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THATCHER ARCHIVE: “Lovely little 
article in the Telegraph… the woman who changed the face of history.”  
 
STOURTON:   Meryl Streep in her remarkable performance as an 
elderly Margaret Thatcher looking back at her achievements. The Iron Lady is a 
kind of apotheosis – it takes Lady Thatcher beyond the realm of politics and 
makes her an almost Shakespearean character, a symbol of enduring human 
themes like the struggle against adversity.  
 
But even as the film has been doing such brisk business at the box office, some of 
the ideas most closely associated with the Thatcher era have been coming under 
fire – from within her own party;   
 
NORMAN:   There was a kind of gospel of “Neo-Liberalism”, which 
essentially said that the only thing that mattered was whether markets were free. We 
know that many of those great officially certified and sanctified views are actually 
false. 
 
HANCOCK:    This is obviously a challenge to what some people have 
thought Conservatism is over the last couple of decades - the challenge against 
laissez-faire economics. 
 
STOURTON:   Those are two of the young Tory MPs struggling to 
find a new set of answers to the intellectual challenge represented by the credit 
crunch and its aftermath, and in this Analysis I’ll be exploring whether they 
have really succeeded.  
 
Until the crunch those on the political right enjoyed a comfortable sense that 
with the flourishing of free-market capitalism, they had won the battle of ideas. 
With a Tory Prime Minister in Downing Street and Tories dominating the 
benches in the Commons, you might think that nothing had changed; in fact 
there’s some real soul-searching going on. 
 
Charles Moore, Lady Thatcher’s biographer and a prominent standard-bearer 
for her cause since he was editor of the Spectator back in the early 1980s, has 
begun to think the unthinkable. 
 
MOORE:   The classic Left Wing account of capitalism and 
doctrines of the free market is that they’re a brilliant conspiracy by the rich and 
powerful. I don’t actually believe this, but if you look at the history of what happened 
with the credit crunch, you’ll see some symptoms of something like that. Because 
what you appeared to have was something which created a general prosperity but it 
developed in such a way that the people who ended up collecting the money were the 
rich and powerful. Not only that, but when it all went wrong everybody else had to 
pay for the rich and powerful. And therefore that Left Wing account is clearly more 
believable than it was, say, in 1990. 
 
THE IRON LADY CLIP: Can she also accept that her free market economics 
designed to create a growing middle class ensures that the rich get richer and the poor 
are irrelevant? 
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STOURTON:   That’s how Michael Foot, Labour’s leader in the 
early Thatcher years, is portrayed at Prime Minister’s Questions in the Iron 
Lady. The film-makers’ decision to have him challenge her over the free market 
reflects a widespread perception of what made her government tick. 
 
But the party she inherited in 1975 had not always been like that – far from it. In 
the 19th century the Tories split over the protectionist Corn Laws, in the early 
twentieth many of them supported what was called Imperial Preference, 
favouring trade within the Empire at the expense of open markets, and in the 
years after the Second World War they shared much of the Labour Party’s faith 
in the power of the state. 
 
The key figure in creating a new intellectual climate was Keith Joseph , the 
politician and thinker who introduced Margaret Thatcher to what was known as 
the Chicago School,  economists like Milton Freidman. Donald Winch is an 
emeritus professor of intellectual history at Sussex University. 
 
WINCH:   Friedman was a a much more knockabout, tough Neo-
Liberal stance. It’s not so much that he would have said greed is good, get used to it, 
but it did have this sort of notion which was common in Chicago thinking at the time - 
look self-interest is what drives the world round. Nobody said it was fair; we just said 
it worked. It delivers the goods. If you want more equitable outcomes, go to church. 
That’s for Sundays. I’m caricaturing it, but there was a real tough-mindedness to some 
aspects of the Friedmanite view of it. And of course there were some ways in which 
he wanted the withdrawal of the state from various activities to give this system more 
freedom. 
 
STOURTON:   One critical practical expression of that market 
philosophy was the 1986 deregulation of the City of London known as the Big 
Bang. 
 
