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Chapter 1

Introduction


On almost any reckoning, the 1914-18 war marks a major watershed between the comparatively stable nineteenth-century world system, focused on British hegemony, and the shifting fortunes of the twentieth century. For historians it may be said that the twentieth century commences in 1914. This book deals with British economic and social experience between the First World War and the present. It is essentially an introduction to modern British economic and social history designed principally for first year university and college students and those without a substantial background in the subject and will also be of use to students at Advanced Level GCE.

In a short work of this kind it is inevitable that coverage of detailed developments has had to be heavily circumscribed and we seek to focus on themes rather than giving a blow by blow account of eventualities. In terms of chronology we have taken the two world wars as historical dividing lines. Part I of the book considers developments up to the end of the Second World War and Part II deals with the period since. Within these broad sub-periods we examine the main features of economic and social development under a number of headings which are intended to inject a more orderly and analytical approach to the examination of change than a simple chronological catalogue might.

There is now a formidable body of literature on twentieth-century economic and social history which is still growing at a rapid rate. In the past two decades there has been a flood of a new writing on twentieth-century Britain. Much of the textbook literature, particularly on the period since 1945, is for advanced and specialist students and this book seeks to fill a gap in general literature. Any exercise in contemporary history gives hostages to fortune and runs the risk of soon being superseded while the pitfalls of writing recent history are well known and have been much discussed there is, nevertheless, an undoubted importance in seeking to understand the developments which have shaped our present and we hope that what follows will make some contribution to future interpretation as well as present understanding.



RELATIVE ECONOMIC DECLINE


By the end of the First World War, three great empires (Ottoman, Austrian, Russian) had collapsed, the map of Europe was being redrawn, and the United States had clearly superseded Britain as the world’s leading economic and financial power. Nevertheless, Britain’s relative decline was a protracted process which did not depend simply upon economic developments. It is inevitable that one of the themes of a book of this kind should be this question of decline which is an endless issue in modern British economic historiography. Ironically, Britain’s loss of position in the world order has taken place against a background of by far the most dramatic improvement in material standards in any comparable period of history. Our theme, therefore, is one of decline and progress. In the absence of relative decline Britain’s material and social progress since 1914 would surely be regarded as something truly remarkable. Unfortunately Britain’s phenomenal material and social progress in the twentieth century has been tarnished by better performance elsewhere. By the end of the twentieth century Britain had been overtaken in terms of real GDP per capita by most industrial nations and had fallen badly behind the leaders. In the dramatic words of Sidney Pollard (1982: 3): ‘Britain is no longer counted amongst the economically advanced nations of the world. A wide gap separates her from the rest of industrialised Europe. The difference as measured in national product per head between Britain and say, Germany, is now as wide as the difference between Britain and the Continent of Africa.’ In fact, Britain may not have slipped quite so badly as this well-known but controversial comparison suggests; but other measures, in terms of ‘purchasing power parities’ (see below pp. 189-90), tell an essentially similar if less dramatic story.

Much of this relative decline has taken place since 1950 and it was only in the 1960s and later that the British people became painfully aware of the drift. However, the beginnings of comparative deficiencies in economic performance can be detected from the late nineteenth century and the causes have been traced to the nature of the Industrial Revolution in the late eighteenth and early nineteenth centuries (Crafts 1985). Throughout the first half of the twentieth century war and depression disguised and retarded the process of relative decline to some extent but in the long post-Second World War boom Britain lagged well behind other countries in the league tables of economic growth rates which began to attract so much attention. By the late 1960s it was no longer possible to explain these differences in terms of postwar recovery or catching up. It was concluded that Britain had a long-run tendency to grow less rapidly than virtually all other industrial nations. It is possible that during the 1980s Britain began to experience a process of relative acceleration against other industrial economies such as Germany but we cannot be sure of this without the benefits of perspective. In dealing with very recent history there are serious problems in distinguishing trend from cycle and these can only be definitively resolved in the longer run.

Was British relative decline inevitable? The answer must surely be in the affirmative up to a point. In retrospect much of the British hegemony was based upon what might be termed exceptional and essentially fortuitous short-run circumstances. Geographical position and short-run military (primarily naval) supremacy enabled Britain to capture the ‘lion’s share’ of imperial territory and influence. The world was finite and much of it was already British by the time other nations took up the challenge (Kennedy 1988). Similarly, a financial and commercial system with Britain as its hub was created during conditions of quasi-monopoly. The Industrial Revolution which had made this imperial, financial and commercial strength possible, was based upon exceptional and highly unusual circumstances. The industrial base was suprisingly narrow, depending heavily on a relatively small group of so-called ‘old staple’ industries of which cotton, wool, coal, iron and steel, shipbuilding, railways and engineering were the base. Prowess in these areas was established through the development of a craft-based production system with the majority of workers receiving no formal education beyond basic literacy and no technical education other than on-the-job experience (Sanderson 1988). The essential feature of the Industrial Revolution had involved the early creation of an industrial work-force, and a rapid running down of agriculture, at low levels of income and productivity (Crafts 1985). In the century before 1914 the British balance of payments became increasingly dependent upon invisible overseas earnings and visible exports covered visible imports in only four highly exceptional years in the century before 1939. Thus British supremacy owed much to highly exceptional, short-run circumstances, both at home and abroad. While industrial leadership played a critical role, the industrial system and base was far from being the whole explanation and was, in any event, both weak and, in the long-run was to prove inadequate (Kirby 1981).

In the late nineteenth century British hegemony was challenged. Meanwhile, on the domestic front moves towards democratisation created political, social and economic pressures for change. Industrialisation before 1914 had enabled Britain to support a much larger population without a fall in living standards but the standard of life for the majority failed to match aspirations, and by the late nineteenth-century problems of extensive poverty and unemployment and poor living conditions had begun to attract increasing attention (Harris 1972; Stedman Jones 1971). Any understanding of Britain’s relative decline must address the failure to meet these external and internal challenges. There were, of course, degrees of success and the essential questions are first, could Britain, having gained economic leadership have maintained it, or retained it longer? Second, could British living standards have remained in the vanguard of the industrial world? These are, of course, counterfactual questions which may never be answered in a totally satisfactory way. They are, nevertheless, essential reference points for modern economic history.




EXPLAINING RELATIVE ECONOMIC DECLINE


Unfortunately there has been both confusion and disagreement about the nature, extent and causes of Britain’s relative decline. Definitions and explanations have varied enormously, reflecting different interests and ideologies as well as current fashions in economic and social theory. As a result, generalisation is both difficult and hazardous. In what follows we do not attempt a full and systematic review of all the explanations offered since that would be impossible in the space available and, in any event, inconclusive since there is no consensus. Nor do we attempt the comparative international investigation which is arguably a necessary feature of a full explanation.

There is a measure of agreement that British decline is based on a comparative industrial failure, in terms of relative efficiency, but much disagreement and confusion on its origins and causes. Some commentators have stressed the supply side, giving particular attention to the quality and management of labour and the supply and deployment of capital inputs. But attention has also been given to the configuration and development of market demand and the influence of this on production systems and possibilities. Others have stressed the importance of influences from outside industry including, in particular, the role of institutions, government, economic policies and elite culture. Insofar as relative economic decline was not inevitable, it can be attributed to decisionmaking processes or to institutional failure. Either wrong decisions were made or industrial efficiency was not the first priority in resource allocation.

It is increasingly asserted that Britain failed to make sufficient effort to improve labour quality and management skills through investment in human capital (Crafts and Thomas 1986; Gospel 1992; Sanderson 1988). Attention has also been given to the failure to increase and sustain investment in manufacturing industry (Pollard 1982). Neglect of the manufacturing base has been emphasised, both in terms of an antiindustrial elite culture (Wiener 1981), and the excessive burden of government spending (Bacon and Eltis 1976). It has been suggested that British industry may have become focused on areas with less potential, in particular, empire and Third World markets, rather than First World markets including Europe (Cain and Hopkins 1993a). The domestic market may have suffered from a highly uneven income distribution and consumer demand constraint, leading to a haemorrhage of capital into overseas investment (Hobson 1896; Glynn and Booth 1983a). Thus we already have a bewildering variety of possible lines of explanation involving alternative resource deployments. Others have suggested that there was both institutional and market failure (Elbaum and Lazonick 1986; Olson 1982). All of these, and other views, contain important insights and observations, but all have been questioned, and no particular view seems to have gained general acceptance (Coates 1994).

