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Abstract

The thesis examines the interplay of business, politics and the economy
during the 1930s. Relationships are studied through the analysis of the tariff
introduced in 1932 by the British government. The introduction of the tariff in
1932 was important because this marked a clear break in government policy
toward international trade, Britain having had a long tradition of free trade. The
work is not concerned with the macroeconomic effects of the tariff and its overall
impact on the economy. The focus instead is upon policy formulation and
business involvement in this process.

Government knew the tariff could be used as more than a revenue earner,
importantly the tariff also provided them with the opportunity to negotiate with
industry, enabling intervention and promotion of industrial policy aims. On the
other side, business wanted a given level of protection and would lobby to achieve
their aims: while at the same time they were unwilling to undergo change.

The thesis provides the first detailed analysis of the work of the Import
Duties Advisory Committee [IDAC] and their attempt to develop a ‘scientific’
tariff from its inception in 1932. A two-pronged approach is taken to the work
considering the process from the point of view of the government and business.
The first perspective, that of government, considers what the government wanted
from the tariff and the extent to which these objectives were met. The second
perspective analyses what business wanted and how successful business was in
‘capturing’ benefits.

An overview of how the committee arrived at its decision for all additional
duty applications made between 1932 and 1939 is offered in the thesis. This
brings to light the factors at play in convincing the Committee that extra
protection was justified. Additionally, the work provides an in-depth analysis of

selective industry cases.



Abbreviations Used.

ABCM
ABCC
AP
AWH

BBMA
BEA
BEAMA
BISF
BISRA

DSIR

EAC
EIA
ELMA

HJH

ICI
IDC
IDAC
IREJ

MinAg
MRC
MTTA

Association of British Chemical Manufacturers
Association of British Chambers of Commerce
Sir Allan Powell

Sir Alfred W Hurst

British Bath Manufacturers Association

British Engineers Association

British Electrical and Allied Manufacturers Association
British Iron and Steel Federation

British Scientific Instrument Research Association

Department of Scientific and Industrial Research

Economic Advisory Council
Empire Industries Association

Electric Lamp Manufacturers' Association of Great Britain

The Federation of British Industry

H J Hutchinson

Imperial Chemical Industries
Inter-Departmental Committee on the Prices of Building Materials
Import Duties Advisory Committee

Initial Rejection — application turned down immediately

Ministry of Agriculture
Modern Records Centre

Machine Tools Trade Association



NIESR
NFBTE
NFISM
NFU
NFUsc
NO

OGD

PA

PCCC

PEP

SIC

UTF

YES

National Institute for Economic and Social Research

National Federation of Building Trade Employers

National Federation of Iron and Steel Manufacturers

National Farmers Union

National Farmers Union of Scotland

No decision — application turned down after further consideration
and advertising

National Union of Manufacturers

Other government department

Percy Ashley

Parliamentary Committee of the Co-operative Congress

Political and Economic Planning

Sir Sydney J Chapman

Timber Trade Federation

United Tanners’ Federation

Yes decision — application approved following further

consideration and advertising



PUBLIC AND PRIVATE INTERESTS IN THE FORMULATION OF GOVERNMENT

POLICY: THE CASE OF THE IMPORT DUTIES ADVISORY COMMITTEE [IDAC] IN

1930S BRITAIN. 1
ABSTRACT 2
ABBREVIATIONS USED 3
CHAPTER 1: BRITISH TARIFFS 1932-39: WHO PULLED THE LEVERS?......ccccccccceueee. 11
HISTORY OF PROTECTIONISM IN THE EARLY TWENTIETH CENTURY .....ocorterineenrvncrirerreneerecssacene 13
TRADE ASSOCIATION VIEWS ON PROTECTIONISM ....ccvieuvevereessrieeesressissessseessesseessessesssesseessssssses 16
TRADE ASSOCIATIONS AND THE BRITISH GOVERNMENT: A BRIEF HISTORY .....c.ccorvveemenrereesavennenns 24
DEVELOPMENT OF THE STATE/GOVERNMENT POLICY INTERVENTION ........cocuerrmeeemrevernnenreresnnenne 29
PRODUCING A SCIENTIFIC TARIFF ....oecoveverreeserrreseersessessessessssssnssasessssesssessassasensessasssessssssosaessssenes 32
THE RENT SEEKERS ...eeveeveveeteerueseessesseesssssesserssssresseeserssarsssssssssessessesssassorsesssesssesssessesessssnsesnsesss 35
THE STRUCTURE OF THE THESIS ....ceouerteireenreereereserensesressssssecsesesnossossessscssessossnssssonsessssssessasssossenses 39
CHAPTER 2: THE PUBLIC AND THE PRIVATE INTERESTS 45
THE DEVELOPMENT OF TRADE ASSOCIATIONS .....coiviiiivieireersiessreesseessnsisesssaserssssssesssssenssasssassnnse 46
HOW TRADE ASSOCIATIONS WORK WITH GOVERNMENT ......ccocveruierrervennierrasneessessssssessesssessessssenes 49
TRADE ASSOCIATIONS’ INFLUENCE ON POLICY BEFORE THE SECOND WORLD WAR.........cccee..... 51
WHAT DID THE TRADE ASSOCIATIONS WANT FROM THE TARIFF AND IDAC? ........covevvrreeveeennens 59
HISTORY AND FUNCTIONS OF IDAC .......cocmitiietcmet ettt 62
THE COMMITTEE MEMBERS .....ccvviiteenveieeeiseesesseeessecesssnisssesssesssesssassssossesssssssssassssesssesesasassnsnses 65
THE RESPONSIBILITIES OF THE COMMITTEE .......ccivieeteesiveesteeeseesssresssssssessesssessssseesssesssesssessssnsnnns 67
HOW THE COMMITTEE WORKED........utitiitieeeeeiieeernteeessseesessnssesssseesssesssnsessessssesssssssnssssesnsesnssnns 71
WHAT THE TWO SIDES WANTED FROM THE TARIFF ......uooviitreteeermereersesseeresneesseensessessnessssssosssnseees 76
SOURCES AND APPROACH.........corveeeiirertenienereserisesessssssssiossesssessssssssessssesssssssasssssssnsessasssanssassssae 78
CHAPTER 3. ADDITIONAL DUTY APPLICATIONS 1932-39: DATA ANALYSIS ......... 82
WHAT IS RECORDED IN THE COMMITTEE PAPERSY ....ccvviiiiieeteeenreereeerresneesaeesrsessssesssesssessssesanns 83
DETAILS OF THE DATABASE .....uvtiovtterieenueerseeesenenenssesssessinssssesssstesssesnntontessnssssssesssesssasessesssassnnsans 84

