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Abstract

This thesis is concerned with examining why, in a period of high
regional unemployment differentials, the development of an industrial
location policy took so long to evolve during the interwar period., The
thesis is divided into four parts, largely on a chronological basis.
Part One serves as an introduction and an outline of the main trends in

unemployment between 1920 and 1932,

Part Two contains a discussion of policies in the same period, It
is suggested that Govermments concentrated on measures to restore prosperity
to the export industries in the hope that unemployment in the depressed
coalfield areas would be reduced by a revival of these industries. The
desire to lower costs to regain international competitiveness effectively
thwarted the development of expansionary policies, At the same time, the
need to placate public opinion led to a growth of ad hoc policies to ease
the burdens of regional unemployment, but to leave the export industry

policies uncompromised, The most notable was Industrial Transference.

The slump of the thirties halted the growth of regional policies,
but when the recovery began to accelerate in the prosperous areas and
unemployment differentials widened, unemployment returned to the limelight
as the problem of long-term unemployment was exposed. In Part Three, the
development of regional policies up to the outbreak of War is discussed.
After a series of articles in The Times depicting the social and economic
problems of the 'derelict' areas had focused public attention on the

coalfields again, the Government was forced to introduce regionally-




(ii)

discriminatory legislation, the Special Areas Act, 1934, This Act amounted

to little more than a continuation of the ad hoc programme of the twenties,
but Commissioners were established and exhorted to develop new measures

to help the unemployed. The Commissioners saw industrial diversification
as tﬁe only effective policy, but their powers were restiictive in this
field. However, armed with the recommendations of the Commissioners, the
critics pressed for a more interventionist approach, The Goverrnment made

a series of strategic concessions, culminating in the Special Areas (Amend-
ment) Act, 1937, which empowered the Commissioners to give inducements to
private industry to locate in the Areas. By 1939, the essential elements

of modern regional policy, except demand management, were in operation,

Part Four assesses the extent of progress made in regional policy during
the interwar period. The role of regional policy was examined by the
Barlow Commission which advocated a more economic, growth-oriented
approach. Owing to the outbreak of war and fears of a recurrence of
unemployment in the depressed areas after 1945, the Barlow recommendations
were not fully implemented in 1945. Although progress in policy development
had been impressive, little direct reduction in unemployment rates
occurred in the interwar period. However, methodological and statistical

problems make accurate calculations impossible.

In the circumstances, however, it is concluded that the Govermment
did all that might reasonably have been expected of it to reduce regional

unemployment,
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PART ONE

INTRODUCTION



CHAPTER ONE

Introduction

With the rise of urban industrial society in Britain during the later
eighteenth and the nineteenth centuries, there has arisen the problem of the
town-dwelling, wage-earner who has been unable to find suitable occupation.
The word 'unemployment' was probably‘first used in the 18405.1 From the late
nineteenth century, the topic has provided a fertile ground for discussion
and research as social scientists have sought to increase their knowledge of
the nature and causes of unemployment. As our understanding of the problem
has increased, the Government has gradually been drawn to assist those without
work and to take, with employers and the employed, greater responsibility for

keeping unemployment rates down.

The high rates of unemployment in the interwar period in Britain played
a significant role in this evolutionary process which culminated in the
assumption by the Government in 1944 of the responsibility for the level of
employment. During the period 1920-1939 pressure was applied to the Govern-
ment to revise its attitudes towards what one commentator has described as
the "dingy, boring and inescapable backcloth'" of mass unemployment.2 It is
the aim of this thesis to chart a part of this evolutionary process; to
investigate the relationship between the Government and the depressed areas

during the interwar period.

1 T. S. Ashton 'The Relation of Economic History to Economic Theory'
Economica NS 13 (1946) 86.
2 Ronald Blythe The Age of Illusion (1963), 155
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The regional differentials in interwar unemployment rates were well=-
known to contemporary commentators,3 and have received considerable attention
since 1945.4 Unemployment tended to be concentrated in the depressed areas,
parts of the North East, North West, Central Scotland, and South Wales, from
the early years of the twenties onwards.5 It is clear,also, that these
depressed areas formed 'problem regions' within the conventional definition
of the term. McCrone suggests that there are three main types of regional
problems:- agricultural regions in industrialised economies which cannot
provide living standards comparable with the rest of the country; a region
which is industrialised, but whose industry is either stagnant or in decline;
and the congested region, whose further development would require excessively
high investment in infrastructure and would result in high social costs to the
inhabitants.6 The depressed areas of the interwar period clearly belong to
the second category. Despite the vast differentials in economic and social
conditions between the problem regions and the rest of the country, most
historians have suggested that a regional policy of assistance to the depressed

7

areas did not commence until the mid thirties. These historians have
identified the passing of the Special Areas (Development and Improvement) Act
as the origin of modern regional policy, but some have, at the same time,
pointed out that the measures introduced under the legislation, concerned,

to a large extent, with land settlement, drainage, and social welfare schemes,

were far removed from the present concept of a regional policy.

3 Henry Clay The Post-War Unemployment Problem (1929), 52=73 R.C.

Davison British Unemployment Policy: The Modern Phase since 1930 (1938),

assim, H Powys Greenwood Employment and the Depressed Areas (1936).

4 Noreen Branson and Margot Heinemann Britain in the Nineteen Thirties (1971)
20~67; Blythe op.cit, Chapter 9; Bentley B. Gilbert British Social
Policy 1914-1939 (1970), 51-97, 162-194., M. Stewart Keynes and After
(Penguin 1967), 48-70.
Infra, Chapter One, Part Two.
Gavin McCrone Regional Policy in Britain (1969), 14.
C H Lee Regional Economic Growth in the United Kingdom since the 1880's(1971),
153; McCrone op.cit, 92; B J Loasby 'Location of Industry: Thirty Years of
Planning' District Bank Review (1965), 34/5; H W Richardson Economic
Recovery in Britain 193%2-39 (1967), 280.
8 Richardson loc. citj; Lee loc. cite

N oW
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Other authors have designated the beginnings of the Industrial Transference
system under which the Government tried to encourage and direct the mobility
of labour away from the high unemployment regions as the start of regional
policy in the interwar period.9 It seems remarkable that the inhabitants of
the depressed areas should have had to wait, and apparently were prepared to
wait,io at least seven years for the introduction of measures of direct
assistance - and, apparently, were prepared to accept nothing more than
improved facilities to escape from the gloom of their home environment.
Moreover, according to many writers, the unemployed in the depressed areas
had to wait another six and a half years for the introduction of the next
step in regional policy, after, in the interim, having to endure the worst

of the slump and very slow recovery.11 Several questions immediately arise:-
Why were regional policies introduced so late, long after the unemployment
differentials had been apparent? Why did regional policy take such a narrow,
restricted form? Why was political, social and economic pressure not applied
to successive Governments to implement more generous, more extensive, and
more constructive policies?” It is the aim of this work to try to answer

these questions.

A crucial element in the answer to these questions is that too narrow
a view has been taken of what constituted assistance to the depressed areas
during the interwar period. The transference and Special Areas programmes
are meaningless if considered outside the context of the whole range of

Government policies which were presented and regarded as complementarye.

9 A J Brown The Framework of Regional Economics in the United Kingdom
(1972), 281; R C Davison The Unemployed: Old Policies and New (1929),
259-66

10 It will be argued that the unemployed, and their representatives did
not always adopt a passive course, but were able to make their protests
known by taking to the streets on hunger marches. However, there were
even regional variations in militancy. W R Garside The Durham Miners

1919-1960 (1971), 281.

11 Richardson op.cit, 266-98.
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Examples of the presentation of a multitude of policies as beneficial to the
regions will be given throughout the thesis, but the first illustration can
be conveniently introduced at this point. After the general strike, it can
be argued that economic conditions in the coal mining industry had a profound
effect on regional growth performance. Those regions which were heavily
dependent on coal mining employment, particularly those containing the large
export-oriented coalfields, tended to have much higher rates of unemployment
than the more industrially diversified regions.12 In these circumstances,
any measures which were introduced to foster expansion in the coal mining
industry could be, and were, described as measures to reduce regional
unemployment differentials. In introducing the Coal Mines Bill of 1930, for
example, the President of the Board of Trade commented on his recent visit to
the steam coal valleys of South Wales.

"I do not think that one could ever forget the scene. I saw, as every
hon. Member must see, the distress of those villages and mining
communities. Judge this Bill impartially and you will find, although
it may not be without defect, that it is an endeavour to see that the
output of these men.....is given a fair chance in the markets of the
world. I am proud...., to have tried to make some contribution to

13

improve their conditions'",
As long as policies of this type were being introduced, and as long as the

primary hope for the recovery of the depressed areas lay in the recapturing
of lost foreign markets by the export staple industries, there would be little

demand for a regional policy designed to diversify regional economic structures.
Consequently, it will be one of the main aims of this work to record the
realisation that local prosperity would depend, in future time, on a more home-
market-oriented national and regional economy. Only when regional economic
structures are finally considered likely to be permanently inadequate to
provide economic security for the local inhabitants, is there any likelihood

of the 'modern' type of regional policy (controlling or inducing the location

5

of new industrial undertakingle) being developed1 .

12 Infra, Chapter One, Part Two.

13 Hansard (Commons), Volume 233, 1274 December 17, 1929.

14 McCrone op.cit, 181-207.

15 See E. Nevin 'The Case for Regional Policy' Three Banks Review (Dec.1966),72
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el 16 X
Before this conclusion had been reached by the majority, the persistence

of depression in the basic export industries and the location of the growth

industries in other parts of the country gave rise to linkage and multiplier

5 2 . K : i : 2 A
effects tending to intensify and prolong economic depression. 7 Economic

depression led, in turn, to a deterioration of social and physical conditions.1

Thus, a wide range of policies to alleviate these problems must be considered

4 iy 1
as part of the development of regional policiese. 9

Only very late in the inter-

war period was it realised that the best method of attacking these problems lay

in creating jobs for the unemployed.

Thus, the aim of this work might briefly be described as an attempt to

account for the slow emergence during the interwar period of the modern

conception of the nature and purpose of discriminatory regional policies.

16

7
18

19

The hope that the export industries might regain their former levels of
prosperity was not so irrational in the world trading conditions of the
interwar period. It has been suggested that competitive factors were far
more important in determining export performance than structural factors.
Thus, if costs and prices could have been reduced in the manufacturing
sector, it is possible that some of the worst aspects of the depressed
areas problem could have been overcome much earlier. See H. Tyszynski
'World Trade in Manufactured Commodities 1899-1950' Manchester School of
Economic and Social Studies X1X (1951), 288-94 [Eereafter Manchester
School

Infra, Chapter One, Part Two.

K Lindsay 'The Administrative Problem of a Depressed Area' Public Admin
istration X111 (1935).
When investigators were sent from London to survey industrial conditions
in four depressed parts of the country during the summer of 1934, they
felt obliged to comment on a multitude of social and economic problems
deserving Government attention. Reports of Investigators into the
Industrial Conditions in Certain Depressed Areas (Cmd 4728 1934), passim.
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The Sources

In any work on Government policy, official records must provide a sub-
stantial proportion of the source material. Both published and unpublished
papers are readily available in overwhelming quantity. The value of the

Parliamentary Papers and non-command papers as statements of the policy and

intentions of the Government, and as records of the work of departmental
committees and working parties is well=-known, and needs little further comment.
However, special mention must be made of two sets of documents which have been
particularly useful and will be cited frequently throughout the work. The

Reports of the Commissioners for the Special Areas were invaluable in providing

an insight into both the detailed working of the measures undertaken under the
Acts of 1934 and 1937, and the particular role of the policy within the whole
range of Government assistance to the depressed areas. The ability of the
reports to convey a picture of what social and economic conditions were like
in the high unemployment regions and to reveal that the Government was only
scratching at the surface of the depressed area problem deserves to be app-

reciated more widely than at present. Secondly, The Barlow Report22 and the

associated minutes of evidence offer a unique opportunity of assessing the
attitudes of the different Government departments (and of a host of other
bodies) to the contentious issue of official intervention into the locational
decisions of private enterprise. Formed at a time of a sweeping reappraisal
of Government responsibilities the Royal Commission put the widest inter-
pretation on their terms of reference, and the Chairman was determined to

: 2
give full consideration to all the relevant evidence. 3

20 For the sake of convenience, only the documentary and literary sources
will be considered at this point - the statistical data can be more
valuably assessed at a later point in the thesis when a more quantitative
approach must be adopted. Infra, Appendix One.

21 C L Mowat Great Britain since 1914 (1970), 26-42,

22 Royal Commission on the Distribution of the Industrial Population Report
(Cmd 6153  1940).

23 PRO HLG 27/43. Points for Consideration: Memorandum by Chairman.
March, 1938.

21
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Thus, the Royal Commission presented a comprehensive review of all factors
relating to the distribution of population and industry within Britain in
their Report, which has been regarded as a "landmark in the development of

thought on the regional problem in Britain." 2%

The decision of the Government that its records should be opened after
thirty years (enacted in the Public Records Act of 1967) has had a great
impact for historians of the twentieth century. There is now available a
wealth of material which can clarify for the historian the course of events
and the information available to the Cabinet and to Ministers when decisions
were made.25 These papers available at the Public Record Office have given

researchers the chance to write much fuller histories of the period since the

establishment of the Cabinet Secretariat in 1916 than had been possible before.26

However, two important limitations to their value as sources must be mentioned.
Firstly, attention has been drawn by RHS Crossman to the probability that
Cabinet minutes, at least those of the recent past, may not be as accurate as
was previously supposed.

"Cabinet minutes are highly political and the way they are written has
enormous effect. By eliminating whole sections from the discussion
and reporting others in full the Secretariat can greatly affect the way

27

a decision is interpreted at Whitehall."

24 McCrone ope. cit, 104,

25 The opening of the Public Records has helped to clarify the debate over
specific issues, such as the reasons for the granting of the'Red Friday'
subsidy to the coal mining industry. Infra, Chapter Two footnote, - 73,

26 See, for example, Susan Armitage The Politics of the decontrol of
industry: Britain and the United States (1969); Paul B Johnson Land Fit
for Heroes: the Planning of British Reconstruction 1916-1919 (Chicago
1968); Gilbert op. cit.

27 Sunday Times Crossman Diaries, March 23, 1975
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The chances of detecting bias, if it existed, in the Cabinet minutes for the
interwar period are slight. There appears to have been, judging from
autobiographical records, no interwar Cabinet Minister who shared Crossman's
interest in the process of decision making at the highest level. It is
possible, however, to compare the official minutes with the diary entries made
by Thomas Jones, Deputy Secretary to the Cabinet until 1930.28 Jones knew
shorthand and kept an extensive, if intermittent diary. He was particularly
concerned with economic and social affairs and, thus, his diary is a valuable
source in its own right, especially for the understanding of episodes, such

as the general strike and the formation of the Economic Advisory Council, with
which he was closely concerned. His practice of giving detailed accounts of
the topics in which he was especially interested, helps to add detail to the
picture presented by the Cabinet minutes, but in no way suggests that there

3 The

were, at this time, biases of the type to which Crossman has alluded.
second point concerns the sheer volume of the material and concern of much
of the departmental material with the details of administration. Whilst
Cabinet records have already yielded a bountiful harvest of research, the

departmental papers need to be handled with much greater selectivity, if one

is to avoid being overcome by administrative detail.

28 Thomas Jones Whitehall Diary (Edited by Keith Middlemas) Volumel
1916 - 1925 (1969); Volume II 1926 - 1930 (1969).

29 Jones took particular interest in the negotiations of April and May,
1926, which were linked with the calling of a general strike. His account
can be compared with Cabinet records of the same events. In his
presentation of the Cabinet meetings of May 2nd, for example, Jones gives
an account of events which highlights certain aspects of the official
minutes (the open dissatisfaction with the formula agreed with the TUC
shown by some Ministers, the fact that an ultimatum had been drawn up to
be handed to the TUC at the start of the 9.30 p.m. meeting) rather than
suggests the deliberate suppression by the Secretariat of part of the
records oOp. cit, Vol.II, 27 - 34,
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Where a measure public reaction to Government policy has been required

the technique of using the Parliamentary Debates, newspapers and journals

has been adopted. Reports in local newspapers have been chosen as the best
method of assessing the strength of public feeling about specific Government
measures. The thoughts and reactions of the organised labour movement, for
example, are obviously important in matters concerning unemployment, labour
mobility, and Government training and, thus, due weight has been given to the
pronouncements of the TUC and the Labour Party. It had been hoped to examine
local trade union reactions to Government policies, by examining trades council
minutes, but the limitations of time and the need to survey several areas as
a result of the very diverse regional responses have rendered these plans
impossible. Above all, however, it was thought that these sources would
contribute little to an understanding of the local response to Government
policies. The Public Records give details of the many deputations to the
various Ministries during the period, and both participants and more impartial
observers have examined the history of the more colourful aspect of interwar

% Dk 0
working class pressure group politics - the hunger marches.3

It would have been highly advantageous to have been able to interview
the leading figures who were involved in the formulation of the policies towards
the depressed areas. The Public Records do not supply sufficient information
about the personal attitudes of men such as Chamberlain, Betterton, Malcolm

Stewart, George Gillett, Sir Arthur Rose or Sir Horace Wilson to answer all the

30 The following works by Wal Hannington; The Problems of the Depressed Areas
(1937), Unemployed Struggles (1936), Ten Lean Years (1940), and Never On
Our Knees (1967); and Ralph Hayburn "The Police and the Hunger Marchers'
International Review of Social History XV11 (1972), Maureen Turnbull
'"Attitude of Government and Administration towards the Hunger Marches of
the 1920s and 1930s' Journal of Social Policy 2 (1973).
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historian's questions. Moreover, the failure of most of them to leave
manuscript collections open to research students was a disappointment.31
Even historians of the recent past do not live in the ideal world where

all sources are to hand.

The Organisation of the Work

The thesis is divided into four parts, largely on a chronological
basis. Part One is purely introductory, but does contain a background
discussion of unemployment in the period 1920-1932. Part Two deals with
the development of policies to help the regions in the period up to 1932.
Contemporaries in the twenties tended to distinguish between 'long-term
economic' and 'short-term relief' policies,32 but in Chapter Two, it will
be suggested that the crucial factor was cost reduction. The
introduction of a programme of regional development was delayed because
it was thought that regional unemployment would be eradicated only by a
revival of prosperity in the export industries which should be encouraged

to lower unit costs. This restrictive framework imposed tight limits upon

31 The Royal Commission on Historical Manuscripts have no records of
material left by Lord Portal or Sir Horace Wilson. Sir Malcolm
Stewart's papers are not open to researchers.

32 A number of illustrations can be cited. Dr. T. J. MacNamara, the
Minister of Labour in the 1921 Lloyd George coalition said in a debate
on unemployment, "I am conscious of the fact,..that in regard to my
duty as Minister of Labour the criticism may be made that I am
confining my energies to the task of endeavouring to alleviate the
hardships and mitigate the sorrows arising from unemployment.....But
there is another duty.....of doing what we can to re-establish British
industry and thus bring permanent happiness and prosperity to busy
hands in mill and factory and workshop'". Hansard (Commons), Vol. 138,
120, February 16, 1921. 1In mid-decade, the conservative Minister of
Labour, Sir Arthur Steel Maitland drew a distinction between the
justifiable measures to help the export industries, and the
palliatives of relief works. Hansard (Commons), Vol. 188, 1698-1700,
November 26, 1925, Finally, Sir Oswald Mosley drew a sharp
‘distinction between measures of long-term planning and short-term
schemes such as UGC and road-works as remedies for unemployment.
Robert Skidelsky Politicians and the Slump: the Labour Government of
1929-1931 (1967), Chapter 8, Passim.
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the range of policies which could be formulated. The persistence of
high rates of unemployment in the depressed areas and the pressure
placed on the Government, meant that official policies had to be devised
which both helped reduce regional unemployment differentials and yet

left the policy of cost reduction uncompromised.

The rigid analysis of unemployment meant that the possibility of
introducing an expansionist programme to reduce unemployment in the
depressed areas was slight. The Government turned, instead, to
traditional methods of coping with the unemployed., Since the majority
were expected to endure only short spells out of work (until cyclical
recovery could proceed), the Government strengthened its facilities for
helping unemployed labour withstand brief periods without work.
Pressure began to mount from the depressed areas for more discriminatory
measures, and, by 1925, a number of ad hoc initiatives had been taken to
placate the unemployed and local government in the regions. The
persistence and intensification of regional unemployment later in the
decade forced the Government to devise a new method of helping the
regions with the result that official backing was given to encouraging
and directing workers wishing to leave the depressed areas., This
"Industrial Transference' scheme soon expanded to become a major part
of Government regional policy. The aim was to disperse the
concentrations of unemployment more evenly throughout the country - a
policy which in no way compromised the major goal of cost reduction.
The twin policies of cost reduction and transference remained the
principal weapons against regional unemployment at least until 1932;
the change of Government in 1929 and the rapid rise in unemployment

during the slump brought no major re-orientation of policy,

The third section continues the chronology up to the outbreak of the
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Second World War, and is predominantly concerned with the passing of and the
changing emphasis given to the Special Areas legislation. Chapter Four assesses
the importance of new factors which led to a re-awakening of public interest

in the depressed areas during the thirties,33 and suggests that the Special
Areas (Development and Improvement) Act of 1934 can be realistically seen as

a continuation of the short-term relief policies of the pre-slump years. How-
ever, the Act had a further element in that the Commissioners appointed under
the legislation were encouraged to adopt new approaches to alleviating the

worst effects of regional unemployment, although the restrictions on their

powers did not leave much scope for experiment.

In Chapter Five, the early measures and their relationship to other
Government policies are considered. The Commissioners soon came to regard
diverting new industrial enterprise to the Special Areas as the most realistic
method of promoting the economic development of the regions. The change from
the original conception of the role of the Commissioners meant an extension of
their legal powers was necessary for them to pursue this policy effectively.
This argument was most cogently put in the final report issued by one of the
Commissioners, a watershed in the changing ideas about regional policy in the

interwar period.3

33 The factors which receive particular attention are the emergence of the
problem of long-period unemployment, and the slow pace of regional
recoverye.

34 Third Report of the Commissioner for the Special Areas (England and Wales)
(Cmd 5303 1936) .
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At the same time, the Government's long-term economic policy was encountering
difficulty because of the collapse of world trade during the slump years, and
the lack of vigour with which rationalisation had to be pursued in view of the
high unemployment levels.35 The way was open for a new type of regional aid

programme.

The full emergence of a policy of regional industrial diversification is
considered in Chapter Six. Inducements to industry to locate in the Special
Areas became, for the first time, a leading part of regional policy after the
passing of the Special Areas (Amendment) Act of 1937. There were, however,
limitations on the effectiveness of the policy as a result of financial and
administrative constraints. At the same time, the Government had by no means
dropped its more traditional methods of assisting the high unemployment regions,
and the Special Areas measures remained only a part, though an increasingly

important part, of the total effort.36

The final section acts as a review of the developments made in regional
policy during the interwar period. Chapter Seven assesses the contribution
of interwar measures to the formulation of the first post - 1945 regional
legislation; the Distribution of Industry Act of 1945. Great emphasis is

placed on the deliberations and report of the Royal Commission on the

35 Although N K Buxton has recently shown that there were good grounds for
the coal owners doubts about the value of amalgamation per se, his thesis
does not destroy the conviction that the Government failed to promote
rationalisation more strongly because of fears about unemployment levels.

N K Buxton 'Entrepreneurial Efficiency in the British Coal Industry
between the Wars' EHR XX111 (1970).

36 Neville Chamberlain announced to the Commons in March, 1937, that the
Government was attempting to reduce unemployment in the Special Areas on
five main fronts:- (1) Assistance to ailing industry; (2) the introduction
of new industries; (3) land settlement; (4) transference; (5) the improve-
ment of the social services. Hansard (Commons) 321, 1572-87 March 12, 1937.
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Distribution of the Industrial Population, which undertook the most searching
examination of the regional problem in all its aspects. An attempt will be
made to compare the legislation of 1945 with the recommendations of the Royal
Commission. In Chapter Eight, a quantitative approach is adopted to the
discussion of progress in the regions throughout the interwar period. Regional
population, employment, unemployment data and measures of industrial structure
will be considered. Appended to this chapter is a discussion of the limitations
of the various statistical series at the disposél of the historian. The work

finishes with a short concluding chapters
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11

To compute the rate of unemployment at any time, it is essential to both
define and measure not only unemployment, but also the workforce. In neither
case can a satisfactory definition be found which does not involve the use of
arbitrary and, to some degree, unrealistic assumptions. In Britain in the

.interwar period, unemployment was effectively defined by the method éf measure=
ment, which was on the basis of voluntary registration at Labour exchanges.

These data, resulting from the working of the National Insurance scheme which

became fully operative in 1923 have distinct limitations which will be explored

in more detail below.37 Before 1923, however, the available statistics are
less reliable than the limited Insurance figures. Between January 1919 and
March 1921, the out-of-work donation scheme helped the unemployed survive
until a new job could be found. The donation was paid to civilian unemployed
until November 1919 when the Unemployment Insurance scheme was re-introduced.
Cnly aggregate figurés were produced with no information about unemployment
by region or by industryj; thus, the data have distinct limitations.38 The
trade union figures were also available until their cessation in 1926,59 but
their representativeness of the total working population and the basis of the
sample are both in doubt.go In addition, there are Unemployment Insurance
figures from the time of the passing of the first Act of 1911. However; the
rapid expansion of the scheme and the burdens placed upon its administrétors

by rising unemployment meant that a considerable period elapsed before the

37 Infra, Appendix One.

38 Table I. '

39 Table II.

L0 See infra, Appendix One.
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full coverage was achieved.41 Thus, the Insurance data have to be handled

with considerably more care for the period November 1920 to January 1923 if

they are to be used as indicators of the general unemployment rate (if such

a concept can be defined and measured).l*2 Caution is also essential in the

use of the disaggregated statistics during the early period because the
Ministry of Labour changed the presentation from an occupational to an ind-
ustrial classification in July, 1923. All attempts to illuminate the nature

and causes of unemployment during the twenties must acknowledge the deficiencies
of the statistical data and particularly in the period of most rapid'change

before 1923.

The Incidence of Unemployment

Although it is impossible to comment with any certainty upon details of
employment and unemployment after the Armistice, the broad trends seem to have
been well established. Pigou has suggested that there was a short 'breathing
space' lasting from the end of the War until March 1919 which was followed by
a brief boom of approximately twelve month's duration.43 By the end of
April 1920 demobilisation was practically complete.[*[:t The number of ex=-service-
men receiving out-of-work donation continued to fall until July but began to
rise during the autumn.45 The other indeces confirm this pattern with a sharp
rise in October 1920 as a result of a dispute in the coal mining industry.

A further dispute in April - July 1921 accelerated the rise in unemployment

rates, with the peak in both series being reached in May/June. However, the

41 There is little doubt that some employers were able to avoid complying
with the demands of the scheme, ensuring that the potential coverage
was never complete.
42 Table III.
43 A. C. Pigou Aspects of British Economic History 1918 - 1925 (1947), 5 - 7.
4Lk Ibid., 33.
45 Table I.
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non-strike peak was not reached until the winter, with exceptionally high
unemployment levels persisting until the summer of 1922. The fall began in
the first months of 1923 and continued until the summer of 1924. Thereafter
unemployment rates among insured workers fluctuated around the ten per cent.
mark until 1929. There was a small rise in 1925 which was perpetuated the
following year by the dislocation caused by the general strike and the coal
dispute; the fall in unemployment rates in 1927 is, in part, a reaction - a
spurt of activity as orders delayed by a lack of fuel were completed when the
coal dispute was settled.46 A major change occurred at the end of the decade,
with a rise in unemployment rates which accelerated after March 1930. The
second peak in unemployment levels amongst insured workers was reached in
August 1932 when 23.0 per cent of the insured population was idle. It was
not until the beginning of 1933, however, that the gloom began to 1lift and
unemployment rates showed definite signs of reduction. To summarise: there
were two great peaks of cyclical unemployment in 1920-22 and 1929-32 which
were seperated by a relatively high, persistent core of unemployment amounting

to about one million workers, or ten per cent.of the insured workforce.

This picture is not particularly informative - the national average
figures tend to obscure more detail than they reveal in a period when regional
and industrial differentials were so vast. The disaggregated figures help
fill this void, but extreme care must be employed in interpretation. Reference
should be made to the definitional problems and the assumptions made in carrying

out this type of statistical exercise.l*7 As was the case with the national

46 Economist Commercial History and Review of 1927, 3/4.
47 1Infra, Appendix One.
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aggregates, the early years of the decade present an especial problem because

of the inadequacy of the statisticse.