With foreign commentators, in particular, the British Empire has often been given a central role in Britain’s rise to prominence and loss of empire has been seen as the major influence in subsequent decline. While the formal colonial empire may have enriched and provided an outlet for British individuals, its social benefits appear to have been relatively minor and it played a relatively small part in the main process of British income generation (Cain and Hopkins 1993a). From the later decades of the nineteenth century British industry and finance appears to have become geared into relationships with third world and imperial markets rather than seeking to integrate into and compete with First World systems. In the twentieth century British political leaders continued to pursue great power status and this may have had damaging consequences for industry, particularly in the period after the Second World War. Heavy outlays on military and other government expenditure may have been a source of balance of payments weakness as well as a diversion of R & D effort from more orthodox channels. Also, the pursuit of imperialist or great power objectives appears to have been a major influence on Britain’s failure to play a leading part in European integration (Young 1993; Chalmers 1985).

Economists and economic historians have given a great deal of attention to differences in income levels between nations (Maddison 1987). The general conclusion is that development cannot commence until a backward country acquires certain minimal levels of economic organisation, educational attainment, and political and social stability. By the late nineteenth century several countries possessed this basis for development which combined with the ‘economic advantages of relative backwardness’. The latter included a greater awareness in more backward nations of the need for change on the part of both governments and individuals, the ability to borrow from leaders through transfers of capital, technology and methods of organisation and the opportunity of transferring labour from less efficient sectors, including agriculture, and thus improving productivity. In some cases these advantages were augmented by social upheavals resulting from disruptive events such as war or revolution which, subsequently, allowed more rapid change to take place (Gerschenkron 1962; Feinstein 1990b).

The logical outcome of theories of this kind should, of course, be longrun convergence. To what extent does this fit the British experience? Britain was unique in having the first ‘Industrial Revolution’ which occurred spontaneously as a result of fortuitous circumstances (Mokyr 1985; Crafts 1985). However, a group of other nations were never very far behind and it is surely inconceivable that a small offshore island with only 2 per cent of world land and population and a narrow resource base would continue to dominate economic and industrial development for very long. In particular, the transfer of organisation and technology between leader nations was a comparatively easy matter. From the late nineteenth century other nations began to exploit the economic advantages of backwardness, generating higher rates of economic growth than Britain. In Europe it had long been British policy to prevent the emergence of a dominant continental influence through balance of power diplomacy and limited indulgence in warfare. However, with the unification of Germany in the 1860s this strategy began to fail. Meanwhile, across the Atlantic another great continental power was emerging. The German challenge produced two world wars in which Britain was a major participant. These depleted British resources while serving only to delay rather than prevent the German advance. In the event, it was the United States which replaced Britain as world leader and this process was accelerated by two world wars focused on Europe (Kennedy 1988).

The USA had higher income levels than Britain even before industrialisation. This reflected superior natural endowments and abundant resources in relation to population. By 1900 the USA was beginning to challenge Britain as an industrial power. Productivity levels in the USA during the next 30 years raced ahead of Britain so that by the 1920s US industrial workers may have produced twice as much per head as British. It could be argued, therefore, that at an early stage in the present century Britain was beginning to acquire some of the economic advantages of backwardness. By the 1960s these began to be enhanced in relation to other nations, but Britain’s relative economic decline continued, particularly in terms of comparative industrial productivity, and this was reflected in declining relative income levels (Crafts 1988).

Thus it may be suggested that arguments in terms of the advantages of relative economic backwardness and consequent convergence appear to have some relevance, but even allowing for overshoot and short-run policy failure, they do not at present appear to provide a full and convincing explanation for Britain’s relative economic decline. Alternative explanations must rely either upon resource constraints or upon the development and deployment of resources being in some way inadequate. In turn the latter implies either institutional or market failure or failure on the part of government to remove barriers to modernisation and change.

It is agreed by most commentators that Britain’s balance of payments weakness and relatively slow growth emanates from an inadequate and comparatively inefficient industrial base. However, during the 1980s there was some support, particularly at government level, for the idea that Britain could succeed as a service economy and it became fashionable to deride concern about de-industrialisation (Conservative Party 1992). Wiener has interpreted industrial failure as being the consequence of an anti-industrial culture (Wiener 1981). Olson, on the other hand, has suggested that in more stable societies vested interests tend to accumulate with the effect of creating barriers to rapid economic change (Olson 1982). Societies which are disrupted by revolution or war, particularly where there is occupation and or defeat, have fewer disadvantages in generating rapid economic change.

Approaches of this kind may provide partial explanations of short-and medium-term relative decline, although it seems likely that, in the long-run, cultural and institutional barriers to change in advanced economies are likely to be overcome by the relative advantages and pressures for change which result from backwardness. There can be little doubt that such pressures now exist in British society and act as an influence on both government and other decision-making.




ECONOMIC CHANGE


In the chapters that follow, the process of economic change in Britain during this century is outlined and examined in some detail. Economic growth, as conventionally defined and measured in terms of the increase in real GDP per head, has been a major focus of attention since the emergence of national income accounting in the 1940s. Britain’s combination of historically fast but relatively slow growth since 1900 (an average long-run growth rate of about 2-2½ per cent per annum) has generally been seen as below what could have been achieved and thus major opportunities for enhanced production have been lost. Nevertheless, in the present century almost the entire population has come to expect to be fully satisfied in terms of the basic material needs such as food, clothing and shelter, and remaining deficiencies in these areas became qualitative rather than quantitative. While problems of supply were largely solved, those of distribution were not, and this was illustrated at the end of our period by the egregious example of people living in cardboard boxes in parts of central London.

By 1914 the proportion of employment in agriculture and manufacturing had reached peak levels and subsequent employment growth was in services. This configuration reflected income and productivity effects, but from the 1970s there was increasing concern about ‘deindustrialisation’ and, in the 1980s, Britain became a regular net importer of manufactured goods for the first time since the Middle Ages. In the seven years before 1914 Britain had a large current account surplus and more new capital was invested abroad than at home. The strength and reliability of sterling at this time went without question. From the end of the First World War there were persistent balance of payments weaknesses although these were partially concealed by heavy unemployment in the interwar years. The ‘financial Dunkirk’ which Keynes predicted after the Second World War was, in the event, less dire than expected but the ongoing weakness on external account was to prove not only an intractable problem but, in reality, the essential manifestation of modem economic failure. The persistent decline in the relative value of sterling matched the diminution in Britain’s influence and prestige.

Nevertheless, the economy continued to deliver and Britain retained its place as one of the world’s richer nations. Living standards remained at First World levels and there was a good deal of economic success blended with the indifference and failure. Britain continued to make a major contribution to international advances in technology and lifestyles and some leading British companies continued to play a significant and successful international role. On the conventional definition, living standards by the late 1930s were almost double the pre-First World War level. After the Second World War standards doubled again. In terms of distribution of income and wealth there was considerable change between 1914 and about 1950, largely as a result of fiscal and welfare innovations and the emergence, after 1940, of full employment. These moves towards less inequality, from a highly inequitable start, appear to have been thrown into reverse during the 1980s. In the 1990s it was being claimed that inequalities in income distribution had reverted to late nineteenth century patterns and that the extent of poverty was increasing. Emerging relative deprivation could be seen as another indication of economic and social failure (George and Miller 1994).

It can be asserted with no fear of contradiction that the quality of life in Britain has improved since 1914 and that the economic growth which has been achieved has been largely worthwhile. Nevertheless, by the late twentieth century there were major concerns about the sustainability of the economic system and its depletion and destruction of finite resources. Some major environmental sins had been inherited from the nineteenth century and these have been augmented, not least through the development of the internal combustion engine (Simmons 1993).




SOCIAL CHANGE


Britain entered the 1990s with an enhanced awareness of its relative backwardness but without any clear or emergent consensus regarding possible solutions. In turn, this reflected social and political problems and pressures which had been evident since the late nineteenth century.

It was suggested earlier that Britain’s former hegemony was based upon unusual domestic, as well as international circumstances, and that these were challenged internally by democratisation. The nineteenth-century system had been based upon a largely uneducated work-force which sold its labour in free market circumstances, accepting in return low material standards, gross inequalities and a general absence of state welfare. Late nineteenth-century Britain can be characterised as a ‘one-third two-thirds’ society in which only a minority enjoyed acceptable lifetime material standards and security. For the majority poverty was a constant threat and a likely condition, especially in childhood, during family creation and in old age. By the end of the twentieth century Britain had become a ‘two-thirds one-third’ society, with poverty still existing and posing a serious threat, but to a minority. This transition was achieved through many difficulties and vicissitudes but against a background of fundamental political stability (Lowe 1993; Digby 1989; Crowther 1988; Thane 1982).

