Strikes, union power, useless managers...don't mention the 'N' word
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Back in the days of Clement Attlee's post-war Labour Government between 1945 and 1951, "nationalisation" was a word spoken with pride by the massed ranks of the Labour Movement.

"Nationalisation" - or rather, "socialisation", as it was called in the Cabinet papers of the time - meant a new beginning for Britain as an industrial country, where greedy and selfish capitalism would be replaced by a socialist society in which industries would be owned and managed by a benign State for the good of all.

Yet for today's Labour Prime Minister, Gordon Brown, and his grey little Chancellor, Alistair Darling, "nationalisation" is a forbidden word - even though this is exactly what has happened to Northern Rock.

They prefer to talk of the Rock "being taken into temporary public ownership".

They express their keen desire to return the bank to the private sector (or greedy capitalism, as a Forties socialist would have said) as soon as its troubles have been sorted out.

But why has the Labour Party's one-time idealistic pride in "nationalisation" turned to such shame and embarrassment?

The answer lies in the complete mess which Labour Cabinet ministers and their civil service mandarins made of the grand nationalisation programme of 1945-51.

This was the Attlee government's single chosen means of directly reconstructing Britain's war-worn and too often out-of-date industries and infrastructure - coal, steel, shipbuilding, the railways, the road network and the ports.

Here, nationalisation could have been the instrument of radical modernising, led by ruthless technocrats, as it was in post-war France.

But, instead, Labour ministers and humanities-trained Whitehall bureaucrats designed the new nationalised industries as "steady-state" public utilities plodding on under "safe pairs of hands".

For example, in France after the war a first-class engineer, Louis Armand, was given virtually a free hand -all the investment he needed - to modernise the rail network.
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Lesson from history: Unruly British Leyland strikers in 1981

In Britain, the equivalent job at the nationalised British Transport Commission was given to Sir Cyril Hurcomb, a former Whitehall mandarin and a perfect model for Sir Humphrey Appleby of Yes, Minister fame.

At the same time, investment in our own clapped-out railways was held down by the Treasury to "make-do-and-mend".

The result was that ten years after World War II, British trains were mostly steam-hauled, with old and shabby coaches, poorly maintained tracks and Victorianstyle semaphore signalling.

A "crack" British express trundled along at a stop-to-stop average of 60mph, whereas the French "Le Mistral" managed more than 80mph between Paris and Dijon.

It was not until the beginning of the 1960s that the Conservative government sanctioned the first major post-war programme of rail modernisation and also motorway construction in Britain.

But after that programme was completed, the railways were back on "make-do-and-mend" decade after decade under successive Conservative and Labour Governments.

Only with privatisation under John Major were railway managements freed from the shackles of Whitehall (really Treasury) restrictions on capital investment.


 

Disaster: Former Prime Minister Ted Heath nationalised Rollys Royce in 1971

The colossal backlog from those lost decades explain why even today our railway network cannot compare with those of France or Germany.

But it was not only the railways that suffered from the direct Treasury control over investment which post-war Labour governments made possible through nationalisation.

The coal industry, managed by the National Coal Board (another bunch of dull bureaucrats) "on behalf of the British people", stood in need of root-and-branch reorganisation and reconstruction, with huge investment in new machinery and new pits in high-productivity coalfields, coupled with a parallel policy of running down lowproductivity areas.

Not a hope!

Although coal remained the nation's main source of energy, the Labour Cabinet limited new capital investment in 1949 to a mere £30million - just £2million more than was spent on government buildings.

This policy of tightly restricting investment was continued in 1950-51.

Once again, you had the weird paradox whereby direct national control over an industry was not used to drive on its reconstruction, but instead to slam the brakes on.

But why did the Labour Government torpedo its own grand project in this way?

The answer is that it chose to give priority in state expenditure to meeting the ballooning costs of the new Welfare State and all its hand-outs, and especially the "free" NHS - today the sole remaining Forties' nationalised industry.