HOW MANY APPLICATIONS FOR ADDITIONAL DUTY WERE MADE TO THE COMMITTEE, AND WHEN?

.................................................................................................................................................... 86
HOW MANY APPLICATIONS WERE SUCCESSFULY........ccortrieeireenrceeeneennstesneessanessseeseaesaestessesnns 88
TIME TO MAKE DECISIONS .....cceiieieitertrnatesiestenessneetestssstesstsssesssesesseessnssessassnesssnsssesssesaessesseesasees 89
WHO WERE THE APPLICANTS? .....cueiuiiiiieieereeieeereseessentssensesesssessssessesesssesassensansesssassnsossansesasssenses 92



DID IT MATTEX WHETHER APPLICATIONS CAME FROM TRADE ASSOCIATIONS OR INDIVIDUAL
FIRMS? ..vevrcsenetatrseneucassssesaeasessssssesanssssesnssassansssssssassrssestsssasssseseemsstssessrenesssesensssnsnensacs S 93
DID THE APPLCANTS WHO SUBMITTED MORE THAN ONE APPLICATION BECOME MORE
SUCCESSFULT.....ccotrrrrerereresesessssssssessssssesssesesestssssesasssessnssssessssssssessssssssssessassssesssssosessssesssssssesesesess 96
WHAT REASOKRS WERE GIVEN FOR NEEDING THE ADDITIONAL DUTY? AND, DID THE REASONS
CHANGE OVERTIME.......coiiiniiririrtecnnisnenee st e sseeesee e sseus s aesaemeesce e ssentnaes et saesstssbesseseneenssanan 98
WERE CERTAN REASONS MORE LIKELY TO CONVINCE THE COMMITTEE TO APPROVE THE

REQUEST FOR ADDITIONAL DUTY Y...uvveureeiieereresresseessreesnesessesssesessessensssesssessssessesssnassssesssasssasase 100
‘WHICH REASCNS WERE LESS CONVINCING? ......coccouviereeieeiiieseeresesseesesssesssressssssssssssssssssasersessns 102
WHO OPPOSED ADDITIONAL DUTY APPLICATIONS? .....uveiveerueeeiverssnecseesssesenesseersesensesessessassssonss 103

HOW SUCCESSFUL WERE OPPONENTS IN PERSUADING THE COMMITTEE TO REFUSE APPLICATIONS

FOR ADDITIONAL DUTY 2...cocuruivrinneninaeseneresseesessessesssaseasssenes BSOSO OO RRORRN 105
‘WHO SUPPORTED THE APPLICATIONS FOR ADDITIONAL DUTY? .....covtieuiiierenerencnceraeressnsnssensenes 107
THE COMMITTEES DECISIONS .....couteeirieanrceeeneecseesaecssessesseneossesessessessesssssssntessenssssnnssensenssocen 108
DECISIONS BY INDIVIDUAL COMMITTEE MEMBERS .......c.coveueririnmerenerenmseresenssssessesessesensssssesnes 108
WHY DID THECOMMITTEE REFUSE APPLICATIONS? ....o.veoeeriiriteereeeraeseressrsesesessssesssensanssensens 109
THE IMMEDIATE REFUSALS (INITIAL REJECTIONS) .....cveueeeteresnarereseseseosossaesessasesssassasssssssssesenns 109

THE CASES REFUSED BY THE COMMITTEE AFTER ADVERTISING AND IN-DEPTH CONSIDERATION

.................................................................................................................................................. 113
WHY DID SOME APPLICATIONS SUCCEEDY ......ciceueeerireeteeerinestnesseesssssssssssssssessessessnesnsssessesnsenns 116
CONCLUSIONS .....veccvreeneerreresesienresrnrsseesssessssessesssesnnes rtresreeeeasaeebesanr e beerbesabteanae errernrebarreen 118
CHAPTER 4. IDAC AND THE BUILDING INDUSTRY. 121
WHAT WAS THE COMMITTEE’S APPROACH? .......cccovvvrvrennan. ererresteeeeeerbesbes e rneare st e e s arsesaenrennes 125
THE COMMITTEE VIEW......utiiieieinerineeerenseessssessesssessseessesssssssessrsesssssssssessesssssssssrsassesssessssssesansen 128
WHEN DID THE BUILDING INDUSTRY CONTACT IDAC?........ccceuvuen. S reerreeeeree e erreaerrenres 138
CONCLUSIONS ...ecuviveerrerrereessessessessessestessessessessnessesssssensesssessesssossesssessassessssssessessssasesssssssossesnones 153