THATCHER SPEECH 1986: My Lord Mayor, it is just a fortnight since the Big 
Bang. Gone are the controls which hampered success. It is you the City who are 
making London the place to be.  
 
STOURTON:   Three years after that the Berlin Wall came down, 
and communism collapsed – the triumph of free market ideas seemed total – so 
total, in fact, that when Labour won the General Election of 1997 they more or 
less swallowed them whole.  
 
But Charles Moore argues that some of the seeds of today’s problems were in 
fact sown right back in the Thatcher era.  
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MOORE:   I think they do partly trace back to the Thatcher years 
because if you liberate something - as she did and as she rightly did - you do create 
certain new difficulties. And in order to give that a political analysis, what I would say 
happened is that Tony Blair and Gordon Brown were so determined not to be Old 
Labour that they decided to accept Thatcherism in many ways without actually 
understanding what it was. And so what they thought it meant was sort of greed is 
good, money’s great, let’s have more of it - great, great, great, money, money, money 
- and Peter Mandelson famously said, you know “We’re totally relaxed about people 
getting filthy rich” 
 
STOURTON:   That is of course is the perspective of someone who 
was no great friend to the New Labour project – Analysis will be looking at the 
left’s approach to these events in a later programme. 
 
The new generation of Tory MPs trying to re-think the party’s understanding of 
capitalism are extremely reluctant to be drawn into making any link between  
today’s problems and the Thatcher years – perhaps for good tribal reasons. 
 
NORMAN:    I use crony capitalism to describe that we’ve really 
slipped over the last ten or fifteen years into a very financial kind of capitalism.  
 
STOURTON:   Jesse Norman was part of the 2010 intake of MPs, 
and has just published a pamphlet making the case for what he calls “real 
capitalism”.  
 
He dates the beginning of the problems very precisely to 1997 and a decision 
taken by the then Chancellor, Gordon Brown. When Mr Brown gave control of 
monetary policy and the setting of interest rates to the bank of England, he also 
stripped away the Bank’s broader responsibility to regulate financial 
institutions. Jesse Norman argues that the change played a big part in creating 
the market bubbles which would later burst which such dire consequences. 
 
NORMAN:    There’s been a kind of unholy alliance between a free 
market ideology which took over government and took over institutions such as the 
Treasury and the Bank of England, and a wider process of social change in which 
long established norms of fair dealing and trust were jettisoned in favour of a kind of 
get rich quick, devil take the hindmost economic libertarianism. And what I have 
argued for is actually this isn’t real capitalism at all. 
 
STOURTON:   But you make it sound as if it’s mostly about 
technical questions or things that could quite easily be corrected like tightening 
up regulation rather than something about values as well. 
 
NORMAN:    No, it absolutely is about values. What happened was, 
as I read it, that there was a kind of gospel of  “Neo-Liberalism”, which essentially 
said that the only thing that mattered was whether markets were free, and the 
economics of that was given by classical economics, the efficient markets hypothesis. 
We know that many of those great officially certified and sanctified views are actually 
false. 
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STOURTON:   There were two key principles underlying what Jesse 
Norman calls “Neo Liberalism”; the first was that we are all rational economic 
beings, and will naturally act in our own interests, and the second – expressed in 
that somewhat daunting phrase “the efficient markets hypothesis” – is that 
markets will put a proper price on things like risk because they can draw on so 
many sources of information. 
 
The first really serious challenge to those propositions came, ironically, from an 
economist at the University of Chicago where so much of this began. 
 
RAJAN: The general feeling was I was being alarmist. 
 
STOURTON:   In 2005 Raghuram Rajan, who was on secondment 
to the International Monetary Fund, was asked to give a big speech at the 
financial world’s annual think fest in the mountain resort of Jackson Hole. 
Professor Rajan shocked his audience by giving what turned out to be a grimly 
accurate prediction of how a credit crunch might unfold. He later described the 
experience as  being like “an early Christian who had wandered into a 
convention of half-starved lions”. 
 