Against this background of fundamental stability and continuity the twentieth century has seen a remarkable pattern of change. This has included the conduct of two cataclysmic world wars, the establishment of a welfare state and the evolution of a modern democratic society. In 1914 the majority of working class people (85 per cent of the British population) lived a life which can only be described as very circumscribed and deprived by modern standards (Gourvish 1979). Women were totally disenfranchised and largely confined to a subordinate role and the majority of men failed to exercise the vote in any meaningful way. Social deference was extreme by late twentieth-century standards and aspirations were low. By the end of the First World War important new attitudes had begun to emerge (Burke 1982). These tendencies were blunted by interwar unemployment but by the end of the 1930s certain regions and groups in British society were moving towards consumer affluence. After the Second World War sustained growth and the establishment of the welfare state produced Harold Macmillan’s ‘affluent society’. These changes were accompanied by dramatic and far reaching developments in the role of the state in British economic and social life. By the 1970s it became fashionable to blame poor economic performance on the ‘excessive’ burden of state expenditure and the political and economic compromises inherent in the postwar consensus (Barnett 1986). At the same time, working class aspirations for better material standards, as represented by the trade unions, were increasingly seen as a baleful influence.

By the early twentieth century a distinct and clearly identifiable working class sub-group and culture had emerged in Britain and included perhaps three quarters of the population. In the interwar years this was consolidated through the emergence of popular forms of consumption, leisure and entertainment including sports, radio and cinema (Jones 1986). After the Second World War this culture seems to have moved towards a peak, at least in terms of intellectual mythology, before beginning to weaken in response to changing economic circumstances and social attitudes. By the 1990s it was widely recognised that there had been some significant changes in such basic institutions as the family, in gender relations, sexual attitudes and social status (Hamnett et al. 1989). At the same time, there were important continuities in the causes and extent of relative poverty and the importance of employment in determining social attitudes and maintaining cohesion. There were also significant regional changes with the North, along with Wales, Scotland and Ireland tending to diminish in relative demographic and economic importance as the industrial centre of gravity shifted to the Midlands and the South East. Yet Britain remained a segmented society with important class and racial dimensions and attitudes and there were times when these were expressed in terms of conflict and dissent. Social and economic failure was frequently analysed in terms of class and it could only have been a British Prime Minister who, towards the end of the century, declared that there was ‘no such thing as society’. Despite the attention given to social change, and new attitudes in terms of class, race and gender, social continuities continued to dominate. The vast majority of British people remained nominally Christian, white and lived in family or heterosexual pair-bonded circumstances. The majority continued to be working class and this was reflected in the structure of employment, though the proportion of blue-collar workers fell. On the available evidence it can be argued that social continuity has been more important than social change but that economic change has presented challenges to social structure and attitudes. In particular, the situation in the labour market and the resulting structure and nature of employment had major social consequences. By the late twentieth century unemployment had once again become an important agent promoting social change (Glynn 1991).

It is clear, therefore, that Britain’s failure in the international context has been mirrored by domestic pressures and a corresponding impression of domestic failure at least since the 1960s. The British system has failed to satisfy rising materialist aspirations, despite changes in social structure and organisation and a greatly enhanced role for government. At the same time, economic change has created major social pressures. It is a matter for debate to what extent international decline is the result of domestic change and to what extent the disappointment in the latter is the result of the former. Have the British people expected too much and made too many demands on the system, giving rise to international failure? Or was the system inherently inadequate for twentieth century circumstances? This is an issue which cannot easily be resolved.

In the chapters which follow we explore the vicissitudes of historical change and seek also to highlight the fundamentals of continuity. In general we have sought to avoid the pitfalls of partisanship, as far as possible, by giving both sides of the argument. While we have from time to time suggested conclusions, we believe that these should be left to the reader, and strong lessons have not been emphasised. What is very clear is that history is a retrospective view and things can look very different in retrospect. We are aware that some of our most critical readers will be those with substantial personal experience of the twentieth century. Above all we hope that what follows will contribute to the understanding and further study of modem Britain.







Part I

Interwar Britain







Chapter 2

Growth and living standards




IMPRESSIONS OF ECONOMIC PERFORMANCE


British interwar economic performance has been viewed in both optimistic and pessimistic terms. For contemporary observers the divisions were largely regional. J.B. Priestley (1934) discerned four Englands: the nineteenth-century England of the industrial North; the England of the Dole which could be said to have included most of the industrial North as well as extending into Wales, Scotland and Northern Ireland; the traditional rural England of the southern counties and finally twentieth-century England of the bustling home counties, of bypasses and housing estates and suburban villas and cocktail bars gleaming with chromium trim (quoted in Mowat 1955: 480-90). More recently, historians have pieced together much more quantitative information on interwar economic performance but without reaching consensus. Opinions have included the highly optimistic views of Aldcroft (1967) who saw the period as one of greatly enhanced growth performance and entrepreneurial rejuvenation and Alford (1972: 82) who is more pessimistic, in part because of the heavy unemployment which prevailed.

The impression of stagnation, decay and poverty alongside growth, innovation and prosperity combines with a more powerful sense of major disruption and discontinuity resulting from two world wars and world depression. Above all there is the feeling that unemployment during the period wasted lives and product, constituting an economic disaster and a social and human tragedy: in the 1920s and 1930s ‘the workshop of the world was on short time’ (Mowat 1955: 281). By the 1940s there was a general presumption that the interwar years had been a cruel economic waste.

It is, in fact, very difficult to fit the interwar years easily into the long-run themes of British economic historiography. It is clear that during the second half of the nineteenth century British economic growth began to slow in absolute terms and also in comparison with leading industrial nations. During the early twentieth century the economy became stagnant. It is also beyond much doubt that after the Second World War growth accelerated to levels which had not occurred on a regular basis before, although British performance remained weak in international comparisons. Accordingly, there are three major possibilities for the interwar years. First, that the period marks a continuation of the slowdown which had commenced during the late nineteenth century. Second, that the period saw the beginnings of the process of faster and better sustained growth which characterises the long postwar boom. Third, the interwar period was unique and characterised by the major disruptions of war, depression and mass unemployment.

In fact, it is impossible to select any of these three possibilities to the exclusion of others. Each provides insights into interwar economic performance. During what might be termed the ‘normal’ years, when there was peace and a degree of economic buoyancy, the economy clearly had dualistic aspects. On the one hand the old staple industries were beginning to enter a phase of very noticeable terminal decline which marked the end of the Victorian economy. Meanwhile, new industries and areas of growth in the economy were beginning to emerge as harbingers of rapid postwar acceleration. Although the real breakthrough into higher growth appears to have come, at least in statistical terms, around 1950, some of the groundwork occurred in the interwar years and there is clear evidence of productivity improvements. Thus the concept of the ‘dual economy’ captures some important qualitative changes which were taking place in the interwar economy. Unfortunately, the conventional quantitative measures of aggregate economic growth obscure some of these changes, making summary judgement difficult.

The most detailed study of the topic has suggested that the long-run pattern of British economic growth is best described as U-shaped: with a decline in the growth rate to a low point at some time before or around the First World War, then acceleration to 1973, with the interwar years as the turning point (Matthews et al. 1982: 5). The downturn of 1919-21 was ‘the greatest setback to real GDP that the country had experienced since the industrial revolution. On the other hand, those years marked also the beginning of a phase of increase in the rate of growth of productivity that persisted for the next half century’ (Matthews et al. 1982: 5-6).




THE GROWTH RECORD


The conventional economist’s definition of economic growth is the rate of change in Gross National Product (or a related aggregate) per head. Gross Domestic Product can be defined as the total production of goods and services in the economy in a year. Gross National Product is GDP plus income from abroad. Calculating total output or GNP is complex and there are many problems which can only be solved in arbitrary ways. Calculations may be made on the basis of income, output or expenditure. Unpaid work such as that carried out by housewives has to be totally excluded; double counting has to be avoided; all product has to be converted to a monetary value. In service industries, in particular, there are problems in estimating output. Usually output is assumed to equal the incomes generated in the industry. Thus, in effect, output of a school is assumed to equal the incomes of the teachers and others employed in running it. While there are major problems in estimating GNP for any single year, additional difficulties arise in attempting to construct a consistent and comparable series for a number of years. Historical estimates encounter problems of qualitative change over time which make quantification even more difficult, as well as inadequacies and inconsistencies in quantitative records or data. Also, prices change creating exceptionally difficult conceptual and empirical problems which can be solved only by arbitrary judgements.