What's more, the Labour Government could not make up its mind whether coal was a commercial industry to be run at the highest level of efficiency - which would certainly mean closing down uneconomic coalfields - or a branch of the new Welfare State, meaning that loss-making coalfields should be kept going with subsidies to prevent social distress in mining villages.

The mess and muddle of the nationalised coal industry resulted in alarming annual rises in the price of coal, with knock-on consequences for major fuel users such as power stations, gas works and the railways.

Meanwhile, those fabled heroes of the Labour Movement, the miners, displayed their gratitude for the "socialisation" of their industry by repeatedly going on strike.

Who can be surprised that when, in the General Election of 1950, the Labour Party promised to extend nationalisation to the banks (shades of Northern Rock) and the insurance companies, its majority of 145 five years earlier shrank to only five seats.

Or that it lost the 1951 election with its key policy of nationalisation as a means of creating a new kind of industrial society discredited for ever.

Yet the Seventies were to see another kind of nationalisation, not inspired by an idealistic vision, but simply an emergency rescue service for a mismanaged private industry on the verge of bankruptcy and collapse.

It was Ted Heath's Conservative government who, in 1971, first fell victim to the bleats of the management of a failed public company to be saved by the taxpayer from the results of their own commercial incompetence.

No less an enterprise than Rolls-Royce, the pride of British technology (with its luxury cars and aeroengines), faced bankruptcy and collapse.

This followed colossal misjudgments by management about funding the development of a revolutionary new turbine engine, the RB 211.

The cost of development overran appallingly.

No extra investment could be raised, while existing loans and subsidies could not be repaid.

Britain's most famous company faced bankruptcy.

So what to do? Could even an allegedly "free-enterprise" government like Heath's just allow the law of the market to prevail, and Rolls-Royce to go under?

Scroll down for more...


 

Iron Lady: Former Prime Minister Margaret Thatcher eventually smashed the unions and pursued privatisation

What about the impact of job losses and plant closures?

What about the truly catastrophic damage to British prestige as a world leader in aviation and advanced technology?

The Heath Cabinet decided that the only course was to nationalise Rolls-Royce - or, as Gordon Brown would have said, "take the company into temporary public ownership".

And the experiment ultimately proved successful.

Rolls-Royce has remained a world leader in aeroengine technology, even though the car business, sold off in 1971, is now owned - all too successfully - by Volkswagen.

Yet there is a lesson here for Gordon and Alistair: it took until 1987 - 16 long years - before Rolls-Royce aero-engines could be sold back into the private sector.

And yet the comparable attempt of Harold Wilson's Labour government to rescue British Leyland, the sole remaining British-owned mass car manufacturer, in 1974-75, proved a calamitous and costly failure.

The British car industry had been slipping further and further behind its rivals ever since its heyday in the early Fifties, when it was the second largest manufacturer and exporter in the world.

It was the victim of a slow suicide by incompetent management and strike-prone workers - its cars badly designed, shoddily made and poorly marketed and serviced.

By the summer of 1974, British Leyland was heading for a loss of nearly £30 million.

When its banks finally refused to extend its overdraft, the company appealed to Tony Benn (the then Secretary of State for Industry) for a rescue.

Benn, a lifetime and unrepentant socialist, coughed up no less than £1.4 billion of taxpayers' money and took a controlling interest in the company.

This was more than an emergency rescue - it was a crazy attempt to reverse the verdict of experience, which was that from boardroom to shop floor, the native British car industry simply lacked what it took to succeed against the Germans, Japanese and even the French and Italians.

All Benn succeeded in doing was prolonging the industry's slow and agonising death.

Even by 1977, foreign imports accounted for more than half British sales, while today the only mass car manufacturers in Britain are themselves foreign-owned.

There is a huge lesson to be learned from these past experiments in nationalisation - the supreme importance of realistically calculating the risks and rewards of pumping public money into industries in trouble. Well-meant social charity will not do.

? Correlli Barnett is author of The Verdict Of Peace: Britain Between Her Yesterday And The Future (Pan, £8.99).
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