CHAPTER 5. THE IDAC AND THE BRITISH ENGINEERS ASSOCIATION [BEA]....154

THE CONTINUING RELATIONSHIP, ...c.ccvoveveveeeeeeseessssseseseeenessessesesesesesssssssssssssssnsssesesmesesssessossees 157
THEIDAC, THE BEA, AND THE MACHINERY LICENSING SCHEME. .....cceeetvninrnumereerinseesesensenes 162
THE ENGINEERING INDUSTRIES TARIFF.......cooiiiitieieteeeeeneeetetneeseseeieses e ssenseeesesesesseneseneen 170
PROTECTION OF THE IRON AND STEEL INDUSTRY, AND IRON AND STEEL PRICING ................... 178
THE TARIFF AND THE RECOVERY OF THE ENGINEERING INDUSTRY ....vvevvuruerrenrenernosesssnnesseseenes 184
CONCLUSION.....c.ootruriveireerssestsrnsnisssserssesesessssssesstssssssssssssssasesentesssssssermssnsssasesssssesess wrerrneareenens 187
CHAPTER 6: IDAC AND THE WIDER POLICY ENVIRONMENT 190
IDAC AND WIDER POLICY ISSUES .....cvvvivevererenrarsnserssessansssmssesssesenssssansesesessens veereerenee revereereaees 194
RE-ORGANISATION/RATIONALISATION .....cceuiiereuemnscesesernessessessessesseseensreeasssesseseesseseessessensen 196
ENCOURAGEMENT OF BUSINESS ORGANISATIONS .....ccoertieueteserenenaenieseesessestessessessessesessessenees 204



GROWTH OF TRADE ASSOCIATIONS ......vvviererersrveeerseriesssessssrsessesssssessssssasesasessasesssssssrassessnenssns 204

FORMATION OF CARTELS .....oueivuveeeveeesneresssreesessesesneessssessssssssssessssseasssssssstesesssnsassasssssesssssassnne 207
PRICE-FIXING AND MONOPOLIES ...cecvveereeerueerseessressueessessssessesssesssssssesessssssesssesssassssssseassassssssssnans 220
EFFICIENCY THROUGH RESEARCH AND INNOVATION.......cvvveertecnireeereeasressnsssssesscsssessessesssossesnnanee 224
NEW INDUSTRY AND NEW LINES OF PRODUCTION. .....covtteverreerrrerseeecssensesssesoresssnssesssassssssonesss 231
MACHINERY LICENSING.......ccuseteieerereereersseresssenseessssssesesssessassessesssssasssssssessssnessssssessassessaosssssaasas 235
CONCLUSION ......oeeeeeceetieectereeereeseeeassessasassasmeeassssessssseessssmesseessseassssesesssnnsassesssnsnsssseensessensssnesacs 240
CHAPTER 7 CONCLUSION 241
BUSINESS GOVERNMENT RELATIONSHIPS. .......ceovecrrereeeeresneeseesessnesseesneoserssesssssessassssssassesssssenens 241

WHY WERE CERTAIN SECTORS MORE LIKELY TO GET THE ADDITIONAL DUTIES THAT THEY

REQUESTED? ....veuvvivreretrarenreesesnaersessesssaensesesssesatsesssseseesssnsestassessssssesssessensssssssasssssesssesassssosassnns 244
WHAT DID THE COMMITTEE WANT TO ACHIEVE? ......ooiviieciritecncreescsnrssesressssessessssssssoss snons 245
THE APPROACH ...cooueiiiniertetssescemiee et etenes s seenessessssasnnesesasstssesssssasasssessasesussessssassassesssasessas 248
PROBLEMS WITH THE APPROACHT ....cuemiceiieienrcneesncntseeneeseatesenteeesaensssssesassassisassnsssonessossons 249
SCIENTIFIC TARIFF AND THE COMMITTEE APPROACH .....ooevmrecrtireniersnennsesssessessencsmnssessanensannenes 250

How AWARE WERE IDAC OF WIDER GOVERNMENT POLICY AIMS, AND HOW CO-ORDINATED WAS

POLICY ACROSS GOVERNMENT? ...cvuvrerueerseeensnessersssesessssmssssessssssssssssssasssnsesestssssenessessssasesesenes 252
APPENDIX 1.1 256
HISTORY OF TARIFF PROTECTION IN THE TWENTIETH CENTURY .....ccceeurriirinimmrnirenniserisuennsnsnes 256
APPENDIX 2.1 258
COMMITTEE MEMBERS .....cuevtrieeemietmeertentesntestsscssesssstenesseseseetenescnsesaeasecsssssssssiossssssssssssonnas 258
APPENDIX 2.2 260
RESPONSIBILITIES OF IDAC .....oovueveurrnirererrrniiessntsesessaessss s sessessesessssasesssassesessessesessesesenserenenss 260
APPENDIX 2.3 261

HEADS OF INFORMATION EVENTUALLY TO BE SUPPLIED SO FAR AS POSSIBLE BY BODIES MAKING
REPRESENTATIONS FOR ADDITIONAL DUTIES. ....ocotiniiirncnmiiiitrecnecensienieseressesssmsssssensesnssesnnas 261

APPENDIX 2.4 263

SOURCES OF INFORMATION USED BY IDAC OTHER THAN FROM THE APPLICANTS THEMSELVES

.................................................................................................................................................. 263
OTHER GOVERNMENT DEPARTMENTS......cecctirieeereerssreererssnersnessaesssessesssnsessassssssssnsenssssossnsassnssonne 263
OTHER SOURCES OF INFORMATION ......c.uvvteieieeerteieessmeeeseessssesessesessseessssssesssssessssesssussassseasarsneeas 263
APPENDIX 3.1 265

SAMPLE DETAILS OF APPLICANTS AS RECORDED IN DATABASE (FULL DETAILS CAN BE VIEWED IN
DATABASE ON CD-ROM PROVIDED) .....ccucoviiieiirimenrenteeresesaee e set e e enesessssesiesssssssessssstsssses 265