RAJAN:   Even though, like a true international bureaucrat, which 
I was at that time, I couched my warnings with the necessary caveat saying it was still 
low probability that we would have a crisis, but I thought if it did come, it would be a 
very severe one and I pointed to the various economic forces that were leading to 
excessive risk taking and that could in fact result in that crisis. 
 
STOURTON:   Professor Rajan’s warning was based on analysis of 
bank balance sheets; when he looked at what they were actually doing – as 
opposed to what everyone said they were doing – he spotted that they were in 
fact pushing up their exposure to risky instruments like sub-prime securities to 
dangerous levels.  
 
According to classical Chicago economics that shouldn’t have happened, and 
after the crash Professor Rajan wrote an influential book exploring  why it did.  
 
One explanation was that people hadn’t acted rationally as the theory said they 
would. 
 
RAJAN:   I think there were forces beyond competition that were 
leading them to take risks. People were overly optimistic. They thought irrationally 
that the house prices would continue going up forever - “irrational exuberance” in 
Alan Greenspan’s inimitable words.  
 
STOURTON:   That idea was picked up by another young MP who, 
like Jesse Norman, was elected to the Tory benches in 2010.  Mathew Hancock. 
He argues that people in markets often behave just as they do on television game 
shows – in other words, not rationally at all.  
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HANCOCK   Yeah - I think sometimes people look at the economy 
and treat it differently because there’s lots of numbers. But you know you’ve got to 
remember that the system’s designed by people. So really we’re calling for more 
humility in policymaking and recognition of our flaws and of how people really 
behave, and how people behave in groups which can be different. One of my favourite 
examples is the research on who to go up a mountain with. If you’re planning on 
going up a dangerous mountain, don’t go in a group of larger than three. Once you get 
into a group of four or five or more, a group think descends in which nobody wants to 
be the first to say, “Look, the weather’s coming in.” Everybody thinks it’s somebody 
else’s responsibility to say that. And we found this in the financial crisis. 
 
STOURTON:   To what extent does that all mean that we have to 
challenge some of the basic assumptions of free market economics because those 
are based on the idea that we do make rational choices in our interest and that 
for that reason the market will deliver. 
 
HANCOCK   We have to challenge assumptions of laissez-faire 
economics - the argument that leave people entirely alone without even a structure 
and things will go perfectly. Now in some cases, of course you know I understand 
deeply the way that the market is the greatest creator of wealth that humanity has ever 
invented, and you only have to go to China and Brazil and India to know that that’s 
true. But a free market relies on a strong framework. And that is a deeply, I would say 
a deeply Conservative position following Edmund Burke, who first set it out, and 
indeed Adam Smith.  
 
STOURTON:   Those are two names you will often hear on the lips 
of the New Tory thinkers. Adam Smith, of course,was the author of The Wealth 
of Nations and is widely regarded as the father of modern economics. Edmund 
Burke, developed his ideas about the importance of tradition and the social order 
in reaction against what he saw as the chaos of the French Revolution.  Jesse 
Norman.  
 
NORMAN:    We need to get back to Burke and Smith.They’re both 
great heroes of mine, but Burke in particular has this great thing. Burke says it is not 
for a current generation to help themselves. The social order is what matters, and that 
is a matter of the inheritance we receive from the past and the bequest we leave to the 
future, and our job is to enhance and grow and develop that. And so Burke, when  you 
see it in those terms, it’s a standing corrective to the idea that somehow whatever we 
take for ourselves is legitimate. 
 
STOURTON:   You seem to be saying that the Tory Party needs to 
recover some of the things that were there before and which perhaps have been 
forgotten. 
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NORMAN:    The Tory Party really needs to pull out what was 
valuable in Margaret Thatcher’s government, which was a empowerment individuals 
in that sense. But I also think it’s vital that that be counterbalanced by a Burkean, 
Smithian sense of society as a whole - social norms, social values, what we are 
collectively trying to achieve, what the government’s role is. And of course it does 
leave a much more nuanced and connoisseurial role for government because it turns 
out that on this view government’s role isn’t as it were to stand back like the blue 
touch favour and do nothing. It’s much more calibrated sense, which says, look, on 
these kinds of institutions, on these kinds of markets we need this kind of regulation, 
these kind of institutions.  
 