Henry Clay attempted to shed light on the pattern of the slump by
adapting figures taken from the Employment Gazette of unemployment in the coal
mining, engineering, cotton textiles and building industries.48 His technique
has been followed for other industries and the results are presented as Table
IV. It seems reasonable to suggest that the engineering and metals industries
suffered particularly severely in the downswing of 1921/22. The textile ind-
ustries also experienced a violent fluctuation at this time, but both cotton
and wool succeeded in making a rapid recovery. The transport services centred
on the docks and shipping also experienced high rates of unemployment among
their insured workforces, but there are few signs of such a pronounced cyclical
pattern. It is clear, therefore, that, despite the limitations of the statistical
data, complex forces were operating on the economy and a monocausal explanation
must be re;jected.l*9 Later in the decade coal emerges as a highly depressed
industry, but which experienced less severe unemployment than either ship-
building or dockworks. The changing industrial pattern of unemployment can be‘
ascertained from Table V1 which records the distribution of both the unemployed
and the total insured workforce between a number of important industries.
Whilst the limitations of the National Insurance returns make it impossible
for an exercise of this kind to achieve detailed accuracy, the broad trends
are evident. Before 1925 the chief element was the metal and engineering
sector and a brief peak of unemployment in cotton textiles. From 1925 onwards,
the biggest contribution to total unemployment came from the coal mining ind-
ustry. In the earlier years building contributed more than its expected share

to total unemployment; this margin was reduced between 1924 and 1927, after

48 Henry Clay The Post-War Unemployment Problem (1929), 41.
49 For a discussion of the causes of unemployment, see the following section.
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which building again swelled unemployment to a disproportionate extent. It

is also clear from this table that the reduction of unemployment rates in the
engineering and metals sector throughout the decade was achieved to large
degree, by a reduction in the share of the insured workforce seeking employ-
ment in these industries. Thus, inadequate as the data are there is suffic-
ient evidence to suggest that unemployment resulted from a number of influences

which changed in relative importance during the period.

The Causes of Unemployment

Beveridge defined three types of unemployment in Appendix D of Full

Employment in a Free Society:- frictional unemployment being '"unemployment

caused by the individuals who make up the labour supply not being completely
interchangeable and mobile units, so that, though there is an unsatisfied
demand for labour, the unemployed workers are not of the right sort or in the

right place to meet that demand;" Seasonal unemployment is defined as that

"arising in particular industries or localities through seasonal variation
in their activity, brought about by climatic conditions or by fashionj;"

structural unemployment is that caused "in particular industries or localities

through a change of demand so great that it may be regarded as affecting the
main economic structure of a country."so Beveridge also noted that the level
of activity was subject to fluctuation as a result of the working of the trade

cycle and that the downswing phase was characterised by cyclical unemployment.51

However, this simplification - misses the full complexities of the unemploy-
ment problem. It is impossible to differentiate totally between each of these
types of unemployment, because, for example, during periods of heavy cyclical

unemployment other types of unemployment are likely to be more severe. As

50 William H Beveridge Full Employment in a Free Society (1944), 408/9.
51 Ibide., Appendix A, 275 - 314,
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will be shown, cyclical depression in the interwar period tended to affect
particularly industries already suffering from structural decline. During
such periods the turnover of jobs was much less rapid than times of fuller
employment, and thus frictional unemployment would rise as workers spent
longer between jobs. In the final analysis, it is impossible to draw a
dividing line between any two of these types of unemployment. An attempt to
apply this framework to the unemployment pattern outlined in the previous

section will reveal the limitations of this type of analysis.

In discussing the downturn of 1920-22, Pigou has suggested that activity
may have fallen first in consumption goods industries but that the fall in
capital goods manufacture was more serious.52 This behaviour conforms sub-
stantially to the pattern of events which would be expected in the light of
the theory of the accelerator.SB. However, the figures on which Pigou based
this tenuous conclusion indicate at best a confused chronology and seem unable
to support the author's suggestion.54 Moreover, it is clear that the depth of
the depression and violence of the fluctuation of the engineering/shipbuilding/
metals sector indicate that structural elements were involved in making the
change from a controlled wartime economy to a free market pattern of demand.
Up to 1918 there had been an increasingly heavy demand for military equipment
but the rapid termination of armament contracts after the Armistice meant that

55

new products and/or new markets had to be found.

52 Pigou op.cit., 72.

53 For a discussion of the theoretical and empirical nature of the accelerator,
see R.F. Bretherton, F.A. Burchardt, R.S.G. Rutherford Public Investment
and the Trade Cycle in Great Britain (Oxford 1941), 6, 8-11, 311, 327/8.

54 Pigou op.cit., 227.

55 Pigou notes that work on munitions contracts had virtually ceased by the
early Spring of 1919. Ibid., 25.
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In fact, the level of demand in the key sectors of shipbuilding and vehicles
was maintained into the boom period of 1919/1920.56 However, world productive
capacity, especially in shipbuilding, had risen dramatically during wartime
and the post-war boom was based on very temporary conditions. Thus, instead
of a phased reduction in capacity many yards laid down new berths, often
financed by loans at heavy, fixed rates of interest. When the brief spell of
prosperity had evaporated, the effects of the slump in these two key sectors
were exacerbated by the actions of the Government; in 1920 4 million tons of
German reparations shipping were placed on the market at competitive ratess7,
and the manufacturers of commercial vehicles complained at the large number of
re-conditioned war lorries being offered at lower prices than comparable new
machines.58 The steady reduction in the relative size of the workforce in
this whole sector confirms the view that a structural shift was essential to

59

meet the peacetime demand level.

The persistent core of structural unemployment during the interwar period
as a whole is more usually associated with a wider range export industries:-
coal, cotton textiles, shipbuilding, and ferrous metals. Before 1914, these
industries used labour in a manner which, in terms of post-war technology, was
relatively intensive; during the war and post-war boom they were expanded in
response to highly unusual market circumstances which were not maintained. The
causes of depression in these industries after 1920 is sufficiently well-known

that it does not need repeating here except to state that the former high

56 1In shipbuilding, the post-war boom was inspired by rising shipping freights
owing to the reparations demand on shipping, delays in repairs, and port
congestion. These factors helped to conceal the surplus world tonnage.
Leslie Jones Shipbuilding in Britain: Mainly between the two World Wars
(Cardiff 1957), 31.

57 1Ibid., 95.

58 The Economist Commercial History and Review of 1921, 328.

59 See Table V1.
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levels of output and employment could not be maintained because of cost and
market factors, and there was a massive contraction in the employment capacity
of the export staple industries over the interwar period.60 The highest
unemployment rates were recorded in shipbuilding, but coal mining supplied

the largest aggregate number of unemployed workers. It is worthwhile noting
that, whilst these industries all suffered similar cost and market forces,
conditions in the individual industry determined the duration and extent of
depression. Thus, the onset of heavy unemployment in the coal industry was
delayed by the effects of a strike in the USA in 1922, the French and Belgian
occupation of the German Ruhr coalfield in 1923, and the payment of a subsidy
to British producers in 1925.61 Similarly, the iron and steel industry was
relatively less depressed during the thirties after the institution of a tariff

62

and a more home-market orientation.

The docks and building have also been identified as industries in_which
unemployment was concentrated during this period. The seasonal/cyclical/
frictional/structural analysis is also inadequate to cope with the complexities
of unemployment in these industries. Frictional unemployment was high because
of the tendency of the casual employment systems adopted by employers in these

industries to accumulate and keep reserves of labour.

60 See, for example, British Association Britain in Depression (1935);
G C Allen British Industries and their Organisationj; Lord Aberconway
The Basic Industries of Britain (1927).

61 The subsidy is discussed infra, Chapter Two.

62 The net impact of the tariff is more complex than this statement suggests,
for although replacement demand undoubtedly followed the its institution
and strengthening of the level of protection, other countries followed
suit and export markets were lost. See Duncan Burn The Economic History of
Steelmaking 1867-1939 (Cambridge 1940), 449-45k.

63 For a fuller discussion of the working and theory of casual employment
systems see Chapter Three, footnote 6.
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However, it appears that in a depressed economy these industries act as a
magnet for semi-skilled and unskilled workers displaced from other industries.
The comparative ease of entry into these industries for labourers, and the like-
lihood of obtaining short spells of employment, however infrequent, resulted in
a considerable surplus of labour at the ports and in building.65 To a certain
extent, therefore, there were structural elements in the unemployment, part-

icularly at the docks.

The second cyclical slump in the period also fell with particular severity
on those industries already facing structural decline. Thus, the highest un-
employment levels were recorded in shipbuilding, pig=iron and the iron and steel
industries whilst the fluctuation was less violent in electrical cables, utilites,j
and tramway and omnibus service.66 The workforce figures also help illustrate ‘
the structural shifts which were taking place in the economy between the wars. |
By measuring at the peak periods of the cycle (1924, 1929, and 1937), it is
possible to generalise about the trends in employment. It appears evident that

resources were being reallocated from the export staples to home market consumer

industries.

Thus, the unemployment throughout the interwar period resulted largely

64 Such was the case in the building industry which maintained between the wars
a constant reserve of unskilled labour, whilst suffering periodic shortages
of skilled workers. See Harry W Richardson and Dereck H Aldcroft Building
in the British Economy between the Wars (1968), Chapter 5.

65 However, the practice of the National Insurance administrators to define
the industrial class unemployed by their last spell of recorded unemployment
leads to difficulties in this context. It is possible that a number of
industries in the neighbourhood of the ports such as dockwork, transport,
building, and distribution all drew on the same reserves of unskilled labour.

66 Table V.

67 Table V11.
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from structural factors, with two cyclical peaks in 1920-22 and 1929-32. It
may be helpful to think in terms of the cyclical fluctuations superimposed
upon a core of persistent structural and frictional unemployment amounting

to approximately ten per cent of the insured workforce.68 The remedy for
such an intractable problem was for the Government to take the responsibility
to see that aggregate demand was sufficient to ensure full employment, that
demand was directed in such a way as to make use of unemployed resources, and
to secure the organised mobility of labour. The first condition has perhaps
been given undue emphasis by commentators on the unemployment problem in the
interwar period, and the focus has only recently been turned to more regional
and industrial aspects of unemployment policy as the dissatisfaction with
demand management has grown.69 Demand management has been found to be too
blunt a technique to achieve the various goals of policies of the post-war
world.7o As interest in structural and regional policies has grown, faith in

the value of demand management has been qualified.

Regional Unemployment

The limitations of the National Insurance data are particularly apparent
in relation to the variation of unemployment by region. There are no insurance

figures of regional unemployment before 1923 and none for the rate of unemploy-

68 Beveridge suggested that approximately 4 per cent. of total insured work-
force were unemployed result of structural factors, with the remainder
classed as frictional unemployment. However, such an approach seems to
ignore the definitional difficulties. " An Analysis of Unemployment III"
Economica N.S.1V (1937), 180.

69 See Robert Skiddelsky Politicians and the Slump (1967); Michael Stewart
Keynes and After (1967) which tend to venerate Keynes unduly.

70 See Samuel Brittan Steering the Economy: The Role of the Treasury (Revised
Penguin edition 1971); Andrew Schonfield Modern Capitalism (1965);

Sir Alec Cairncross Essays in Management (1971).
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ment in the different towns until the establishment of the local unemployment
index in 1927. As with the other series compiled from the operation of the
insurance scheme there are assumptions which need to be borne in mind when
using these data.71 The unemployment rate in each of the Ministry of Labour
administrative divisions for the period 1923-1938 is given in Table V111.
Before this period, there are data from one private survey and from the returns
of the Poor Law authorities.72 The Poor Law statistics which relate to the
distribution of able-bodied paupers are of only marginal use for clarifying
the position in the regions for the proportion of the unemployed receiving
relief was small in relation to total insured unemployment, and the policy
pursued by the locally elected Poor Law authorities depended to a very large
extent on their members' political allegiancies.73 Nevertheless, such data
may be useful in general terms to supplement literary or fragmentary stat-

istical evidence.

The figures reproduced from The Third Winter of Unemployment suggest

that unemployment was already becoming concentrated in the north-east and in
central Scotland; two areas which were to remain depressed throughout the
interwar period. However, such subsequently prosperous areas as the Birmingham/
Coventry Zone and north-east London also recorded high unemployment rates at
this time.74 The demands for help made by Poor Law authorities in these areas

in 1924,75 suggest a persistent depression and confirm the view that there had

71 See infra, Appendix One.

72 The private survey was carried out by a group of social scientists
including JJ Astor, A L Bowley, H. Clay and others and published as
The Third Winter of Unemployment (1922).

73 The fear of'poplarism'and other liberal approaches to public assistance
was still profoundly affecting the Treasury's attitude to aiding the
'necessitous areas' (infra Chapter Three footnote 51). For what they are
worth, the Poor Law data for 1921 suggest higher concentrations of paupers
in London and such parts as Liverpool, Hull and Glasgow until April 1921
when there is a general rise but which is most pronounced in the metals
and engineering centres of Newcastle, Stockton, Sheffield, Wolverhampton,
Birmingham, Paisley/Greenock, and Coatbridge/Airdme. The peak occurred
in October, 1921.

74 Table 1X.

75 Infra, Chapter Three, footnote 45.
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been a sharp cyclical downturn exposing the structural problems of the eng-
ineering/shipbuilding/metals sector. Thus, the beginnings of the familiar
pattern of unemployment concentrated in the old industrial centres were

evident from the first cyclical slump. Several qualifications must be appended,
howeverj firstly, .the heavily depressed industries of this early period tend

to be less regionally concentrated than, for example, coal or cotton textiles.
In the second place, the coal industry had not yet experienced its major slump
and coalfield areas such as South Wales remained relatively prosperous. Wales
recorded the lowest unemployment rates of all divisions until 1925 (with the
single exception of the South East in 1924). The abrupt change in the fortunes
of Wales coincides with a slump in the North East and, to a lesser extent in
Scotland and reflects the collapse of prosperity in the coal mining industry.
From this point onward, the main concentrations of unemployment were to be
found in the export-oriented coalfields of South Wales, the North-East coast,

i ¢

and Central Scotland. This conclusion is reinforced by reference to Table X
which presents unemployment in the regions as a percentage of the figure for
the South East. Thus, the wide difference in prosperity between the coalfield
areas and the region with the lowest unemployment rate is graphically illustrated,
The widening of differentials during the middle years of the twenties is strik-
ingly severe, widespread and persistent. It reflects the deterioration in the
coal industry at a time when the manufacturing industries of the south-east
were experiencing a spell of relative prosperity. After a peak induced by

the coal strike, differentials fell as inter;upted orders were made up and

unemployment began to fall among insured workers in metals, shipbuilding and

engineering. However, differentials remained wide throughout the remainder

76 Unemployment among insured workers in coal mining almost doubled between
1924 and 1925. Table V.

77 The division with the worst unemployment problem in purely quantitative
terms was, however, the north west which contained 22 per cent. of all
insured unemployed workers and 174 per cent. of the insured workforce in
1929, a relatively prosperous year for the division.
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of the period.

Regional unemployment differentials occurred because the industries
in which the labour force was in relative decline tended to be concentrated
on or near the main coalfields, largely as a result of power and raw material
requirements during their early development. The deceleration of the export
staple industries was aggravated at the regional level by linkage and mul-
tiplier effects. The coalfield areas were characterised by narrow industrial
structures heavily dependent for their prosperity upon one or two key export
industries.78 In the North East, for example, the decline in coal exports in
the interwar years contributed heavily to the decline in employment in shipping,
shipbuilding, and: iron and steel.79 The linkage effects contributed to a
regional diminution in purchasing power which restrained the growth of manu=-

facturing and service industries catering for the local market.

At the same time, the centre of industrial expansion shifted to the
Birmingham/Coventry Zone and to the South East of England. In the late nine-
teenth century the heavy engineering and machine tool industries which were
concentrated at the growth centres of the staple industries, became increasingly
specialised in meeting the demands of the export industries dominating the

; - : 80 it ‘
regions in which they were located. At the same time, the traditional ind-

78 In South Wales coal exporting was the dynamic sector in the local economy.
When this trade declined,linkage effects were felt in the transport industry.
An Industrial Survey of South Wales made for the Board of Trade by Univer=-
sity College of South Wales and Monmouthshire (1932), 86-96.

79 An Industrial Survey of the North-East Coast Area made for the Board of
Trade by Armstrong College, Newcastle-upon-Tyne (1932), 22, 36, 38, 44,

80 C. H. Lee Regional Economic Growth in the United Kingdom Since the 1880's
(1971), 76 - 83.
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ustries of the midlands and south were beginning to diversify into lighter
machine tool manufacture and its application to new forms of engineering as
mass production techniques began to spread.81 Thus linkage and multiplier
effects in these relatively prosperous areas tended to have exactly the opp-
osite effect to that in the coalfield areas.82 Thus, the main industries of
the coalfields were depressed and the centre of industrial expansion had
shifted elsewhere. Only massive population migrations from the coalfields

could have prevented the growth of depressed areas.

The population remained overwhelmingly immobile. Inter regional movement
was relatively low in historical terms.83 Between 1920 and 1935 the south
east of England made a net gain of about one million workers as a result of
migration from all other regions.84 The introduction of official aid and
encouragement to migration after 1928 in the Industrial Transference scheme
was insufficient to achieve a more even spread of unemployment throughout the
country as unemployment rose during the slump of 1929-33.85 Intra-regional

migration was common for within such a wide area as an administrative division

both relatively depressed and relatively prosperous towns could.be found.

81 Lee traces the development of the motor car manufacturing industry back to
the motor cycle, cycle, and sewing machine industries. At each stage, a
slump in the demand for the product of the parent industry had encouraged
diversification into new markets and goods; loc.cite.

82 In the southern half of the country there was a greater concentration of
purchasing power to provide a mass market for the developing consumer
industries. The average family size was smaller in the south east (3.58
persons) than in Northumberland and Durham (3.99) and South Wales (4.00);
almost 70 per cent of those of managerial status, presumably having higher,
more secure incomes, were resident in the south in 1931.

83 D. Friedlander and R.J. Roshier "A Study of Internal Migration in England
and Wales Part 1: Geographical Patterns of Internal Migration 1851-1951"
Population Studies Vol X1X (1966), 265.

84 Brinley Thomas "The Influx of Labour to London and the South East 1920-1936"
Economica NS Vol IV (1937), 326.

85 Infra, Chapter Three.

86 Industrial Survey of South Wales, 34; M Makower, J Marschak, H W Robinson
"Some Factors Affecting the Mobility of Labour: Analysis for Great Britain:
Part II" QEP No. &, (1940), 40/41.
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Workers naturally preferred to seek employment in their own home districts

if at all possible. The most intractable problems of regional unemployment
occurred when depression descended upon the main source of employment in a
town with only one major industry. But even in cases of this kind, it would
usually be possible to find a factory or mine with better job prospects with-
in daily commuting distance of the depressed town.87 All depressed areas
contained relatively prosperous centres within them. In the north east, for
example, insured unemployment rates varied from 6.1 per cent at Consett to
26.8 per cent at Bishop Aukland and 33.1 per cent at Jarrow during the rel-
atively prosperous month of September, 1929. In the depths of depression at
August, 1932, 20.6 per cent of the insured workforce at Consett were unemployed
(that is, 2.4 per cent below the national average), whilst the rates at Bishop
Aukland and Jarrow were 62.2 per cent and 71.5 per cent respectively. More-
over, there were g;eat disincentives to mobility:- the unemployed had a guar-
anteed subsistence income in the 'dole'; moving house was expensive and diff-
icult especially for married men; a loss of job status would inevitably result
for many of the skilled men if they were to leave their posts in the declining
industry; and, finally, unemployment was always at least five per cent of the
insured workforce in the most prosperous division, the south east.88 Thus,
regional unemployment differentials persisted and widened during the period
1932-1935/6 as the export-oriented capital goods industries emerged less rap-

idly than the typical industries of the south-east. Thus aggregate regional

differentials are highly significant, both over peak to peak periods and for

87 This statement is less true for the more remote depressed coalfields such
as West Cumberland, South-West Durham & the upper valley seams in South
Wales, where commuting was less common. See Thomas Sharp A Derelict Area:
A Study of the South West Durham Coalfield (1935), 34.

88 See infra, Chapter Six for a fuller discussion of mobility of labour.
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the whole span 1923-1938.89

The Duration of Unemployment

Throughout the twenties and during the first phases of the great slump,
the vast majority of the unemployed experienced relatively brief spells out
of work before being re-absorbed into worke. There were no regularly-published
statistics relating to the periods workers were spending in idleness, but some
evidence can be drawn from the periodic surveys undertaken by the Ministry of
Labour.90 The results of these surveys, which were summarised in the Gazette
suggest that there was a small group of workers which was experiencing great
difficulty in finding work during the twenties. Data from the sample examined
in November 1923 showed that 5 per cent of unemployed men had not worked at all
in insured occupations during the previous thirty months, whilst a further 23.6

per cent had had only 1-29 weeks work during the same priod. Moreover 3.5 per

89 Over the period 1924-1929 the average annual rate of unemployment among
insured workers was approximately 250 per cent. higher in the North East
than in the South-East; 220 per cent. higher in the North-West; 230 per cent
higher in Scotland; and 300 per cent. higher in Wales. Over the period
1929-1937, the North-East, North-West and Scotland all experienced 230 per
cent. higher insured unemployment, on average, than that in the South-East,
whilst the rate in Wales was 310 per cent higher on average. Over the whole
period for which statistics are available (1923-38) the ratios are:- North-
East (222 per cent.) ;North-West (220 per cent.); Scotland (224 per cent.);
and Wales (298 per cent.). With regard to the severity of fluctu ations,
the standard deviation of the South East series is 2.59 per cent. that of
the North-East is 5.47 per cent.; the North West figure is 5.32 per cent ;
that of Scotland 5.41 per cent. and the Welsh 8.58 per cent. However, only
Wales has a higher standard deviation in relation to the mean annual per-
centage than the South-East.

90 These surveys were summarised in the Ministry of Labour Gazette, March
1924, 79; June 1925, 190; January 1927, 12/13; April 1928, 118; January
1930, 6-8; and in the Minutes of Evidence taken before the Royal Commission
on Unemployment Insurance, Part V, 298, (1931).
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cent of all males in the sample were classified as 'verging on unemployable"
by the Labour Exchange staff who had conducted the interviews forming part of
the survey.91 Similar results were recorded at the next one per cent. sample
survey, undertaken twelve months later, but it was thought the  proportion of
very long period unemployment was in decline.92 This latter conclusion was
reinforced by the findings of a third survey which was taken in November 1926.
For the first time the sample was taken from the whole insured population -

93

the record books of one in 218 insured persons was used. Up to this point,
long term unemployment was not attributed by the Ministry of Labour to ind-
ustrial factorse. Workers were classed as having poor employment prospects as
a result of agey lack of skill and physical or personality deficiencies. Thus,
the survey of the industrial records of 9,748 insured claimants for benefit

taken at the end of 1927 identified 2.1 per cent. as verging on unemployable,

and most of these were over 60 years of age.

However, the spread of depression in the coalmining industry made a re-
appraisal inevitable. The skills required in the pits were of little use in
other industries,95 coalmining communities tended to be homogeneous and isolated,
thereby militating against the workforce acquiring a wide range of industrial

» 6 g L& *
experlence,9 and there were few expanding sectors of the coalmining industry

91 Ministry of Labour Gazette March 1924, 79 (a sample of 1,000).

92 The percentage of the sample without any insured work in the previous 125
weeks had fallen to 4.7 per cent, whilst those having had 0-29 weeks insured
employment (including the previous group) was down to 23.3 per cent. The
percentage of''nearly unemployable" males remained almost unchanged at 3.6
per cent,

93 The Gazette report concluded '"These figures afford still more direct evidence
of a considerable and constant change of personnel of those in receipt of
benefit and show that the numbers of those on benefits for long periodg is
relatively small". January 1927, 13.

94 According to the figures published in the Ministry of Labour between July
1935 and July 1936, coalminers had been almost seven times as likely to
enter public works contracting and building as any other industrial group.
Ministry of Labour Gazette (1936), 395.

95 For example Sharp ope.cite., 27.

96 Only the Kent coalfield experienced sustained expansion, but from a very
small base levele.
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to which unemployed from the depressed fields could hope to transfer. Thus,

it became more likely that some workers would have to wait longer between jobs,
especially those whom the Ministry had previously classified as having 'low
employability'.97 Consequently, the Ministry took sample enquiries in order to
gain more information. The first were taken on 18th March 1929 and on

16th September, 1929, and the results were published in the Gazette of January,
1930. There were estimated to be 45,100 applicants for benefit who had not
worked for at least twelve months, and this figure represented approximately

4 per cent of all the insured unemployed workers.98 A second survey was taken
on 2nd February, 1931, for the Royal Commission on Unemployment Insurance and
the results were published in the Minutes of Evidence.99 Once more four per
cent of the total insured unemployed workforce had not worked for at least one
year (it must be remembered, however, that aggregate insured unemployment had
doubled in the seventeen month period, thus the rise in long-term unemployment
was rapid). From the beginning of 1932 statistics of the duration of unemploy-
ment were published each month and reveal a rapid rise, reaching a maximum

aggregate total in May, 1933 when 482,951 (21.3 per cent) of all applicants

97 By contrast, in the earlier phase of cyclical unemployment workers dis-
placed from metals and engineering might hope to adapt their skills to
the vehicles, transport or utilities industries as well as the more
general unskilled employments; factories in these industries tended to
be found in more heterogeneous industrial areas than the coalfields;
and there were expanding groups within this sector such as electrical eng-
ineering, electrical apparatus and non-ferrous metals to offset some of
the decline in employment. In the docks and building, casual labour systems
would probably lead to a fairly regular, if slow, turnover of jobs. Ship-
building, however, must be seen as an intermediary between engineering
and coal, with some characteristics of each industry.

98 Ministry of Labour Gazette January 1930, 6 - 8.

99 Minutes of Evidence taken before the Royal Commission on Unemployment
Insurance, Part V, 298.
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for benefit had been out of work for more than twelve months. Thereafter long
term unemployment remained high with a tendency to increase in relation to total
unemployment up to mid-1937. However, this is a post depression phenomenon

and will be examined more fully in later chapters.100

Summarx

The principal difficulty facing any commentator on unemployment at any
time is the lack of a satisfactory definition of unemployment. The method of
measurement becomes the decisive factor in any definition. In Britain between
1918 and the trough of the depression in 1932, there are a variety of statist-
ical series, none of which can be used without great care. The most commonly
used data, the National Insurance returns , suggest that the cyclical slump
of 1920-22 was most severe in the engineering/metals sector. However, by 1925
the more familiar pattern of structural unemployment associated with the old
staple export industries:- coal, cotton, shipbuilding and ferrous metals, be-
came entrenched until the cyclical slump of the early thirties. The worst
aspects of the unemployment problem were to be found in the 'depressed areas' -
the coalfields of South Wales, Scotland, and the North East and the textile
belt of Lancashire - where, as a result of linkage and multiplier factors, whole
regions languished in persistent depression. Regional unemployment differentials
became apparent from the onset of heavy unemployment, but were strenthened
when the extent of the depression in the coalmining industry became fully app-
arent. The concentration of large numbers of unemployed workers in areas where
alternative employment opportunities were severely limited, with skills for
which demand on a national scale was slack, and with little more than subsis-
tence incomes posed economic, social and political problems which were not

solved in the interwar period. The size of the problem was magnified by the

100 Chapters Four, Five and Seven.
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relative isolation of the depressed areas and their inadequate social capital-
poor housing, antiquated sanitation and a communications network ill-suited to
the developments in transport during the first third of the twentieth century.
Whilst unemployment for the vast majority was a brief affair, the emergence of
long-term unemployment from the early thirties onwards worsened the economic

and social manifestations of regional unemployment in Britain.
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Numbers of Persons holding out of work donation policies registered as

unemployed
End of Month Ex-Service Civilian Total
1919 Jan. 53,554 625,149 678,708
Feb. 166,257 782,363 948,620
March 306,263 753,982 1,060,245
April 381,057 712,271 1,093,328
May 386,921 384,290 771911
June 372,843 233,282 606,125
July 363,663 177,821 540,884
Aug. 336,952 141,132 478,084
Septe. 302,272 100,731 403,003
Oct. 34k 242 135,185 479,427
Nov. 358,823
Dec. 370,610 Civilian donation ceased in
November 1919
1920 Jan. 377,116
Feb. 293,144
March 240,508
April 219,226
May 196,508
June 174,224
July 139,866
Aug. 143,186
Sept. 158,759
Oct. 267,316
Nov. 192,144
Dec. 264,598
1921 .. Jan. 322,419
Feb. 338,449
March 279,236

Source Eighteenth Abstract of Labour Statistics (Cmd 2740 1926), 49.
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Percentage unemployed at the end of each month among members of trade

unions making returns 1918-1925

1918 1919 1920 1921 1922 1923 1924 1925
January 1.0 2.4 249 Tol 1645 13.6 8.5 9.0
February 0.9 2.8 1.6 8.7 16.2 12.9 8.2 9.4
March 1.2 2.8 1.1 10.2 16.2 12.2 7.8 9.0
April 0.9 2:7 0.9 15.1‘ 16.8 11.2 Ze5 9.4
May 0.9 241 1.1 19.9' 16.2 1162 7.0 10.1
June 0.7 1.7 1.2 20.6" 15.5 11.0 7.2 12.3
July 0.6 2.0 1.4 16.9' 14,5 10.9 7okt 11,2
August 0.5 2.2 1.6 16.6* 1ke1 11.1 7.9 11.4
September 0.5 1.6 253 15.0 144 10.9 8.6 11.4
October Ok 2.6 5.3' 15.7 14.0 10.5 8.7 11.3
November 0.5 2.9 3e7 16.1 14,2 10.2 8.6 11.0
December 1.2 32 6.0 36,2 13.8 9.3 9.2 11.0
Yearly Mean 0.8 2.4 2.4 14,8 15.2 11.3 8.1 10.5

*Affected by coal mining stoppage

From 1921 onwards pottery workers are excluded; from July 1924 onwards
building workers are excluded.