APPENDIX 3.2 266

SAMPLE DETAILS OF OPPONENTS AS RECORDED IN DATABASE (FULL DETAILS CAN BE VIEWED IN
DATABASE ON CD-ROM PROVIDED) .......coveeurenireerrieressecsesssesasecssessessasssssnsrssssesssssessnsssassasssns 266

APPENDIX 3.3 267

SAMPLE DETAILS OF SUPPORTERS AS RECORDED IN DATABASE (FULL DETAILS CAN BE VIEWED IN

DATABASE ON CD-ROM PROVIDED) .....ccorvreetreveeereraersrseersesssnssnssssessassesesssssssssorseossessnsessasasass 267
SUPPORTER ID SUPPORTER DESCRIPTION..........ccoounuimminmeiseesisesnsenrenensassssssissssssossssnsnsseas 267
APPENDIX 3.4 REASONS GIVEN BY APPLICANTS | 268
APPENDIX 3.5 269
‘INITIAL REJECTION’ (WITHOUT ADVERTISING) DATABASE CODES ......ccocieerveenrervreesnerrnnsssnesones 269
APPENDIX 3.6 270
‘NO’ (AFTER ADVERTISING) DATABASE CODES .......ccetimruinurnrscssenmersecsoserssssssssssssssmsessasssssessnes 270
APPENDIX 3.7 271
‘YES’ (APPROVED AFTER ADVERTISING) DATABASE CODES .....c.cevueierieseurereseserastsesnsesenssscesenne 271
APPENDIX 3.8 272
DECISIONS MADE EACH YEAR ... oucuiurieeesaetecatceeas e sesetesasesssassssstsssssssasasasssssssssnssesssesssnsssenssens 272
APPENDIX 4.1 273
PART A. OUTPUT AND GROWTH OF OUTPUT 1930-1935......ccoeurmreremcecmercrcerencmcesieeseneinaseneenene 273
APPENDIX 4.1 274
PART B. EMPLOYMENT AND GROWTH OF EMPLOYMENT 1930-1935 .......ooviiieereee e 274
APPENDIX 4.2 - 275
WEIGHTED TARIFF FOR THE BUILDING INDUSTRY IN 1935.....ceiueirnereeeerrenrienaennensesessnessesenes 275
APPENDIX 4.3 276
TABLE | — HOUSING OUTPUT AND MORTGAGE INTEREST RATES, 1930 TO 1936 .......ccccrvrevnecen 276

TABLE 2 — MONTHLY REPAYMENTS PER £100, ACCORDING TO VARYING TERMS OF YEARS AND

RATES OF INTEREST ...ovucuereremsssinnesessessencereasasencesiosasssestassseasassnsnstossssstsssssesssssssssassssssassessssas 276
APPENDIX 4.4 277
WHOLESALE PRICES ....c.ototiuitirinaeirissencnnesesssetsnestsosssosessasssssnsasssssssssssssssasssssessssnsasessasssssssnessan 277
APPENDIX 4.5 278
CHART OF BUILDING MATERIAL WHOLESALE PRICES......c.cortvvertnsuiescenersnesessessonessesssssessssssasssosens 278



APPENDIX 5.1 279

MEETINGS BEWEEN THE BEA ANDIDAC .......ccccvvinirrnceicereeaenee 279
MEMO 19.5.32FROM BEA RE: EXEMPTION OF CERTAIN MACHINERY 280
APPENDIX 5.3 281
MACHINERY LICENCES ....covemiuirmrinieriisesnsrmmsssmessosssssisssssssessosesssssssstssssestsssesssisasssssesssssscssones 281
APPENDIX 5.4 282
LETTER TO PEECY ASHLEY, WRITTEN ON THE 8TH OF FEBRUARY, 1937. .....cccoevurrvcrinevcrnnne 282
APPENDIX 6.1 284
LETTER SENT TO THE CHAIRMAN OF THE VELVET DUTIES COMMITTEE, NOVEMBER 1936.......284
APPENDIX 6.2 285
CASES WHERE THE COMMITTEE DISCUSSED THE ORGANISATION OF THE INDUSTRY: ...c.cvovveusenes 285
APPENDIX 6.3 286

APPLICATIONS WHERE ISSUES WITH CARTELS WERE GIVEN AS A SPECIFIC REASON FOR THE
APPLICATION ..o tcrccsie e teneesi sttt e bt e ce e s ce s e s s s s s e s s ssssssssasasesnenssssssssssssssosssrnrnnns 286
APPLICATIONS MADE WHERE THE APPLICANTS STATED THEY NEEDED ADDITIONAL PROTECTION
BECAUSE OF THE BREAKDOWN OF A CARTEL. .....c.ccoiiiiiiiiieieiieenenieeneiitenssnnieeetee e serss e e e s saeas 289

APPENDIX 6.4 293

APPLICATIONS FOR ADDITIONAL DUTY WHERE THE TARIFF INCREASE BECAME UNNECESSARY

WHEN INTERNATIONAL CARTEL AGREEMENTS WERE REACHED. .....c.oicuiiiniiineiiecrneeieeeieeenneenenens 293
APPENDIX 6.5 ' 295
CASES WHERE THERE IS EVIDENCE OF PRICE-FIXING AND/OR MONOPOLY CONCERNS: .............. 295
APPENDIX 6.6 297

APPLICATIONS REFUSED BECAUSE THE COMMITTEE HAD CONCERNS ABOUT MONOPOLY PRICING.