WINCH:   As a historian, that’s a very truncated notion of what 
Burke would be at. 
 
STOURTON:   Professor Donald Winch. 
 
WINCH:   Part of the institutional setting which around markets 
that he was arguing for in the Reflections on Revolution in France was, it was a 
programme which I don’t think any modern Conservative could possibly accept. It 
meant that the necessity for inequality, it meant that one had to defend primogeniture 
as the means of protecting the incomes of large landholdings. But they were essential 
to Burke’s stance in that particular work on reflections.  
 
STOURTON:   So you think they’re just taking a name that Tories 
like to revere… 
 
WINCH:    (over) Yeah. 
 
STOURTON:   … and brandishing it around as an excuse for 
something that really doesn’t quite match? 
 
WINCH:   I think it’s reassuring to Conservatives. I think there are 
some uncomfortable things if you want to make Burke part of your scene, but he’s got 
brand recognition. 
 
STOURTON:   Last year Matthew Hancock published a book on the 
credit crunch called Masters of Nothing in collaboration with Nadhim Zawahi –
fellow MP and  one of the founders of the Yougov polling organisation. Their 
ideas have attracted the attention of some powerful figures in the government – 
in fact the pair are close enough to the Chancellor to tempt him into collusion in 
some product placement during  questions in the Commons. 
 
CLIP:     Speaker - Matthew Hancock. 

Hancock: Don’t recent revalations show that the 
previous government were masterns of nothing? 
George Osborne: That is a brilliant plug for my 
Honorable Friend’s new book which I’m sure the whole 
house will want to read. 
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STOURTON:   The book’s  practical proposals range from the 
broadest of brush strokes – a system of “regulation based not on rules but on 
judgement”, for example - to really quite nerdily precise stuff like changing the 
structure of maternity leave to encourage more women in finance. Nadhim 
Zahawi first. 
 
ZAHAWI:   Things like having more women on boards. You know 
I’ve found on boards that I’ve sat on women behave differently. It is a generalisation 
and not all women behave in a particular way or not all men behave in a particular…  
but women - I’ve found - find it a lot easier, for example, to sort of ask questions and 
not to dive straight in with the response and I sort of half… 
 
HANCOCK:   (over) It’s that humility thing again, isn’t it? (laughs) 
 
ZAHAWI:   (over) Exactly. Half-jokingly… You know we talked 
about this when we were developing the book, but you know how many men do you 
know who ask for directions?  
 
HANCOCK:   (over) The irony that you accidentally were too definite 
in making that statement kind of tell… is very telling.  
 
STOURTON:   But can you really design a regulatory system based 
on those sorts of insights - fascinating and amusing though they may be? 
 
HANCOCK:   So our central argument is that you must because we’ve 
tried doing the opposite. We tried assuming that people are rational and designing a 
system around that and look where it got us.  
 
WINCH:   It’s odd. Behaviour economics and neuroeconomics, it’s 
all very interesting new branches of inquiry. 
 
STOURTON:   Professor Donald Winch. 
 
WINCH:   I find it a little odd that they are willing to accept these 
kinds of findings on the basis of what are essentially laboratory experiments - usually 
laboratory experiments I might say carried out on undergraduates playing games. Also 
from poll evidence. I’m interested that Conservatives are willing to place so much 
credence in evidence of that kind. 
 
STOURTON:   Jesse Norman is also a champion of a new approach 
to regulation – and says the Conservatives should be less embarrassed about 
simply getting stuck into the markets - if they believe it will serve the public good  
-  by reining in the behaviour of institutions like banks. 
 