Source: Eighteenth Abstract of Labour Statistics (Cmd 2740 1926), 95
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Percentage of insured workpeople unemployed at the end of each month,

United Kingdom. 1919 - 1925

1919 1920 1921 1922 1923 1924 1925
January 6.1 112 178 133 11.9 11.2
February L, b 251 17.2 12.4 10.6 11.3
March 3.6 15.4 16.1 11.7 9.8 11.1
April 2.8 20.2 159  11.5 9.7 10.9
May 2.7 23.4 4.6 11.2 9.4 10.9
June 2.6 22.4 13:7i813 9.3 11.9
July 2.7 17.9 13.1 1.6 9.8 11.2
August 2.9 15.6 12.8 11.8 10.5 12. 1
September 3.8 14.2 18370 117 10.6 12.0
October 14.5 12.6. . 11.7 10.9 11.4
November 5ok 3¢5 17.2 13.0 . 11.5 10.8 11.0
December 6.6 7.9 18.0 12.8 10.6 10.7 10.5

From April 1922 inclusive, figures relate to Great Britain and Northern

Ireland only.

The Unemployment Insurance Act of 1920 comes into operation from

November, 1920.

From December 1920 inclusive, figures include a due proportion of persons
working systematic short time in such a way as to gain unemployment benefit.

No reading is given for October 1920 because of the coal mining dispute.

Source: Eighteenth Abstract of Labour Statistics (Cmd 2740 1926), 50.
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TABLE 1V

: 1 ) :
The rate of unemployment among insured workers, selected industries, U.K.2

1920-23

1920 1921 1922 1923

3
Dec. Mar. June Sept Dec. Mar. June Sept Dec. Mar. June Sept Dec.

Coal Mining. 0.3 203 oo 10.2 11.2 8.1 8.7 6.0 1*06 3.6 2.5 3.1 201*
*

Eng:i.neeri.nglt 8.8 162 31.0 23.6 29.3 28.5 26.0 23¢4 20.6 17.6 17.6 17.8 16.0

Shipbuilding ee 14¢3 35.7 28.1 36.8 36.8 39.0 37.6 35.6 30.0 43.7 43.2 34.2

Iron and Stee15.. 25.7 66,0 31,7 42.6 36.0 33¢5 289 24¢3 16,7 20.6 21.7 17.1

CottonG* 27 42 .. 1324 ;20 8 7 9 14 21.2 20.1 12.0
Wool and Worstede. 29.2 44.2 16.6 15.5 9.7 4.8 3.6 4.1 3.4 6.8 11.0 9.9
Building‘ 7¢0 9.8 15.9 14.4 20.8 18.3 15.2 15.2 18.5 15.1 12.5 11.9 13.6
Seamen ee 10.3 37.8 20.8 28.2 21.3 18.9 19,0 21.6 20.4 17.6 18.1 21.1

Canal, River
Dock and
Harbour Svce. bpe 20.6 34,6 18,1 22¢9 2247 20.6 19,7 18.4 19.4 25.7 23.0 22.5

Wholly unemployed plus an allowance for those working/short-time following
Clay's precedent of counting two short-time workers as one wholly unemployed
up to September,1922,after which the two categories were combined in official
statisticse

The Irish Free State is not included after March, 1922,
The Ministry figures were re-classified by industry from June 1923,

Prior to re-classification Engineering and Iron Founding; afterwards
comprises Engineers Iron and Steel Founding; Electrical Engineering;
General Iron Founding; Electrical Cable, Wire and Lamp Manufacture;
Heating and Domestic Engineering.

Up to March 1923, Iron and Steel Manufacture; thereafter, Steel Smelting
Iron and Puddling Furnaces, Iron and Steel Rolling Mills and Forges.

Estimates by Clay up to June 1923.

*
Sources:=- Henry Clay The Post-War Unemployment Problem (1929), 41; all
others Eighteenth Abstract of Labour Statistics (Cmd 2740 1926),
70 - 733 and Labour Gazette.
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Percentage of insured workers unemployed, selected industries 1923-1939

Averages of the percentages in January and July each yr.

*
1923

1924 1925 1926 1927 1928 1929 1930
Coalmining 3.0 8e8 1105 Qe5: 4 19,055 .723.6:° 119:0:" 52046
Pottery 13e8% A% - 18,10 3806, - [1656° 18,6 . 17.0. < 23.7
Chemicals 11.8 9.9 9.1 10.9 7.2 6.1 6.5 10.0
Pig Iron 10 TGS 121.5 elkBoh 484 L 18,70 bkl 2043
Iron and Steel 21.2 22.0 25.0 40.4 19.4 22.4 20.1 28.2
General Engineering 20,57 10:9 13.3 15,1 '11.8 9.8 9.9 14,2
Construction and |
repair of motors, |
cycles and aircraft 9.7 8.9 Ted 8.2 8.1 8.1 Fel 1271
Shipbuilding and
repairing A3:67 ' 90.3.:83.5 .i39.5 " 29.7 245 25.3 . 22:6
Electrical cable,
lamps etc. 16.2 77 7.2 7 FoT 5.6 53 TeS
Cotton textiles 21.6  15.9 8.8 18.3 15.4 12.5 12.9 32.4
Wool textiles 9.5 8.4 16.9 17.4 11.0 12.0 15.5 23.3
Linen textiles 19.8 11.8 25.0 28.2 12.2 19.8 15.7 25.2
Boots and Shoes 10.6 Gaf 11,3 11,5 1835 1%.4 15,5 1538
Printing, publishing
etc. 5.6 5.6 52 S5k 5.2 k.6 k.6 6.0
Building T2 1 18401045 1250 1T 15,9 345 1682
Gas, water,
electricity Va 6.3 6.2 6.0 Selt 5.8 P | 7.0
Tramway, omnibus i, P | 31 3.6 4,3 3.7 Sl G | 3.8
Docks, canals etc. 27.5 25.8 29.0 29.7 24,5 29.1 30.7 334
Distributive trades 5.9 6.4 6.7 6.7 5¢5 5.5 6.2 8.1
Hotel, public house etc.9.8 113 g 1 1 9.0 79 76 8:7 118
Yearly Mean** 1.7 d6.% 0 11.3 185 9.7 10.8 10.4 16.1

The figures exclude juveniles under 16 years and persons insured under the

agricultural scheme.
are not counted.

* The figures for 1923 are for July only.

** Averages of figures for each month.

In the figures for 1928 and later, people over 65 years

Source Department of Employment British Labour Statistics: Historical Abstract

1886-1968

(1971), 314/5.
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Averages of the percentages in January and July each year

1931 1932 1933 1934 1935 1936 1937 1938 1939
28.4 34,5 33.5 29.7 27.2 22.8 16.1 16.7 12.5 Coal mining
363 36.2 30.9 23.9 22.3 21.8 17.5 20.7 22.0 Pottery
17.6 17.3 15.2 11.3 11.0 9.2 6.8 7.4 6.4 Chemicals
377 43.8 U1:5 277 223 16.0 10.7 12,9 17:.6  Pig Iron
k5.5 47.9 41.5 27.3 23.5 17.4 11.4 19.5 15.1 Iron and Steel
27.0 29.1 27.4 18.4 13.6 9.6 5.8 7.0 6.6 General Engineering
Construction and repairs
19.3 22.4 17.6 10.8 9.0 6.9 5.0 7.2 4,4 Motors, cydles, aircraft
51.9 62.0 61.7 51.2 444k 33,3 24,4 21.4 20.9 Shipbuilding and repairing
13.9 13.3 14.5 10,0 8.8 7.9 5.0 8.1 6.2 Electrical cable,|lamps
k3.2 30.6 25.1 23.7 22.3 16.7 10.9 23.9 16.9 Cotton textiles | ° °*
33«8 22.4 17.0 17.8 .15:5 10:3 8.8 21.3% “11,0 Wool textiles
B5e3 2967 23s1 17.7 2407 21,4 16,2 40.% 2155 Linen textiles
22:2 18.0 19.5 21.4 17.1 24,6 12,1 143 10,4 Boots and Shoes
985 A4 .08 4085 . Q.2 vl eS8l 6.7 6.9 7.1 Printing, publishing etc.
22.7 30.2 29.0 21.3 19.7 19,8 14.6 16.7 17.6 Building
849 210.9 11,0 10,37 10.4 o 9.7 8.3 8.3 7.7 -Gas, water, electricity
550 55,9 6.1 65,6 48 ~BIO 3.3 3.2 3.1 " Tramway, -onhibus
39.8 33.3 33.3 31.1 31.0 29.3 27.5 25.0 2ke1 Docks canals etc.
11.6 12.6 12.4 11.3 11.3 9.8 8.9 9.2 9.0 Distributive trades
176 17:5. . 3647 152 15:5 15:0.° 13,9 15,5 1543 Hotel, public house etce.
21.3 22.1 19.9 16.7 15.5 13.1 10.8 12,9 10.5 Yearly Mean
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TABLE V1

The distribution of insured unemployment and the insured population
between selected industries, 1921-1929

Percentage distribution of recorded unemployment at the end of January
each year; percentage of all unemployment in:=-

Coal Engineering Iron and Shipbuilding Cotton Building

& Allied Steel
1921 0.7 11.2 2.7 2.4 13.9 6.0
1922 5.8 15.8 545 6.2 6.2 8.6
1923 3.75 15.7 h,1 8.3 L,7 10.4
1924 ko2 11.8 bk 6ok 6.6 8.0
1925 7.6 9.2 5.5 6.1 2.6 72
1926 9.6 8.8 4.3 6.8 3.6 8.5
1927 13.8 9.0 3¢5 57 k.5 8.5
1928 16.7 6.7 ko1 3ok L b 11.2
1929 14,5 6.5 3.0 3.8 b3 11.1

Percentage of the insured population (employed and unemployed) in each
industry in July each year

1921 9.3 10.2 2k 2.8 ko3
1923 10.8 9.0 2.6 2.35 k.9
1927 9.9 77 2.3 1.8 L,7
1928 9ok 7.8 1.9 1.7 4,6

Source: Henry Clay The Post-War Unemployment Problem (1929), 39
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United Kingdom: rates of change of employment and capital 1924-29,
and 1924-37 (per cent. per annum) - Manufacturing Industries

Employment Capital Stock

1924-29 1924-37 1924-29
Building Materials 2.6 2.4 -0.2
Chemicals 1.8 1.4 1.4
Ferrous Metal -0.1 0.8 -0.1
Non-ferrous metal 1¢1 2.4 O.k
Shipbuilding -2.6 -1.4 -0.3
Mechanical Engineering 1.4 1.9 -0.1
Electrical Engineering 4.8 5.6 2e1
Vehicles 3e3 2.9 245
Precision Instruments 245 0.3 -
Textiles -0.2 -0.8 0.1
Leather -0.6 0.6 2.3
Clothing 0.5 0.5 2.6
Food 1.2 1.8 0.2
Drink 0.6 0.8 0.5
Tobacco 2.5 0.6 2.5
Paper and Printing 2.4 1.8 2.0
Manufacturing 1.2 1.2 0.6

Source: J. A, Dowie "Growth in the Inter-war Period:
Arithmetic" EHR xx1 (1968), Table 4, 111.

Some More
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TABLE V111
The rate of unemployment among insured workers by administrative
division (1923-38)
(Annual Average Percentages)

1923 1924 1925 1926 1927 1928 1929 1930
London 10.1 9.0 7.8 609 5.8 5.6 5.6 8.1
South East 9.2 705 5.9 5.4 5.0 5.‘! 506 800
South West 10.6 9.1 8.5 8.4 Fe2 8.1 8.1 10.4
Midlands 10.7 9.0 9.1 11.0 8.4 9.9 9.3 14,7
North East 12.2 10.9 15.0 17.2 1307 1501 1307 20.2
Northern
North West 14,5 12.9 11.4 14,7 10.7 12.4 13.3 23.8
Scotland e 800R # 185:2 7:726.% 1046 - 1137 13,1 188
Wales 6.4 8.6 16.5 1800 1905 2300 19.3 25-9
Ne. Ireland 18.2 1606 23.9 2302 13.2 1700 1[*.8 23.8

Includes Agricultural Labourers after 1935

Northern division was carved out of North East and North West and based
on Newcastle-upon-Tyne.

Source: Bently B. Gilbert British Social Policy 1914-1939 (1970), 312
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(Annual Average Percentages)

1931 1932 1933 1934 1935 1936 1937 1938
1242+ 18.5 u11:8 9.2 8.5 762 6.3 8.0 London
120 . TheB. - 1155 8.7 8.1 T3 6.1 7ok South East
1he5 171  15.7 131 21.6 el % 7.6 South West
2030 Wit AT 12,90 812 9.2 7.1 '+110,8 Midlands
7.4 - 2Bs5° 'R60 2241 0.7 :16,8° 10.7 132 North East
17.0 18,0 Northern
28.8 1258 8%5  20.8. 7 19.7 171 .. 13.9 7 2} North West
26.6. 07,7 26,1 23.1 . 213 - 18,7 15,3 15,2 Scotland
32ek 36,5 3he6 32,3 ~31.83 A 21.7 . S Wales
27:8 1 27.2° 86.5 = 254 2h.8 28.7 N. Ireland
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TABLE 1X

Places suffering from serious unemployment among insured workers, August 1922

District Place Worst Industries Percentage of town's
insured workforce
unemployed

LONDON Camberwell Transport 23

Clapham Junc. Transport 22
Deptford Engineering
Transport 20
Leyton Engineering 2k
Poplar Transport 23
Tottenham Engineering 20
East Ham Engineering 22
Hackney Engineering
Transport 20
S.EAST Rochester &
neighbourhood Engineering 25
S.WEST Plymouth & Shipbuilding
Devonport Engineering 24
Cambourne &
Redruth Mining Lb

WALES Swansea & docks Iron and steel

& Transport 22

EAST

MIDLANDS Ipswich Engineering

Transport 23
Lincoln Engineering 28
BIRM'HAM
& DIST Birmingham and Engineering
Black Country Metal Trades 25
Redditch Cycles and Motors 23
YORKS Sheffield Iron and Steel &
Engineering 32
LANCS Liverpool Transport
Birkenhead Shipbuilding 21
Bootle
Barrow Shipbuilding
Engineering k9
NORTH
EAST Middlesbrough Shipbuilding
and neighbourhood Iron and steel 3k
Hartlepools Shipbuilding
Engineering 35
Stockton Engineering
Iron and Steel 49
Sunderland and Shipbuilding
neighbourhood Engineering 37
Newcastle and Shipbuilding
neighbourhood Engineering 25
SCOTLAND Motherwell, Coat-
bridge, Wishaw Iron and Steel 28
Glasgow & Clyde Engineering
Shipbuilding
Transport 27
Aberdeen Transport
Engineering
Shipbuilding 23

Source: The Third Winter of Unemployment (1922) 331/2.
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TABLE X

The rate of unemployment among insured workers by administrative division,
expressed as a percentage of the figure for the South East (1923 - 38).

1923 1924 1925 1926 1927 1928 1929 1930

South East 100 100 100 100 100 100 100 100
London 110 120 132 128 116 104 100 101
South West 105 121 14l 156 142 150 145 130
Midlands 106 120 186 20k 168 183 166 184
North East 121 145 254 319 274 280 245 253
Northern

North West 144 172 193 272 214 230 238 298
Scotland 142 165 258 304 212 217 216 231

Wales 63 80 280 333 390 426 345 324
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1931 1932 1933 1934 1935 1936 1937 1938
100 100 100 100 100 100 100 100 South East
102 94 103 106 105 99 103 108 London
121 190 - 137 - 41537 1A% 299120 108 South West
169 141 151 148 138 126 116 146 Midlands
228 199 226 254 256 230 175 178 North East
279 243 Northern
235 180 204 239 243 234 228 239 North West
222 194 227 266 . 263 256: 251 212 Scotland
270 255 301 371 385 403 356 326 Wales




PART TWO

REGIONAL POLICIES, 1920-1932



CHAPTER TWO

The Framework of Regional Policy in the Twenties

A Government can choose to introduce a course of legislative action to
meet a perceived need or to forestall a problem which it anticipates will
arise, <Similarly, legislative action might be compelled by extermal
pressure on the Government to alleviate an immediate or to prevent an ex-
pected difficulty. During the twenties and early thirties, there appear
to have been few measures to combat regional unemployment; some
commentators have identified the Industrial Transference scheme as the first
element in a developing regional programme, whilst others have ignored it
completely.1 Unemployment tended, however, to be disproportionately con-
centrated from the early twenties in the areas dependent on the old staple
export industries.® It will be suggested that the Govermment did claim to
be implementing a policy to help the depressed areas; it portrayed steps
taken in various fields as beneficial to the export industries which were
the major employers of labour in the depressed areas., The main element
of this export industry policy consisted of encouragement and, where
possible, assistance to industrialists to reduce unit costs so that inter-
national competitiveness could be regained. This was the framework in
which the regional policies of the twenties were constructed, However,
there was a constant background of disapproval and the Govermment was forced
to introduce a number of additional policies to aid the industries, the
local authorities, and the unemployed in the depressed areag. .

Although there was criticism of the Govermnment's analysis and treatment
of the unemployment problem throughout the twenties, both economists and
administrators failed to recognise the limitations of contemporary economic

orthodoxy. The most influential academic economists at Cambridge and the

1 Supra, Chapter One, Part One.
2 Supra, Chapter One, Part Two,
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London School of Economics tended to analyse the existence of high rates
of unemployment in terms of the economy being 'stuck' in the down phase

/
of the trade cycle with institutional regidities preventing costs of pro-
duction from falling to a sufficiently low level to ensble competitiveness
in world markets to be regained and cyclical recovery to commence. In
view of' the labour-intensity of these export industries, a reduction of
costs meant that, in effect, wages had to f‘all.3 Thus, the prescribed
treatment was exactly the reverse of that which would be proposed for a
depressed economy by a Keynesian economist. Moreover, the Govermment was
being pressed to adopt a similer course by its advisers within Whitehall,
In June, 1921, the Controller of [inance at the Treasury presented a
memorandum to the Chancellor in which he laid great stress on cost reduction
as the "vital matter" in any programme of lowering unemployment rates, It
is significant that in the first paragraph Blackett introduces the idea of

home-market expansion which has formed the basis of post-1937 regional

policy, only to repudiate it. A long-term solution could be found only
in a revival of the export industries. As long as competitive conditions

in the export industries remained the central concern of policy, the
Govermment would be unable to extricate itself from the straightjacket of
relative cost levels. The fear of taking any action which might make

cost reduction more difficult induced an inertia in economic policy which
was not fully dispelled until the Second World Wer, Only when the break
with the concern over costs in the export industries and the related tenets
of the balanced budget and free trade had been fully mede, could the
deliberate expansion of home-marlket oriented industries be realistically
advoceated, Until that time, this policy could be rejected as forcibly as

in Blackett's memorandum.

3 The limitations of time and space, together with the regional unemployment
focus of this work, make it impossible to explore tiie academic debate on
the remedies for unemployment propounded by such illustrious names as Pigou,
Hawtrey, Keynes, Hobson and Camman., See Keith Hancock "Unemployment and
the Economists in the 1920's"  Economica XXXVII (1960).
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"It is perfectly simple for the British Govermment at any moment in
present circumstances to stimulate a revivael of the home demand for
goods by inflationary methods. All that is needed is to increzse the
spending power of the nation as a2 whole by creating new methods of
payment (currency notes and/or bank deposits.) This necessarily tends
to increase prices, because while adding to the spending power it does
nothing at all to the volume of consumable goods. It merely increases
the competition among buyers for the existing volume of saleable goods
(and services.) It naturally tends to stimulate the production of a
further supply of goods for sale within the country, but this is, of
course, a slower process. But it does nothing at all towards solving
the problem which face the country at the pregsent moment. On the
contrary, it hinders eventual recovery. For among the results are:-

Eag increased prices at home
b) increased purchases of goods from abroad, both
manufactured articles and raw materials
(c) reduced foreign purchases in this country owing
to prices here having risen
(d) a tendency to cause sterling exchange to depreciate
in terms of dollars and of other currencies owing
to increased purchases and reduced sales to abroad

"The faet is that the only demand which will really help the situation

is demand from abroad. An artificial stimulation of the home demand
will merely mean encouraging people in this country to take in each
other's washing and waste their energies in so doing. Demand from
abroad can be stimulated only very indirectly by any Sritish Government
action, Vhat is wanted is peace internally and externally in the dis-
tressed parts of Europe, and a return to sanity in Russia. But also

it is important to get down costs of production, i.e.,, wages and orices,
at home, This is the vital matter, and it is for this reason above all
others that reduction of British Govermment expenditure and some funding
of floating debt are important. So long as the British Govermment is
creating new credit to meet its expenditure or to reolace maturing short
debt, there is added difficulty in gg%ting;prices and wages and the cost
of living down to reasonable figures.

Thus, the gulf between the orthodox view and that of the expansionists was at
this stage unbridgeable and economic policy was constrained to operate in
an ineffectual manner in the internmational and domestic spheres in order
not to hinder the cost reduction process.

An understanding of the importance attached to cost reduction is
essential in order to evaluate official policies to reduce unemployment
in the regions. The reduction of costs was still seen as a main aim of

6

policy in the late twenties? and early thirties. The Treasury implicitly

PRO T 172/1208 Blackett to the Chancellor, June 8, 1921 (Emphasis added).
Memorande. on Certain Proposals Relati (Cmd 3331 1929)

52 = L). _

Mimutes of Bvidence Taken Before the Committee on Finance and
Industry (1931), Vol.II, 18 = 24,

OFS
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accepted the wage fund theory of employment: that in the economy there was
a certain quantity of accumulated funds available to be advanced to labour.7
The level of employment provided by this wage fund depended upon the opera-
tion of the Law of Diminishing Returns and the Theory of Marginal Product-
ivity. The Law of Diminishing Returns stated that the more men were em-
ployed, the less would the last man produce. The Theory of Marginal Product-
ivity said that the last man would be paid the value of what he produced.
Therefore, the more men were employed, the less would the last man be paid.
However, the forces of competition would ensure that men doing the same
work would receive much the same wage, and, thus, the more men in employ-
ment, the less will be the average money wage. The reasons for the failure
of money wages to fall provoked much academic controversy which has already
been well surveyed.8 This analysis is significant, because in accepting it,
the administration had severely limited its field of action, Help for the
unemployed both in the depressed areas and in the economy as a whole could
be fully justified only if it tended to reduce costs. Thus, all measures
to promote efficiency could be welcomed and encouraged (amalgamation and
the reduction of excess capacity, for example), but a development programme
for the regions which would divert from private industrial to state use
part of the sum available to labour could, according to orthodox opinion,

make little substantial difference.9

7 Keith Hancock 'The Reduction of Unemployment as a Problem of Public
Policy 1920 - 29' EHR Second Series XV (1962), 338.

8 Hancock (1960) op.cit, passim.

9 However, there was opposition from the Treasury to public works on the
grounds that the Govermment could not organise this type of work as
efficiently as private enterprise and, thus, could not provide as
many jobs for an equivalent expenditure. PRO LAB 2/976 ED 16093/1927
Memorandum on Prevention of Unemployment Bill, 1927.
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Thus, discussion of regional economic policies of the twenties appears to

be concerned with projects of minor importance, such as export credits,

rate relief, and aid to concentrate export production in the most eff-
icient units. However, within the parameters of the time (which, at no
time, received unanimous support),10 these measures were thought to be help-~
ful and likely to restore prosperity to the export industries which, in
turn, would lead to a reduction of regional unemployment levels.

However, mass unemployment and high regional unemployment differentials
persisted throughout the decadel!  There was a second powerful force
shaping the timing and content of policies to assist the depressed areas
during the twenties. The pressure of public opinion evoked a series of

12 The demon-

concessions from the Government throughout the pericd,
strations of the unemployed themselves were impressive rejections of
Government measures.13 Although such pressure was an important factor in
the timing and shape of policy, there were limits to the lengths admini-
strations felt that they could go to appease these feelings. Especieally
during the first half of the 1920s, British society and politics tended to
be more polarised than in subsequent decades and all groups seemed less
reluctant to use confrontation tactics. Even the Labour Govermment of
1924 was threatened by strike action and pursued a marginally more sympathe-
tic but substantially similar programme towards labour in industrial matters,
Thus, throughout the decade, Cabinets were wary of yielding too much to
public opinion in unemployment policy,

An illustration of this attitude can be found in the Govermment's

reluctance to subsidise the export industries during the twenties. When

costs are thought to be excessive and their reduction is considered too

10 Hancock (1960) op.cit, 308=311.,

11 Supra, Chapter One, Part Two.

12 See, for example, the reasons for the extension of the Unemployment
Insurance Act. Infra Chapter Three.

13 Wal Hannington Unemployed Struggles, 1919-1936 (1936), 168,310

14 Richard W.Lyman The First Labour Govermment 1924 (1957), 222/3

14
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socially and politically damaging to be undertaken, it is tempting for
industrialists and/or workers to appeal to the Govermment for a subsidy
to the industry to help secure markets and jobs. Calls for assistance
of this kind were made particularly frequently and insistently by the trade
unions in the cocal mining industry during the twenties, However, on most
occasions they were rejected by Govermment. In the first instance, such a
policy would have been totally alien to the non-interventionist principles
towards private industry of the largely Conservative administrations of the

15 Middlemas and Barnes suggest that the Govermnment, influenced

twenties,
to a large extent by Baldwin himself, saw their role towards the major
industries as a mediator who held the ring while allowing industry to solve
its problems alone.16 This analysis seems to overstate the impact of the
Prime Minister in industrial affairs, and to fit only the first year of
office. In addition, the Baldwin Govermment was prepared to compromise

its non-interventionist principles by giving a nine-month subsidy to the

coal mining industry from September 1925 until the end of April 1926, An
examination of this case will, perhaps, reveal why there was no permanent
aid to exporters or to producers during the remainder of the twenties.

The subsidy, guaranteeing 1s.3d. (6 new pence) profit per ton of coal
raised, was paid in bulk to the districts where it was distributed to the
individual collieries in the proportion which corresponded to their share
of total district output. By distributing the subsidy (which was con-
siderably higher than the recent average profit 1evels17) in this way, the
more efficient pits were able to make much bigger profits whilst the marginal
producers received markedly less benefit, The method of subsidy was thus

difficult to administer and, in this case, inefficiently distributed.

15 The experience of the administrations led by Ramsey MacDonald does not
suggest that the Labour Party would have been more inclined to intervene
than their opponents., See infra, Chapter Three

16 Op. cit. 380.

17 See the comments by Varley in Hansard (Commons) Vol. 187, 1680,

August 6, 1925.
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This type of subsidy also proved to be much more expensive than had

been anticipated. When Churchill announced the subsidy, he estimated that
it would cost between ten and fifteen million poun.ds.18 However, in 1925,
he had to find £19.0 millions, and a further £4.2 millions in the following
year.19 Such strains on the Budget were, in part, responsible for his in-
famous raids on the Road Fund, In an era when the balanced Budget was a
major aim of policy such 'unorthodox' finance was Jjustifiable only in
exceptional circumstances,

However, the payment of subsidies was regarded as an emergency measure
and, thus, an unsuitable weapon in the fight against unemployment. In this
case, the subsidy was granted to avert an embargo on the movement of coal
by the railwzy and transport unions in support of an appeal from the Miners'
Federation of Great Britain. The date of the granting of the subsidy had
been called by the Daily Herald (and is now known as) "Red Friday"., The
mere fact that, in this case, the grant of a subsidy was seen in some
quarters as a defeat for the Govermnment might also have militated against
its further use in the twenties to combat unemployment.20

The reluctance to utilise this policy, even to avoid widespread in-
dustrial warfare, can be seen in the following passage from Cabinet minutes

"The Cabinet agreed

to take note that there was no question of giving any general

government subsidy to the coal industry; that the question of

a subsidy would in no event be considered except in the remote

contingency that both parties to the dispute had made the

largest possible concessions, but that there was still a gap

which could not be bridged, and that a subsidy for a limited

term of months might provide the only means of securing a

desirsble settlement on an economic basis",?!

There had, however, been no yielding on the part of the owners or of the

miners, the only concession had come from the Govermment. Consequently,

18 Hansard (Commons) Vol. 187, 1687. August 6, 1925.

19 Ursula Hicks op.cit, 66.

20 This policy reappeared during the thirties with subsidies flor shipbuilding,
but national defence may have been an important influence in the passage
of the legislation., Infra, Chapter Fiye The Payment of subsidies to
producers was, however, an important part of the Govermment's
agricultural policy during the thirties,

21 PRO CAB 23/50 Cabinet 41(25) July 28, 1925.
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Consequently, it needed all the political skills of the Prime Minister

to vindicate the Govermment's action to his own supporters in the Commons.
Baldwin justified the payment of a subsidy to avoid a strike on four
grounds:- bad trade; the expense of a protracted strike; a preference
for finding an honourable solution at a time when mines were being closed
down; and, the unprepared state of public opinion for such a struggle.22
Thus, subsidising industry was very much a last resort which had to be
vigourously defended before it could be made acceptable to the Conservative
Govermment's supporters in Parliament. Moreover, it seems highly likely
that if the Govermment had not been very apprehensive about its ability to
improvise an effective supply and transport organisation to counter this
de facto general strike, that there would have been, as occurred nine months
later at the expiry of the subsidy, no question of a grant of public money,
but merely head-on industrial conflict.25
Thus, a payment of subsidies to exporters or to all producers was fraué%
with political difficulties and was only for use as an emergency measure,
It was expensive, and would have necessitated higher taxes if pursued more
extensively; it did nothing to encourage producers to adopt more efficient
methods to reduce costs. Moreover, in the political conditions of the
twenties, the adoption of such a policy would have been equated with a shift
in the balance of power to labour, and such a trend was vigorously contested

by politicians,

22 Hansard (Commons) Vol, 187, 1581-92, August 6, 1925,

23 The govermment's reasons for the grant of the subsidy have aroused so
much controversy since 1925 that it seems worthwhile to quote at length
the relevant Cabinet discussion to show that the govermment did not pay
the subsidy because they were totally unprepared to confront the miners
in the manner adopted nine months later,

"The arrangements for securing the continuance of the public services
during a strike of this character were examined and found to be ready
and complete sc far as circumstances permitted. While the organisation
was complete, it was only skeleton and could not be put into operation
until volunteers had come forward. Volunteers, however, could not be
called for until an emergency had been proclaimed". FRO GAB 23/50
Cabinet 42(25) July 30, 1925.