.................................................................................................................................................. 297
EXTRACT FROM: IDAC SECOND ANNUAL REPORT, MARCH 1ST 1933 - FEBRUARY 28TH 1934
.................................................................................................................................................. 298
APPENDIX 6.8 299
MOVEMENT INPRICES AT THE END OF 1937 .....cuiuiiiiiicneeceennirerensssassasssssssanssesesesssssssseses 299
APPENDIX 6.9 300

PART A. CASES WHERE THE ADDITIONAL DUTY WAS GRANTED BECAUSE THE APPLICANTS WERE
WELL ORGANISED AND/OR EFFICIENT. .....vccuvvirerereiveesseeieeessessseesssesssesssorssssnsessssessesonsassnnsssssnnss 300



APPENDIX 6.9 301

PART B. CASES THAT WERE REJECTED BECAUSE THE INDUSTRY WAS VIEWED AS INEFFICIENT BY

THE COMMITTEE ......ooiiiitiniii ittt s e ss et e seses s e sassesassssassasssanasesasss st st sassnsnsasasencasones 301
APPENDIX 6.10 302
REPORT ON THE SHEET GLASS INDUSTRY ....oooiiiieeieiereentecsirieteteeeeseneaeeeene 302
APPENDIX 6.11 304

APPLICATIONS WHERE APPLICANTS CLAIMED THAT THEIRS WAS EITHER A NEW INDUSTRY

NEEDING ADDITIONAL PROTECTION OR THAT NEW LINES OF PRODUCTION WERE BEING

INTRODUCED. ...c.eurieemrenenerercssescssessssssssesssssssssssssssesesssssssssssssssesassessesssssssassssssesassssssessassanssoss 304
APPENDIX 6.12 306
DSIR MEETING MINUTES ....coutiutrteemreniesiietesessnssesetsassiesssssesssasssssssesssssasssessssssesssssensesesesses 306
APPENDIX 6.13 307

CERTAIN CASES IN WHICH MANUFACTURE IN THIS COUNTRY OF MACHINERY HITHERTO

IMPORTED HAS BEEN UNDERTAKEN. ....cuviuiireiueitictecteseeesestesteessessessssssessesssossessessssssesnsossesssones 307
OTHER CASES ...cvueeecreieteeeeeeeiteeteesssessesssessesasstessesssesensesssessssssssessssessssssssssasessssossesssssssessnsssnnes 307
BIBLIOGRAPHY 309
MANUSCRIPT SOURCES ...cvviouvimiteerrsrersssssestnersiresstssssraessasssesserssssssssssssesssssasssssssssssessessesasssnsses 309
THESES. ...t itereeeerterscneeeertteee st eesserasesaasasssasesssseresseassssesssessneasssassssessnssenasssesesssssnsssesessrseessnsasenn 310
OFFICIAL PUBLICATIONS .....cccctteeitrentiereennessarssreessessnesssssssssesssssssesstssssesssnessaessassssseensesssessnssssns 310
SECONDARY SOURCES ....vcovvenrieeieteereerecseseseseseisessssssessssssssssssssssossessssssssssssessssssassasssssesrssssoses 310

10



Chapter 1: British Tariffs 1932-39: who pulled the levers?

The purpose of this thesis is to examine the relationships between business
pressure groups, and the evolution and operation of economic policies. This will
consider business-government relations as they evolved in 1930s Britain. The
intention is to study this relationship through an analysis of additional duty
applications put before the Import Duties Advisory Committee [IDAC] between
1932-1939.

The main issue of this thesis is the interplay of business, politics and the
economy during the 1930s. Relationships are studied through the analysis of the
tariff introduced in 1932 by the British government. The introduction of the tariff
in 1932 was important because this marked a clear break in government policy
toward international trade, Britain having had a long tradition of free trade. The
work is not concerned with the macroeconomic effects of the tariff and its overall
impact on the economy. The focus instead is upon policy formulation and
business involvement in this process. It considers the extent to which business
mobilised state power (or vice versa) and the sources of the strengths and
weaknesses of various sectors. Government knew the tariff could be used as more
than a revenue earner, importantly the tariff also provided them with thé
opportunity to negotiate with industry, enabling intervention and promotion of
industrial policy aims. On the other side, business wanted a given level of
protection and would lobby to achieve their aims': while at the same time they
were unwilling to undergo change.

The Import Duties Advisory Committee [IDAC] was a body set-up in
1932 to administer tariff policy in the UK. The Committee was given the task of
introducing a ‘scientific’ tariff to the country. The Import Duties Act of March

1932 had introduced a general ad valorem duty of ten per cent.? It was the

! The concern was with effective rates of protection, they wanted to secure the highest possible

rates on their own products and at the same time, the lowest rates on their inputs.

? There were exceptions to this rate. Items covered by existing protective legislation, such as the

McKenna duties, were not covered. There was also a free list of goods. These were not subjectv to
11



responsibility of the Committee to impose additional duties for the protection of
particular industries. In making their decisions the Committee needed to consider:
‘the advisability in the national interest of restricting imports into the United
Kingdom and the interests generally of trade and industry in the United Kingdom,
including those of trades and industries which are consumers of goods as well as
those of trades and industries which are producers of goods’.> The way in which
this would be achieved was left in the hands of the Committee.*

The objectives of this paper are to provide the first detailed analysis of the
work of IDAC and their attempt to develop a ‘scientific’ tariff from its inception
in 1932. This area of contact between government and industry is seen as part of
a bargaining process; the output of the process being the resultant tariff position
and resultant industrial strengths. A two-pronged approach is taken to the work
considering the process from the point of view of the government and business.
The first perspective, that of government, considers what the government wanted
from the tariff and the extent to which these objectives were met. The second
perspective analyses what business wanted and how successful business was in
‘capturing’ benefits. The analysis is conducted largely through the examination of

IDAC papers and Minutes.

any duty (most foodstuffs, raw materials and coal), and Commonwealth goods were exempt from
the tariff.
3 Hutchinson, Sir Herbert, Tariff-Making and Industrial Reconstruction, (London: 1965).p.21
* The committee did not have power of decision. This ultimately was in the hands of the Treasury.
However, evidence shows that the Treasury accepted the recommendations of IDAC and that their
role was little more than a ‘rubber stamping’ exercise. The Treasury was not able to increase duties
itself: it could only ‘accept’ or ‘reject’ the recommendations. The imposition of the tariff was by
Treasury Order subject to passing in the House of Commons. An Order was then effective
immediately.

