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der Mrs. Thatcher to nearly 40% by 198 1 ,  then fell slightly (but never be
low Labour's last year) and then rase again in 1994 and 1995 to about 
38% (69).  

The Chancellor of the Exchequer for much of the 1980s has hirnself ad
mitted that the Conservative governments had indeed not reduced the 
burden of taxation (either absolutely or even as a proportion of Gdp) and 
that in 1991/92 it was actually two percentage points higher than in the 
last year of the Labour government, 1978/79 (70).  The choice of the 
199 1/92 date is significant: 1993 saw "one of the largest packages of tax 
increases in living memory" (71) .  But what the Conservatives had done 
was to create an optical illusion: the "progressive" and eye-catching in
come tax rates were lowered while the highly regressive - but almost in
visible - Value Added Tax rate was more than doubled. There has also 
been a clear tilt in the balance: people in the bottarn seven-tenths of the 
income distribution were paying more, the top tenth less, tax in 1994/95 ,  
than before the Conservatives came to power (72). 

As to public expenditure, it corresponded to 39% of Gdp in 1990, then 
rase year by year to 44 .5% in 1994.  This compares with roughly 35% in 
the "socialist 1960s" (73).  Of course the "level '' of public expenditure is 
not uniquely what matters even though it is the datum put into the cen
tre of political attention by the Conservatives. Arguably, what matters 
most is how the money is spent. Under the Conservatives what rase 
inexorably - and upset plans for "good housekeeping" and for fulfilling 
election promises of lower spending - was that part of the social securi
ty budget allocated to supporting people who could not make ends meet 
as a consequence of government policies or the lack of them. There were 
the unemployed but also the "working poor" whose wages were too low 
because boards setting minimum wages in some employment sectors 
have been abolished, or because part-time and therefor part-pay, em
ployment became an ever-growing proportion of total employment. 
What was drastically reduced was public expenditure on investment. 
The delapidated state of many hospitals and schools, of inner cities, of 
the road and rail network, is a stark reminder. 

The statistical expression of all this is a substantially worsened balan
ce between public sector assets and financial liabilities, in spite of a 
short-sighted, in the long run expensive, policy of penny-pinching, in the 
pursuit of an elusive and anyway frequently socially malign reduction in 
public expenditure. When Mrs. Thatcher took office, physical assets ex
ceeded financial liabilities by a year's Gdp. This was the result of stea
dy falls in net financial liabilities and a steady rise in the value of 
publicly-owned assets since 1957 .  After 1979 ,  the picture changed dra
matically. Net investment collapsed as government capital spending ba
re the brunt of budgetary cuts; assets were sold through privatisation, 
but financial liabilities grew: by 1992 the physical/financial balance was 
only equivalent to less than half a year's Gdp: such a deterioration could 
at some point become unsustainable (74). 
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