2} It seems likely that the govermment's aversion to subsidies during the
twenties was, in part, a fear of seeming to introduce 'back-door' nation-
alisation, especially of the coal mines., If the State were to guarantee
profits by paying subsidies, the unions might reasonably claim that the
State should protect its interests by taking a controlling interest in
the mines,
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Thus, the framework within which policy evolved consisted, on the
one hand, of Govermment encouragement to the export industries to reduce
unit costs and, on the other, of pressure on the Govermment (to which
wholesale concessions could not be made) to extend greater help to the de-
pressed areas, their industries and inhabitants, Within this framework,
however, there was scope for changes of emphasis, especially on the
Govermment's side, It became clear, for instance, that there were several
methods of achieving reductions in unit costs in the export industries.
In the slump years of the early twenties, Govermment attached great import-
ance to cost reduction by means of lowering money wage rates. In these
circumstances, it may have been the case that the Govermment actually wanted
unemployment, for a short time at least, in the export industries during
the early twenties. It seems clear that the Treasury had analysed the
slump of the early twenties in terms of a "consumer strike", that is, that
pent up demand for consumer goods, obvious at the end of the War, had been
satisfied in 1919 and 1920, and once able to abstain from buying, consumers

25

preferred to wait until prices had fallen. This analysis was thought to
hold true for both the domestic and the international situation., Under
these circumstances, the Govermment's duty was to urge the need for the

26 Thus, all policies

lowering of costs of production, particularly wages.
which did nothing to reduce costs, and which might conceivably have had in-
fluences in the opposite direction, were to be discouraged. The undertaking

of a large programme of public works, for example, might have had an un-

desirable effect in two ways; it might have maintained the demand for labour

25 FRO T 172/1208 Reasons for the Falling Off in Trade October 15, 1921.

26 The Chancellor was asked to press for "i definite declaration by the
Govermment that the remedy for unemployment lies not with His Majesty's
Government but with the employers and employed. Costs must come
dovn and the two parties ought to get together at once and discuss
how this is to be done. The Govermment cannot do it."™ Ibid,
Memorandum to the Chancellor on the Budget (1921).
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making the task of wage reduction more difficult; and, secondly, it was
absolutely essential that the workforce be made aware of the prime need for
a reduction of wages, and it was felt that the provision of work might have
slowed this process of realisation.27 Public works were also opposed
because taxes would have to be raised to finance the programme, Higher
taxes meant higher costs to industry - the opposite ends from those sought
by the Government.28 Moreover, the Government was urged to reduce the
burden of Debt repayments, which effectively meant that the Budget had to be
balanced, preferably with a small surplus to reduce the Debt.29 Thus, with
policy bound in the twin straightjackets of the export industries and the
balanced budget during the decade it is, perhaps, impossible to have ex-
pected more to have been done, Hoﬁever, what is more reprehensible is the
failure to face up to the limitations of the analysis. There was a con-

tinuous attempt to rationalise the status guo, evident in the changing justi-

fication for the 'Treasury View' in the years after it had become clear that

the sharp dose of deflation had not cured the ills of the export industries.

27 In the winter of 1921, it had been concluded that, "There is no short
cut for avoiding the necessary vrocess of adjusting costs to those of
our competitors. Readjustment, however, may be expedited by the more
widespread understanding of the economic situation and it is of
fundamental importance that no scheme of relief shall hinder this
process". Ibid. Draft Proposals of Commander Hilton Young's
Committee submitted to the Prime Minister at Gairloch, October 2, 1921.
Emphasis added,

28 The Unemployment Grants Committee was advised to restrict its programme
for 1925/6 because of the effect on local authority finance. "The
burden thus imposed.[fby making local authorities find half the
necessary finance themselve;i7 means, they say higher rates, and the
higher rates mean putting such pressure on local industry that more
firms will close down and more unemployment will result"., FRO T4172/1490
Unemployment Grants Committee, Memorandum by the Chairman on the Question
of Further Works for 1925-26. A

29 Thus, the Cabinet Committee on Unemployment was informed, "From the
point of view of the Govermment, the effect of the State reversing its
policy of the last six years and going into the open market again to
borrow is likely to be very damaging to its credit, and the consequences
on future conversion operations and on Floating Debt charges might be
serious", Ibid, Cabinet Committee on Unemployment, Notes, July 7, 1925,
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However, having had to endure a General Strike when the coal owners

had attempted to force wages down, the Government began to seek alternative
methods of reducing costs. Nevertheless, money wzges in the export
industries could not be allowed to rise to such an extent as to compromise
the overall strategy of regaining competitiveness. In cotton textiles in
the late twenties and early thirties, there were fierce industrial disputes
over wage levels, Moreover, the Government remained opposed to an expansion
of the public works effort, although the rationalisation of the policy had

30

changed since 1921. In 1927 the Treasury opposed expansion because it

held that there was only a limited sum availsble for investment, and this
amount could be more profitably employed by private enterprise. The impli-
cations and Justification of this position can be clearly seen in the follow-
ing extract from a memorandum attacking the Labour Party's proposal for a
public works programme,

"The fallacy which lies at the root of this scheme is the belief

in the power of the State to increase the sum total of employment

by the expenditure of public monies, On the contrary, the Treasury

believe that the expenditure of money by the State, money taken

from the taxpayer doces not, and cannot, increase the sum total of

employment in the country, provided that the State balances its

budget and does not resort to currency and credit inflation,

All Government expenditure gives a certain amount of employment

direct, The amount of employment it gives is, broadly speaking,

balanced by the amount cf employment which would have been given

by the same sums had they been left in the hands of the taxpayer.

Cf all the ways in which a Govermment can spend money, that for

which it is least well equipped is expenditure for 'development',

There is no urwillingness on the part of private individuals to

spend money when they see a prospect of profit."
Thus, the crude argument on costs which had prevented the undertaking of a
massive public works campaign to create work had been considerably modified,

but it is also clear that the basic fear of unbalancing the budget was one

of the prinecipal factors in the Treasury's dogged opposition to such a

30 Supra, 50.
31 FRO LAB 2/976 ED 16093/1927.
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programme, The extent that attitudes in the Treasury were unaltered,
although,ostensibly, the reasons for their positiémn had changed radically
from 1921, can be seen in the Treasury lMemorandum published in 19?9.32
After having rejected an expansionary package for the same reasons as in

the memorandum above, with the further refinement that State-financed work
must be capable of yielding secure returns on the sums invested (which was
also dependent on the 'limited investment fund' theory, for, if investible
sums were scarce, only the most productive projects ought to be assisted),

the Treasury returned to the fundamental point of costs.

"The fact is that from whatever angle one looks at the unemployment
problem, one is always forced to the conclusion that the principal
(though not, of course, the only) cause of our d@ifficulties is to
be found in the fact that in many branches particularly of our
heavy industries our costs of production (turning upon organisation
and efficiency of both capital and labour) still tend to be excessive,
and that these difficulties cannot be solved until these costs have
been placed on a competitive level®, 33

If it is accepted that the unemployed had been made aware by eight years of
high regional unemployment that costs must fall, and that the existence of
unused resources made expansion without inflation possible, it is perfectly
easy, in theory, to reduce costs and to 'mop up' unemployment by means of a
public works policy. The Treasury do not seem to have been made aware of the
logic of this argument.

The Govermment do seem to have been concerned, however, that the burdens
of cost reduction should be distributed more evenly among other groups in-
volved in economic activity. The Govermnment had tried to reduce its expen-
diture after the fall of the 'Geddes-Axe' in order to lighten the burdens of
taxation upon industry;jh the trade unions, especially in coal mining,
seemed unwilling to accept further cuts in money wages§ and, thus, private

industry was encouraged to make sacrifices to reduce unit costs. The

Govermment embarked very hesitantly upon a policy of encouraging industrialists

32 Memoranda on certain Proposals Relating to Unemployment op. cit.

33 Ibid., 52

34 The Geddes Committee recommended the transfer of some expenditure from
central to local Govermment; severe economies in the education policy;
and the abolition of the Department of Overseas Trade and the Ministry

of Transport, First Interim Report of the Committee on National
Expenditure (Cmd 1581 1922); Second Interim Report (Cmd 1589 1922)
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to reduce costs by eliminating excess capacity, forming larger productive
units to secure economies of scale, and reducing the more destructive ele-

ments of the highly-competitive small firm structure of many of the export
35

industries. It was not realised that amalgamation might have contributed

to higher levels of unemployment in both the short-run (as a result of the
reduction of capacity) and long-run (as a result of more efficient production
of materials for which world demand was stagnant) yet, the Govermment does

not seem to have questioned the wisdom of trying to reduce the capacity in the
depressed industries. It was clearly hoped that after a short period of
higher unemployment costs would be reduced, the more competitive basic in-
dustries would soon be able to expand their outputs and workforces and,
operating on a more efficient basis, would be able to provide more secure
employment for those workers in employment, This attitude was most clearly
stated in the Balfour Report.

"The aim of reconstruction must be to operate the most efficient works
full time, the result will be to afford the maximum amount of full
employment and at the same time to diminish the number of part-time
workers. Such a policy in its early stages may involve an actual in-
crease in the number of wholly unemployed and all possible steps should
be taken to mitigate any hardship incidental to the transition, If,
however, as we believe, this the only practicable road by which compet-
itive efficiency can be restored it is better to face this temporary
evil than to drag on as at present, and we may be confident that in the

long run the industries which have regained their prosperity will be
more than able to re-sbsorb those who for the time may have been

displaced”,

Throughout the twenties it must have seemed inconceivable that the export ind-

ustries would not regain their pre-wer prosperity; for, if the formerlbasis
of the nation's economic pre-eminence would not return, there appeared to be,
for some observers at least, no hope for the future; mass unemployment
would be inevitable. There were few writers in the twenties who advocated
a more concerted development of the home market-oriented industries as the
principal policy against unemployment, It must be remembered that much of
the protectionist lobby was made up of Empire free traders who aimed to re-

direct Britain's trade and were no less obsessed with the export industries

35 For a fuller discussion of the evolution of these policies and the
internal contradictions in policy aims, see Chapters Five and Six.
36 Cmd 3282, op. cit, 299 (Emphasis Addeds.
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than those who wished that Britain would not raise further tariffs. The
Introduction to the Balfour Report provides some measure of the importance
attached to the export industries during these years.
"Throughout our inquiries we have kept specially in view the conditions
and prospects of our export trade, not only because we were expressly
enjoined to do so by our terms of reference, but because we were con-
vinced from the outset that, in a country like Great Britain, the econ-
omic situation of which requires an immense importation of food and
materials in order to provide for the sustenance and employment of its
population, the maintenance and development of the export trade must
necessarily be a prime object of national commercial policy".37
Cost reduction was the essential aim of Goverrment policy towards the
export industries in the twenties. This objective was pursued directly by
a number of measures such as cuts in Govermment expenditure and encouragement
to the amalgamation movement. A more important effect was that no policy
which might have impeded the lowering of costs could be countenanced by the
Governmment., The framework which the Govermment adopted was uniquely re-
strictive and was more productive of inaction than the formulation of
effective measures to reduce the unemployment problems of the depressed aresas.
However, the other element of the matrix, the pressure of public opinion, re-
quired that a coherent programme be introduced to bring assistance. The
history of regioneal policies throughout the decade is of small-scale policies
vigorously defended by the Govermment for their ability to reduce unemploy-
ment differentials. The failure of unemployment rates to fall resulted in
increasing pressure on the Govermment and a need to make strategic conces-
sions to placate its critics. However, these concessionary policies also
had to f2ll within the framework of cost reduction, and were, in Keynesian
analysis, inappropriate to an economy in which aggregate demand was deficient

and badly-directed; in addition, they could do little to rectify the struc-

tural weaknesses of the depressed areas.

37 Tbid., 2.
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CHAPTER THREE

Regional Policies, 1920-1932

It is now possible to examine the way in which the Government's analysis
of the causes of unemployment affected the nature and scope of the measures
introduced during the twenties to deal with regional unemployment, The
Govermment's main concern was to help the export industries regain lost
markets, and so, much of this chapter will be devoted to policies which seem,
in the light of contemporary attitudes,to be only marginally relevant to the
reduction of regional unemployment. In trying to appease the pressure from
the unemployed and their representatives in the depressed areas, the
Govermment introduced a series of measures which conform more closely to
today's concept of 'regional policies'. These policies were slow to evolve

and did little to reduce the rate of unemployment in the depressed areas.

The Early Policy

Initially, it was thought that by reducing costs in the export indus-
tries and attempting to recreate the international enviromment that had ex-
isted in 1913 when the export industries and the City of London had been at
the centre of the world trading and financial system, British industry would
regain its former prosperity and employment would be created in the depressed
areas, Consequently, there was a series of measures designed to promote
greater international co-operation in the economic and monetary spheres., At
a time when unemployment at home tended to occupy the thoughts of British
politicians, foreign economic policy was presented as helpful to the export
industries. As long as the export industries remained the focus of attention
for unemployment policy and as long as the Government could deflate pressure

by new initiatives to help the depressed areas, there would be few substantial
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moves to develop domestically-oriented industries to try to absorb the un-
employed into industry. Pressure on the Government was such that export
indusiry policy alone was not sufficient and alternative sources of employ-
ment and occupetion had to be found. Nevertheless, in this early phase,
these alternative policies were kept on a relatively small scale in order
not to compromise the cost-reduction policy for the export industries.

In this early phase of the development of regional policy, covering the years
1920-1925, there are three main elements to the measures introduced. The
principle attack on the problem came in the export industry policies; the
failure of this strategy to produce immediate results led the Govermment to
turn to the more traditional measures which had been evolved to counter
cyclical unemployment; finally there were policies geared more specifically
to the reduction of structural unemployment and to the relief of pressures
caused by concentrations of unemployment in the depressed areas.

During the early years of the post-war slump, it was widely thought that
the confused state of international trading and currency relationships after
the Armistice was largely responsible for the depression of the British export
industries. Thus, all measures to reduce dislocation would help to restore

the fortunes of the export industries of this country. The Economist, for

example, asserted

" .. the monetary condition of Burope remeins precarious, and her
purchases from other continents are still greatly reduced. This
has limited the demands for the products of the countries producing
food and raw materials, and, when taken in conjunction with the
fact that every one of these countries has had to liquidate stocks
to cope with a heavy fall of prices, and to regularise a state of
over-trading, accounts for the restricted demand overseas for
British goods".1-

All measures taken to restore stability to international trading relat-
ionships could be justified because of the benefits which would accrue to the

export industries. This was the driving aim of much of British economic and

foreign policy.

4 The Economist Commercial History and Review of 1922, 318.
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A detailed examination of British foreign policy during this period is
beyond the scope of the present work, but it is clear that the rate of un-
employment among workers in the export industries was an important factor in
the formulation of British strategy. For example, the economic chaos after
the Armistice in a number of central European countries caused considersble
concern, as the extract from the Economist suggests, It is not surprising
to learn, therefore, that the Governor of the Bank of England, Montagu Norman,
had taken a leading role in the League of Nations plan to secure the finan-
cial rehabilitation of Austria.z The same concern is evident in the lenient
attitude taken by Bonar Law over German reparations in order that stability
could be achieved in intermnational affairs.3 However, the terms of the
final settlement contributed to the dislocation of the crisis of 1929—32.#
The early stages of the export industry policy also contained measures to
give more direct assistance to those wishing to sell to foreign countries.
Concern had been expressed during the War about prospects for exporters.

The Committee on Commercial and Industrial Policy after the War was set up
in the summer of 1916 to examine how foreign trade and new markets could be
developed., It recommended that the Govermment adopt a twin policy of de-
control of industry and a measure of protection.5 In 1919, in the midst of
industrial unrest, decontrol seemed impossible for a mumber of industries and
the prediction of difficulties for the export industries seemed to have been
fulfilled,

The Govermment's answer was to introduce two new schemes, Export Credits

Insurance and the Trade Facilities legislation. The Export Credits scheme

Keith Middlemas and John Barnes Baldwin A Biography (1969), 127.

Ibid, 135

It must be stated that despite these good intentions, the imposition of
the reparations debt was a disequilibriating factor in the world economy.
The setting of a figure in 1921 which was more than four times the amount
which British and American experts had thought it feasible to collect at
the Paris Peace Conference, and the provision of loan facilities under
the Dawes Plan encouraged Germany to borrow large sums from the United
States. The repayment of these loans to the U.S. which was in trade
surplus, fatally exposed the fundamental weaknesses in the world economic
and financial system,

5 Final Report of the Committee on Commercial and Industrial Policy After
the War (Cd.9035 1918) (Cmd 2619 1926) 17/18

N
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aimed to help exporters trade with a number of small states in Central
Europe and the Baltic.6 Money was advanced to exporters trading with these
countries to cover their expenses. The scheme proved to be highly expen-
sive and little interest was shown by exporters. The scheme was revised on
three occasions during the twenties without evoking significantly greater
interest from potential clients.7 Since the aim of the scheme was to do no
more than guarantee existing contracts, there is little likelihood that the
volume of exports was increased significantly.8

Similar facilities to the Export Credit Guarantee system were available

under the Trade Facilities Acts of 1921, 1922, and 1921.;..9

Under this legis-
lation the Treasury was authorised to guarantee the payment of the capital
and the interest on loans raised in this country or abroad in order to under-
take capital projects, work on which would promote employment in the United
Kingdom. Table XII shows that the most important type of work guaranteed
was the building of ships, which would have been of direct benefit to one
of the worst-hit industries, but that underground railways, home electricity
schemes, canals, docks, and sewerage works were also, with the notoriously
expensive establishment of the sugar-beet refining industry, important re-
cipients of aid under the Trade Facilities Acts.10
Thus, both these schemes were only of marginal importance in providing
work for the depressed sectors of the economy. Under both schemes the

Govermment merely guaranteed loans, it did not subsidise industry in any way.

Under these circumstances, new jobs would be provided only in so far as work

Report of the Credit Insurance Committee 1925-1926
Reports of the Committee appointed to consider generally the administration
of the Export Credits Guarantee Scheme, 1928-1929 Report (Cmd 3450 1929),
7-12.

8 Derek H, Alderoft, 'The Early History and Development of Export Credit
Insurance in Great Britain, 1919-1939 Manchester School, XXX, (1962),
(passim;) Ethel B, Dietrich 'British Export Credit Insurance' American
Fconomic Review, XXV, (1935), passim.

9 11 and 12 Geo., 5.C.65; 13 Geo.5. Sess.2 C.4; 14 and 15 Geo. C.8,

10 For details of the aid to the sugar-beet industry, see Noel Deerr The
History of Sugar Vol.2, (1950).

~ O
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would be undertaken with the benefit of such guarantees which would not
otherwise have been begun. Bvidence of their effectiveness in influencing
the placing of an individual export order or the underteking of any capital
works is difficult to obtain, but it seems likely that, given the fairly
easy availability of investment funds during the twenties,11 the work-

creation effect of these two schemes was not large. However, the real value

of these measures to the Govermments of the twenties was the use which could

be made of them in the Commons to repudiate any charges that the admini-

stration had no policies to alleviate unemployment., The following extract,

taken from a speech by the Conservative President of the Board of Trade,
Sir Philip Lloy Graeme, illustrates this point well,

"Take the Trade Facilities Act., Under that Act, guarantees have
already been given for £38,250,000 worth of work, and there is a
further amount of almost £6,000,000 awaiting guarantee as soon as
the Act is renewed. That has meant an enormous amount of work of
the very best kind in this country. Certainly at the present
time there is at least £16,000,000 w rth of that work which is
being carried on in the workshops of this country, and probably
within a short time there will be a further £14,000,000 or £15,000,000
worth coming into the workshops and factories of this country.
"Take Export Credits. There is nearly £4.,000,000 in respect of
which work is actually in operation at the present time. There
is a further £4,500,000 which has been sanctioned, and which is
estimated will be taken up in the near future in direct work in
this country",12

The fact that this extract was taken from a Labour Party Vote of Censure
suggests strongly that one of the principal values of such schemes was as a
counter to the growing attack on the Govermment's failure to reduce the rate
of unemployment. The reference to the provisiqn of work "of the very best
kind" illustrates the contemporary hope that the export industries, if they
could be revived, would supply the employment needed to occupy idle workers.
Perhaps the most celebrated of the measures which was presented as

helping the expansion of the export industries by attempting to recreate

11 Committee on Finance and Industry Report (Cmd 3897 1931), 39.
12 Hansard (Commons) Vol. 169, 382.
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the world which had existed before 191k was the decision to return to the
gold standard, the central element of the trading network before the First
World War,  Although there have been numerous works dealing with the return
to gold and the economic and financial implications thereof,15 some aspects
of the decision to return might be stressed here because of their relevance
to export industry policy. It seems clear that the main aims of restoration
were to regain the pre-war position of London in the international banking
world and had little to do with easing the burdens of the export industries.

The Cunliffee Committee, for example, noted in its Interim Report that

"In our opinion it is imperative that after the war the conditions
necessary to the maintenance of an effective gold standard should be
restored without delay. Unless the machinery which long experience
has shown to be the only effective remedy for an adverse balance of
trade and an undue growth of credit is once more brought into play,
there will be a grave danger of a progressive credit expansion which
will result in a foreign drain of gold menacing the convertibility of
our note issue and so Jjeopardising the international trade position
of the country".l

These conclusions were given some support from the industrial community when
the Committee on Financial Facilities, which contained a majority of repre-

15

sentatives from industry and commerce, endorsed this opinion,

If the decision to return to the gold standard owed little to industry
in its formulation, conditions in the export industries were increasingly
used in arguments to Jjustify the return as the date of restoration approached.
liemeyer, for example, wrote to the Chancellor of the Exchequer,

Winston Churchill, in February, 1925.

"No one would advoczte such a return if he believed that in the long
run the effect on trade would be adverse.
In fact everyone upholds the gold standard, because they believe it to
be proved by experience to be best for trade. If it is agreed that
we must have the gold standard, is it not better to get over any dis-
comforts at once and then proceed on an even keel rather than have the
dislocation (if dislocation ther7£e) still before us?

13 See D E loggridge The Return to Gold, 1925: The Formulation of Economic
Policy and its Critics (1969), Sidney Pollerd (ed.) The Gold Standard and
Fmployment Policies between the Wars (1970) and the bibliography therein.

1), Committee on Currency and Foreign Exchanges After the War First Interim
Report (Cd 9182 1918), para.L7.

15 Committee on Financial Facilities Report (Ca 9227) (1918)
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No one believes that unemployment can be cured by the dole and
palliatives like road digging. Every party - not least Labour -
has preached that unemployment can only be dealt with by radical
measures directed to the economic restoration of trade .... On
a long view - and it is only such views that can produce fundamental
cures - the gold standard is in direct succession to the main steps
towards economic reconstruction .... and is likely to do more for
British trade than all the efforts of the Unemployment Committee".
The policy which has been roundly criticised in some guarters for
necessitating a decade of deflation thereby impeding the efforts of the

17

export industries to become competitive in world markets, ' was presented

by the Treasury, in part, as an employment policy which, after a short period
of adjustment, would be of lasting benefit to those industries. The policy
of a return to gold remained unchanged; the Jjustification for it had
altered. Yet it is very easy to exaggerate the extent to which the trading
conditions of the export industries influenced this decision, Many authors
have stressed the seeming inevitability of the return and the failure to give
full consideration to contemporary economic difficulties.18 Profeessor
Pollard asserts that the aim to return to the gold standard was essentizlly

a banker's policy, not directly concerned with industry at all, aimed at the

19

restoration of London as the world's leading financial centre, The
absence of any discussion of a return to gold at a lower parity with the
dollar than&4.86 would seem to confirm this interpretation of the motives
behind the decision.20 This exposition of the self-interest of the City

does not undermine the proposition that the return to gold was presented to

the public as being beneficial to the export industries. Although there
was opposition both to the return and to the concomitant deflation, the

criticism was not sufficient to arouse public opinion.

16 PRO T172/1499B cited in Moggridge ope.cit., 55.

17 Ibid.,82, Donald Winch Economics and Policy: A Historical Study (1969),86.

18 Winch op.cit., 83. Moggridge op.cit,, 27-8

19 Pollard The Gold Standard and Employment Policies, 22-6

20 Moggridge op.cit., 45ff

21 L J Hume "The Gold Standard and Deflation: Issues and Attitudes in the
1920s" Economica N.S. Vol. XXX (August 1963), 242.
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The argument most forecibly put by R. S. Sayers, A, J. Youngson and Henry
Clay,22 that the gold standard could be, and was, presented by the
Govermment as an employment policy for the depressed export industries
because it helped to stabilise exporting conditions for the staple trades
is not undermined by the work of Hume, The existence of an opposition,
and doubts about the motives of official advisers do not alter the fact
that the Govermment presented the return, in part, as an employment policy,
This aspect of the return was that which the press accentuated in the
immediate post-return period.zk The return, together with the attempts to
promote international peace and stability, provided the Govermment with an
answer to the critics who argued that it was doing nothing for the great
export industries in which unemployment was concentrated,

t is very easy to condemn this aspect of Govermment policy as irrelevant
and inadequate to the real needs of the export industries. They should be
seen as supplementary and subsidiary to the "vital matter"™ of cost reduction.25
If it had been possible to make the export industries competitive in world
markets, the promotion of international stability might have helped establish
conditions which were much more conducive for British exporters. In the
circunstances of the post-war world, some of the measures undertaken may have

26

made conditions more difficult for British exporters,

On a more basic level,

22 R.S.Sayers "The Return to Gold 1325" in L.S.Pressnell (ed.) Studies in
the Industrial Revolution (1960), 318, A.J.Youngson Britain's Economic

Growth 1920-1966 (1967), 277-9, Henry Clay Lord Norman (1957)

23 See the speech by Churchill Hansard (Commonsi Vol.183,57 April 28, 1925
also Vol,182,714 larch 26, 1925,

2L See The Times April 29, 1925; The Economist May 2, 1925.

25 Supra, Chapter Two

26 Lloyd George was heavily criticised for "creating" the new national
states, Poland, Czechoslovakia, and Yugoslavia out of land previously
amnexed to the German and Austro-Hungarian Empires. The economic
repercussions to Britain of Polish coal, being excluded by tariff from
its former German markets, coming onto the world market and competing
fiercely with British exporters in Scandinavia were not unnoticed.
AJJ.P.Taylor English History 1914 = 1945 (Penquin edn, 1970), 185, 306.
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it is clear that the British quest to re-create the conditions of 1913 was
hopeless and doomed to failure, By the mid-twenties the world economy

had been largely rebuilt, but it was not the system which Britain had hoped
to erect. The restoration of the gold standerd has been taken as the symbol
of this hope, but, in many ways, the feturn reveals the novel, disturbing
elements in international affairs after 1918 which made the British quest

27

impossible. The attempt to restore the earlier age was not possible in
the new conditions after the First World War. The British Govermment tried,
for example, to negotiate a reduction in the tariff barriers raised by the
new European states and the primary producing countries to protect their

. . ... 28 . o . .
infant industries. In a world in which economic insecurity and economic
nationalism were rife, success was not likely., At the International
Fconomic Conference at Geneva agreement was widespread that tariffs and

e

other trade obstacles should not be increased. Such decisions may have
helped deter countries from raising tariffs during the mid-1920s, but they
did not prevent a second massive rise in the level of protection as economic
conditions deteriorated in the late twenties and early thirties. British
policy was not notably successful; tariff levels were not meterially altered

30

by exercises of this kind, The world economy could not be turned back to

27 Youngson, for example, notes that "the gold standard was not now an
automatic but a managed standard, managed largely by the Federal Reserve
Board which held enormous quantities of the world's gold and whose
capacity for wise management Keynes distrusted". op,cit., 274.

28 Primary economic gain was not the only aim of this sphere of policy, but
the quotation from Blackett's memorandum together with the concern with
the levels of tariffs during the twenties suggest that the humanitarian
motives of the immediate post-war period has been mocdified by the per-
sistence of high rates of unemployment in the basic industries by the
mid-twenties to such an extent that the main aim had become the easing
of conditions for the export of Eritish goods.