NORMAN:   Let’s not forget corporations are creatures of statute, 
beneficial to the public interest. It’s absolutely right, regardless of your political 
persuasion, for politicians to come together and try to reflect on how that link can be 
retained and renewed. 
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STOURTON:   Alright, to be practical for a moment. Is the 
implication of what you’re saying that the consequence of your ideas is we 
frighten a few investors off from the City - doesn’t matter very much? 
 
NORMAN:   I’m a great believer in the robustness, the resilience of 
the City. It’s been extraordinarily successful for between 3 and 700 years depending 
on how you measure it. An awful lot of its activity is now punting money for its own 
sake rather than because it actually benefits mortgage owners, householders or 
business. I want it to get closer to those functions, and if it loses some of these other 
functions - even if they may be profitable - I think that’s a rather useful rebalancing to 
be done. We’re vastly too reliant on financial services and there are some financial 
services that we probably don’t want to be in, so let’s not be in them. 
  
STOURTON:   But there is a deeper problem, and it’s one that none 
of the talk of Edmund Burke, smart regulation or women on boards has 
addressed.  
 
There is another version of what caused the credit crunch. What if the bankers – 
far from acting irrationally – understood the true nature of the market they were 
operating in all too well? Professor Rajan.  
 
RAJAN:   But another version is these were perfectly rational 
agents who were basically betting on the fact that the government would come to their 
rescue, that the Federal Reserve would pump the system up with liquidity if in fact 
there was a downturn, that the government would come in with bailout money if there 
was a problem, and that why not, therefore, take the risk while the going was good 
because the stock market rewarded you, your shareholders rewarded you and the bond 
holders didn’t care because you know in the end they would be bailed out? And if this 
was the attitude that was driving the risk taking, then it was rational because it was a 
bet - heads I win, tails the taxpayer loses. The banking system as a whole does pretty 
well out of it. 
 
STOURTON:   You say in your book, in an integrated economy and 
an integrated world, what’s best for the individual actor or institution is not 
always best for the system. And again that would seem to be something of a 
challenge to the basic idea behind faith in free markets? 
 
RAJAN:   That is right. In a sense what I’m saying is there is no 
market which is perfectly free. 
 
STOURTON:   The implication is that those much vaunted 
Thatcherite free markets weren’t actually free at all; that the real cause of what 
went wrong lay in the distortion of markets by what amounted to an open secret; 
in the end the government would have to save the banks. 
 
The government is trying to address that problem through the recommendations 
of the Vickers Commission; those would insulate the banking that we all use on 
the high street from so-called casino banking and would mean – so the theory 
goes – that the government could let investment banks fail without damaging the 
system or penalising ordinary savers. 
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STOURTON:   But Charles Moore believes the Conservatives are 
still some way short of a full appreciation of  how corrosive the crisis of 
capitalism could be. He argues that alongside the Thatcherite rallying cry of 
“freedom”, Mr Cameron and his colleagues need to talk more about “fairness”. 
 
MOORE:   Fairness is a very slippery word. I’m in favour of the 
word, but I think the Conservatives (with a small c and a big c come to that) need to 
own it, and fair pay does not for example mean that everybody should get the same 
wage, or it doesn’t even mean that there should be a ceiling on the top wage compared 
with the lowest wage. But it does mean something about wages. And one of the things 
that has happened with the credit crunch is that a small but significant class of people 
are like Blofeld in the Bond film - they somehow, they’re in the sort of capsule that 
sort of disappears at the last minute, goes under the sea and we still haven’t got them. 
And I think… I can see David Cameron sort of trying to move towards it, and I don’t 
think he’s exactly getting it wrong, but he clearly hasn’t got there yet. 
 
STOURTON:   One has a slight sense of floundering - things like the 
Big Society, executive pay, all these things that are in the right zone but don’t 
quite add up to a new kind of Conservatism. 
 
MOORE:   I think that is true. I think it’s partly because he still 
hasn’t wholly adjusted to the fact that we live in a terribly, terribly difficult economic 
era and he devised his first political self-presentation in an era of prosperity. But I 
think it is moving in the right direction, but it hasn’t yet been achieved and it hasn’t 
been achieved in any other country either. 
 