Also, GNP may not be a very good measure of human welfare. Measured output will, for example, include weapons of destruction as well as products which are required to combat the unwanted effects of growth. On the other hand, materials which are destroyed in the process of production and pollution and other adverse influences on the environment and quality of life are not measured or allowed for. In the last twenty years a vigorous ‘anti-growth’ literature has developed and there are a number of alternative approaches some of which take account of environmental issues. So far at least, most economists and historians have continued to use the conventional measures in the belief that, despite their limitations they remain the best available indicators of growth and welfare. They are not, of course, the only indicators and the interwar years, in particular, with their sad record of unemployment and poverty, clearly carry the message that growth is not the whole story.

British national income statistics were first developed in the 1930s by Colin Clark and were greatly improved by economists and statisticians working in the wartime civil service (Chapter 8). The great explosion of interest in economic growth in the 1950s stimulated attempts to estimate retrospectively British national income before 1939 and Feinstein (1972b) produced a continuous series for the UK covering the period 1855-1965. The margin of error in Feinstein’s estimates is only 5 per cent up to 1929, and subsequently much less (Feinstein 1972a: 20).

Once national annual estimates for GNP and related variables are available, and some means of allowing for price changes between different years has been adopted, we are left with a series for real GNP. This can be divided by population to give real GNP per capita. The change in this aggregate is the conventional definition of economic growth. These annual figures will vary enormously from year to year. In some interwar years the change in GNP was negative while in others it exceeded 5 per cent. The problem for the historian is to ascertain what is typical. There are cyclical variations in the economy and these may have a major influence on measurement. If we measure growth during a cyclical upswing this will give us an exaggerated impression while measuring through a downswing will do the opposite. It is now widely accepted that measurement must be between years which have reasonably comparable levels of economic activity and, in practice, this means measuring from peak to peak (though allowance may have to be made for differing intensity of cyclical peaks - see Chapter 10).

In the interwar years Aldcroft has identified five cycles between 1918 and 1938 (see Table 2.1).



Table 2.1 British trade cycles, 1918-38


	Peaks

	Troughs






	October 1918

	April 1919




	March 1920

	June 1921




	November 1924

	July 1926




	March 1927

	September 1928




	July 1929

	August 1932




	September 1937

	September 1938








Source: Aldcroft 1970: 29.

Most of the interwar cycles were of short duration compared with the classic or Juglar cycle of the late nineteenth century, but the downturns of 1920-21 and 1929-32 were severe. The latter was followed by a long and vigorous upswing lasting five years.

In measuring interwar growth rates we can, in theory, select any of the peaks listed above, but these peaks had very different rates of unemployment and thus did not have comparable levels of economic activity. There are, moreover, statistical problems relating to the period 1918-21: this was a period of postwar adjustment in which the length of the average working week fell from fifty-four hours to forty-eight. In 1921 twenty-six counties of Ireland were separated from the United Kingdom and this represented a break in statistical series. For these and other reasons growth in the interwar period is usually measured across the peaks 1924-29 and 1929-37. While more convenient and reliable this yardstick does have the effect of excluding eight or nine years from the period. Over the period 1924-37 growth in GDP averaged 2.2 per cent per annum and GDP per head grew at an average rate of 1.8 per cent per annum.

The interwar years were preceded by a period of very slow or negative growth and abysmal productivity performance at least on the basis of available measures. It is far from clear why the economy should have performed so badly during the Edwardian years, but Britain was not unique, and there appears to have been an international slowdown at this time. Interwar growth does not appear to have been spectacular by the standards of the mid-nineteenth or the later twentieth centuries but it followed half a century of very poor performance.



Table 2.2 British growth rates, 1760-1973 (average annual percentage)


	
	GDP

	GDP per head






	1760-1800

	1.1

	0.3




	1800-30

	2.7

	1.3




	1830-60

	2.5

	1.1




	1856-73

	2.2

	1.4




	1873-1913

	1.8

	0.9




	1913-24

	-0.1

	-0.6




	1924-37

	2.2

	1.8




	1937-51

	1.8

	1.3




	1951-73

	2.8

	2.3








Source: Matthews et al. 1982: 498.

International comparisons are notoriously difficult for reasons of inadequacies and variations in data. The rate of growth in Britain has tended to be lower by approximately one-third than in most other industrial nations since 1870 (see Chapter 10). In general it can be said that Britain tended to lag behind other major industrial countries in the 1920s but made some relative gains in the 1930s. Britain recovered relatively quickly from the First World War compared with other European powers but was badly affected by the downturn of 1921. It is widely assumed that in the 1920s the economy was slowed by exporting difficulties and deflationary policies, including the return to gold in 1925. Unlike certain economies, Britain failed to experience a strong boom in the later 1920s. Nevertheless, British growth rates over the decade as a whole matched those throughout much of Europe. The 1930s depression was relatively mild in Britain and recovery to the pre-depression level was quicker than elsewhere, with few exceptions. Indeed some countries including France and the United States failed to recover fully during the remainder of the 1930s. The 1930s are comparable to the 1980s in that in each period Britain recorded higher growth rates than many other industrial nations in adverse world circumstances. (OECD 1991). However, it would be wrong to make much of these very modest reversals in long-run relative decline. Indeed, the underlying picture in terms of productivity trends saw Britain lagging throughout the entire interwar period.

British productivity levels in 1913 were still very high by international standards. German and French productivity was about two-thirds of the British level and Japanese was only one quarter (Feinstein, 1988: 4). Only the United States exceeded the British level, by about 25 per cent, and this reflected superior natural resources and capital equipment. In the 1920s British productivity growth lagged badly behind that of other leading nations and by 1929 American productivity had climbed to 50 per cent above the British level. In the 1930s the United States stagnated in productivity terms but France, Germany and Japan continued to narrow the productivity gap. By 1950 the impact of war had led to further relative gains by the USA but France, Germany and Japan had fallen back before rising again rapidly in the 1950s and 1960s (Table 10.2 below). This supports the well-established view that from the late nine-teenth century other leading industrial nations tended to grow considerably faster than Britain, both in terms of total output and productivity, except during crisis periods resulting from war and world depression. As a result, Britain was gradually overhauled by a succession of international rivals.



Table 2.3 Growth rates of real output per worker employed, 1873-1951 (% per annum)


	
	UK

	USA

	France

	Germany

	Japan






	1873-99

	1.2

	1.9

	1.3

	1.5

	1.1




	1899-1913

	0.5

	1.3

	1.6

	1.6

	1.8




	1913-24

	0.3

	1.7

	0.8

	-0.9

	3.2




	1924-37

	1.0

	1.4

	1.4

	3.0

	2.7




	1937-51

	1.0

	2.3

	1.7

	1.0

	-1.3








Source: Matthews et al. 1982: 31.



Table 2.4 Real GDP per hour worked: comparisons with the UK in selected years


	
	UK

	USA

	France

	Germany

	Japan






	1870

	100

	90

	49

	53

	17




	1890

	100

	105

	50

	58

	19




	1913

	100

	125

	62

	70

	23




	1929

	100

	146

	71

	69

	31




	1938

	100

	143

	84

	78

	36




	1950

	100

	171

	71

	57

	24








Source: Feinstein 1988: 4

Britain’s secular tendency towards relatively slow growth appears to have been a feature of British industrialisation from the beginning. Crafts has shown that, even during the classic Industrial Revolution period, growth rates were modest and productivity performance, overall, was remarkably slow. Rapid growth was confined to a small group of industries namely cotton, worsted, wool, iron, canals, railways and shipping. These ‘old staple’ industries had begun to decelerate long before the interwar period, but remained mainstays of the economy until the Second World War (Crafts 1985).




GROWTH ACCOUNTING


In recent years it has become fashionable to examine economic growth in terms of a model which views output as the result of inputs of the factors of production (land, labour and capital) and of the increased productivity of those inputs (Crafts 1981: 6). Growth (or the change in GNP) is seen as being the result of growth in Total Factor Inputs (TFI) plus growth of Total Factor Productivity (TFP). Thus, GNP = TFI + TFP. The formula for growth is usually expressed as follows:

Δγ=αΔKK+βΔLL+r*

Where A indicates the amount of change in a particular variable, so that ΔY equals the change in output or growth. K and L represent capital and labour respectively. Land is also a factor of production but is of relative insignificance by this period. α and β are the shares of profits and wages in total income and r* is the ‘residual’, that is growth which is not accounted for in terms of increased factor inputs. The ‘residual’ may also be termed ‘Total Factor Productivity’, although


It includes any contribution that may arise from increasing returns to scale and from effects of technical progress and advances in knowledge, of shifts in resources between sectors, and of changes in the extent of obstacles to more efficient use of resources (for example, restrictive practices on the part of management or trade unions). It will also reflect any errors in the measurement of inputs and output, and in the specification of the relationship between them.

