pendent artisan is deprived of his livelihood.

No one would now deny that the Social Mar-
ket Fconomy has provided this kind of compre-
hensive blue-prine, more particularly during
the period when our economic policy was un-
dergoing a complete transformarion Bur today
we have a new responsibility, namely to evolve
a social policy for the future which will supple-
ment and also perpetuate the functions of the
Social Market Economy. As I have said time
and again, the focal point of our economy is the
individual. It is now up to us te translace this
inconerovertible general principle into concrete
terms, and in so doing we will find che che eco-
nomic basis established by the Social Market
Feonomy can serve as che foundation for a con-
tinuing process of developmene.

Margaret Thatcher

THE 1980 STEEL STRIKE

Margaret Thatcher (b. 1925) served as leader of the Tory, or Conservative, Party
from 1975 to 1990, and as prime minister of Tory-led governments between
1979 and 1990. Nicknamed the “iron lady” by the Soviets for her resoluteness in
international politics, Thatcher demonstrated her determination no less in do-
mestic politics. The following selections, taken from Thatcher's memoirs of her
years as prime minister, reveal this toughness in her approach to falrering state-
run enterprises and her willingness to serve as a firm negotiating partner vis-a-
vis the trade unions. Thatcher's discussion of the 1980 steel strike reveals her
desire to reduce the state's interference in the marketplace to the greatest extent
possible and to privatize nationalized industry where opportunities presented
themselves. In the eyes of both crities and supporters alike, her approach hear-
kened back to the *Manchester school” of early-nineteenth-century laissez-faire
economics, tempered by contemporary circumstances—a kind of neo-conserva-
tivism for the late twentieth cenrury.

The debate about trade union reform, both in-
side and ourside government, was conducted
under the shadow of industrial conflice: in par-
ticular, the issues of secondary action and im-
munities became inextricably entangled with
the 1980 steel strike. Bue that scrike also chal-
lenged our economic strategy directly; and it is

unlikely, once the strike had begun, that our
economic policies would have survived if we
had suffered defeat

The steel indusery, like the moror vehi-
cle indusery, was suffering the afrer-effects
of overambitious policies of state interven-
tion.