12



History Of Protectionism in the Early Twentieth Century’

McKenna first introduced import Duties in 1915 these covered a limited
number of luxury items such as motor cars clocks and watches. They were
designed to raise revenue, and were introduced as temporary wartime measures.
They were renewed annually throughout the war, were briefly repealed in 1924,
and re-introduced. Hence, they were still in force in 1938, at which time they were
incorporated into the General Tariff. Further acts in the 1920s included the
Dyestuffs Act of 1920, introducing duties on chemicals, and the Safeguarding of
Industries Act in 1921, placing duties on goods deemed to be of ‘strategic’
importance.6 Items covered by Safeguarding were extended during the twenties,
but no significant moves were made towards the introduction of a general tariff. ’
Capie notes: ‘The measures that had been taken in the 1920s were all rather
insignificant in terms of the volume of imports they affected but they were of

some importance for their inroads on free trade ideology’.8

3 Summary details of the duties imposed in the first part of the Twentieth Century are shown at
Appendix 1.1.
® Percy Ashley, ‘An Experiment in Tariff-Making’ pp.1-45 The Manchester School X1, NoI April

1940, notes that the Safeguarding duties introduced in 1921 were wholly protective in purpose.

Before that the tariffs were revenue tariffs with any protective element being incidental. That said
the proportion of total imports covered by the Safeguarding Acts was very small.
Part 1 of the Act introduced in 1921 was intended to protect industries of vital importance to
defence as well as to industrial protection generally. Duties of 33'/3% were imposed for a period of
five years on the following items: scientific instruments, wireless valves, magnets, synthetic
organic chemicals, laboratory glass and porcelain ware, and hosiery needles. A duty of 50% was
imposed on optical glass. In 1926 the tariff on these items was renewed for a further ten years. Part
11 of the Act imposed duties in 1926 for industries suffering from especially severe foreign
competition, ‘'dumping’. These duties were imposed for 5 years. The definition of dumping and the
levels of evidence to be produced were such that very few industries were able to gain protection
under the Act.
7 The iron and steel industry aimed to get protection under safeguarding for pig iron, but its
application failed. The granting of protection to such a large industry that was itself a major
supplier to other sectors of the economy might have made a general tariff unavoidable.
® Forrest Capie Depression and Protectionism: Britain between the Wars (1983) p.41
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The 1906 General Election was fought over the issues of ‘protection’ and
‘imperial preference’, the electorate did not support these policies however, and
free traders won the day. Even by 1923, the electorate was not persuaded that
protectionism would be beneficial for the country. In 1923 the Conservative Party,
under Baldwin, sought re-election and chose to promote a policy of protection.
This issue dominated the election, but it appears that the electorate feared the
tariff would increase the price of foodstuffs. Consequently the Conservatives lost
the election, with a minority Labour Party forming the government with the
support of the Liberals. Politicians thereafter, were wary of the protectionist issue,
and Britain was firmly set in favour of free trade. ‘In 1923, when the
Conservatives advocated the imposition of a tariff as a response to the
unemployment problem, the party suffered such a decisive electoral defeat that it
campaigned thereafter on the basis of a pledge not to impose new duties’.’ The
pledge was neither to introduce a tariff on foodstuffs nor to introduce a general
tariff the party remained keen on safeguarding however.'®

In 1924, with this pledge not to extend protection, the Conservatives
returned to power. Winston Churchill, a free trader, was appointed as Chancellor
of the Exchequer and this would help the government to keep their promise on
protection. '' Between 1924-1929, the Baldwin government adhered to their
pledge not to introduce protection and the extension of safeguarding was limited.
In the 1929 election, Baldwin was still unprepared to shift on the policy. As Ball
notes: ‘most of the opposition within the party was based on electoral expediency

and not on fundamental beliefs’.'?

° Eichengreen Sterling p.4
10 According to Stuart Ball, Baldwin and the Conservative Party: the crisis of 1929-1931 (London,
1988), the issue of tariff reform dominated Conservative Party history in the period 1903-31.
Joseph Chamberlain in 1903 had opened the campaign. The 1906 election was lost because of fear
of food taxes, and two further elections in 1910 were lost. Following the loss in the election of
1923, the party in 1924 pledged to only increase protection via the safeguarding of selected
industries.
"' Rooth T. British Protectionism and the international economy: overseas commercial policy in
the 1930’s, (Cambridge, 1993) p.38
12 Ball Stuart Baldwin p.38
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In formulating policy in the wake of defeat in the 1929 election Baldwin
was concerned to preserve party unity as well as to ensure that policies were not
electoral liabilities. He felt that protection was likely to split the party and that any
suggestion of imposing tariff on foodstuffs would be electorally fatal especially in
seats in the midlands and the north of England.'3 From autumn 1929, the party’s
attitude began to shift back toward adopting a policy of protectionism. By
February 1930, Baldwin was prepared to promise that a future Conservative
government would extend safeguarding duties to steel and textiles.'* In the
summer of 1930, Neville Chamberlain advocated an emergency tariff and in the
summer of 1932, the Conservative Research Department published its work on the

tariff.

The Labour government throughout the 1920s were opposed to tariffs on
principle, but the ensuing depression and the international climate of the early
thirties was to encourage the introduction of a tariff.'”> World-wide trade barriers
grew steadily after the First World War'® and with the financial crises and
economic depression of 1929-32: “a fresh outburst of protectionism appeared and
world trade co]]apsed’.17 The government began to face pressure from many sides,
even ‘expert’ opinion shifted in favour of introducing a revenue tariff.'®
Budgetary problems in 1930 and 1931 would also promote the tariff as a solution

to revenue shortfalls. The depression aggravated the budgetary problem both by

' Rooth Protectionism p.55

' See Ball Stuart Baldwin p.56 on Baldwin’s February Coliseum speech.