29 The Bconomist Commercial History and Review of 1927, lL.

30 It must be noted, however, that the level of world trade continued to grow
during the 1920s,
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1913, and, the fact that international economic institutions and world
trading networks were rebuilt, albeit in a modified form, did not necessarily
mean that the export industries would regain their pre-war competitiveness.31
The Goverrment was made aware that the promotion of international
stability would be insuf'ficient to satisfy the demands of the unemployed in
the depressed areas. Given the Govermment's analysis of unemployment as a
cyclical phenomenon which would be eradicated by lowering costs, it is not
surprising that the Cabinet turned to those measures of relief which had
been developed during previous cyclical downturns. The policies which were
implemented had to satisfy the condition that they did not inhibit the main
aim of cost reduction in the export industries, If there were doubts about
the effect of any measures upon costs, such as occurred with the public works
programme, the policies were implemented only on a small scale and only when
political circumstances necessitated a gesture of appeasement to the unem-
ployed in the depressed areas.32
In the turbulent industrial and social situation which followed the
Armistice, the Govermment seems to have been forced into the extension of
the limited pre-war system of unemployment insurance by fears cf violence
from the working classes, in particular f{rom the miners and ex-servicemen
who threatened severe disruption if some thing were not done to give them

33 To meet these demands the Unemployment Act

greater economic security.
of 1920 extended the coverage of the scheme to approximately 60 per cent., of
the workforce and, in 1921, the Act was amended to allow grants for the

dependants of unemployed insured workers 3% With this extension of the

31 Although the values and volumes of such staple exports as coal and cotton
piece goods were generally lower during the twenties than they had been
during the (boom) year of 1913, the bench-mark most often used by contem—
pary observers, Britain managed to earn a current account surplus during
the twenties in every year except 1926, when the general strike and the
coal dispute caused considerable dislocation, LCES The British Economy
Key Statistics (1967) Table N,

32 Supra, Chapter Two

33 Gilbert op.cit, 51-86.

3L Por a discussion of the implications of the limited nature of the scheme's
coverage on the statistics, see infra, Appendix One.
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insurance scheme in the early post-war years not only were over nalf the
industrial population brought within the scope of the State's protection
against short periods of unemployment, but in registering themselves as un-
employed, they also had to make use of the Employment Exchanges.35 These
institutions would, it had been hoped, impose a much greater general order
on what had in places been a chaotically disorganised labour market., The
Exchanges had been expected to develop their placing work by which they can-
vassed local employers for vacancies for the unemployed., An analysis of
Table XI suggests that this work did become more important during the twenties,
but even during the mid-thirties it was estimated that the Employment
Exchanges were responsible for only approximately 21 per cent, of total

36

placings, This work can hardly have had more than a marginal impact on
the organisation of the labour market in the interwar years. The placing
service had been designed to operate in conditions of fuller employment when

the time of the staff would not be so completely consumed with the administ-

ration of the insurance and the 'dole' schemes.37 The significance of the

35 Unemployment in the previous century was particularly associated with
certain industries such as the docks, building, and the 'sweated trades!
It was thought to be linked with the casual system of employment.
These industries were characterised by a large number of employers each
engaging their labour independently, and each tending to keep a
separate reserve of labour for his fluctuating needs (depending on the
number of ships in port, or the numbers of orders for goods in seasonal
trades) by spreading the available work among different men each day.
Thus, the total work was spread among more men than would be needed on
the busiest day. By bringing the buyers and sellers of labour together
in an organised wey, it was hoped that the Labour Exchanges would allow
only those who were needed to obtain work to be present, and release the
surplus earlier rather than keeping them waiting for most of the morning
in the hope that they might be needed later in the day. The released
workers would then be able to seek work in other industries. W.H.Beveridge
Unemployment: A Problem of Industry (1909)

36 PRO LAB 2/2025 ET 4161/1934, Memorandum by Besso, October 4, 1937.

37 W.H.Beveridge Causes and Cures of Unemployment (1931)
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measures is that they indicate the attitude of the Govermment to unemployment
and to the unemployed. The Government was relying on an extension of pre-war
provisions to deal with a situation which was fundamentally different, both

in magnitude and causation to that which had prevailed in Britain before 191k,

In its attempt to meet the demands of the unemployed, the Government
also turned to more traditional remedies for unemployment. During periods
of intense cyclical depression before 191L4, some Jjobs had been provided on

n

e

public works projects undertaken by the local authorities and financed,

38

part, from the Exchequer, The object had been to find an alternative to
the Poor Law for unemployed industrial workers until the pace of economic

activity had quickened in the 'up-phase' of the cycle and opportunities for
employment were again multiplying in private industry. By such means, the
authorities had hoped to minimise the worst social distress - largely those
dependent upon the incomes of unskilled Workers.39 It is not surprising

that such policies should be re-introduced at the start of what appeared to
be an ordinary cyclical downturn in 1920, In fact, the Ministry of Labour
had been investigating the possibilities of easing demobilised soldiers into
employment through a variety of experiments undertaken by ex-servicemen's

L0

organisations, When the unemployment rate rose during 1920, the Goverrment
adopted a more extensive programme of public works. Work was provided by
various I.Iinistries,z*'1 and by funds from the Treasury for schemes approved by
the Unemployment Grants Committee (UGC) which had been established in
December, 1920. The UGC was originally appointed for only one year "for

the purpose of assisting local authorities in the United Kingdom in carrying

. L2
out approved schemes other than works on roads and bridges". The scheme

38 R.C.Davison The Unemployed: 0Old Policies and New (1929), 46/7

39 Jose Harris Unemployment and Polities: 4 Study in English Social
Policy 18861916 (Oxford 1972), passim.

L0 PRO LiB 2/1500 HQ 448/1920,

41 Work was provided by the Ministries of Transport and of Agriculture and
Misheries, and by the Board of Agriculture in Scotland.

L2 Final Report of the Unemployment Grants Committee (Cmd 4354 1934), 3
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was renewed each year until the economy cuts of 1931, Unemployment during
this period was thought to be cyclical and would soon disappear as soon as
costs fell allowing recovery to proceed. Thus, the UGC was expected to have
only a brief existence. The Treasury stipulated that work grant-aided should
be accelerated; that is, that it would not otherwise have been undertaken.,
The purpose of this clause was to ensure that the employment created was a
genuine addition to the volume of work and was not merely work substituted
from elsewhere, but Hancock has stated that assisting projects whose need was
relatively remote, whilst the Geddes Axe was preventing the completion of

L3

schemes urgently required, was a ludicrous policy.

Attempts were made to adapt the scheme to find employment for men
from the depressed areas. The UGC was given permission to assist other
public bodies to try to increase the amount of work coming forward.

'serious'

Works eligible for grant had to come from areas in which there was
local unemployment, as defined by the Ministry of Labour. The definition
of 'serious' tended to vary according to the political inclinations of the
party in power. The Labour Goverrmment of 4192k defined zall areas with a

rate in excess of five per cent. as 'serious' thus opening the scheme to
authorities in all parts of the country.45 The next Conservative Govermment
reised the qualifying level to 15 per cent. and stipulated that the work
must have been advanced by at least five years to be eligible for a grant.
Under these conditions few schemes were submitted and the great majority
could not be a@proved.L‘L'7 Whereas the UGC had assisted works to the value

of £405 millions between 1920 and 1925, the value of the schemes aided in

48

the period 1925-28 was only £21 millions, Even in the early period, it is

L3 Hancock (1962) op.cit,336.

L), PRO LAB L/231 Memorandum, November, 1931.

L5 PRO LAB L/158 Memorsndum, September, 192L4.

L6 Unemployment grants Committee Fifth (Interim) Report (1926), 21.
47 UGC Final Report ope cit, 5.

48 FRO LiAB L4/231 op.cit.
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doubtful whether the scheme had much effect in Jjob=creation because the UGC
did not undertake to find the full cost of the work a.p1:>rovec1.br9 This aid
was inadequate since some of the local authorities with the highest unem-
ployment were already in serious financial difficulties and could not hope
to raise the necessary proportion of the cost from their own funds. The
relief works programme was, therefore, not sufficiently adaptable to meet
the needs of the post-1920 unemployment prcblems in the depressed areas,
These measures had also to conform to the general framework, not hindering
the improvement of the competitive position of the depressed export
industries. As in the case of the cyclicel policies considered above, the
Govermment tended to turn to the traditional remedies.

It had long been a common-sense approach to the reduction of unemploy-
ment that the existence of the problem was evidence of a surfeit of
industrial workers, and the best method of 'solving' unemployment was to

51

remove this surplus from the industrial workforce. The two policies
most frequently advocated which fall into this category are the encourage-

ment of land settlement and assisting migration,

Land settlement (allotments and small holdings) has an impressively
. . - 52 ;
long history in British programmes to combat unemployment, In the inter-
war period, land settlement received backing from both Labour and Conserva-
tive Govermments in a series of Acts of Parliament under which local

[
. . -
authorities were empowered to assist small-holding and allotment schemes.

49 TIbid.

50 Infra, and Lindsay op. cit, passim

51 See, for example, the motives for the formation of 'labour colonies'
for London's unemployed at the turn of the present century. J.Brown
'Charles Booth and the Labour Colonies 1886-1916' IHR 2nd Ser, XXI
(1968)

52 Harris op.cit, 115/6.

53 The Land Settlement (Facilities) Act, 1919; Small Holdings and
Allotment Act, 1926; Agricultural Land Utilisation act, 1931.
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Lloyd George also favoured land settlement, schemes appearing in both

55

'Wle Can Conguer Unemployment'SA and in his New Deal propossls of 1935,

In spite of the general drift from rural occupations evident in this

country since the later eighteenth century, land settlement was a politically

acceptable method of finding occupation for the numerous unemployed industrial

WOrkers. The schemes proposed were not so completely irrational in the

light of economic conditions in the interwar period. In Germany, for example,

the cumulative effect of the allied blockade during the wer, the period of
great inflation, and the experience of high rates of unemployment had halted
and reversed the drift from rurel to urban areas.5 In Britain, there was
concern about the level of imports (of which foodstuffs formed a considerable
proportion) and a desire to achieve greater economic self-sufficiency. It
was confidently predicted that Britain could easily support an agricultural
population twice the size of that of the interwar period.57 Despite this
strong advocacy of land settlement, the programme of the twenties was only
on a very minor scale and met with very little success, involving very heavy

58

losses and the permanent settlement of very few unemployed workers.

Migration tended to receive heavy support from those involved in

t.59

Empire settlemen There had been a strong tradition of the movement of
young adults to the colonies during the years before the First World Var,
and throughout the twenties the Government tried to encourage this flow to

reach the pre-war proportions. The Govermment helped ex-servicemen and

5k Op. cit, 47/8

55 Liberal Magazine XLIIT (1935), 59

56 Karl Brandt "The German Back-to-the-Land Movement" Land Economics
Volume II, 2, (May 1935), 126-130.

57 Such was the claim of Lloyd George in 1935, Liberal Magazine loc, cit,

58 FRO MAF 48/87 Minutes of a Conference August 6, 1930,

59 Drummond op. cit. passim.
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those who had suffered direct hardship from the War to emigrate by means
of a grant of free passage to places of settlement within the Empire.
As the first winter of heavy post-Armistice unemployment approached, the
Cabinet Unemployment Committee recommended that this scheme be extended in
order to try to relieve the burdens of unemployment and also that a scheme
of assisted migration on a large scale be prepared by the Colonial Office.61
The resultant scheme was successful in so far as migration to the white
Dominions was greatly increased during 1920,62 but other factors such as
comparative economic conditions must be accorded due weight. The total
migration in 1920, which was the best single interwar year: , was at a signi-
ficantly lower level than during the period 1910-191k, the years of massive
emigration before the War.é3 At the 1921 Conference of Prime Ministers of
the Empire, agreement was reached on the principle of State aid to Empire
settlement, which resulted in the passage of the Empire Settlement Act of
1922, b The influence of the pressures of domestic unemployment on the
passage of this legislation,®® was highly significant at a time when the
Geddes Axe was falling with the utmost severity upon other sectors of State
expenditure.66

The Justification for the inclusion of these policies lies in the
tenacity with which they were used during the interwar years. When the
Government became more awere of the structural nature of unemployment and

began to encourage the mobility of labour, the acceleration of Empire

60 The scheme for ex-servicemen introduced in 1919, was due to expire
on December 31, 1920, whilst the second scheme was financed out of
the National Relief Fund and was operated only so long as money
was available from this source.

61 PRO CAB 23/115 CP 2145, November 1920,

62 Report to the Secretary of State for Dominion Affairs of the Inter-

Departmental Committee on Migration Policy (Cmd 4689 193L4)

63 Table XIII

6l Drummond op. cit., 80/81.

65 12 and 13 Geo, 5, ch. 13,

66 Drummond op. cit., 78/79.
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migration was seen as an important element in the programme. Similarly,
the Commissioner for the Special ireas in England and Wales devoted much
energy and a substantial share of his scarce resources to various programmes
of land settlenent.67 It is impossible to appreciate some of the develop-
ments of depressed areas policies during the twenties and the thirties without
trying to understand the rationale behind these measures and without an
awareness of their long histoey in British economic and social policy.

The reduction of the size of the workforce could only slowly ease the
worst aspects of concentrated unemployment. The Cabinet came under pressure
from organisations in the depressed areas for more immediate help.

Initially, the most severe strain was felt by the local authorities which
were financially hit by the loss of rate revenue as factories closed, whilst
toeir expenditures on the relief of the unemployed rose drametically. The
differentials in unemployment throughout the country soon led to petitions
to the Govermment for assistance. In October, 1921, the Cabinet's Unem-
ployment Committee were considering plans to help Boards of Guardians68 in
the 'necessitous areas' and decided to issue loans to those Poor Law

69

authorities that could not meet their commitments, In January, 1923, the

Necessitous Areas Sub=-Committee of the Cabinet Unemployment Committee reported

"There is no doubt that certain areas are suffering in exceptional
degree from the unemployment now and lately prevalent.....The

local burden is no doubt inconvenient and often extremely so, but
it is a loose use of words to say that it is intolerable. In
fact, it is being borne.....It is further true that in some areas
the burden of rates is an appreciable factor in increasing the

cost of manufacture, and so in postponing the recovery of trade".70

66a. Infra, 9.

67 Infra, Chapter Six, 233-7.

68 These bodies were locally elected Boards which had the duty of the
administration of the Poor Law within their areas.

69 FRO CiB 24/129 CP 3403 Unemployment Committee Report, October 13, 1921.

70 PRO C4AB 27/199 Cabinet Unemployment Committee, Necessitous Areas
Sub-Committee Meeting held Jamuary 15, 1923.
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The 'ethical' unwillingness to assist these authorities strengthens the
contention that the Govermment had analysed the existence of unemployment
in terms of the trade cycle. Until contradictory evidence could be
agsembled, it remained unwilling to help those areas which, it was thought,
must benefit as soon as the economy recovered. To an extent, of course,
this analysis was Justified in that some of the towns which were suffering
from heavy unemployment during the early years of the twenties were in only
temporary difficulties as a result of dislocation following the War or the
collapse of the postwar boom. Whilst these "Necessitous Areas" included
many towns which were subsequently to be scheduled for assistance under the
Special Areas Act, a number of places which had been heavily committed to
the production and distribution of war materials, such as Coventry and parts
of London, were also petitioning for a.'.'u:1.71
This earliest phase in the development of regional policies is somewhat
confused. Direct assistance was given to the depressed areas in the export
industry policies, but in the circumstances of the first half of the decade,
little could have been done to raise purchases by foreign consumers to a
sufficient level to reduce unemployment in the depressed areas to manageable
levels. When unemployment appeared and persisted, it is not surprising that
the Govermment should have turned to the policies which had been implemented
during previous spells of high unemployment. Unfortunately, these measures
had been developed to counter cyclical unemployment and were inappropriate
to the situation in Britain after 1922. The origins of more structurally-
oriented policies are present between 1920 and 1925, but they remained very

small in scale and of minor importance in the wider range of Government action.

71 On February 25, 1924, the lMinister of Health, John Wheatley, met
a deputation of representatives from the Guardians at Barrow,
Birmingham, Sheffield, Newcastle, Coventry, Edmonton, and from the
Councils of Burnley, Middlesbrough, South Shields, Stoke on Trent,
Swansea, West Bromwich, and West Ham, He observed that "The root
of the difficulties at present besetting authorities is the extent
to which they have been and are compelled to assist able~bodied
persons throwvn back on the Poor Law by reason of abnormal unemploy-
ment". FRO CAB 24/165 CP 135(24) February 29, 192L.
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The Growing Awsreness of Structural Unemployment

The second phase in the development of regional policy covers the years
1925 = 1929, During these years, the Govermment became more aware of the
structural problems of certain major export industries, notably coal mining,
and began to adapt existing measures to conform to the new analysis. The
Govermment still saw the cause of the unemployment problem in terms of the
high cost conditions in British export industries. Its main proposal was
to take further steps to help the export industries to reduce unit costs by
encouraging amalgamation. It was confidently expected that with lower costs
and greater efficiency, the staple industries would provide more stable,

higher employment levels for their areas.72

At the same time, the pressures
of concentrated unemployment aroused public opinion to sufficient pitch to
call forth a series of strategic concessions from the Govermment.

The financial pressures on the local authorities had been solved neither

73

by the loans of 1921,'” mor by the Labour Govermment's expedient of trying

to ease the burden on relief provided out of local rates by making insurance
benefit more readily available.7h The problem was passed on to

Neville Chamberlain, who had been appointed Minister of Health in the Baldwin
agministration, Chamberlain, appreciated that a fundamental revision of

the finencing of local govermment was & long-term imperative, but to over-
come the immediate situation, an inter-departmental committee was set up to
consider weys in which the Exchequer might assist local authorities where
unemployment levels were high. The Committee rejected all schemes under

consideration because the Treasury could under no circumstances grant

assistance in cases where the burden on ratepayers might have been created

72 Supra, Chapter Two

73 Supra, 78

7L The Labour iinister of Health and the Secretaery of State for Scotland
favoured increasing assistance rates, but relaxed the administration
of the insurance and the 'dole' schemes by removing some of the
reasons for exclusion from benefit and by reducing the waitin
periods before benefit was payable. FRO CAB 24/165 CP 135(2%4) op.
cit, and FRO CAB 21,/165 CP 189(24) Poor Lew Amenities in Scotland.




81

75

by a 'liberal' assistance policy pursued by the local authority.
Chamberlain warned his Cabinet colleagues that the authorities in the hard-
hit areas could propose plausible arguments for aid. He noted that it

might seem unfair that the industrial areas in which unemployment had been
concentrated were being asked to meet the major share of the expenditure of

76

relief which they claimed should be a national charge. But he thought
that the Govermment's policies in that direction were sufficient to meet
the demands made of them, especially when a comparison was made with the

77

situation before the Var, The Cabinet had not yet recognised the different
order of problem which confronted them. The restrictions placed on the UGC
at this time,78 and the failure to ease the conditions of the local authori-
ties suggest that the Govermnment still hoped for an upswing in the economy

to restore the prosperity to the export trades and the areas in which they
were located.

In order to expedite the process of cost reduction, the Govermment began
to take a closer interest in the organisation of private industry. Although
the Govermment had intervened in industrial matters before the First World
War, the need to exercise direct control during the latter part of the
fighting led it to a fundemental change after the Armistice. The British
Government, with the impetus given by the collapse of economic conditions,
managed to achieve the stated objective of its policy of de-control of
industry by 1921,79 but it was obvious that the relatively successful per-

formance of the controlled economy during the war would contribute, in large

75 Report of the Committee of Inquiry on Schemes to issist the
Necessitous Areas (Cmd 2645 1926), 33.
76 FPRO CiB 24/179 CP 158(26) Memorandum by Neville Chamberlain April 19,1926.
77 Ibid,
78 Supra, Chapter Two B
79 See Susan irmitage The Politics of Decontrol of Industry: Britain and
the United States (1969), passim.
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measure, to the State being called upon to aid industry in the interwar
period,

Chapter One suggests that one of the main difficulties of many of the
depressed staple industries during the interwar period was a chronic excess
capacity and a fiercely competitive small firm structure which made the
elimination of the marginal producers extremely difficult.81 The necessity
of matching total capacity more closely with total demand was not lost on
contemporary observers, who bemoaned the effect of heavy fixed charges of
such industries as ship building, and iron and steel.s2 Nevertheless, the
industrial relations problems of the coal mining industry . were most im-
portant in the formulation of a more general govermment policy on industrial

questions,

In order to try to bring peace to the coal industry during the early
twenties, the Govermment set up a series of official inquiries into the
organisation of the industry with the possibly hopeless task of finding a
generally acceptable method of conducting the industry. The first of these
bodies, a Royal Commission under Lord Sankey, produced in its three reports,
a variety of recommendations ranging from complete nationalisation to a

8
return of the industry to private enterprise. 5 The Report of the Samuel

80 The Miners' Federation of Great Britain, for example, managed to persuade
Lord Sankey that the private ownership and working of the coal mining
industry had been condemned by the wartime experience. Coal industry
Commission, Interim Report (Cmd 84,85,86 1919), X.

81 A.J.Taylor suggests that this weakness had also adversely affected the
performance of the coal-mining industry in the period before the First
VWorld Var because the competitiveness ensured that the industry was
too thinly and unevenly capitalised and unable to obtain long-term
capital to invest boldly and to write off the least efficient
collieries, thereby raising productivity.
"Labour Productivity and Technological Innovation in the Eritish Coal
Industry 1850-1914" EHR 2nd. Ser. XIV (1961-62), 65,

82 Economist Commercial History and Review of 1924 (1925), 51, 58.

83 Op. cit.
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Commission, set up on "Red Friday", was much more unanimous in its recom-
mendation of reorganisation of the industry on a district basis to facilitate

productivity improvements and the reduction of excess capacity.sk

Such proposals seem to reflect the tendencies apparent both in other
sectors of industry in this country, and in the heavy industries in some
continental countries. G.C.Allen notes that there was an increasing move
to concentration in all other industries except the export-oriented staples
during the late nineteenth and early twentieth centuries,85 whilst the
industries in which output was expanding most rapidly after the First World
Wer tended to be dominated by a single firm or by a few firms strongly car-
tellised,86 Moreover, the experiment undertaken in Germany during the
twenties of forming cartels in the staple industries was closely observed in
this country.87 The trend in industry seemed to be towards a greater con-
centration of control, and it appeared that the basic industries might gain

some economic benefit from re-organisation along these lines,

In the Mining Industry Act of 1926 the Govermment tried to give official
approval to any spontaneous moves there might be within the industry to form
larger units to increase productivity. The Railway and Canal Commission
was authorised to force any urwilling collieries to join an amalgamation
scheme which had been agreed by a majority of producers; the agreement to
amalgamate had to come initially, however, from the producers themselves.

It seems a sound strategy to attempt to bolster regional economic fortunes
by strengthening the main employment-creating industry, but the Act of 1926

does not appear to have been sufficiently strong to provide such a boost to

84 Royal Commission on the Coal Industry Report (1925).

85 G.C.Allen The Structure of Industry in Britain (1961), 67.

86 Alfred Plummer New Dritish Industries in the Twentieth Century (1937),
chs, 1, 6 and 7.

87 Allen op, cit, 69
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the fortunes of the coal mining industry. Amalgamation moves were com-
menced in a number of districts, but those in the badly depressed areas

of South Wales and Scotland failed on account of disagreement among the
numerous owners over methods and minimum prices.88 The only wvoluntary
scheme of the twenties which did prove successful was the Midlands scheme,
which included the relatively thriving and prosperous Lancashire, Yorkshire,
Nottinghemshire, and Derbyshire fields. In contrast to the severely de-
pressed areas, these coalfields were based upon a favourable and secure
home market.,

The inability of this policy to provide substantial assistance for the
depressed sections of the coal mining industry, the persistent difficulties
of other basic export industries such as iron and steel, and the increasing
publicity given to the burden of local rates on industry in the depressed
areas,89 led the Govermment to explore other methods of reducing fixed
charges in the export industries.

The Govermment attempted to remedy some of these problems with the de-
rating programme. Churchill introduced the scheme, devised by himself and
Neville Chamberlain, in his Budget of 41928. The aim of the measures, in
conjunction with earlier proposals enacted in 1896, 1923, and 1925, was to
make agricultural land and property completely free from local rates;
industry and the railways, on the other hand, were to be relieved of three-
quarters of their local rate burden, The scheme was completed in
Chamberlain's Local Govermment Act of 1929, in which the revenue lost by
the local authorities was to be made up by the Treasury in the form of Block

Grants which were to be weighted in respect of population, the number of

88 J.Harry Jones, G.Cartwright, P.H.Guenault The Coal Mining Industry:
An International Study in Plannine (41939) Chapter 6.

89 See Supra, footnote 70, p 78.

90 The continued concern with agriculture during the interwar period
reflects firstly, in an era of growing economic nationalism, an
attempt to increase home food production, and, secondly, the aim
of reversing the drift away from employment in agriculture and
other rural pursuits. See infra, 183, 233-7.
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children under five years of age, rateable value, the unemployment per-
centage, and the population per mile of roads. The inclusion of the rail-
weys was significant, since exporters, particularly of coal, had been com-
plaining throughout the twenties of high freight rates and disorganisation
consequent upon decontrol and the formation of the 'Big Four' companies.?l

These complaints had not been rectified by the end of the decade, for the

Committee on Industry and Trade noted in their Final Report that the charges

on the movement of bulky goods such as coal and iron and steel were seriously

; : . . . . 92 .
affecting the competitiveness of these industries in world markets. This

part of the proposal seems certainly to have been introduced to assist tne
export position of the basic industries, as a leading civil servant asserts
"Incidentally, the railways were to count as industrial premises,
but, in their case, the relief was to be passed on in the shape
of reductions on certain selected freights, which were in fact those

affecting primerily the heavy industries where unemployment was
most severe.,"

De-rating was one of the main planks of the platform of Conservative
party policies towards the end of the twenties., The Cabinet Unemployment
Committee, for example, concluded that

"The main contribution of tne Govermment to assist trade and employment

is the comprehensive measure of rating relief to agriculture and

industry which after the rate payments of April next, will relieve
productive industry of three-quarters, and agriculture of all rates

at a cost to the national Exchequer of some £35 millions per year".9h
Given this high official regard for the scheme, it is hardly surprising that
when unemployment again became the foremcst issue in domestic politics,the
Baldwin Cabinet chose to accelerate the granting of relief from railway

freight charges for exports of coal and iron and steel as a principal measure

95 s
in the programme to help reduce unemployment, An obJjective observer has

91 The Economist Commercial History and Review of 1922, 358.

92 Final Report of the Committee on Industry and Trade (Cmd 3282 1929) 70.

93 P.J.Grigg trejudice and Judgement (1948), 200

9L FRO CAB24/198 CP 334 (28) Unemployment Policy Committee Report November 6,
1928, Appendix One.

95 FRO C.B 23/58 Cabinet 40(28) July 23, 1928.




86

suggested that the subsidy provided was too widespread and too arbitrarily
distributed to make any noticeable difference to industrial costs in any
particular industry or area.96 Although the block grant system gave

greater stability in the financial relationship between central and local
govermment, it is doubtful the discriminatory elements in the formula pro-
vided sufficient assistance for local authorities in the depressed areas.97
Those in the export oriented coal fields had begun to come under severe
pressure after the prolonged stoppage in the coal mining industry during 1926.
The effect on the industry itself was little more than a temporary dislo-
cation - the markets lost during the strike may have been regained as a
result of the lower wages and longer hours at the return to work making
export coal more internationally competitive;98 the effects on the workers
dependent on coal mining for their livelihood was, in contrast, much more
critical. The miners, many of whom had experienced spells of unemployment
before the dispute, were forced to fight the strike on sums raised by other
trade unions. Relief was provided for their wives and children, but not

99

for the striking miners themselves, by the Poor Law authorities. They

were compelled to deplete their savings, whilst the authorities had to find

100

huge increases in the sums previously expended on relief, Social

conditions were worsened as a result of this interruption of income, the
lower earnings, and the higher rates of unemployment in the coalfield areas

on the return to work.

96 Ursule K. Hicks., The Finance of British Govermment, 1920 - 1936
(0xford 1938), 80/1.
97 Joseph Sykes A Study in English Local Authority Finance (1939), 122/3.
98 United Kingdom total output was higher in 1927 than it had been in 1925,
and a similar trend was evident in the coalfields of the main depressed
areas; the North East, South Weles, and Scotland. See B.R.Mitchell
and Fhyllis Deane Abstract of British Historical Statistics (1962),116.
It is also probable that output per manshift rose over the same short
span, E.C.Rhodes "Cutput, Labour and Machines in tihe Coal Mining
Industry in Great Britain" Economica NS XII, 46 éMay 1945), 103.
99 R. Page Arnot The Miners: The Years of Struggle (1953), 457-506.
100 Ibid, loc. cit.
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The Cabinet had been receiving reports from the Board of Trade through-
out the middle and late twenties each month giving details of the state of
industrial activity and foreign trade performance. The depressed condition
of the coal mining industry was recorded. The Ministry of Labour, which
was responsible for the administration of the National Insurance scheme also
had reason to note tue difficulties faced by the industry. The situation
moved the Minister of Labour, Sir A. Steel-Maitland, to prepare twomemoranda,
presented to the Cabinet on lMay 10, 1927, and on November 23, '19’27,10l in
which he argued tnat the surplus of labour in c‘:ertain sections of the coal
mining industry was likely to persist and that the long-term changes in
organisation which were taking place (the amalgamation movement) would have
the effect of further reducing the employment capacity of coal mining.JI =
By November, 41927, the Minister of Labour had at last realised thaf the
miners would have to find work in otner industries.’93  The Minister of
Labour advocated the application of economic pressures by tightening up on
the administration of the Poor Law to encourage the younger miners to quit

the areas such as South Wales and Durham in which unemployment was

particularly severe.101" This notion that high unemployment levels could

only be reduced by migration was subsequently endorsed by the Cabinet Committee

on Unemployment in the Coal Trade which had been established on November 30,

1927, under the chairmanship of the Lord Privy Seal, Lord Semlisbl.lry.)l L

It recommended the drawing up of a schedule of areas which needed emergency

transfer assistance for a surplus of labour, and the establishment of an

adviscry, temporary board to examine methods of transfering le‘:mbour.ﬂ;)6

101 ERO CAB 24/186 CP 145(27) May 10, 1927; and FRO CAB 24/189 CP
295 (27) November 23, 1927.

102 CP 295(27) op. cit.

103 Ibid.

104 CP 295(27) op. cit.

105 FRO CiB 27/358 Reports, Procedings, and Memoranda.,

106 Ibid,
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The need for Govermment action was made all the more urgent by the
tendency of public opinion to take up the cause of the unemployed coal
miners. although many of the newspapers had been far from sympathetic
towards the aims of the coal strike in 1926, the severity of the distress
in the valleys of South Wales and in the other high unemployment coalfields
evoked a compassionate response, The Times, for example, included a two-
part feature on South Wales dramatically entitled "Stricken Coalfield".107
The first article revealed the true extent of the suffering to a readership
for whom South Vales and the other coalfields must have seemed particularly
remote, The reporter exaggerated the poverty and despair in South Wales
for his largely middle class, south-east English public.