(Matthews et al. 1982: 15)



Growth accounting is a convenient way of approaching growth questions although it is certainly not beyond criticism and it contains a number of problems. Of course, this is not the only way of dividing up and analysing growth. Inevitably the emphasis is placed upon supply rather than demand influences and this may be especially misleading in relation to the interwar years when there is strong evidence of deficient demand. Also, there are problems of measurement and, inevitably, assumptions which can be questioned. In the words of Alford:


The severe limitations of the technique become clear when account is taken of the conditions which would have to hold in order to render the results accurate. (Totally homogenous capital and labour markets; constant returns to scale over all ranges of output; marginal productivity pricing for all factors; continuously variable relationships between factors of time; land as an insignificant input.) Quite apart from these constraints there are more familiar problems associated with compound growth calculations: the weighting of capital and labour is on the crude basis of their respective shares in gross domestic income; the technique of weighting from year to year is, as always, a compromise between different types of index; compound rates of change are constant over a given period and, therefore, may not adequately reflect sharp movements within the period.

(Alford 1988: 16-17)



Nevertheless, the method has become well established and in dealing with the interwar period it does serve to highlight some important aspects of growth as well as emphasising certain important contrasts with other periods. In particular, it shows that the pattern of interwar growth was in many ways quite different from that which prevailed after 1951.

Taking the four peacetime periods between 1856 and 1973, Matthews et al. estimate the following for growth of inputs and total factor productivity.

It will be seen that, allowing for margins of error, there is a broad similarity in growth of net output in each of the main peacetime periods since the mid-nineteenth century: it is ‘almost as if the range of two to two and a half per cent per annum had been meted out to the British economy by divine grace – or, in the eyes of many critics, by divine retribution’ (Von Tunzelmann 1981: 241). However, as the table shows, this apparent stability conceals some major changes in the components of growth.

The second column shows that during 1924-37 there was a very sharp rise in labour input compared with other periods. This was mainly the result of the rising proportion of the population which was of working age. In the previous period labour inputs had fallen very sharply as the result of the reduction in the average working week and the onset of mass unemployment between the end of the war and 1921. Capital inputs reflect both the size of input and the degree of utilisation. In the interwar period investment and savings were relatively low but the intensity of utilisation of capital appears to have increased (Matthews et al. 1982: 120, 151–4). British capital assets tended to stagnate in aggregate during the period 1913–51 because of the rundown of overseas assets during war and the exceptionally low savings level throughout. Some fifteen per cent of overseas assets were lost during the First World War and a further twenty five per cent during the second. The low savings ratio in interwar Britain is attributable to inadequate demand and heavy unemployment. After the Second World War with full employment savings and investment rose to new and unprecedented levels.



Table 2.5 Growth rates of net output, inputs and total factor productivity, 1856-1973 (% per annum)


	
	Net output

	Labour inputs

	Capital inputs

	Total factor productivity






	1856-73

	2.2

	0.0

	1.7

	1.5




	1873-1913

	1.8

	0.9

	1.8

	0.5




	1924-37

	2.2

	1.5

	2.0

	0.6




	1951-73

	2.6

	-0.5

	3.9

	2.2








Note: labour inputs are in man hours and capital inputs are net.

Source: Matthews et al. 1982: 208, 210.

On this basis the most important single source of growth between 1924 and 1937 is additional labour input while capital input and growth in total factor productivity are approximately equal and rather disappointing, especially in comparison with the period since 1945. These results suggest strongly that the characteristics of the late Victorian and Edwardian economies continued into the interwar period and that total factor productivity performance remained relatively poor between 1870 and 1939. The improvement in growth rates during the interwar period is largely attributable to changes in age structure and a greater intensity of capital utilisation rather than increased investment or higher rates of productivity growth.

Growth in TFP was low by post-Second World War standards but improved over the level attained in the period 1873-1913. There were important changes in productivity, perhaps amounting to a breakthrough in manufacturing. Applying the growth accounting approach to manufacturing reveals that during the interwar years manufacturing output and productivity rose sharply to levels comparable with the post-Second World War years.



Table 2.6 Growth of output, inputs and TFP: manufacturing, 1873-1973 (% per annum)


	
	Output

	Labour input

	Capital input

	Total factor productivity






	1873-1913

	2.0

	0.8

	2.6

	0.6




	1924-37

	3.2

	1.4

	1.0

	1.9




	1937-51

	2.5

	1.0

	2.9

	0.9




	1951-64

	3.2

	0.2

	3.3

	2.0




	1964-73

	3.0

	-1.6

	3.3

	3.1








Source: Matthews et al. 1982: 228-9.

This was achieved partly through a relatively high level of labour input but in spite of an exceptionally low input of capital.

Once again it appears that interwar growth has dualistic aspects which may be concealed if growth is examined simply in aggregate. It also has to be pointed out that a focus on growth serves to obscure the fact that the interwar economy was operating at what might be seen as a relatively low absolute level; with at least 10 per cent of the insured work-force unemployed, interwar Britain produced much less than it might have done with fuller employment. While the relationship between unemployment and productivity remains obscure, clearly, a continuation of the modest growth rates of the late nineteenth century through the first two decades of the twentieth century together with fuller employment would have left the interwar economy operating at much higher levels of output.

There are considerable differences in TFP between sectors and also important differences between the 1920s and 1930s (Matthews et al. 1982: Appendix M, 608-11). Agriculture, mining, construction and transport were the best performers in 1924-9, while commerce and manufacturing did better in 1929-37. Manufacturing was by far the largest contributor to TFP growth in the interwar period followed by transport and agriculture. Overall there was better performance in TFP in 1924-9 than in 1929-37, but this was not the case in manufacturing, where most industries did better in 1929-37 than in 1924-9. In the 1930s TFP improved only in manufacturing and public utilities and this may reflect the influence of the 1930s depression. The possibility exists of a peculiar relationship between manufacturing productivity and unemployment. Labour shakeouts in the early 1920s and again in the early 1930s appear to have been translated into lasting improvements in manufacturing productivity. In the service industries the response appears to have been different with a more sluggish response to changes in the labour market and adverse productivity effects, notably in commerce where TFP fell absolutely between 1924 and 1937, almost certainly because labour crowded into low productivity work in the face of general unemployment (Matthews et al. 1982: 233).

In summary it can be said that there was a marked improvement in TFP in the interwar period which was evident from the 1920s and there was no overall improvement in the 1930s. This enhanced performance was partially masked by the effects of unemployment. Productivity performance was however well below the achievements recorded after 1945, even if allowance is made for unemployment effects. The improved growth performance of the interwar years resulted more from TFI, and especially labour inputs, than from TFP improvement. After the Second World War a very different situation emerged with greatly enhanced contributions from TFP and capital input while crude labour input contracted.




THE STANDARD OF LIVING


Our discussion of growth so far has dealt with national aggregates which ignore some important issues affecting living standards. These include wealth and income distribution, regional disparities and the external account.

As we have seen, the annual average growth rate of GDP was 2.2 per cent and growth of GDP per capita averaged 1.8 per cent from 1924 to 1937. These figures do not include external transactions. During this period net income from abroad was zero but the favourable movement of the terms of trade (average import prices compared with average export prices) added 0.3 per cent per annum to GDP per capita, giving an overall increase in real disposable income per capita of approximately 2.0 per cent per annum (Matthews et al. 1982: 498). In the interwar period disposable income per head appears to have grown faster than in any previous period and this followed a decline during 1913-24. It was not until after 1950 that this rate of growth in real disposable income per head was exceeded.

Although the terms of trade improvement appears to have had a relatively small impact upon income growth in aggregate terms it almost certainly had a more important influence on living standards. As a major exporter of manufactured goods and importer of primary products, Britain gained from the sharp relative decline of prices for primary products. If the ratio of British export to import prices in 1913 is assumed to be 100, by the 1920s the index averaged 127 and rose to 138 in the 1930s (Lewis 1949: 202). These gains were, to some extent, offset by losses resulting from reduced income in the primary producing countries which damaged British export industries and contributed to economic stagnation and unemployment. Nevertheless, cheaper imports, especially of food, made a substantial contribution to improved living standards. This influence must have increased down the social scale as the proportion of income spent on food increased. A contemporary survey suggested that, in 1935, out of an average weekly income per head of £1.50, a total of 45p was spent on food (Boyd-Orr 1936: Appendix V, table II). For a nation spending nearly one third of its income on food the fall in imported food prices, by 40 per cent or more during the early 1930s, helped to sustain spending which was the central feature in recovery from depression.