By many, this would have been taken to mean that the party would have to introduce a general
tariff. These two large industries had knock-on effects on so many other sectors.

'3 Eichengreen, Sterling, suggests the opinion of the Labour Party did change under the influence
of such prominent individuals as Keynes. The Economic Advisory Council also supported the
introduction of the tariff. pp6-14

16 Initially the widespread appearance of quotas and prohibitions along with currency depreciation
were more important as barriers to trade than changes in tariffs. Tariffs remained relatively stable
in the first eight years following the war but began to rise from 1927 onwards.

' Capie Depression and Protectionism, p.2

'8 Rooth Protectionism p-49, this refers to Keynes, and other key members of the Economic

Advisory Council
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reducing revenue, and by increasing expenditure on unemployment benefits. In
1930 unemployment increased from 12 to 20% of the insured labour force;
deflation accelerated; and the Balance of Trade deficit increased.'® The tariff was
not introduced howeyver, until after the Labour government lost office. Shortly
after the National Government came to power, the Abnormal Importations Act
was enacted in November 1931.%® “The Conservatives dominated the national
government. Men who believed in protection led the party, and it had been
committed to a protectionist policy since autumn 1930°." The Import Duties Act
followed shortly afterwards in February 1932. This imposed a 10 per cent tariff on
all goods, except those specifically exempted; this was quickly increased to a

basic rate of 20 per cent.

Trade Association views on Protectionism

There has been considerable debate in the literature regarding the reason
for the introduction of protectionism in 1931. Part of the debate centres around the
extent to which it resulted from business pressure. Some authors have argued that
the introduction of protection came after a period of sustained pressure, whilst
others have suggested it was simply a matter of expediency, being adopted as a
result of crises. Forest Capie is a proponent of the former view. He argues there
was a sustained build up of protectionist pressure before the slump. ‘Thus the
implementation of the protectionist policy should be seen more as the culmination
of over a decade of pressure by interested parties, which built up to produce a
powerful force when worsening economic conditions developed at the end of the
1920s’.* Stephen Krasner also feels that there were forces in the longer-term
which would make protectionism inevitable. He argues that free trade suits the

strong, with Britain’s weakened position in the twentieth century, and the loss of

** Eichengreen Sterling p.17

% This was introduced as an emergency measure because it was argued imports had started to rise
at an unprecedented or ‘abnormal’ rate

' Rooth Protectionism p.69

22 Capie Depression and Protectionism, pp.45-46
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her hegemony, it was necessary to have a change of trade policy. The depression
acted as the spur for change, bringing about the necessary return to protection.”
Beer, suggests that the foundations for a protective tariff were laid in advance. He
points out that by early 1931 the Conservative Research Department had produced
a complete tariff scheme ready to be pushed through parliament and introduced
when required.?* Rooth argues that opinion in Britain had already begun to move
in favour of the tariff by 1930. He states that the steady erosion of support for free
trade in the late 1920s helps to explain the speed with which it collapsed once the
country was hit by the world-wide dc:pression.25 A different view of events is
however, taken by Eichengreen, who sees the tariff as a response to the immediate
pressures of the depression, and especially to the deterioration of the balance of
payments.?® He argues: ‘the authorities’ distrust of the effects of a floating
exchange rate formed the basis of their decision to impose the General Tariff in
1932.*" The main objective in introducing the tariff was to secure the exchange
rate and avoid hyperinflation. "The debate about tariffs changed in 1931, and
although protectionist demands remained strong, the greatest pressure for the
remainder of the life of the second labour government stemmed from the budget
deficit and the financial crisis'.?®

The most comprehensive examination yet of the relationship between
business interests and government policy towards protection during the period
1902 to 1932 is the work of Andrew Marrison.29 Marrison provides an analysis of
industry by industry attitudes towards protectionism before the First World War.
For the period up to 1913, the focus is on the Chambers of Commerce, reviewing

the position of each local chamber, and on the Tariff Reform League. Amongst

2 Stephen Krasner, ‘State Power and the Structure of International Trade’, World Politics, 28
(1976) pp.317-48
% Beer Samuel H. Modern British Politics: a study of parties and pressure groups (1965) p.288
% Rooth T. Protectionism p.45
% Eichengreen, Sterling, does note the importance of pressure groups, and suggests they were
important for the shaping of the tariff structure.
7T Eichengreen Sterling p.3
% Rooth Protectionism p.59
 Marrison A. British Business and Protection, 1903-32 (Oxford, 1996)
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the local chambers, Marrison found early support for tariff reform. The ACCUK
however, remained essentially Free Trade up to 1914.

Marrison argues that the introduction of Safeguarding post-war did not
require a significant move away from free trade ideology but served to dampen
the effectiveness of tariff reformers’ propaganda.”® Industries to be protected
under the Safeguarding Act were determined by the Board of Trade to whom
applications had to be made. Their list of protection disappointed industries such
as hosiery, toys and even automobiles.”' Nine applications received by the Board
of Trade appealed for anti-dumping protection but all failed. In the first five
months twenty-four applications were received seeking protection against
currency depreciation, sixteen were either rejected or withdrawn, and eight were
referred on to committees. By March 1922, seven committee reports were
announced with four having a favourable result.>?