STOURTON:   Professor Raghuram Rajan is emerging as a 
favoured guru among those looking for a new economic philosophy on both the 
Right and the Left. His analysis of what went wrong has thrown up one 
intriguing set of connections which suggests that the idea of “fairness” will have 
to be central to thinking on both sides; the energy released by freer markets, he 
argues, made increasing inequality a structural part of our economic system, and 
that in turn led to a political enthusiasm for cheap credit as a way of managing 
the tensions which inequality causes. 
 
RAJAN:    Deregulation creates more opportunities for the more 
talented. Combined with that is technological change, which favours those with 
talents as well as globalisation, which again creates a global market for those who 
have substantial talent. So what you see is increasingly those who are more skilled, 
are making much more money than those who are not. And I have argued in my book 
that politicians have to respond in a democracy. Credit, whether by design or by 
accident, became the fix of choice. If we can get money to the lower income people in 
the form of easier borrowing, they can spend; and if they can spend, they don’t need 
to worry as much about their incomes not keeping pace. Of course all this breaks 
down once house prices stop rising and you can’t borrow anymore. 
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STOURTON:   There is a Big Idea just below the surface of that 
analysis that is extremely uncomfortable for those on the political right. Free 
market economics were indeed supposed to have a political impact – Mrs 
Thatcher saw them as a way of extending choice and freedom to as many people 
as possible.  
 
THATCHER CLIP:   Popular capitalism is nothing less than a crusade to 
enfranchise the many in the economic life of the nation, we Conservatives are 
returning power to the people. 
 
STOURTON:   Mrs Thatcher’s admirers would argue that that did 
indeed happen to a very great extent – but Professor Rajan is suggesting that 
there was another unintended political impact, the growth of inequality, and 
attempts to mitigate that with credit themselves distorted free markets. Again, no 
amount of smart regulation of the kind proposed by the new young Tory 
thinkers can deal with that. 
 
And the sense on the Right that they now have a case to answer is very strong 
indeed. Charles Moore uses the issue of so-called non-dom taxpayers as a symbol 
of a deeper unease. 
 
MOORE:   The idea that because you are very rich, you never 
really have to contribute to the society in which you live - and indeed you don’t really 
have to live in the society in which you live because you’re always on an aeroplane to 
another place - is extremely corrosive for people’s trust in an economic system 
because what you think is that there are a few people who can get out of this, who 
literally got the plane ticket out, and the rest of us haven’t. And that is relevant. And if 
Conservative minded people and Liberal minded people don’t get this right, the Left 
will come back because they will have all the wrong answers, which is that you’ve 
just got to take money away from everybody and the state’s got to control it. And their 
idea of fairness will be egalitarianism and it will be a tremendous restriction of 
freedom, and then we’ll be back to you know semi-dictatorship and of course much 
greater poverty. So there’s a very big thing at stake here. 
 
RAJAN:   Both sides have been discredited to some extent by 
developments, right?  
 
STOURTON:   Professor Rajan may be a guru to the both the Right 
and the Left, but he is equally scathing about them both. 
 
RAJAN:   The Left would champion more government 
intervention, but governments don’t emerge with glory from what has happened, the 
regulators don’t emerge with glory; the politicians appear grubby and not particularly 
strong leaders; and of course the private sector equally you know appears greedy, self-
interested and manipulative. So I think what we’re seeing is in a sense questions being 
asked about the elite from both sides whether it be the governmental elite or the 
private sector elite, and this is why the Tea Party and the Occupy movements have 
such strong mainstream support. So I would argue that we will see this ferment 
rethink the roles of both sides.  
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STOURTON:   As an academic economist, Professor Rajan has the 
luxury of leaving others to come up with the answers. The evidence of those we 
have talked to for this programme suggests the political Right still isn’t quite 
sure whether it’s got them. Later in the series we’ll look at Ed Milliband’s 
concept of Responsible Capitalism and ask what progress the intellectual Left is 
making. 