One of the most convenient ways of attempting to quantify living standards is to compare prices, or the ‘cost of living’ with money wages or earnings. Combining the two will give an index for real wages. Obviously there may be differences between wage rates and actual earnings and some allowance has to be made for unemployment. Average weekly wage rates fell sharply between 1920 and 1923, on average by about 25 per cent. After that there was hardly any change in average rates until the late 1930s when they rose slightly. Prices also fell sharply during the early 1920s, but not as much as wages, so there was a slight fall in real wages until the mid-1920s. However, prices fell sharply again during the early 1930s, while money wages were almost maintained, and the result was a rise in real wages of up to 12 per cent. Overall, the improvement in real wages was very modest by post-1945 standards and we must also remember that between 10 and 23 per cent of insured workers failed to benefit in particular years because they were unemployed. Real GDP per head improved much more than real wages and, once again, this seems to emphasise the importance of changing age structure. Fewer children meant that a higher proportion of the population could either work or claim unemployment benefits and within families wages had to support a smaller number of people.

We have also seen that in the interwar years the savings ratio, that is the proportion of national income not consumed, fell. While this resulted  in a lower rate of investment it allowed the propensity to consume to increase. It is not clear why savings fell, but in part this was the result of changes in income distribution and, perhaps also, the result of deficient demand and unemployment. The share of wages in national income tended to increase and the share of profits fell. Inevitably the unemployed tended to have a high propensity to consume and unemployed people were compelled to spend available savings. At the same time, a depressed economy reduced retained profits in business which could be used for investment purposes.



[image: Image]

Figure 2.1 Wage rates, retail prices and real wages, 1920-38
Source: LCS, Key Statistics: Table E; 8.





Table 2.7 Population age groups and dependency ratios, 1913 and 1939 (million)


	
	0-14

	15-64

	65+

	Total

	Dependency ratio (per cent)






	
	(1)

	(2)

	(3)

	(4)

	(1) + (3) as percentage of (4)




	1913

	13.88

	29.13

	2.66

	45.67

	36




	1939

	10.30

	33.21

	4.25

	47.76

	30








Source: Calculated from Feinstein 1972: Table 56, T123.

In terms of the income scale British society has been compared to a group of people on a moving staircase. While the staircase as a whole moves upwards the relative position of the people on it remains largely unchanged. In the interwar period the staircase moved upwards as real incomes, on average, increased. On the whole the relative positions of different income groups did not change much but there was a slight shift towards greater income equality. The top end of society became less rich and the middle became slightly better off in relative terms. There has been a well-established long-run trend towards greater income equality in Britain during much of the twentieth century (Diamond 1979). However, this has mainly taken the form of levelling down with redistribution from the very rich to middle-income groups. The tendency towards greater equality, indicated by a diminishing Gini coefficient, has come from the relatively faster growth of middle-order incomes, reflecting changes in the occupational structure with an increase in salaried staff and white collar workers. In the interwar years the share of income going to the top 5 per cent declined from 44 per cent in 1913 to 30 per cent in 1939. However, the bottom 40 per cent does not appear to have made any significant gains in relative terms.

With wealth also there was a slight movement towards greater equality, but distribution remained highly inequitable and much more so than the distribution of income. The overwhelming majority of people had no significant wealth at all and, in 1913, it is estimated that 70 per cent of the total wealth of Britain was owned by 1 per cent of the population. By 1930 the wealthy 1 per cent owned only 55 per cent of total wealth (Atkinson and Harrison 1978: 139).

Lower-income groups gained from the increase in direct taxation of incomes and wealth which commenced during the Edwardian period and gained momentum from wartime needs and fiscal changes. Average wage earners on about £3.00 per week were well below the income tax threshold of £5.00 per week and only the very wealthy were inconvenienced by estate duties. (The latter could be avoided by inter vivos transfers.) To some extent the progressive nature of direct taxation was offset by indirect taxes, mainly customs and excise duties, which hit working-class consumption and especially beer and tobacco. The sharp increase in state expenditure over the pre-1914 period also tended to benefit the lower-income groups through the receipt of pensions and social security benefits.

As we have seen, there were important improvements in productivity during the interwar years, especially in manufacturing, and these were translated into income improvements. Overall, however, the rate of growth in TFP was relatively disappointing and other influences were more important in generating income growth. Changing age structure and reduced family size appears to have been the largest single factor, but the improvement in the terms of trade along with a range of distributional changes were also important. It appears, therefore, that the connections between growth on a narrow definition and living standards are complex and somewhat tenuous. Demographic and political influences were at least as important in raising growth and improving distribution as strictly economic factors and it is clear that growth is far from being the whole story. Absolute real income levels failed to recover to pre-First World War standards until the late 1920s. After that there was marked improvement but some of this could be seen as a catching-up exercise as productivity improved. Throughout the period incomes remained at levels which were insufficient to ensure the full employment of available resources, although the export industries continued to complain that they were cost constrained by high wage levels.




THE QUALITY OF LIFE


It is increasingly argued that the conventional measures of economic growth fail to provide a useful indication of the quality of life. This may be less true of the interwar period than of more recent times because quantitative changes were probably matched by qualitative improvements. As noted above, personal consumption grew much more than real wages between the wars. The quality of life appears to have improved as the margin between wages and the cost of basic necessities widened; working hours became shorter, the market began to supply more leisure activity and entertainment on a commercial basis and the home became more tolerable and attractive as a centre for consumption (Stevenson 1984: Ch. 4). It is possible to cite a whole range of new consumer developments which emerged during the interwar years, ranging from radio, cinema and mass circulation daily newspapers to Kellogg’s Corn Flakes, Bisto and Ovaltine. In his somewhat discredited stage theory of history W.W. Rostow concludes that the ‘age of high mass consumption’ arrived in Britain during the 1930s, at which point, there would be ‘expansion of consumption levels beyond basic food, shelter and clothing, not only to better food, shelter and clothing but into the range of mass consumption or durable consumers’ goods and services, which the mature economies of the twentieth century can provide’ (Rostow 1971: 74). However, Western Europe lagged at least two decades behind the USA in this development and Rostow is by no means certain about the British arrival during the 1930s. He suggests that the Great West Road, the rise of Coventry, and the Morris works at Oxford were symptoms of the new consumerism but unemployment and low wages meant that consumer durables such as motor vehicles, washing machines and other new amenities remained middle class luxuries. For the bulk of the population the new consumer goods and services remained confined to relatively minor and cheap items. It is impossible to know how much access to electric lighting, radio, a daily newspaper or regular cinema attendance (mainly female) enhanced the quality of life. To some extent these replaced earlier consumer and leisure activities such as beer drinking (heavily male) and the chapel. However, the fact that other activities were replaced may be taken to indicate a preference.

The growing commercialisation of sport and leisure activity reflects a number of developments including higher disposable incomes, the shorter working week and the emergence of Saturday afternoon as a leisure period. Jones (1986) concludes that the interwar years were a crucial period in the development of modern forms of leisure in Britain. Again, it is clear that smaller family size played a crucial role, as home life became less cramped and constrained and new leisure forms developed, the home was seen in a new light. Formal holidays became more common and holidays with pay provisions spread rapidly in the 1930s with the spur of legislation in 1938. A range of new products including durables such as washing machines and vacuum cleaners began to relieve the burden of running the home and radio and newspapers may have made it a more pleasant place to be. For women, in particular, the fall in family size and the new range of products represented one of the most important liberating influences since the Industrial Revolution and there is no doubt that housewives were the vanguard of the new consumerism. However, the spread of these new developments varied very greatly in both vertical and horizontal scales. It was in London and the South East that new consumer and leisure patterns spread most rapidly, while the depressed areas, because of poverty and unemployment, remained relatively unaffected. The middle classes were best placed to benefit. Improvements were also reflected in demographic trends discussed in Chapter 3.

During the interwar period the number of salary earners grew by 50 per cent and by 1939 about 15 per cent of workers were in this category. Most of these earned in excess of £250 per annum, a figure which is usually assumed to represent the threshold of middle-class status (Seers 1951: 34). The burgeoning middle class was a product of the growth in clerical, commercial and administrative employment. It could be said that the middle class became more differentiated and expanded ‘downmarket’, but these were the groups, in particular, who benefited most from the growing consumerism and moved, with enthusiasm to new durables and homes. This new ‘cut-price’ affluence (Stevenson 1984:130) was reflected in the expansion of the car market from 140,000 vehicles on the road in 1914 to 3 million in 1939. By 1931 an Austin Seven or a Ford Eight could be bought for a little over £100, which was about a third of a year’s salary for a teacher. The cost of housing also fell and the affordability of mortgages rose. Domestic service continued as a major form of employment with over 1.4 million so employed in 1931. One in five households still had at least one domestic servant in 1931. For many middle-class families the interwar years were a time of relative privilege and access to amenities which later became devalued through mass availability. After 1940 with the sharp decline of domestic service and the sharp rise in progressive taxation, things were never quite the same again.