"Let this be understood; there is 88 work obtainable except
by luck anywhere in South Wales",1

The second article attempted to portray the tasks before the Poor Law
Guardians. The need was for action, for "the battle is being lost.

Unless things move more quickly, poverty, bitterness and despair will win".1
In its summary, presented as a leading article, a more restrained but
equally discouraging picture was painted emphasising the difficulties faced
by the coal mining industry and its workforce.11o It was estimated that
there were 200,000 people seeking jobs in the pits for whom there was no

prospect of colliery employment, and that South Wales and Durham were suffer-

ing especially. The articles stressed that many mining villages had lost

or were sbout to lose their economic raison d' etre with the cessation of
work at local collieries,’!? The Times, as would occur six years later,

obtained an immediate response to its campaign.

107 The Times, March 28 and 29, 1928,

108 The Times, March 28, 1928

109 The Times, llarch 29, 1928

110 Ibid.

111 In the leading article it was urged that "Whole communities cannot
be allowed to decay in South Wales without a gigantic effort to
save the women and children of whom they are composed.™  Ibid.

09
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A publically-subscribed fund was launched by the Lord Mayor of London.
Amid much publicity, the King contributed £500, whilst the Queen donated
£250. The Lord Mayors of Cardiff and Newcastle were invited to become
trustees of this "Lord lMayors' Fund". This scheme was, however, a mere
palliative beside the call from The Times for an increase in training,
transference, relief scales, and greater co-operation from the coal mining

employers.112

After some delay, the Government decided to support the
fund by contributing an equal amount to the sum raised by public subscrip-
tion. Assistance provided by this money usually went towards clothing and
footwear for the wives and children of the unemployed miners, who, them-
selves, rarely received any benefits from this source. To supplement this
aid, the CGovermment considered using the Miners' Welfare Fund (levied from
the mine owners and usually used to provide pit-head baths and similar

115 Instead, the Prime

facilities), but this was rejected by the Cabinet.
Minister wrote to the Lords Lieutenant of Glamorgan and Mommouth suggesting
that they co~ordinate relief works and call a conference to raise money for
this purpose. This fund became the Coalfields Distress Fund to which the
Government also contributed on a pound for pound basis.114 It was no more
than private charity assisted by the Govermment, but the Government had
begun, under the pressure of public opinion, to rely upon voluntary effort
to overcoming local distress until its policies could provide the necessary
economic conditions for recovery. Such a framework bears a striking re-

semblance to that of 1934, when it was hoped that the Special Areas Act

would perform the task of relieving the worst distresses in the coalfields.

112 Ibid.

113 FPRO CAB 23/60 Cabinet 2(29), Jamary 23, 1929.

114 See the Times January 3, 1929, "Relief Works in South Wales;
Conference Today", and January 9, 1929, "Relief Works in
South Wales™.
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There was undoubtedly a need for emergency measures in this direction.
Ministry of Health inspectors had been sent to survey South Vales in the
winter of 1928/29 and their report of the conditions they found made dis-
115

turbing reading, The inspectors found increases in the incidence of

rickets, inadequate diets, insufficient footwear and clothing, and a wide-

. 5 4 6
spread slowness in recovery from all types of 1llness.11

At this time,
the Board of Education was also concerned about the strains placed on its 1
school meals service in the coalfields and the inability to meet the potential
demand for the service.117 Thus, the Government could claim that its sub-

sidies to charity were meeting a definite need and that it was helping to

rectify a most serious situation.

The Industrial Transference Scheme

The most important innovation in regional policy during the twenties
was the Industrial Transference Scheme., It provided to its initiators a
method of dispersing the concentrations of the unemployed, relieving the
burdens of the local authorities in the depressed areas and did not hamper
cost reduction in any way. The policy can be seen as on extension of the
placing work of the Employment Exchanges,118 and an attempt to direct the
existing, voluntary migration of labour from the depressed areas, The
scheme wag first discussed by the Cabinet in November, 1927,119 but the
Ministry of Labour had already begun small, experimental schemes. Under

the Mining Industry Act of 1926, the Ministry had been empowered to restrict

115 Report on Investigations in the Coalfield of South Wales and
Monmouthshire (Cmd 3272 1929)

116 Ibid., 5/6

117 FRO CiB 21/199 CP 388(28) Distressed Areas (Feeding of School
Children) Memorandum by the President of the Board of Education
December 11, 1928,

118 Supra, 72

119 Supra, 87,
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the recruitment of new workers and agreement was reached with the mine
owners that, from August 1, 1927, no person over the age of 18 years who
had not been in the industry before 1926 could be given employment in the
industry if the Employment Exchanges were able to find a suitable applicant,
In addition, in the later months of 1927, the Ministry of Labour encouraged
the establishment of Juvenile Unemployment Centres in the depressed mining
areas to act as agents in helping to transfer boys out of the industry by

2
equipping them with new slcills.1 ;

Nevertheless, it was the Report of the Industrial Transference Board

(ITB) which provided the essential encouragement and justification to under-
take this policy on a large scale.122 The Board, consisting of Sir Warren
Fisher, the Permanent Secretary to the Treasury, Sir John Cadman, who had
been Professor of Mining at Birmingham University and was, at that time,
Chairman of the Anglo Persian 0il Company, and Sir David Shackleton, a
former trade union leader, Member of Parliament, and the first Permanent
Secretary to the Ministry of Labour, had been appointed on January 6, 1928,
"for the purpose of facilitating the transfer of workers, and in particular
of miners, for whom opportunity of employment in their own district or
occupation were no longer avai].able.125
The Board identified the problem as one not of a general surplus of
labour, nor of a general surplus in the coal mining industry, but of the
geographical concentration of the highest levels of unemployment in certain

parts of certain coalfields, particularly in Northumberland and Durham,

South Wales, and Scotland.wl*' They estimated that there was a surplus of

120 FRO LAB 2/1298 ED 809/16/1928.

121 Report of the Ministry of Labour for the Year 1927 (Cmd 3090 1928),65.
122 (Cmd 3156 1928

123 Ibid., 3

124 Ibid., 15.

120
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labour in the industry (the difference between the existing insured work-
force and the number who could count with reasonable certainty upon ob-
taining their livelihood from the industry) of about 200,000 men.125 The
Board aimed to provide immediate relief to the local authorities and to
assist the transferees to areas where employment prospects were more
favourable,

"ile do not claim, of course, that a policy of transfer, however
well-organised, will in the present state of industry and trade,
lead to the complete absorption in this country of all the
unemployed within a short time., But it can be made to produce
the absorption of many, to open up more chances, and to distribute
more equally the incidence and burden of unemployment. Pending

a general trade improvement these would be substantial gains",126

The main aim of the programme advocated by the ITB seems to have been
to spread unemployment more evenly throughout the country. The ITB failed
to produce any convincing arguments to suggest that transference would in-
crease total volume of employment, either in the economy as a whole, or in
the recipient regions.

"There is a ceaseless ebb and flow of employment, and at all times

the employed personnel is constantly changing. Each man taken on is

adding to a flowing stream, not driving another out of a space of

fixed dimensions, The existence of local unemployment does not make
it unnecessary or uneconomic to bring in labour from other areas,

It is quite normal to find simultaneously in the same area unemployment

and an unsatisfied demand for labour, because the labour available is

not suitable for the vacancies",12
Suech arguments may show why the unemployed in the prosperous areas might not
blame the influx of workers from the depressed areas, but tuey did not show
how extra Jjobs, when unemployment was to be found in all regions, would be

created to provide work for the transferees. This 'relief' aspect im-

pressed itself on the Minister of Labour when he received the Report. He

125 TIbid., 8
126 Ibid., 20. (Emphasis added.)
127 TIbid., 19.
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wrote,

"The Board reject as unsound a revival of a policy of tide
over by means of temporary relief work in the area. They
propose in effect a new orientation of the Govermment's
unemployment policy, to break up the concentration of unem-
ployment in areas such as South Wales and Durham by the
transfer of as many workers as possible to areas where prospects
of employment are more hopeful. They do not boggle at the
fact that the complete absorption of the surplus in the
immediate future cannot be hoped for, and that a transfer
policy will mean to some extent a re-distribution_of unemploy-
ment, They regard this as on balance a gain".12

Although immediate relief was essential for the depressed areas, the Report
of the ITB received a mixed reception from the press, The Times praised it

for its candour and courage,129 but the New Statesman pointed out that

there were no plans to stimulate employment directly.130

Despite these reservations, it seemed likely that the Govermment would
be more favourably disposed. The Ministry of Labour considered that the
scheme would involve only directing and easing the conditions for voluntery
mobility,131 a task which it had already undertaken in helping unemployed
miners in certain South Wales valleys find Jobs in prosperous pits by co-
ordinating information in Employment Exchanges.132 The joint projects
with Empire Govermments to stimulate migration were similar in aim.133
Transference was more extensive in scope than all these experiments, and

the interwar programme marks the only full-scale attempt to implement this

policy in Britain,

128 FRO CAB 21/196 CP 206(28), June 29, 1928

129 The Times, July 24, 1928

130 New Statesman, June 16, 1928

131 PRO HLG 27/30. Royal Commission on the Geographical Distribution of
the Industrial Population, Memorandum of Evidence of the Minkstry of
Labour, para.30.

132 Report of the Ministry of Labour for the Years 1923 and 1924 (Cmd 2481
1925), /2

133 Supra, 77
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The ITB looked to the Empire as a potential receiving ground for un-
employed British miners. Emigration could be increased by a greater co-
operation with the Dominion Govermments and simpler migration procedures.
The attempt to increase overseas migration was of great importance to the
Board, eccupying approximately half their report, and has been given in-
sufficient attention by the historians of unemployment policy. The ITB
were primarily concerned with procedural difficulties and did not give due
attention to the economic conditions in the Empire nor to the difficulties
in placing unemployed miners in agricultural employment in a foreign

134

country.

The most important recommendation, insofar as a domestic solution was
sought, was the transfer of workers to the prosperous areas. Although the
primary aim of the progremme was to spread the concentrations of unemploy-
ment more evenly throughout the country,135 Cabinet Ministers soon came
to hope for more spectacular results. The Minister of Labour suggested
that by concentrating totally on the transfer and migration policies, the
most serious and intransigent cores of the unemployment problem could be
overcome within three years.136 An Interdepartmental Committee on Unem-~
ployment Policy advising the Cabinet on methods of implementing the recom-
mendations of the ITB implied, somewhat recklessly, that unemployment was

137

soluble if the unemployed could be brought into tiie more prosperous regions,

13} The ITB seemed to take it for granted that the Empire was 'under-
populated', without giving real consideration to economic conditions.
Report opn. cit., 49

135 Sugra, N - 93

136 FRO CiB 24,/198 CP 324(28) November 1, 1928.

137 FRO CAB 21,/198 CP 325(28) November 2, 1928.
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"The problem of unemployment lies less in the total volume
of unemployment than in its persistent density in a few
industries and areas".
In neither memorandum was there a recognition that unemployment rates were

high even in the relatively prosperous areas,

The operation of the Industrial Transference scheme was not able to
fulfil these expectations., The ITB had recommended that the unemployed
be encouraged to leave the depressed areas by ceasing all relief works in
those areas and, more controversially, that the administration of poor
relief and of unemployment benefit "should not become an artificial barrier
to the movement of labour".138 This recommendation was made despite the
findings of a2 Committee considering the effects of insurance benefits on
the willingness of workers to migrate to the Empire. It had concluded that
such payments were of only minor importance in the reduction in the number of

139 ppe Interdepartmental Committee

migrants in the post-war years.,
suggested that, wherever possible, public works should be undertaken only

in the prosperous areas and be discouraged in the areas in which unemploy-

0
ment was concentrated.1h They recommended that the acceleration clause
for UGC works be retained for projects in the coalfields but dropped for
144

those outside the sciiedule of depressed areas.

The Cabinet adopted the transference policy early in July, 1928, and
the Report of the ITB was published at the end of the month after a delay
for the Conservatives to re-order their unemployment policies. A schedule

of depressed areas was drawn up according to a formula which was changed in

138 ITB Report op. cit., 18.

139 Report to the Secretary of State for Dominion Affairs of the Inter-
Departmental Committee Appointed to consider the Effect on
Migration of Schemes of Social Insurance (Cmd 2608 1926 ).

140 CP 325(28) op. cit.

141. Ibid.
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detail over time but which remained constant in its main elements. To be
included in the schedule an area had to have (i) at least 40 per cent. of
the insured workforce in the coalmining and/or iron and steel industries;
and, (ii) an average unemployment rate of not less than 15 per cent. among
the male insured workforce during the preceeding twelve months.1h2 Whilst
this formula might seem somewhat restrictive, there seemed to be good
reasons for exclusiveness in the minds of those who formulated the programme.

The Minister of Labour, for example, in a memorandum to the Cabinet wrote
"eees I suggest that we should not apply these new proposzals to

districts other than the depressed mining areas. In the first

place, only a limited amount of money is available and we ought

to apply that money to the places where the need is greatest. In

the second place, the transference policy can only carry a certain

load and we must be careful to concentrate our energies rather

than to dissipate them. In the third place, once we get away from

the depressed mining areas and admit iron and steel (except where

it is associated geographically with coal, in which event

distressed iron and steel workers would benefit) or shipbuilding

we shall be forced to include engineering, cotton and so on, and

our plans will bresk under their own weight",143

This concentration on the coalfields clearly makes this policy much more
important in the development of a regional policy than has been recognised

by meny authors.

On November 9, 1928, a circular was sent to local authorities from
the UGC setting out new conditions for grant aid for public works.1hh
Vorks of public utility in the expanding industrial areas would be given

more generous assistance than works in areas which appeared on the Ministry

of Labour's schedule subject to a number of 4::ond:i.t:i.onsa.1l"5 The most

142 PRO LiB 8/218 Review of the Industrial Transference Scheme,

143 PRO C4B 24,/199 CP 409(28) December 18, 1928.

14 Circular is to be found in FRO T 172/1502.

145 For revenue-producing schemes, 50 per cent. of interest and sinking
fund charges were granted for 15 years or the period of the loan,
whichever was less., For non-revenue-producing schemes, the grant
was 75 per cent, of the interest and sinking fund charges for the
first half of the loan period (up to 15 years) and 37% per cent.,
for the remainder of the period (up to 15 years). Schemes in the
depressed areas continued to be financed, but under the former,
less favoursble, terms.
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notable was that at least 50 per cent. of the men to be taken on were

to have been transferred from the Ministry's schedule areas.146 At the
end of 1928, the Ministry of Agriculture and Fisheries adopted the same
procedure, as did the Ministry of Transport, in May, 1929, in connection
with its work on roads and bridges. Thus, the aim of spreading unemploy-
ment was soon brought into a wider plan to develop the already relatively

prosperous areas,

It appears possible that the Govermment had already begun, after the
coal strike of 1926, to tighten the administration of the Poor Law in the
coalfield areas. No more than circumstantial evidence can be adduced,
but the frequent proposal of such a policy in Cabinet memoranda,147 and the
renewed protests of the unemployed during 1928 and 1929 in these areas
suggest that the policy was :'melemen’ced.M'8 From early 1927, greater
stringency had been showvn towards those Boards of Guardians, particularly
in South Vales, which had been considered over-generous with relief bene-
fits; in February, 1927, the Bedwellty Board was superceded by a Ministry
of Health inspector for a period of twelve months;149 on July 1, threats
of similar action were issued to the Bridgend and Cowbridge Boards.15o
There were protests about the administration of the Insurance Acts in
South Vales in Cctober, 1927, and a deputation of miners' leaders and MPs
met the Minister of Labour the following month;151 similar protests were
recorded in Cctober, 1928;152 and Scottish miners marched to London in

Januery, 1929, to protest about the enforcement of the 'not gemuinely

146 The acceleration clause was retained, British materials had to be
used wherever possible, and wages were not to exceed the local
suthority rates, RO T 172/1502 op. cit.

147 FRO CiB 24/189 CP 295(27) op. cit; FPRO CiB 24/190 CP 302(27) op.cit.

148 The unemployed certainly felt themselves oppressed by the authorities
at this time. Maureen Turnbull 'Attitude of Government and Admini-
stration towards the 'Hunger Marches' of the 1920s and 1930s' Journal
of Sogial Policy 2,2 (4pril 1973), 133-5; Val Hannington Never on
Our Knees (1967), 204-20,

149 Vestern 1lail July 1,1927.

150 FRO LB 2/1298 ED 17502/1927.

151 ERC LB 2/1298 ED 17502 1927.

152 FRO LiB 2/1928 ED 32557/2/1928.
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seeking work' clause to disqualify men from unemployment benefits.153
(Under this clause unemployed workers were disallowed benefit for not taking
active steps to find work when receiving insurance and assistance money.
It had been introduced in the Unemployment Insurance ict of 1927, which took
effect from April 19, 1928). Thus, it appeared that the Govermment wes
adopting both the 'push' programme of meking the depressed areas economi-
cally less attractive for the unemployed, and the 'pull' policy of stim-
lating employment prospects in the non-depressed areas.154
Unemployed miners resisted such pressures to move. There were constant
attempts before 1931 to raise the quantity and quality of men offering them-
selves for transfer. Initially, under the Industrial Transference scheme
the Lebour Exchenges in the prosperous areas canvassed local employers for
vacancies and men from the depressed areas received preference if suitable
local applicants could not be found. Many depressed aress men were given
short spells of work on the boosted public works programme in the prosperous
areas, They were expected to take the opportunity of finding industrial
work in the area. Some were taken directly into central govermment contract
work; the lMinister of Labour wrote to the Post Office and the (ffice of
Works asking them to insist that their contractors comply with the recommen-

I: T - - - -
dations of the ITE.15’ In addition, the Prime Minister called on employers

153 Wal Hannington Unemployed Struggles 1919-1936 (1936), 105-205,
154 However, the spell of public works employment was intended merely
as a stepping stone into industrial employment which the men were
to find themselves. The Minister of Labour wrote, "It is necessary
that it should be stated openly at the beginning and emphasised
throughout to the workmen engaged upon it, by action as well as
words, that this programme does not mean the acceptance by the
State of an obligation to find work, or the creation of a substitute
employment merket, or even the provision of a Job at whose
conclusion the men may return home to live on public funds. It is
intended to help the men regain the will and capacity to find work,
and to put them in touch with districts where a man, if he tries, [
can obtain work". FRQ LiB 2/1361 ED 9885/1929. A
155 FRO LiB 2/493 ET 274§/1933. |
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to look to the depressed areas for their new recruits, asking industrialists
in the more prosperous areas to take on one or two ex-miners if possible156
The supply of workers willing to move was not adequate to satisfy official

expectations.

In December, 1928, the Household Removal scheme was introduced.
Grants were given to married men from the scheduled depressed areas towards
the cost of fares to the more prosperous areas to find work; towards the
cost of their lodgings; and towards their removal costs from the depressed
areas.157 In 1929, as has been stated above,158 the Ministry of Labour
opened the transfer scheme, but not the new measures of the Household
Removel scheme, to the iron and steel and shipbuilding industries, In
addition, the work of the Employment Exchanges was increased, Hach division
and the individual Exchanges were given a target number of men from the de-
pressed areas who should be found employment within their boundaries.159
The local offices also had to operate the Relief Vorkers' Register which
contained information about the skills and experience of both local recruits
and transferees employed on the State-financed public works.160 As employ-
ment within their district became available, the Exchange staff would con-
tact suitable applicants from the Register who would be expected to accept

all offers of 'normal industrial employment'.161

The training schemes were also expanded to increase the flow of men

156 FRO CAB 24/196 CP 245(28), July 23, 1928,

157 PRO LiB 2/1327 ITB 147/2 1928 Amd.

158 Supra, 96 ..

459 FRO LAB 2/1325 ED 43518/1929 ED Circular 103/5 October 2, 1928.

160 PRO L4B 2/1212 ET 1124/1932, Notes on Relief Workers' Register,
July 23, 1931.

161 FPRO LiB 2/132L ED 23733/1929, Lebour migration, refusal of other
employment by men employed on relief works.
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into the non-depressed areas.162

A large number of transferred men had
found the physically demanding work too stremuous after periods of unemploy-
ment, and thus, in May, 1929, a new training scheme was begun when the first
Transfer Instructional Centre was opened at Blackpool. Eleven others
followed before the end of 1930. The main object of these centres was to
meke the unemployed in the scheduled areas fit and accustomed once more to
the hours and the discipline of industry.1®3 The longer-established
Governmment Treining Centres had also been adapted to the needs of the trans-
ference scheme, Courses were begun in such trades as oxy-acetylene welding,
electric welding, sheet metal working, coach trimming, precision fitting,
and fitting in all of which the Ministry had detected an unsatisfied and
definite demand for labour.161" By 1929, about 90 per cent. of the places
in the Govermment Training Centres were occupied by men from the depressed
areas, and, in order to increase the intake, the upper age limit for
potential recruits was raised from 25 to 35 (with a limited number of men

up to the age of 45). Special grants were made available to married men to

165

enable them to support their families while they were away from home,

162 The Ministry of Labour had had training responsibilities both during
and after the First World War towards disabled ex-servicemen, In
1925, the programme was expanded to help the large mumber of
unemployed semi- and un-skilled workers who had been unable to
learn a trade because the War and the subsequent depression had
robbed them of the chance of taking an apprenticeship. Two types
of training centre were set up; rural residential centres in East
Anglia to prepare ummarried men for agricultural work in the
Dominions; and two non-residential centres at Birmingham and Wallsend
giving a 'handyman' training for men who lived close enough to
commute each day. In these centres men were taught the use of
tools, workshop practice and disecipline to improve their chances of
finding a job. See the Annual Reports of the Ministry of Labour.
163 Courses lasted from 8 to 10 weeks and consisted largely of outdoor
work such as forestry, road making, excavating and levelling =-
mainly on work for other Govermment departments and local authorities,
16l Report of the Ministry of Labour for the Year 1928 ECmd 3333 19293 38,
165 Report of the Ministry of Labour for the Year 1929 (Cmd 3579 1930 35/6.
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The new Labour Govermment endorsed the continuation of the transfer

programne on October 3, 1929,166 af'ter the Minister of Labour, Margaret

Bondfield, had argued that although the idea was fundamentally sound, the
167

arrangements for transfer needed overhaul, As the depression began to
spread, the problem of finding sufficient men and placing them in the re-
latively prosperous areas became increasingly difficult. The spell of em-
ployment on relief works was cut to two weeks before discharge.168 In
September, 1929, the important step was taken of scheduling the whole of the
five counties (Lanark, Northumberland, Durham, Glamorgan, Monmouth) contain-
ing the majority of the areas regarded as depressed for the scheme.169
Sanction was also given in October, 1930, for the inclusion of depressed

cotton districts in the schedule, although the alteration was kept confi-

dential by the Labour Government for fear of antagonising the trade unions.170
Treasury approval was given for free fares from Lancashire and adjoining
textile counties,171 the Household Removal scheme was opened to married
workers who had been largely unemployed in the previous four months to try
172

to maeke some inroads on the short-time workers or the temporarily unemployed;
and the payment of these grants was extended to allow for a longer period in
which to find accommodation.173 In September, 1929, those under 16 years
of age became eligible for grants to move from Wales to the South East.17h

These numerous changes had a single aim, to speed the elimination of the

unemployment black spots in the depressed areas.

Unfortunately, the expansion in the scheme tended to increase the

166 FRO CAB 23/62 Cabinet 40(29) October 3, 1929,

167 PRO C:iB gyzou CP 187(29) Memorandum July 1, 1929.

168 PFRO LB 2/1324 ED 23733/1929 op. cit.

169 TFRO LiB 2/1327 ITB 147/2 1928(Amd) Memorandum September, 1929.

170 FRO L4B 2/2037 ET 4934 1934(Amd, ) Circular 103/39 October 16, 1930.
171 FRO LB 2/1293 ETJ 462

172 PRO LB 2/1273 ET 725

173 PRO LiB 2/1293 EIJ 462 op. cit.

174 PRO LiB 2/1293 EIJ 922,
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opposition to it, Trade unions began to express fears for their wage
rates and conditions;.175 The transferred men were encountering extreme

difficulty in finding Jjobs and housing in the areas to which they had been
176

moved. Pressure was also exerted by local authorities who were finding
it increasingly difficult to provide work for the unemployed within their
ovn districts and for the influx of men from the depressed areas. (The
employment of a proportion of men from the depressed areas was one of the
conditions for more generous grant aid). Poplar Borough council protested
about the importation of workers from the depressed areas to undertake work

177

on the River Lee Conservancy scheme, this was but one voice in a growing
chorus. As unemployment had begun to rise, the limitations of a trans-
ference policy became apparent; local authorities were not suomitting
enough schemes of work, the lag between the planning of a scheme and the
eventuel start of work was thought to be too long, and local authority plans

178 To try to over-

were not big enough in a time of rising unemployment.,
come some of these difficulties, the Govermment called conference with re-
presentatives of local authorities at the Guildhell in London on June 25,1930,
The audience heard statements from the Ministers of Health and Transport who
announced that the Govermment would no longer require the employment of
transferred men as a condition for more favourable grant aid, The Minister
of Health also announced that the Govermment proposed to set aside a

limited sum to enable the local authorities with the highest rates of un-

179

employment to receive grants for the whole cost of approved schemes.

This relaxation meant the end of transference as criginally conceived but

175 See the Sixty~First snnual Trades Union Congress Report (1929),116/7.

176 FRO L4B 2/2121 EM 2583/1944 lay 30, 1929,

177 PRO LiB 2/1212 ET 5085/1930.

178 See FRO CiB 24/212 CP 193(30) Unemployment Policy; Recommendations
of a Conference of Ministers, June 3, 1930.

179 Statement at the Meeting with Local Authorities on 25th June,1930,
regarding works for the relief of unemployment (Cmd 3616 1930),5.
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the work was accelerated, with the peak of employment on UGC-financed

180 With un-

schemes being reached in March, 1931, at 59,000 men in work.
employment approaching two millions the contribution of such measures in
reducing the growing numbers of unemployed was insignificant.

Transference had rapidly developed to become the leading Government
policy against regional unemployment, It appeared to be well-suited to
combat regional/structur&l unemployment whilst allowing cost reduction to
proceed. The reliance placed on this policy by Govermment can be seen in
the concerted attempt to expand the policy. Transference seems to have
gained official support despite its theoretical weaknesses. Little attention
had been paid to finding permenent Jjobs for transferees, and the social
capital requirements of the scheduled depressed areas were completely ig-
nored, It was possible to maintain this commitment to transference only
for as long as the export industries remained the main hope of revival in
the desprssed areas, Unfortunately for the depressed areas this hope
tended to strengthen under the pressure of rising unemployment during the

slump years of the early thirties, as will be seen in the next section.

The Labour Govermment and the Slump.

It has been suggested that conditions in the export industries and their
relative cost levels were the principal factors dictating the timing and con-
tent of regional policy during the early and middle twenties, The General
Election of 1929 offers an excellent opportunity of assessing progress in
policy since unemployment was a major issue in the campaign, which tended to
centre on the Liberal manifesto - the celebrated Orange Book.181 The
Liberals planned to secure greater freedom in world trade and to stabilise

world prices.182 On the domestic front, the aim was to stabilise the home

180 UGC Final Report op. cit.,10,
181 We Can Conguer Unemployment (1929).
182 1Ibid., 7.
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price level, make lending easier, and to assist in the redistribution of the
workforce. The most dramatic proposals, were contained in a two-year prog-
remme of public works including road and bridge building, electric power
generation, telephone development, land drainage, housing programmes, and

163 The Liberals

improvements for London's road and underground systems.
planned to raise the school leaving age, help emigrants, and to introduce
special aid for the coal mining industry., The wholeAgramme was to be fin-
anced out of savings in unemployment benefits, increased revenues from

184

texation, and government borrowing., These proposals hesitantly suggest
that future development must concentrate more on the home market, but the
emphasis on international and industrial policies indicate that the trans-
formation was not complete. Since the policies were inevitably linked
with Lloyd George, who was by this time deeply mistrusted by the electorate,
and were designed to profoundly shock orthodox opinion,185 the document's
reputation as an early expansionist manifesto seems somewhat unearned.186
Labour also intended to undertake a progremme of national development
works; to give specific aid to the coal mining industry; and, like the
Liberals, they planned to introduce a number of policies to reduce the size

187

of the workforce. The Conservative Party had to stend by its record

since 1925, and could point to a series of useful measures and & steady in-
crease in the numbers employed. The Conservative policy was most coherently

stated in the famous White Paper issued in response to the Liberal proposals.188

183 Ibid., 13-50.

184 Ibid., 58-61.

185 The Treasury copy has "Extravagance, Inflation, BANKRUPTCY™ written
across the front page by Sir Richard Hopkins. FRO T 175/26
Unemployment Memoranda on the Situation 1928-1930.

