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in the secondary labour market [and] the resulting competition will push 
wages down even further in this market, creating still more inequality. " 

The whole question of the British investment performance, discussed 
above, has recently been the subject of wider attention. Stung by wide
spread criticism of the policies that had led to, or did not prevent, the 
massive under-investment experienced by the British economy, Treasury 
Chief Secretary William Waldegrave stated that "there are a lot of myths 
about investment. In fact, it is a British success story" (37). Stephen 
Bond and Tim Jenkinsan assessed British investment performance and 
policy by presenting cross-country evidence from Japan, Germany, Frau
ce, Italy, the US and the UK for the period 1980-1993.  Countering claims 
made in a recent Department of Trade and Industry statement, they con
clude that Britain has invested a lower share of Gdp than any of these 
countries, as to gross investment, gross investment excluding residential 
construction and equipment (38).  

5. Inward foreign direct investment 

Almost the only good news regarding the performance of the manu
facturing sector comes directly and indirectly from inward foreign in
vestment from which Britain, which has a higher ratio of it to Gdp than 
any other leading global economy, has benefited greatly: it has shaken up 
the industrial scene by being an important force for competition, re
structuring, the introduction of higher-quality products and the trans
formation of production and work practices . David Currie calls it a ca
talyst for dynamism and change (39). Attracting foreign investment was 
and remains the Thatcher/Major governments' substitute for an indus
trial and regional policy. There has long been an important US presence 
in British industry, but recent years have seen a strong influx from Ger
many (almost 300 firms) and from the Pacific Rim, amongst them no fe
wer than 180 Japanese ventures. In the year to April 1995 ,  the govern
ment recorded 477 new investment projects, directly creating nearly 
50 ,000 jobs. Since 1979 the government estimates that more than 800,000 
jobs have been created or safeguarded by inward investment, all of 
which is targeting the British market, but in particular the EU market as 
a whole. Many have chosen Britain because they are comfortable with 
the English language - American being the lingua franca of internatio
nal business and technology (40). Britain also has one of the lowest rates 
of company taxation in the EU and permits international managers to 
pay their own national income tax rates , at least for a time. According 
to Walter Eltis, they are also attracted by the open and deregulated eco
nomy and by the good labour relations environment (41) ,  though this is 
surely no better than that of many other EU countries. Foreign firms 
also, the Japanese firms in particular, are creating their own co-opera
tive workplace environment. What is not mentioned usually is that there 
are very generaus financial inducements and frequently tax holidays 
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