POVERTY


Historians are generally agreed that absolute poverty had diminished in the decades before 1914 and that it continued to diminish during the interwar period. Nevertheless, sufficient poverty remained for it to continue to be a major issue for concern. The vogue for social investigation of poverty which had developed during the late Victorian years continued in the interwar period and may have been given a new momentum and focus as a result of the emergence of heavy and sustained unemployment. A series of poverty surveys, both official and unofficial, provide substantial detail of interwar poverty and the sufferings of the unemployed became a subject for literary and journalistic discourse as well as a subject for sober academic books and journals (Whiteside 1987).

While the overwhelming evidence supports the thesis of a general long-term diminution of poverty, the abiding folk memory of the interwar years remains one of social suffering. This paradox arises in part because of unemployment and the fact that poverty affected new sections of the population and also because of the increasing popular attention and concern which interwar poverty attracted. It may also be the case that recent attention to economic aggregates has deflected attention and some important areas of suffering notably through ill health, stress, poor diet and inadequate housing, have been to some degree overlooked. Also, the official or governmental line tended to be that the British poor and unemployed were relatively well treated so that the political emphasis tended to minimise poverty (Macnicol 1980; Webster 1982 and 1985).

The most important interwar surveys of poverty included A.L. Bowley and M. Hogg, Has Poverty Diminished? (1925); H. Llewellyn Smith (ed.), The New Survey of London Life and Labour (1934); B.S. Rowntree, The Human Needs of Labour (1937); Poverty and Progress (1941); H. Tout, The Standard of Living in Bristol (1938); and D. Caradog Jones (ed.), The Social Survey of Merseyside (1934) but this list could be considerably extended and a long catalogue of works on poverty could be added (Stevenson 1977). All of these surveys adopted the device pioneered by Booth and Rowntree in the late nineteenth century of applying a ‘poverty line’ based upon the simplest human needs in terms of food, clothing and shelter. While Booth and Rowntree had defined poverty in terms of customary standards, the interwar surveys attempted to apply more scientific principles taking account, for example, of recent research into dietary needs.

Rowntree’s 1936 survey of York made comparisons with his earlier survey of 1899 possible and it was clear that between the two surveys there had been substantial improvements both in real incomes and the quality of life. Rowntree concluded:


The economic condition of the workers is better by thirty per cent than in 1899, though working hours are shorter. Housing is immeasurably better, health is better, education is better. Cheap means of transport, the provision of public libraries and cheap books, the wireless, the cinema and other places of entertainment, have placed within the reach of everyone forms of recreation unknown forty years ago … but if instead of looking backward we look forward, then we see how far the standard of living of many workers falls short of any standard which could be regarded, even for the time being, as satisfactory… there is no cause for satisfaction in the fact that in a country so rich as England, over thirty per cent of the workers in a typical provincial city should have incomes so small that it is beyond their means to live even at the stringently economical level adopted as a minimum in this survey, nor in the fact that almost half the children of working class parents spend the first five years of their lives in poverty and that almost a third of them live below the poverty line for ten years or more.

(Rowntree 1941: 99)



In 1899, on the basis of a very strict poverty line, Rowntree had found about thirty per cent of the working population in York living in poverty. Half of these were in what he termed ‘primary poverty’, with not enough to maintain basic physical health. For his 1936 survey Rowntree found it necessary to define a new poverty line, revised according to changes in conditions. He concluded that poverty was only half as widespread as in 1899. The main element in the new definition of poverty was a minimum allowance for food based upon the report of a committee appointed in 1933 by the British Medical Association. Rowntree calculated that the typical family consisting of husband, wife and three dependent children required forty three shillings and six pence (£2.17p) per week, of which just half would be spent on food (rent excluded). He was well aware that on this income, according to prevailing standards, a family of five could only be maintained adequately if the utmost stringency was applied. There was no margin for luxuries or emergencies or bad housekeeping. However, on this basis, 31 per cent of the working population surveyed were living in some degree of poverty and, once again, about half of these were classified as being in ‘primary poverty’ with incomes which were inadequate in relation to basic physical needs. About 18 per cent of the total population of York were living in some degree of poverty. (We should of course, remember that 1936 was a good year in terms of the economic cycle.) The other surveys suggested a less extensive degree of poverty. The London survey indicated that about 10 per cent of working-class families were below its poverty line; for Merseyside the figure was 16 per cent; Herbert Tout’s figure for Bristol was about 10 per cent and the 1924 survey of five towns by Bowley and Hogg indicated 11 per cent. The London survey covered the area first investigated by Charles Booth in the 1880s. While poverty had certainly diminished it was found that the rate of decline had been slowed by the persistent housing shortage which the poor faced and the departure from the area of the more prosperous families. As a result, East London remained an area where there was persistent poverty. Nevertheless, the survey found that poverty was only one third as extensive as indicated by Booth. Out of a total population of 2.4 million, 284,000 (12 per cent) were living in poverty as defined by Booth (Llewellyn Smith 1934: 6).

Table 2.8, based on Rowntree’s Survey, compares his poverty lines with other indicators.

The principal causes of poverty were, in general, much the same in the interwar years as in 1899 and have remained so ever since. In simple terms poverty resulted from having either no income or low income in relation to needs (see Table 2.9). Children, the disabled, sick or elderly and the unemployed were likely to fall into poverty without the support of others. It was also the case, however, that many of the employed found their incomes were inadequate and this was especially the case where there were large families to support. The market system did not relate income to needs and the wage spectrum fell well below most poverty lines when family needs were taken into account.



Table 2.8 Minimum needs 1936 (excluding rent)

	1 man (working)

	£1.28




	1 woman (working)

	£1.08




	couple

	£1.59




	couple plus 1 child

	£1.90




	couple plus 2 children

	£2.06




	couple plus 3 children

	£2.17




	couple plus 4 children

	£2.44




	Plus 17p for food and 5p for other items per additional child.








Source: Rowntree 1941: 28.



Table 2.9 Poverty, wages and benefits in the 1930s (couple plus 3 children, rent 50p per week)

	Rowntree human needs 1936

	£2.67 (employed)




	
	£2.51 (unemployed)




	Average wage

	£3.00




	Typical miner’s wage

	£2.25




	Unemployment insurance

	£1.75




	Unemployment assistance, 1936

	£2.10




	Rowntree 1899 poverty line at 1936 prices

	£1.56




	Bristol survey poverty line 1937

	£2.38




	Average spending of working-class households, 1938 (excluding unemployed)

	£4.25








Source: Glynn and Oxborrow 1976: 43.

British working-class life consisted of a series of income peaks and troughs. Poverty was most likely to affect the young, the middle-aged and the elderly in what Rowntree referred to as the ‘three crises’ of poverty. The greatest risk of living in poverty came during childhood. This was followed by a period of comparative affluence once employment commenced, usually at the age of 14. Manual labour earnings tended to peak when physical vigour was at its greatest and young adults without dependants were the most affluent members of the working class. At marriage most women ceased employment and children usually arrived in the early years of marriage. Poverty was quite likely again during the child-rearing period, especially if there were more than two or three children. Once the children commenced employment, or departed the home, the situation improved and there was another comparatively affluent period in later middle age providing health and employment were maintained. This was followed by old age when poverty again became possible if savings were inadequate and there was a lack of support from relatives. The old age pension alone was insufficient to keep pensioners out of poverty.



Table 2.10 Proportion of working-class population in primary poverty due to various causes (York 1899 and 1936, per cent)


	
	1899

	1936






	Death of chief wage-earner

	2.42

	0.61




	Illness of chief wage-earner

	0.79

	1.60




	Unemployment

	0.36

	3.04




	Irregularity of work

	0.44

	0.40




	Largeness of family

	3.43

	0.54




	In regular work but low wages

	8.03

	0.63








Source: Rowntree 1941: 116.

In York in 1899 Rowntree had found that low wages were the most important single cause of poverty followed by family size and death of the main wage-earner. In 1936 the chief cause was unemployment, followed by illness and old age (see Table 2.10).

There is no doubt that children bore a disproportionate burden of poverty. According to Rowntree the majority of working-class children in York spent at least part of their childhood in poverty. In Bristol, Tout found ‘one working class child in every five comes from a home where income is inadequate to provide a base minimum standard, according to the austere Survey rules. It means that in these homes there is not enough income to provide the minimum diets prescribed by the British Medical Association’ (Tout 1938: 40). If we remember that York and Bristol were relatively prosperous cities it becomes clear that most British children during the interwar years had some experience of poverty and an alarmingly high proportion lived in circumstances so basic that physical stature and health may have been adversely affected. There can be little doubt that experiencing or witnessing poverty at first hand was an important formative influence upon British working-class attitudes and the events and changes of the 1940s must be seen against this background.