186 Hancock points out that neither the scale of the progremme nor its
duration warrant any hope that the programme would have supplied
a "solution" to the unemployment problem. (1960) op. cit, 320,

187 Labour and the llation (1929)

188 Memoranda on Certain Proposals Relating to Unemployment (Cmd 3331 1929).
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The Conservative argument was that only by concentration on the competitive
position of the depressed industries was any reduction in the rate of unem-
ployment likely to be found.

“The fact is that from whatever angle one looks at the unemployment
problem, one is always forced to the conclusion that the prineipal
(though not, of course, the only) cause of our difficulties is to
be found in the fact that in many branches particularly of our heavy
industries our costs of production (turning upon organisation and
efficiency of both cepital and labour) still tend to be excessive,
and that these difficulties cannot be solved until these costs have
been placed on z competitive level®.189

One of the main justifications of the industrizl policy had been that, by

assisting industry to reduce excess capacity, lower costs of production

1
would prevail,

All parties concentrated, to a large extent, on the efficiency of the
export industries, and not even the Liberals advocated the home-market,
managed economy to help depressed areas. The return of a minority Labour
Govermment, perhaps reflected the inability of the parties to convince the
electorate that the cause of unemployment were fully understood and that

the policies proposed were adequate.

The Laebour Government seem to have analysed the position in exactly the
same manner as their predecessors - their policies were almost identical.
Pirstly, they tried to ease conditions for the basic industries in world
markets. The President of the Board of Trade went to the Geneva conference
on international trade and proposed that all nations should agree to a tariff

19
truce for two years while they planned phased reductions in tariff levels.

189 Ibid, 52. g

190 However much the govermment spokesmen might claim that wages were too high
there was never any question of government intervention to help indus-
trialists to force rates down. Throughout the general strike, for
example, the government took care to present itself as above the
industrial battle, See A, Mason "The Govermment and the General Strike
I.R.S.H. 14 (1969), 17.

191 Robert Skidelsky Politicians and the Slump: The Labour Govermment of 1929-
1931 (Harmondsworth 1970), 171.
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An Overseas Trade Development Council was formed in April, 1930, to assist the
Department of Overseas Trade in a survey of foreign markets, whilst trade
missions were sent abroad and investigations of foreign demand were under-

taken for particular industries.192

Like their predecessors the Lebour leaders devoted most of their time
to efficiency in the basic industries. J.I.Thomas, who was responsible for
Govermment policy on unemployment, was particularly interested in the rational-
isation movement and co-operated with Norman at the Bank of England to
establish the Bankers Industrial Development Company.193 Their aim was to
help in the re-organisation of the depressed export industries to lower
costs of production. Like the Conservatives Labour did not give enough
consideration to the possibility of a contradiction between the aim of lower-—
ing unemployment and the practice of raising efficiency by reducing capacity,

and thus, jobs.

Other Ministers supported this policy. At the luncheon meetings for
economists and businessmen which preceded the setting up of the Economic
Advisory Council, MacDonald proposed that the body which he aimed to esteblish
should have a two-fold purpose; (a) to examine the competitive position of
various industries; and (b) to make public prencuncements with the object
of putting faith and spirit into industrialists.19# His real interest was
to find some way of bringing pressure to bear on the 1eaders of industry to
re-organise their own trades.195 But in the case of the cocal industry,
following the precedent of the Baldwin administration, the Labour Government

were not content to merely advise and recommend.

192 Statement of the Principal lMeasures taken by .1l Govermment in
connection with Unemployment (Cmd 3746 19305, 12,
195 cmd 37 OPe Cit, 11"'12.

194 Thomas Jones VWhitehall Di (edited by Keith Middlemas) Vol,II
1926-1930 (1969), 219-220.
195 Ibid, 221.
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The Coal lines &ct of 1930 was one of a series of measures in all
the export industries which aimed to encourage,or in this case, compel,
amalgemation so that small, inefficient producers could be eliminated,
price~cutting ended, profits built up and more efficient production methods
established. Part I of the Act set up a compulsory cartel scheme, and
fixed a system of production quotas at all levels throughout the industry,
This section of the Act was undoubtedly an attempt to allow profits and
prices to be maintained and hence help to reverse the decline of employment
in the pits. This was also the aim of a reduction in the number of hours
per shift to 7% in Part IIT of the Act.197 The permanent cure for the
economic ills of the industry was to be re-organisation into larger units
under the aegis of the Coal Mines Re-organisation Commission, set up under
Part II of the Act, Leabour obviously had similar plans for cotton tex-
tiles with the formation of the Clynes committee to investigate the

industry.198

This continued concentration on the rationalisation of the export

industries reflects the deep commitment to such a policy among some of the

199

leading figures in the party; }NacDonald, Snowden, and Thomas. However,

196 This was the argument adopted by William Graham, President of the Board
of Trade, when he introduced the Second Reading of the Bill in the
Commons. Hansard (Commons), Volume 223, 1245-127k, December 17,1929,

197 However, in all dealings between Parliament and the mining industry
between the wars there were always influences operating other than
those which can be classed as strictly economic. The alteration
of the duration of the shifts was, in part, an attempt to show the
good will of the Govermment towards the miners by reversing the
increase in shift times demanded by the Conservative Govermment follow-
ing the general strike. :

198 The Committee recommended that amalgamations be encouraged, that
financial re-organisation was also urgently needed, and that the
industry be encouraged to install more modern machinery, Report of
the Committee on the Cotton Industry (Cmd 3615 1930).

199 Thomas had written a memorandum to the Cabinet which stated "My view is
that the root cause of our unemployment is the weakened position of our
export trades in the world's markets since the war. Unproductive ex-
penditure at home can only add to this weakness.....l believe that the
only sound policy of dealing with the present situation is one which,
while giving the fullest possible scope to our home resources and means

of production, is aimed primerily at the restoration of the competitive
efficiency of our export trades". FRC CAB 24/207 CB 345 (29) November 29,

1929.
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there were dissenting voices both in Parliament and among influential

opinion in the country.200 The rebellion of tne Junior Ministers Mosley,

2"

Lansbury, and Johnston in the debate over the 'Mosley Memorandum' has

been covered in detail by Skidelsky in his work on the second Labour admini-

stration.202

Mosley questioned of the continuation of the policy of
previous Govermments. He doubted the wisdom of rationslisation, as a short-
term policy and he rejected the 'fetish of the export trades' in favour of
encouraging domestic agriculture and industry behind tariff protection and

203 However, Mosley failed to convince the Cabinet, the

import controls.
Parliasmentary Labour Party, and the Labour Party Annual Conference to accept
his views which, if they had been implemented, might have led to the much
earlier implementation of regional diversification.

Mosley's atteck on entrenched beliefs does seem to have had some in-
direct success. In a paper to the Economic advisory Council on the
development of new industries, H.D.Illenderson noted that much less attention
had been paid to the promotion of new industries than had been expended on

A In 1930 the Labour Govermment first investigated the

the export trades,
possibility of taking new industries to the depressed areas. At this time,
the cotton textile zones were regarded as depressed areas to rival South

Wales and.Durham.205 Labour asked their advisers to examine how to attract

200 The New Statesman, for example was a severe critic of the approach
adopted by Thomas., Early in the term of office the Jjournal wrote
"le fear, in fact, that the Govermment is minded to approach the un-
employment question, not indeed with the futility that characterised
its handling under lMr, Baldwin, but still largely in the wrong way.
Mr. Thomas's eyes are still fixed mainly on overseas markets; and he
is inclined to Jjudge the desirability of expenditure in relation to its
direct effects in the stimulation of overseas trade®. November 9, 1929.

201 FRO C4B 24/209 CP 31(30).

202 Cp., cit, 190-21L.

203 Ibid, 198-201.

204 Hubert Douglas Henderson The Inter-iiar Years and Cther Papers
(Cxford 1955), 61-65.

205 At a Cabinet Unemployment Committee meeting MacDonald asked for plans
to be formulated on the unemployment position in Lancashire, suggesting
public concern on the issue. FRC C.B 21/330 Conference of Ministers,
June 16, 1930,
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new industries to the depressed areas. Sir Horace Wilson presented an
impressive memorandum which raised all the questions which were again to

be mooted during the late thirties.206

Wilson drew rather discouraging
conclusions regarding the wisdom of embarking on such a policy; neverthe-
less, the Govermment compromised by begimming negotiations with represen-~
tatives of Slough Estates Ltd., to establish a trading estate in Lancashire.207

These talks were begun only a few months before the Govermment's collapse,

The new approach failed to make substantial headway even in the
financial crisis of 1931, when many of the institutional changes which Mosley
had advocated earlier, were forced upon the National Govermment. The
opportunity for domestic development was not appreciated immediately. It
is likely that the depreciation of sterling in the first few months after
the suspension of the gold standard was permitted in order to ease the
difficulties of the export industries.208 and a dramatic improvement was
shown by the textile industries and by iron and stee1.209 One of the
Justifications of the tariff was its use as a lever to negotiate with other

210 and within a short time

countries over markets for the export industries.,
the Government had concluded a2 number of arrangements to guarantee access to
imports of British t:oamil..211 However, by driving the Polish coal exporters

from these Scandinavian markets, they were encouraged to compete with South

206 Wilson asked; what is a new industry; how are the assisted areas to
be delimited; what forms of assistance were practicable? He con-
sidered rate relief, grants for services, and grants for factory
building. FRO GAB 27/390 DU 41(29) Inter-Departmental Committee on
Unemployment July 13, 1929.

207 FRO CAB 27/438 UP 30 Series, Panel of Ministers on Unemployment
January 29, 1931. FRO BT 56/38.

208 Lowell M.Pumphrey "The Exchange Equalisation Account of Great Britain
1932-1939" American Emonomic Review XXXII (1942), 806-8.

209 The Economist Commercial History and Review of 1931, 4.

210 Hansard (Commons) Volume 261, 1297, February 15, 1932.

211 Agreement between the Govermment of the UK and the Govermment of Demmark

Relating to Trade and Commerce (C'md 1;293 19335 ; Agreement between the
Goverment of the UK and the Norwegian Govermnment Relating to Trade and

Commerce (Cmd 4323 1933); Agreement between the Govermment of the UK and
the Goverrment of Sweden Relating to irade and Commerce (Cmd 432L 1933).
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212

Wales exporters in their traditional markets in Spain. The tariff

was also used as a bargaining weapon at the Ottawa Imperial Conference, but
only very limited success was achieved.213

The collapse of world trade necessitating a more domestically oriented
economic policy was the most significant result for regional planning. The
protection and expansion of home agriculture and fervous metal industries
mexrk the first substantial moves in this direction.

In the circumstances of the twenties the policies adopted were not
without virtue. The post 1945 history of GATT, trading blocs, and customs
areas suggests that a reduction in protection is a desirable goal of policy
for economies which are far more domestically-oriented than was Britain in
the twenties., Similarly, post Second VYorld War experience has shown the
value of stable world currency relationships. There is no doubt, also,
that the export industries needed to raise their productivity levels. Nor
should the achievements of the decade be denigrated - the numbers in employ-
ment increased throughout the twenties and many of the depressed staple

21k The policies of the

industries made reasonable productivity advénces.
twenties were not reprehensible for what was achieved, but, rather, for what
was not done. The continued failure to make fuller use of available re-
sources is an adequate testimony to the shortcomings of policy. Until the
stranglehold of the export industries and their costs of production was broken,

the army of the unemployed in the regions remained a feature of DBritish

economic and social life,

Throughout the twenties, Govermments looked for more effective methods

of dealing with the unemployed in the depressed areas. In the early years

212 Jones et al. op. cit, 177.

213 Ian M.Drummond British Economic Policy and the Empire 1919-1939
(1972), 89-120,

214 Supra, Chapter Une.




111

it appeared that if costs in the staple industries could be reduced,
cyclical recovery would begin. The policies which had been developed in
previous downturns to tide the unemployed over until recovery began, were
re-introduced. As 1t became clear that the worst aspects of the unemploy-
ment problem were structural and regional in character a new policy,
industrial transference, was developed. This scheme expanded rapidly to
become as important as the export industry programme in reducing unemploy-
ment in the depressed areas. It aimed to accelerate the drift of popu-
lation from the coalfields and involved giving a lower priority to much-
needed infrastructure improvements in the regions than in the relatively
prosperous zones. A programme of taking work to unemployed workers was
unlikely to evolve during this period, as the record of the second Labour
Govermment suggests. Until the Govermment's turned more to the home market,
fears of upsetting the cost-reduction process precluded a more extensive
development programme for the depressed areas. An earlier decision in
favour of protection might have heralded a new approach, butvan examination
of the experience of the thirties will show that an industrial location

policy evolved only slowly.
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TABLE XI
Lebour Exchange statistiecs, 1920-1929.

Offices open at Registration Vacancies Vacancies

end of year of workers notified filled

Year Ixchanges Branch thousands thousands thousands
1920 107 950 4,571 1,312 oL2
1922 379 766 8,969 859 716
1923 3835 777 8,952 1,060 N7
1924 382 772 11,447 1,369 1,165
1925 L0 756 11,715 1,510 1,306
1927 13 750 - 1,459 1,274
1928 113 7 - 1,536 1,351
1929 17 745 - 1,863 1,631

Source: V.H.Beveridge Unemployment: A Problem of Industry (1930 edn.),

305.
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Sums guaranteed under the Trade facilities ~cts 1921 to 1926

Object Tumber of Amount
Guarantees £m,
Ships L7 20.79
Shipyeards L 2,64
Underground Railways 5 12.58
Overseas Railways 5 6.23
Electricity at home 19 6.87
Electricity overseas 11 8.38
Canals, docks and sewerage 13 1 o'H
Sugar Factories 8 2.42
Ifiscellanous 50 12.42
TOTAL 162 74.25

Source: R.F.Bretherton, P.A.Burchardt, R.3.G.Rutherford Fublic Invesgtment
and the Trade Cycle in Great Britain (Oxford 1941),378.
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TABLE XITIT

Passenger movement between the United Kingdom and the rest of the world:
net movement of British and aliens.

1906 194,350 1925 83,950
1907 231,564 1926 115,989
1908 67,756 1927 75,44
1909 118,790 1928 58,351
1910 207,416 1929 63,345
1941 251,151 1930 -7,511
1912 2l1 , 734 1931 -85,010
1913 203,611 1932 -68,810
1921 125,153 1933 -4.0,752
1922 100,077 193h 42,147
1923 196,184 1935 =37 513k
1924 75,08 1936 -1 ,037

- denotes net influx of passengers.

Source: FRO HLG 27/30 Memorandum of Evidence Submitted to the Royal
Commission on the Distribution of the Industrial Population.
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CHAPTER FOUR

The Special Areas (Development and Improvement) Act, 1934

Some authors have suggested that the passage of the Special Areas
(Development and Improvement) Act of 1934 is the origin of modern
regional policy.1 In the two preceding chapters, however, it was
argued that there are clearly discernible elements of regionally-oriented
long-term and short-term policies during the twenties. The revival of
official concern in the economic and social condition of the depressed
areas in 1934 resulting in the passing of the Special Areas legislation
must, therefore be related both to contemporary conditions and to
the experience of the earlier period. The timing of the Act, at the
end of 1934, seems at first glance to be somewhat surprising because
unemployment rates in the depressed regions had already begun to fall
and the peak levels had been recorded two years earlier, The exclusion
of such areas as the textile towns of Lancashire, the Teeside area of
County Durham, and the western section of the South Wales coalfield
(all of which had been sufficiently depressed to warrant specialhaid
during the earlier period) also requires further examination, as does
the decision to return to the unsuccessful policies of the previous
decade - small-scale public works, land settlement, and appeals to
industrialists to locate their factories in the depressed areas. The
Act of 1934 can be seen as the culmination of the social short-term

policies discussed in the previous chapter, and was implemented at

1 Supra, Chapter One, Part One.
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a time when concern was mounting over the plight of men who had suffered
long spells of unemployment and who were isolated in small towns and

villages where the main source of employment had been permanently closed.

The Timing of the Act

In the previous chapter it was argued that the depression brought an
end to the slow growth of policies to reduce unemployment in the depressed
areas when rising national average insured unemployment rates induced the
Labour Govermment to abandon the regional elements of its relief works and
transference policies. The intensification of retrenchment following the
financial and political crisis of 1931 hit the remnants of the regional
policy particularly severely; the Unemployment Grants Committee was wound
up and several training centres were closed. The commitment to parsimony
was so pervasive that Britain, unlike some other western countries, did not
emerge from this period of depression with a once-and-for-all increase in
the relative level of central Govermment expenditure.2 In Britain, the aim
was to reduce the level of Govermment spending to restore investment
confidence. In other countries, however, unemployment was seen as a crisis
of similar proportions to that of a major war, and led to greater central
intervention.3 The comparative increase in unemployment was much less in
Britain than in many other countries, but egqual weight must be given in any
explanation to the hold of 'orthodox' finance over the Treasury and senior
Cabinet Ministers throughout much of the interwar period. The opposition
to an expansionist policy had become so entrenched during the twenties and
the years of crisis that the rise in the unemployment rates was insufficient

to compel an expansion of central Goverrmment expenditure.

2 Alan T Peacock and Jack Wiseman The Growth of Public Expenditure in the
United Kingdom (2nd Edition 1967), 62.
3 Tbid, 50-63.
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Government opposition to a 'New Deal' type of public works programme
was a major obstacle to the growth of amy sort of regional policy during
the early thirties. Woxk continued to be finananced by central and local
government, but there is no evidence of a significant expansion to the
effort. The regional programme tended rather to be cut back as local
authority work was discouraged in the economy cuts, and remained out of
favour during the first half of the thirties.4 These cuts restricted the
volume of itransference which had earlier depended upon work creation in
the more prosperous areas.5 The transference scheme was not withdrawn,
but the chances of securing employment outside the coalfields were remote
and the mumber of unemployed workers making use of the facilities fell

to a comparative t:r:ickle.6

The economic conditions of the early thirties afflicted the regions
with particular severity. The depression and the international reactions
resulted in a lower level of world trade, compounding the difficulties
of the export industries which had already experienced difficulties in

meeting international competition in the previous decade. With the

4 TNeville Chamberlain had reported to the World Economic Conference that
in Britain the opportunity of finding 'self-supporting' schemes of
public works had been exhausted by the acceleration of the programme
since 1928, In view of the atrocious economic and social conditions
in the depressed areas and the unwillingness of Governments to
undertake the planning and administration of the work and to supervise
it themselves, his contention that all the available schemes had
already been carried out seems wildly inaccurate. Statement of the

Chancellor of the Exchequer at the lMonetaxry and Economic Conference
on 14th June, 1 s ZCmd 4357 19335, e
5 Supre, 76/1.

6 Table XVI, infra, 204.
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reallocation of consumers' expenditure towards durable goods and the
relative stability of aggregate consumption throughout the depression,
the mass-market consumer durable sector emerged from the downswing
comparatively unscathed and production began to accelerate more rapidly

7 Table XIV

than in the typical industries of the depressed areas.
suggests that the loss of employment in the southern half of the
country was less marked than in the depressed areas and that the 1929

level of employment was regained much more quickly than in the 'Celtic

fringe' regions.

Whilst it was apparent to all that economic recovery was firmly
established in the southern half of the country, it seemed that the
coalfield areas would remain depressed. The gap in the economic
conditions between the relatively prosperous and the relatively depressed
areas seemed to be widening in 1933/34; the 1929 volume of insured
workers ih employment had been surpassed in all the prosperous areas
whilst in the distressed regions the 1934 level was still approximately
only 90 per cent. of the 1929 figure. Thus, the first element in the
revival of official concern over regional unemployment, lay in worries
about the persistently high rates of unemployment in the export

industries and in the depressed areas.8

The trends in the growth of employment explain, in part, the second

novel factor in the situation of the middle thirties; long-term

7 H W Richardson 'The Role of Consumption in Interwar Fluctuations' in
Derek H Aldcroft and Peter Fearon (eds) British Economic Fluctuations
1790-1939 (1972), 161-187.

8 The Times, June 23, 1933; and the speech by Lawson (Labour Chester-
le- Street) Hansard (Commons) Vol. 287, 1398, March 22, 1934.
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unemployment, The Ministry of Labour first took a sample of the
unemployed in September, 1929 to gain information about the duration of
unemployment and concluded that there were approximately 45,000 insured
workers who had been out of a job for longer than one year. During and
after the depression the numbers of long-term unemployed rose dramatically,
further surveys suggested totals of 300,000 insured out of work for more
than twelve months in September 1931; more accurate counts at the Labour
Exchanges gave figures for June, 1932, of 337,000 and almost 483,000 in
May, 1933.9 In a region whose main industries were unable to provide
the volume of employment of previous years and where, for geographical
and economic reasons, the industrial structure tended to be narrow and
concentrated, once a man was made unemployed his chances of finding
further employment in his former industry and employment area were not
good, especially if he were unskilled or nearing retirement age. These
categories of workers, therefore, faced long periods of unemployment
which, in the opinion of employers,administrators and commentators,
rendered these men 'unemployable‘.1o The number of long-term unemplgred
remained obstinately high when recovery had begun and unemployment
percentages were falling.11 As this analysis suggests, the long-term
unemployed were concentrated in the depressed areas,12 although they
were to be found in all administrative regions."3 This was the second
factor which, apparently more intransigent in the 1930s, tended to
concentrate attention once more upon the plight of the depressed areas

in the post-slump period.

9 Hansard (Commons) Vol. 279, 913/4, June 22, 1933.

10 See The Times, December 12, 1929; PRO CAB 24/240 CP108(35)Public
Assistance and Distressed Areas, Memo. by Minister of Health "...we
have to provide for large numbers of persons....for whom, even on the
most hopeful calculations, unemployment is not likely to be merely a
fleeting evil., Meanwhile they suffer from the deteriorating effects
of idleness".

11 Supra, Chapter One, Part Two, footnote 90, p 30.

12 Infra, Chapter Eight.
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Confronted by these novel features, the Govermment appears to have
accepted that heavy unemployment would persist, Neville Chamberlain told
the Commons in February, 1933, that he could not foresee, "the reduction

14 Thus,

of unemployment to a comparatively small figure" within ten years.
the Government seems to have been prepared to accept that life for a
minority of the workforce would be outside the industrial labour force.
This conclusion is of considerable importance in understanding subsequent
Government policy towards the unemployed in the depressed areas. The
problem was once more framed in social terms; how to cope with the large

numbers of unemployed men in the coalfields. There were few attempts to

promote the long-term economic development of the depressed regions.

However, there were considerable pressures on the Govermment to revise
their attitudes. As in the twenties, the unemployed registered their
disapproval of official policy by taking to the streets on hunger marches.,
They also pressed for a more generous policy through their Parliamentary
representatives, but these constituencies had played their part in bringing
the National Government to power and maintaining it in office. After 1931
only South Wales remained a substantial stronghold of a much-weakened

Labour Party.15 The unemployed felt remote from the centre of politics

13 There were long-term unemployed found in Greenwich by B Wight Bakke
The Unemployed Man: A Social Study (1933), 49; and a Pilgrim Trust
report asserted that there was a hard core of long-term unemployed men
in every town, Men Without Work (Cambridge 1938), 14.

14 Hansard (Commons), Volume 274, 1215, February 16, 1933.

15 1In 1931, the Labour Party returned 52 MPs of whom 18 represented Welsh
constituencies. Strength in the North of England had been reduced
from 108 to 15 MPs and in Scotland from 37 to 7 vis-a-vis results in
1929, 1In 1935, gains were made in both these areas and in the
Midlands, but the 1929 level was not again reached in the interwar
period.
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but wished to impress the details of their plight on the remainder of the
country. The feeling that those living in the South were not fully aware
of the true conditions in the depressed areas was widespread and, perhaps,
justified.16 The focal point of the dissatisfaction and frustration of the
unemployed was the working of the Unemployment Insurance and Transitional
Benefits schemes, Marching tended to be a rather blunt form of making a
protest and better suited to the defensive tactic of registering disapproval
of Government policy than to pressing positive demands. It reached peak
intensity in the early twenties(for the extension of Insurance against
unemployment), in the late twenties (over Tory unemployment policy), and
throughout the years 1931-35 over unemployment policy in general. In 1932,
in the provinces there were protests at the operation of the Household
Means Test and fierce clashes with the police often resulted., A further
series of marches converging on London was arranged during the autumn of
1932, The National Unemployed Workers Movement, and its Commumist

leader Walter Hamnington took a major part in this struggle. Hannington
wrote of this stage of the protest,

"Whilst the struggles of the unemployed were raging in Birkenhead and
Belfast, the army of hunger marchers from all parts of the country
was moving down the main roads to London, rousing millions of the
workers in towns and villages against the Means Test and Benefit

17

cuts".

16 The Times, March 20, 1934, in a leading article 'Places without a
Future: Desolate Durham' made much of the belief that London and
Westminster had no idea of the troubles of the industrial North.
However, the various hunger marches, official surveys, Government
legislation, and the earlier Times exercise in 1928 (See Chapter 3)
had helped to educate public opinion.

17 Wal Hannington Unemployed Struggles 1919-1936 (1936), 243.
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Once more, violence erupted with clashes between the marchers and police
in Hyde Park. Despite this friction with the police, the decision of

the Ministry of Labour not to pay benefit to marchers in transit, the
demunciation of the march by certain Conservative members of Parliament:8
and the professed intention of the Govermment to review the law about
such protests,19 the unemployed were so determined to make their views
known in this manner that, as Hannington pointed out, in January, 1933,
thousands were marching daily.zo There is evidence to suggest that

these methods, the awareness of the growing proportion of long-term
unemployed, and the apparent relative worsening of economic circumstances
in the depressed areas, had begun to win sympathy for the unemployed in
public opinion. 1In the early spring of 1934, the Govermment had not yet
acted to the satisfaction of the unemployed and the National Unemployed
Workers Movement (NUWM) organised a march in February, 1934, to press

for a restoration of the 10 per cent. cuts in benefit, made soon after
the National Govermment came to office in 1931, Although the press
denounced the march in much the same terms as on previous eccasions,21

a group of writers, lawyers, and politicians wrote to the newspapers

announcing that they had formed a Council for Civil Liberties and that

18 Hansard (Commons), Vol., 270, 1485, Sir William Davison claimed that
the marchers were directly organised by the Third International,
November 10, 1932.

19 The Cabinet discussed the legal position and decided that it would
be unwise to tamper with the right of assembly and that their recently
introduced measure denying marchers the right to draw benefit en
route was unlikely to have any positive results. PRO CAB 24/235 CP
434232) Cabinet Committee on Hunger Marches, Interim Report.

20 Hannington op. cit. (1936), 307.

21 The Times, February 19,1934, called it a "shameless manoeuvre to make
political capital out of the individual hardships of unemployed
people".
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they would vigilantly observe the behaviour of the police when the

marchers reached London.22

From the spring of 1933 onwards, when it had become clear that the
depths of the depression had passed, the press had begun to become more
critical of the Govermment's apparent inaction towards the unemployed.
The most persistent criticism came, not unnaturally, from those
publications which had been advocating expansionary measures in order to

boost recovery. The Economist of February, 1933, described the abject

failure of Neville Chamberlain and Hilton Young "to put forward a
single constructive suggestion for increasing employment in this country.

Instead, they contented themselves with reiterating the barren plea

23

that the policy of relief works had been tried and failed". Later

that year, the Times added its contribution to the chorus of complaint.

",eeepublic policy and public expenditure must be so directed that
the disabilities and burdens upon industry may be lightened and
that thus the unemployed may be given the best salve to mind and

body alike, which is the hope of a job".24

Criticism increased as the Government seemed to ignore opportunities to

introduce positive policies to reduce unemployment, The Economist of

June %0, 1934, lamented,

"The general toniceffect of this housing expansion could well be
supplemented by public works of various kinds. For the time being
the Goverrment is apparently still averse to a considerable increase
of public investment in spite of the attraction of low rates of
interest., Road building, however, is still continuing on a

considerable scale, and if this were supplemented by the development

22 Noreen Branson and Margot Heinemann Britain in the Nineteen Thirties
(1971), 31.

23 The Economist, February 25, 1933.

24 The Times, July 10, 1933.
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of other public services of various kinds - increased water supply,
land drainage, bridge building, etc. - the public works contracting

and building trades could, without doubt, ensure some further

25

expansion of Britain's home market generally".
This article followed a similarly-worded attack on Chamberlain for
having introduced an orthodox Budget, and having declined to run a

26

Budget deficit to boost the economic recovery.