CONCLUSIONS


During the interwar period life experience for most British people appears to have improved in both quantitative and qualitative terms. Nevertheless, at the end of the period the majority experience remained both mean and constrained by modern standards. While sections of the population, including the middle classes and better-paid workers with fewer dependants, gained a glimpse of a new level of affluence, most people were only touched by this in relatively trivial ways. Higher wages and smaller families were the main influences in the diminution of poverty but this was partially offset by the rise in unemployment and its impact in the old industrial areas which had been relatively prosperous before 1920. Poverty remained an important part of the interwar experience affecting most people’s lives either directly or indirectly.








Chapter 3

Society and politics




POPULATION SIZE AND DISTRIBUTION


During the early twentieth century Britain was approaching the end of a ‘demographic transition’ from the high birth and death rates typical of pre-industrial society to the modern situation of low birth and death rates and relatively slow population growth. Population in England, at least, continued to grow, but at much slower rates than during the nineteenth century. In Wales, Scotland and Northern Ireland the population total tended to stagnate (see Table 3.1).

Population growth results from an excess of births over deaths and/or from net migration. After 1920 both birth and death rates continued on downward trends which had been evident since the late nineteenth century. After a brief postwar baby boom, the birth rate fell faster than the death rate and the rate of natural increase fell by the 1930s to levels which caused some alarm. There was considerable net emigration during the 1920s but the flow was reversed from 1930 as British citizens returned from abroad, refugees fled Continental Europe and modest inflows continued from the Irish Republic (Ermisch 1983).

Population grew by about 2 million in the 1920s and 1.8 million in the 1930s (see Table 3.2). This represented a sharp fall in growth compared with the first decade of the twentieth century, which recorded a natural increase of 4.6 million. Of course, by the interwar period the exceptionally high number of births recorded in the Edwardian period was being reflected in an increased work-force. Indeed, as a result of demographic changes, the interwar period experienced an unusually high ratio of workers, or potential workers, to dependants. Unfortunately, because of heavy unemployment, much of this enhanced potential was wasted.



Table 3.1 Population of Great Britain and Ireland, 1901–51 (millions)


	
	England and Wales

	Scotland

	Ireland






	1901

	32.5

	4.5

	4.6




	1911

	36.0

	4.8

	4.4




	1921

	37.0

	4.9

	1.3(a) 3.0(b)(1926)




	1931

	40.0

	4.8

	1.3(a)(1937) 3.0(b)(1936)




	1951

	43.8

	5.1

	1.4(a) 3.0(b)








Notes: (a) = Northern Ireland; (b) = Republic of Ireland

Source: Mitchell and Deane 1962: 6-7.



Table 3.2 Population increase in Great Britain, 1921–41 (millions)


	
	Natural increase

	Net migration

	Population increase






	1921-31

	2.6

	-0.6

	2.0




	1931-41

	1.2

	0.7

	1.8








Source: Glynn and Oxborrow 1976: 189.

Historians have tended to downgrade the demographic effects of the First World War. War service casualties are estimated at 610,000 and few British families escaped tragedy. More than a quarter of all males aged between 12 and 25 in 1914 were killed. Also, there was injury on a massive scale and 2.5 million men were officially classified as disabled after the war (Winter 1986a). However, it has been suggested that if prewar rates of emigration had continued this might have reduced the young male population even more than war deaths.

Fertility had been declining since the 1860s and the decline appears to have accelerated during and after the First World War. Live births per married women fell from 5.7 for marriages in the 1860s to 2.19 for the late 1920s (Cmd 7695 1949). There was a further fall in the 1930s and by the mid-1930s the replacement rate was less than unity. The reasons for declining fertility have been much discussed but still remain to some extent unclear. By the 1930s some form of birth control was being used in 80 per cent of marriages where there was risk of pregnancy, although this usually involved natural or ‘non appliance’ methods (Mitchison 1977). At the same time, artificial means were gaining wider acceptance in medical and other circles and were being more widely publicised in the interwar years. New efforts were made to give birth control a more wholesome image by linking it with marital fulfilment and planned family formation, notably in the work of the feminist writer and birth control pioneer Marie Stopes and the Family Planning Association.

The decline in family size of the late nineteenth century had been largely a middle-class affair. By the 1920s the fall had spread to the working class although some work groups such as miners and farm labourers continued to have large families. The willingness to limit births appears to some extent to have been related to the costs (material and non-material) of child bearing and rearing. The factors which may have had some influence in declining fertility include the decline of the family as an economic and social unit, a rise in the norms of child rearing, the declining value of child labour, the changing status of women and declining mortality so that more children survived. Economic insecurities in the 1930s, in terms of employment, may have intensified the downward trend in fertility. The decline in family size is a complicated social phenomenon which cannot be readily attributed to a single cause or motivation. Declining fertility occurred in most of the world’s industrial economies at about the same time. What can be said is that where couples became aware that it was possible to have smaller families than would have occurred naturally, and where the means of family limitation were morally and financially acceptable, the majority clearly preferred to have smaller families. Indeed, by the end of the 1930s large families were beginning to be seen not only as social anomalies but as a source of social problems.

Average household size did not fall as much as completed family size but there was a decline from 4.36 in 1911 to 3.19 in 1951. Changing family and household size undoubtedly had an impact on life experience for the majority of the population and it seems likely that the result was a significant but unquantifiable improvement in the quality of life. This combined and interacted with other influences pushing in the same direction.

Mortality also fell, continuing a trend from the 1860s onwards. This is usually attributed to improvements in nutrition, housing, dress and environment rather than to advances in medicine, but public health improvements played some part. Infectious diseases, notably tuberculosis, were the major cause of death in nineteenth-century Britain and improved resistance reduced mortality. Death rates for older age groups (45+) fell less than for the population as a whole so that, while life expectancy at birth grew enormously, there was less improvement after middle age. Infant mortality had improved dramatically from 154 per thousand births in 1900 to 60 in 1930, but this remained high by modern standards. In the interwar period death rates for people in middle life fell almost to modern levels and this can be largely attributed to better living standards. For infants and older age groups there remained much scope for improvement and this had to await advances in medicine and in the system of medical care. Also, there remained some significant horizontal and vertical variations in mortality with, for example, mortality rates well above the national average in some older industrial centres and regions and a tendency for rates to increase sharply down the social scale.

It has been argued that after 1920 the internal mobility of the British population was lower than in previous decades (Lee 1977). This may seem remarkable in view of the high regional differentials in employment and it should be said that internal migration is not easy to define and measure objectively (Baines 1985). Certainly by the 1920s there was only limited scope for further rural-urban drift. Frielander and Roshier (1966) have shown that vestiges of the rural-urban drift of the nineteenth century survived into the middle years of the twentieth in the form of movement, usually of single people, from villages to cities. However, this was heavily exceeded by movement, usually of recently married couples, from large cities to medium-sized towns. There was a fairly continuous flow from North to South. The population of Wales, Scotland and Ireland tended to stagnate and there were individual years of decline. Much of the external emigration in the 1920s appears to have been from these areas, especially Scotland. The share of national population in the South East, including London, had been rising for many decades but after 1920 this accelerated and the Midlands also began to increase its share. All other regions had a declining share of population, although absolute increases were recorded in most. These changes clearly reflect economic circumstances, including industrial contraction in some regions and expansion in others.




SOCIAL ORDER AND STRUCTURE


It is possible to suggest that in the first half of the twentieth century there were strong signs of increasing social tension in Britain and class conflict appeared to become more violent, harsh and intense than in the late Victorian period. Politics, ostensibly at least, became organised on social class lines, the threat of revolution troubled the Cabinet in 1919, industrial relations were in turmoil between 1911 and 1926, and the general strike was seen by some as a threat to the constitution. Despite these outward signs of conflict and instability, British society through the early twentieth century exhibited a remarkable stability and cohesion despite the strains of two world wars, depression and heavy unemployment. In fact, the only real rupture was the separation of 26 counties of Ireland to form the Irish Free State and this was essentially a national and political rather than a social change.

At the end of the nineteenth century, in the world’s oldest industrial society, the very modest increase in living standards which industrialisation had brought had been purchased at the cost of long, intense, disciplined and sustained work activity, often in very unpleasant and sometimes hazardous working conditions and strict personal and social disciplines.
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