A certain degree of protest was also expressed through orthodox
political channels. Despite the overwhelming majority enjoyed by the
National Government in the Commons after 1931, Govermment Ministers were
frequently criticised in the House for the inadequacy of their measures
for dealing with unemployment., Between February and July, 1933, the
Labour Party forced eight debates on the unemployment situation and

2T In the

urged constantly that the public works policy be expanded.
debate on February 15,1933, the Labour MP for Spennymoor, Batey,

asserted that the Govermment had done nothing for the unemployed, except

to make their conditions worse. He stressed that unemployment should be

a national responsibility and not be passed on to the local authorities,

industry and commerce.28 A more forceful Government policy was advocated

9

not only by the Liberals,2 but by a group of expansionists from the

Government's own back benches., Harold MacMillan, for example, wanted
30

strong measures to increase consumption and to increase the price level,

25 The Bconomist, June 30, 1934.

26 The Economist, April 21, 1934.

27 The Labour Party Report of the 33rd Annual Conference (1933), 74-7.
28 Hansard (Commons), Vol. 274, 1048-50, February 15, 1933.

29 The Liberal Magazine March, 1933, 97.

30 Hansard (Commons) Vol, 274, 1084, February 15, 1933.
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From the Labour benches, Rhys Davies was most constructive in advocating
that the example of the USA be followed and a Budget deficit be incurred
51

in order to finance work for the unemployed. Thus, a wide variety of
expedients, ranging from more vigorous rationalisation to a central-
isation of the Poor Law system, was proposed. A return to the policy

" of the twenties, rather than a search for methods of taking work to the

depressed areas, was the wish of the majority.

The experiments conducted in other countries were keenly observed
by many individuals and organisations in Britain and provided ammunition
for those who contended that the Govermment should take a more active
role to reduce unemployment., Pollard asserts that the first large-scale
measures of the 'New Deal' sufficiently impressed the trade union
movement that they demanded similar action from the British Governmenz?
It is likely that the comparison between the apparent willingness of
the British administration to tolerate heavy unemployment, and the
experimental measures enacted by Roosevelt, Schacht and others was an

additional factor in the crescendo of demands for a redefinition of

Government policy during 1933 and 1934.

A further element in this mounting pressure on the National
Government was an awareness of the difficulty with which local admin-
istration and services were maintained in the depressed areas, Some of

these local councils and other administrative bodies had had to support

31 Hansard (Commons) Vol. 276, 342, March 22, 1933,
32 Sidney Pollard 'Trade Union Reactions to the Economic Crisis!'
Journal of Contemporary History IV (1969), 112,




126

a large number of unemployed since the mid-1920s, hence the strain on
local social welfare institutions was immense., The closure of factories
in the depressed areas and the emigration of the wealthier strata of

the community had led to a smaller income from rates at a time when
the demand for services was heavy and likely to increase, Hence, rates
in the depressed areas tended to be higher than in other parts of the
country, and it was feared that these higher rate demands were acting as
a disincentive to industry to locate in the regions. Thus, there were
persistent demands for grants to relieve this burden and the “inister
of Health reported to the Cabinet on June 17, 1933,

"During the last twelve months I have been strongly pressed by a
group of local authorities and of Members representing the most
hardly hit industrial areas, to afford those areas a special measure

33

of financial help".
The reforms instituted in the Rating and Valuation Act of 1928, and in
the Local Govermment Act of 1929, (both of which, significantly, owe
much to Neville Chamberlaig§ were designed to ease this financial
strain, but the impact of cyclical depression was too great an imposition
to be borne on top of their existing commitments by the local authorities

35

in the depressed areas.

In addition, some of the Public Assistance Committees (PACs) -

bodies consisting of elected local councillors and co-opted members, which

33 PRO CAB 24/242 CP 164(33), Temporary Grant for Distressed Areas.

34 Keith Feiling The Life of Neville Chamberlain (1946), 144-8,

35 Supra, Chapter Three for a fuller discussion of the forces which led
to the introduction of these two measures.




127

had administered the Means Test - were demonstrating their disapproval
of Cabinet policy by awarding the maximum transitional payment to a high
percentage of applicants, regardless of family resources. For example,
98 per cent. of unemployed applicants in Rotherham and in Merthyr

Tydfil were obtaining the maximum payment, and in Durham County over 90
per cent, - this compared with the national average of approximately

70 per cent.36 The Ministry of Labour first issued a warning to the
rebellious PACs at Rotherham, Merthyr Tydfil, Durham County, Burnley,
Lincoln, Middlesbrough, Manchester, Barrow-in-Furness, Blackburn, Essex
County, Mommouth County, Nelson, Northumberland County, Oldham,
Southampton, Stoke-on-Trent, Swansea, West Ham, and Wolverhampton,57
and in October, 1932, the Ministry replaced the Rotherham PAC with a
Commissioner appointed from London. In the following month, Durham
County PAC suffered the same fite, Thus dissatisfaction had been
expressed from all parts of the country from as early as 1932, but as
recovery began to proceed in the southern half of the country, the
protest movement began to swell and embrace the press, politicians, and
the unemployed themselves. As during the twenties, the majority of
criticism was pressing for an ad hoc relief of the immediate difficulties
resulting from the concentrations of unemployment., The rather inartic-
ulate demands for a more comprehensive social policy on unemployment

had not yet proposed the type of industrial policy which forms the

backbone of modern policy.

36 Branson and Heinemann op. cit, 27.
37 1Ibid, 27.




The Govermment's answer to this pressure confirms the belief that
orthodox thinking had accepted the persistence of large numbers of
unemployed as inevitable, Chamberlain, who after a period in a previous
administration as Minister of Health, and as the present Chancellor of
the Exchequer,had become perhaps the leading authority in the Cabinet
on unemployment matters,38 considered that this was an opportune moment
to rationalise the plethora of institutions and administrative devices
which had been created to deal with the armies of the unemployed and
also to remove the contentious issue of unemployment relief from party
politics.39 The creation of jobs for the unemployed was not, in his view,
a viable policy. He was not prepared to consider a 'British New Deal'
when, in his opinion, the experience of a public works policy in this
country in the seven years ending in 1931, had shown that an enormous
expenditure would have been required to find sufficient jobs for the

40

unemployed. The comparison between the American policy and that
pursued in Britain in the twenties seems somewhat strained, and it is
possible that a more basic party political motive lay at the root of the

rejection of public works for the depressed areas,

By this time, expansion had become firmly associated with the
Liberal and Labour parties and, thus, the political costs of resorting
to the policies of their opponents might have been too great for the
coalition, The only public works schemes that Chamberlain would

countenance were those which would earn an economic return, that is, the

38 TFeiling op. cit, 230.
39 Bentley B Gilbert British Social Policy 1914-1939 (1970), 179.
40 Hansard (Commons), Vol. 276, 380-2, March 22, 1933,
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market rate of interest.41 The reliance upon local authorities to plan and
supervise much of this work had changed little from the twenties. Although
total Government expenditure per head in real terms stagnated during the
middle and late thirties after a brief rise in the slump years (largely
accounted for by increased transfer payments) there were falls in current
spending on such labour intensive projects as housing, roads and utilities

42

in 1931 and 1932 with stagnation thereafter until mid-decade, The

Government tended to concentrate its efforts on simplifying procedures

and easing conditions for the unemployed in the depressed areas.

Chamberlain's diaries reveal that in October, 1932, he conceived a

plan for the unemployed;

"Tt is nothing less than taking the whole relief of the able-bodied
away from local authorities and Ministers and putting it outside
party politics, by entrusting it to a statutory Commission.... It
would avoid the danger of relief being put up for auction by the
parties. Moreover, I conceive that the Commissioners might be
entrusted with the duty of providing some interest in life for the
large numbers of men who are never likely to get work....they must
be given organised recreation, physical exercise, and, where

43

possible, a bit of ground".
This entry is highly significant in the understanding not only of the
timing of Govermment policy initiatives, but also of their content. The
emphasis on maintaining the mental and physical faculties of the unemployed
is fully revealed, and the theraputic effects of the allotment garden had
obviously found an influential champion. Although this scheme was first

mooted in the autumn of 1932, it was not until September, 1933,

41 Tain Macleod Neville Chamberlain (1961), 173.

42 Peacock and Wiseman op. cit, 174/5; and Ursula K Hicks The Finance
of British Govermment (Oxford 1938), 117.

43 Cited in Feiling op.city- 230,
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in a Censure debate, that the Govermment introduced its Unemployment
Bill.44 Under part I, a seven-man Unemployment Insurance Statutory
Commission was established with the principal task of overseeing the
solvency of the Unemployment Insurance Fund and of recommending to the
Minister of Labour changes in the rate of benefit and contributions.

The major innovation was to be the setting up, under the second part of
the Bill, an Unemployment Assistance Board (UAB) to administer benefits
through local officials to those receiving transitional payments and to
those able-bodied paupers on public assistance. Thus, it was hoped that
the burden of the relief of unemployment would become a concern solely
of central Government and that the main drain upon local authority funds
would have been removed. Gilbert says of the UAB,

"The board was given wide powers, not only to give assistance
indefinitely according to need to any individual applying to it
who qualified as being regularly in insurable employment, but also
to set up training schemes and work schemes all supported from
taxes., In effect, it could deal not only with unemployment resulting

from economic factors but from personal failings as well,

Through its local staff, the board would become virtually a
centralized Poor Law for all working people in the country. It
would take over the relief of all workmen not receiving unemployment
insurance: those on transitional payments, and the remaining able-

45

bodied poor on public assistance".

44 The delay in presenting legislation before Parliament is partly to
be explained by a split in the Cabinet between Chamberlain, who
wanted to 'nationalise' the Poor Law and to transfer the unemployed
to this scheme, and Betterton, who wanted to retain the unemployment
insurance functions of the Ministry of Labour, The UAB was,
essentially, a compromise embodying a simplification of the procedures
as advocated by the Chancellor, and retaining the distinction between
workers and a pauper class. F M Miller 'National Assistance or
Unemployment Assistance? The British Cabinet and Relief Policy
1932-33'  Journal of Contemporary History 9 (1974).

45 Gilbert op. cit, 181/2,




131

However, this measure was not sufficiently directed to the needs
of the depressed areas and their unemployed inhabitants in the context
of conditions in the thirties. Although the Bill was introduced in
September, 1933, it was long, complicated, and many of its provisions
provoked bitter party political debate. The Unemployment Act did not
receive the Royal Assent until June 28, 1934, and by that time the
National Govermment was already being forced to introduce supplementary
legislation to deal with the specific problems of the depressed areas,
The intensity of feeling aroused by the Unemployment Bill, together
with the growing awareness of the problems of the regions had rendered
the Bill inadequate in relation to public expectation before it had

appea red on the Statute Book,

The main aim of the National Govermment during the early years of
its period of office had been to prevent this unprecedentedly large
volume of unemployment from causing significant changes in social
relationships or economic organisation.46 Thus, the reorganisation of
unemployment relief was supplemented by a number of measures to provide
alternative mental or physical occupation for the unemployed. Signific-
antly, the Government preferred to make grants to private organisations
working in the field rather than to establish schemes of its own.

After much of the private land settlement work had been put into
abeyance during the depths of the depression, the brighter prospects in
1933 induced some of the voluntary organisations to restart their
programmes. The Government immediately began to show interest in the
possibilities of finding non-industrial occupation for unemployed

workers.47 A meeting of representatives of interested organisations

46 Miller op. cit, 166.

47 PRO LAB 23/35 Memo. by Minister of Agriculture, October 7, 1938,
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was held in Jamuary, 1933, at which MacDonald pledged to give attention

48 Little

to land settlement in future economic and social policy.
constructive was done until Malcolm Stewart (who twelve months later
became the Commissioner for the Special Areas in England and Wales)
announced his intention to buy an estate at Potton in Bedfordshire to
provide small-holdings for unemployed men.49 The Govermment had been
forced to act, and co-operated in the establishment and financing of

the Land Settlement Association (LSA) which was to train, equip, finance

50

and maintain unemployed workers on the land. On a lesser scale, the
Government had been providing finance since 1931 to local authorities
wishing to supply allotment gardens and small-holdings for their
unemployed.51 The intensification during the depression of this
apparently incongruous method of coping with unemployment can be
understood only in terms of the worldwide rise in the number of workers
idle, the Govermment's conclusion that it would be impossible to
radically alter the rate of unemployment, and the commonly-held opinion
that an interest in something as mundane as an allotment was infinitely

52

preferable to complete idleness.

The same influences led the Govermment into a closer co-operation

in the administration of voluntary social service.53 By September, 1931,

48 PRO MAF 48/273 Mimutes of Meeting held January 20, 1933,

49 PRO LAB 23/43 Report of the Land Settlement Association.

50 PRO MAF 48/99 Articles of Association.

51 The Agricultural Land Utilisation Act of 1931 authorised the payment
of central Government subsidies to county councils providing land
settlement facilities.

52 The Times, for example, preached that"The very possession of an
occupation and an interest and the prospect of a sure reward are
physical and moral restoratives.....Employment - self-employment on
an allotment - is a means of preventing this retrogression of manhood
and a step towards recovery". November 13, 1931, Allotments for the
Unemployed.

53 Richard Clements 'The Administration of Voluntary Social Service'

Public Administration (193%9).

-
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there were over one hundred clubs, established by such organisations as
the Quaker Society of Friends, the National Council of Social Service
(NCSS), and the Carnegie Trust, to provide a centre at which the
unemployed could attend lectures, undertake handicraft work, or take
part in various games and sports to relieve their boredom. In January,
1932, the Prince of Wales, a Patron of the NCSS, appealed for funds and
for the social, physical and psychological problems of unemployment to

54 After this well-

be seen as a challenge to voluntary social service.
publicised speech the number of clubs mushroomed, with more than seven
hundred in operation by the autumn of 1932, The Ministry of Labour felt
that such a disparate movement should be co-ordinated, and, in November,
1932, Sir Henry Betterton invited the NCSS to supervise the movement
and provided a grant of £20,000 to cover administrative expenses and to
contribute to the financing of new clubs.55 The NCSS set up an
Unemployment Committee and encouraged the formation of regional councils

56

to stimulate the establishment of new clubs.

The Government was following the example of its predecessors in
the earlier decade by co-operating with voluntary bodies to counter
specific problems in the depressed areas., In the early thirties, however,
unemployment was more extensive and there were few who still believed
that depression was merely a transient phenomenon., It was therefore

necessary to help more workers who hag to endure longer spells of

54 R C Hayburn 'The Voluntary Occupational Centre Movement 1932-1939'
Journal of Contemporary History 6 (1970), 158.

55 TNational Council of Social Service Unemployment and Community
Serviee (1936), 16-28,

56 Tbid.
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unemployment and a wider range of voluntary organisations were assisted.
Co-ordination of all these diffuse activities was becoming an imperative
which the NCSS could only partly fulfil. The establishment of the

Commissioners for the Special Areas in 1934 was an attempt to centralise

upon a single agency the administration of these many schemes.

This type of voluntary work was not enough to satisfy the demands
from the depressed areas for help to cope with the more intractable
problems of the early post-slump period. The partial nationalisation of
the Poor Law in the Unemployment Act did little to calm the pressure

57

from the regions. The local authorities were constantly seeking more
favourable financial aid from the Exchequer, since the restructuring of
local finance under the block grant system had done little to make the
improvement of poor housing, sanitation, health and social services any
easier, The Govermment first suggested that the county councils in the
prosperous areas should contribute part of their Exchequer grants to
their counterparts in the depressed areas (the Government proposed to
add to this donation with funds from the Exchequer).58 Since many
authorities in Outer London and the South East were already finding it
difficulf to provide facilities for expanding local industry and populat-
ion, the Govermment's proposal for a gesture of generosity had little
chance of finding favour. In the event, the Cabinet authorised a

supplementary grant of £500,000 to aid local authorities in the high

unemployment areas.59 In the circumstances, half a million pounds could

57 The compromise between Chamberlain and Betterton did not% lead to the
introduction of a full national assistance scheme, and, thus, the
depressed areas were still burdened with relief problems.

58 PRO CAB 23/76 Cabinet 42(33) June 27, 1933,

59 PRO CAB 23/76 Cabinet 42(33) op. cit.
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have had only minor effect when spread over all the depressed areas, and
was in no way commensurate with the size of the problem to be tackled. It
seems particularly baffling that the Govermment, obviously aware of the
strength of feelings in the depressed areas, did not include a more
discriminatory element to its Unemployment Bill, but chose, instead, both
to remove to central Govermment some of the functions formerly exercised
by local authorities, and planned to cut benefits in some areas under the
standardisation provisions (though the latter effect was prevented at the

eleventh hour).

The unemployed were contributing to the pressure from the regions,
and they began to receive forceful support from the Parliamentary repres-
entatives from the depressed areas, among whom Aneurin Bevan was perhaps
the most dymamic and persistent critic of the Government.61 However,
although this protest movement was gaining popular support, the
confidence of the Govermment in the efficacy of the Unemployment Bill
was not shaken, The situation was completely changed by a series of
articles published in the Times during March 1934, entitled 'Places
without a Puture' and dealing with conditions in County Durham.62 These
articles maintained the emphasis on the need for immediate intervention
to ease urgent economic and social problems; the magnitude of the.
difficulties precluded deliberations to formulate long-term plans.

The articles focused their attention particularly upon the 'derelict!
areas in Durham; that is, those small industrial communities in which

the main source of employment had closed and had not been replaced by

60 Supra, 121/2,
61 Michael Foot Aneurin Bevan: A Biography, Volume I 1897-1945 (1962),

Chapter 5.
62 The Times, March 20-22, 1934.
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a local alternative., The inhabifants of such areas had, thus, either to
commute to find work of some sort, or to face long spells of unemployment,
The articles were written by a special correspondent who observed

"In nearly every part of the country the steady reduction in the

national unemployment figures has enabled hope of better times ahead.
Yet in places where the pits are not only closed but abandoned, the
works not only shut but dismantled, it is difficult to see any

grounds for hope, because there is no industry left there for

63

recovery to revitalise".
The areas which had been most heavily dependent upon coal mining were the
most badly hit and social conditions were well below those in other parts
of the country; overcrowding was widespread, and there was considerable
bitterness towards the lack of understanding by the politicians in the

South.64

The middle classes had deserted the area, depriving the local
community of its traditional leadership, whilst the feeling of purpose-
lessness of the remaining inhabitants had increased as they had begun to
realise that local prospects Were bleak.65 Having painted a very
black picture, the correspondent called for a restoration of the cuts in
benefit, and the appointment of a commissioner to help the transference
out of the areas of the younger unemployed workers and to try to devise
policies to attract industries to Durham.66 The appointment of the
commissioner was essential as the local community, bereft of its former
leadership, had become passive under its massive difficulties. This
same policy was recommended for the "half a dozen areas of Great Britain
which present the same phenomenon of crushing unemployment and the dearth

of local industry' o7

63 The Times, March 20, 1934.
64 Tbid.
65 The Times, March 21, 1934.
66 The Times, March 22, 1934.
67 1Ibid.
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The leader writer called for action to aid the 'derelict areas' -
those areas which "are né longer self-sustaining., Their industries have
collapsed, They contain dependent populations without livelihood, and
are industrial backwaters which the tides of trade revival are unlikely
to reach again".68He aimed clearly to plead that the mining villages of
Durham and similar derelict areas constituted a special case for Govern-
ment aid, There was no suggestion that the Government should intervene
on a wide scale, for the policies advocated - training, rural industries,
land settlement, and transference - were relevant only to such 'derelict'
areas, However, despite their restricted aims, the Times' articles had
enormous impact. The last article of the series appeared on the same
day as Parliament was due to debate Govermment unemployment policy.
Speakers tended to concentrate almost exclusively upon the conditions in
Durham,69 with the result that the debate became a review of official
policies towards the depressed - now called derelict - areas. The
Government seems to have been caught without any effective counter to
the points raised; the Minister of Labour, Sir Henry Betterton, could
only reiterate his faith in the transference scheme and claim that the
problem was essentially one of geographical factors interfering with the

market for labour.
"The problem before the Govermment, and particularly before the
Ministry of Labour is how best to secure that those who live in the
depressed areas can be brought into the stream of ordinary industrial

70

employment and so take their share in industrial recovery".
The Cabinet's confidence in the Unemployment Bill as a definitive

contribution to the legislation on the topic seems to have been firm

68 The Times, March 22, 1934,
69 See the speeches of Lawson, cols. 1400-5, Runciman 1447, and
Betterton 1510, Hansard (Commons), Volume 287, March 22, 1934,

70 . Ibids. 1515
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prior to the publication of the Times' articles. Since they had nothing
new to offer, Ministers needed time to prepare policies. Consequently,
the Govermment's answer was to appoint four 'Special Investigators' to

71

inquire into conditions in the depressed areas. However, this action
was taken only after the Minister of Labour had urged the Cabinet, on
April 11, to reject the policy advocated by both MacDonald and Baldwin
of appointing Commissioners with executive powers to initiate a policy
which would deal with the points raised in the articles and in the debali.
The Minister of Labour favoured an inquiry into the 'new' problem of
limited areas in which there was no prospect of industrial recovery.
Although the Government had to hand the exceedingly detailed surveys of
the main industrial areas which ahd been undertaken in 1931-32 for the
Board of Trade, they had no information relating specifically to the
'derelict' areas. However, this argument is merely an ex post facto
Jjustification; that the Govermment had no new policies is reflected in
the fact that the official diary of events commences with the series of
articles appearing in the Times.73 There is, moreover, no logical
reason for such a narrow investigation; there had been neither a real
attempt to define a 'derelict' area nor any consideration of the

difficulties in confining aid to such a small number of towns and

villages within a larger depressed area.

The Government had succeeded in gaining time to reconsider its
policies. If the expedient of appointing investigators had been adopted

solely for this purpose (as the opposition parties claimed 74) in the

71 These men were called 'Commissioners' and ' Investigators'. The latter
term will be used to avoid confusion with the officers appointed
under the Special Areas Act.

72 PRO LAB 18/28 Special Inquiry and Reports by Four Investigators into
the Problem of the Derelict Aeas.

73 Ibid, Diary of Events.

74 The Liberal Magazine XLIII (1935), 3; The Labour Party Report of
the 35th Annual Conference (1935) 81-2,
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hope that pressure would subside and the depressed areas be forgotten,

it was unsuccessful. Two factors ensured that the problems of the depr-
essed areas would remain in the politiecal limelight; firstly, the Prime
Minister and the Chancellor of the Exchequer decided on April 13, 1934,
that it would not be desirable to publish the reports of the Investigators
since they had been encouraged to discuss in confidence present conditions
and future prospects with industrialists and administrators and, thus,

to publish would have been a breach of coni‘identiality.75

Moreover,
interviewees might have been reluctant to divulge information if they
had suspected that it would be made public at a later date. The
opposition together with coalition MPs representing depressed area
constituencies seized on this refusal to publish to try to undermine
confidence in the Government and came constantly to urge the official

76 The second aspect which kept

spokesmen to publish the reports.
unemployment in the headlines was the deep sympathy aroused for the

plight of the depressed areas, The Letters column of the Times had many
suggestions for helping the unemployed in the derelict areas, whilst the
paper continued to give prominence to the conditions which it had helped

17

to uncover,

Having been compromised in March, it would have been very difficult
for any Govermment, even one as strong as the National Govermment, to
have ignored the pressures for action. After the breathing space

during the summer, Neville Chamberlain announced that the Govermment

75 PRO LAB 18/28 op. cit.

76 The question of publication was first raised at Question Time on
April 19, 1934, and was subsequently debated on June 21, 9 and 23
July.

77 Letters Column March 23-31, 1934. The topic of the derelict areas
was also raised in leading articles on April 13 and 20, July 20 and
25, and October 31, 1934,
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was plamming to introduce its Depressed Areas Bill in a speech to the

Commons on November 14, 1934,

The Areas Included in the Legislation

During March, 1931, the Board of Trade had commissioned certain
universities to undertake surveys of the heavy industrial areas of the
country. The reports were to include a survey of the industrial
position, the prospects of early expansion, and an assessment of the
prospective employment capacities of the various industrial undertakings
in the area., They were also required to calculate the surplus local
1abour.78 A further survey, of Cumberland and Furness, had been
commissioned by Local Employment Committees through the North West
Division of the Ministry of Labour'.r9 All these surveys had been extremely
detailed, describing the areas, their industries, and ecomomic and social

conditions, However, it appeared that the information required in

1934 was of a different order. The original Times articles had been at

considerable pains to point out that the derelict areas had particular
needs, and in a later leading article it was argued that the prospect
of action of a limited nature was justified because of the limited

nature of the problem.80

The Cabinet soon decided that its attention should not be confined

78 An Industrial Survey of South Wales made for the Board of Trade by
University College of South Wales and Monmouthshire, An Industrial
Survey of the South West of Scotland made for the Board of Trade by
the Staff of the Political Economy Department of the University of
Glasgow, An Induwtrial Survey of the Lancashire Area (excluding
Merseyside) made for the Board of Trade by the University of
Manchester, An Industrial Survey of Merseyside made for the Board
of Trade by the University of Liverpool, An Industrial Survey of
the North East Coast Area made for the Board of Trade by Armstrong
College, Newcastle-upon-Tyne., All published 1932,

79 John Jewkes and Allan Winterbottom An Industrial Survey of Cumberland
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to those limited areas in which it was thought there was no prospect of
industrial or economic recovery.81 The focus was no longer economic
conditions and the prospects of recovery but the social wastage associated
with long-term unemployment, Chamberlain prepared the instructions for

the four investigators, in which he requested that they identify within
their assigned areas those towns, villages and areas which were industrially
dead, and that they inquire whether the inhabitants had been informed

that "prospects were hopeless if they stay where they are".82 However,

it seems impossible to imagine what kind of legislation the Govermment

83

could have planned for the areas - if they could have been isolated.

The Government chose two eminent men from politics and two from
industry to carry out these new surveys. The Chancellor of the Duchy
of Lancaster, J C C Davidson, was appointed to report on Cumberland;
Captain D Euan Wallace, Civil Lord of the Admiralty, studied Tyneside
and Durham; Sir Arthur Rose, an administrator and industrialist,
surveyed conditions in Scotland; whilst the report on South Wales was
prepared by Sir Wyndham Portal, the Chairman of the family firm, Portals

Ltd.

Thus, Lancashire no longer formed part of the group of depressed

areas. This change is to be explained largely in terms of the change in

and Furness (Manchester 1933).

80 The Times, April 13, 1934.

81 PRO LAB 18/28 Diary entry for March 28, 1934.

82 PRO T 172/1827 Outline Instructions prepared by the Chancellor of
the Exchequer.

83 Although the 'derelict areas' were to be the primary concern of the
inquiries, the Investigators were also asked to examine the larger
depressed areas surrounding the derelict localities, thus, reinforcing
the view that the Government would have found it extremely difficult
to prepare and implement legislation aimed at alleviating conditions
in such a small number of places as the derelict areas., PRO T 172/
1827 Letter from Betterton to Chamberlain, April 20, 1934.
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84

focus from 'depressed' to 'derelict' areas, The Industrial Survey of

Lancashire had revealed that there were sectors of local industry in
which employment had been expanding throughout the twenties, and that
within the county a redistribution of employment was taking place, with
migration from textiles, heavy engineering and coal mining to electrical
engineering, vehicles and aircraft, clothing, chemicals, and the
distributive trades. The authors of the survey were able to conclude
that Lancashire was much less dependent on textiles than was imagined,
with all branches of the industry accounting for 45 per cent. of the

5

total insured population in manufacturing in 1929.8 However, the worst-
affected industry in the county was cotton textiles, with the weaving
branch centred on North East Lancashire, being the most depressed sector
of the industry. However, work-sharing schemes and the common practice
of several members of one family going out to work had helped to avert
the worst repercussions of unemployment on family incomes.86 Hence, the
chances of finding industrially derelict localities in Lancashire wewxe
far less promising than in Durham, for example, where former
prosperity had depended to a far greater extent on the fortunes of a
single industry - coal mining. Similarly, Merseyside was industrially
more diverse, had a larger share of employment in expanding manufacturing
sectors than the areas investigated in 1934, and, being a compact area

in which some industries were expanding, offered little likelihood of
containing any signs of dereliction?7 Moreover, there had been little

response to the extension to the Lancashire area of the transference

facilities after 1930.88 Since transfer was certain to be an important

84 Lancashire had been included in a survey, approved by the Cabinet on
February 28, 1934, of the health conditions of children in certain
depressed areas, PRO CAB 23/78 Cabinet 7(34).

85 Industrial Survey of Lancashire, 89.

86 1Ibid, 96-146.

87 Industrial Survey of Merseyside, 13-15.

88 TUniversity of Manchester Economics Research Section Readjustment in

Lancashire (Manchester 1936), 40-44.
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part of any policy to deal with towns and villages where local job
opportunities were in very short supply, there seemed to be little point

in repeating the experiment,

In the areas which were designated for survey, the Investigators
were given great latitude as to the exact boundaries:- Northumberland
and Durham; Lanarkshire: Cumberland: and Glamorgan and Monmouthshire
were suggested, but the exact limits were at the discretion of the indiv-
idual Investigator.89 In order that their reports might be prepared
with the utmost speed, all of the Investigators chose to limit the scope
of their inquiries to smaller areas than those provisionally allotted to
them, by excluding certain sub-regions in which it was thought that no
evidence of industrial dereliction would be found., Thus Captain

‘Wallace did not survey the Tees area because,

"The primary consideration, in view of the urgent nature of the
problem appeared to be to reduce the field of survey to the smallest
dimensions which considerations of homogeneity <ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>