Forrest Capie notes, in the recession of 1921 a powerful deputation from
the National Union of Manufacturers [NUM] visited Baldwin, the President of the
Board of Trade, urging prompt action.”® The Safeguarding of Industries Bill soon
followed. According to Capie: 'It was a clear case of protection (even if only of
modest extent) resulting from business pressure‘.z"1 He further argues that the
NUM kept pressure up with the result being that by 1923 the greater part of
British industry was willing to lend support to the campaign. The 1923 election
having been fought based on the protectionist question. |

Capie also considers the work of the Empire Industries Association [EIA}].
The EIA was formed in 1924 with the purpose of lobbying for a tariff. This

organisation had the support of many backbenchers in Parliament. The body is

% Marrison Protection p.256
3! Marrison notes, the Board of Trade rejected the claims of the Association of British Motor and
Allied Manufacturers for 33% commercial duty on cars [p.257 and footnote 8]. The Nottingham
Chamber of Commerce were disappointed that embroidery, lace cotton hosiery, and gloves were
not afforded key industry status [p.259, from Nottingham CoC Annual Report 1919)
Marrison Protection pp.257-259
32 Marrison Protection p.263
3 Capie Depression and Protectionism p.72
3 Capie Depression and Protectionism p.72
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seen as playing an important part in the eventual introduction of the tariff. Seeing
the importarice of iron and steel for other industries the EIA supported calls for
introduction of a protective tariff for the industry, believing that this would
ultimately have to lead to the introduction of a general tariff. "The EIA became a
most powerful pressure group in the course of the next few years, cultivating the
press and public opinion assiduously'.”®

Several historians have taken the view that the Federation of British
Industry [FBI] was heavily divided in its attitude towards tariffs. Stephen Blank
has written of the inability of FBI leaders 'to take any stand in favour of Protection
because of the opposition of many groups within it'. Further, according to Blank
the FBI sacrificed a radical line on industrial policy in order to secure membership
size and growth.* “Until the fall of 1930, the FBI’s leaders believed that any
action with regard to tariff policy would irrevocably split the membership and
thus destroy the orgemization’.37 The FBI recommended tariffs to the government
in 1931, and the Import Duties Bill was introduced in 1932, but by 1931 tariff
reform was not a controversial issue. ‘Protection came not because of what the
FBI did, but because in the economic crisis all opposition had melted away and,
when this had taken place, those individuals like Chamberlain who had long been
committed to tariff reform were prepared to act’.>® This was likely to be true of
other ‘umbrella’ or high-level trade associations that represented a large number
of sectional interests.

Holland, in his study, of the FBI 1929-39, examined the composition of
the organisation. He points out that a high level of membership came from the
traditional export staple industries; iron and steel, shipbuilding and engineering,
with cotton and coal interests also being important.’ Because of this bias towards
export industries, discussions within the organisation were dominated by the

theme of Britain's international competitiveness. However, because export trade

% Capie Depression and Protectionism p.74

% Blank Stephen Industry and Government in Britain (Farnborough 1973) p.15
*" Blank Industry p.27

3 Blank Industry p.28

¥Holland R.F. “The Federation of British Industries and the International Economy’,
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affected members to differing extents there was no consensus in the FBI regarding
tariffs. It was not until 1930, with the worsening of Britain's international trading
position, that agreement in favour of tariffs was reached. Holland argues that the
FBI was unclear about the government’s intentions and this limited the action they
could take.*® Tariffs did become the central policy of the FBI though, as they
gambled on government support for protection of British Manufacturing.

‘By the autumn of 1930 the FBI, increasingly concerned that it might other
wise become marginalised as the voice of industry, had joined the protectionist
bandwagon'.*! The FBI joined the Empire Economic Union, the EIA, the National
Council of Industry and Commerce and the NUM in a Co-ordinating Committee
on Fiscal Policy that was set up to launch a protectionist propaganda campaign.42

Marrison also examined the FBI and its views on protectionism after the
War. In the immediate post-war years the organisation attempted to poll its
members views on the subject of tariff reform, and their fiscal views.*’ The FBI
had considerable difficulty in completing their investigation into members' views
since certain industrial groups would not respond. Marrison argues that the
membership was more protectionist than earlier historians had previously
acknowledged. Once the Safeguarding of Industries Act had been passed the FBI
were happy to become involved on behalf of their members - applications under
the legislation were seen as legitimate activity. The FBI helped prepare many
applications for safeguarding, but with limited success. The FBI by 1930 was
overwhelmingly protectionist. Most 'free traders' within it no longer supported the
removal of safeguarding duties, but there remained an embargo on discussing
tariff reforms. Because the FBI believed a permanent body would be set up to
review tariff procedure they believed it was unnecessary to undertake heavy

lobbying.**

Economic History Review Vol 34 (1981) p.287
“Holland ‘FBI’ p.290

! Rooth Protectionism p.47

“2 Closer involvement of banks with industry in the late twenties and early thirties, made them
more disposed to view protection favourably.
“Marrison Protection p.294

“Marrison Protection p.413
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In British Protectionism and the International Economy, Rooth examines
the roots of the 1932 General Tariff in the policies of the 1920s.*> He examines
the McKenna duties and the Safeguarding of Industries. Rooth considers the
views of various trade bodies. The British and Allied Manufacturers' Association
[sic] gave evidence to the Balfour Committee on Industrial Efficiency and
requested a protective tariff.*é The fine chemicals industry also said it relied on
the continuance of protection. Austin and Morris were both involved in the
campaign for continued protection of the motor industry. Sectors of the textile
industry also favoured protection by 1925. This was the case with hosiery
manufacturers who were dependent on dominion markets.

'Even the steel industry, which gave the government more trouble about
tariffs than any other sector, was fairly muted in its demands until after 1925'47
Referring to this industry Rooth asserts that because there was some division of
opinion the government was able to ward-off claims for protection. By the late
1920s, opposition had almost entirely disappeared from the industry. Demands for
protection and for imperialist policies gained fresh momentum from 1925. The
NUM and the EIA led this. The EIA aimed both to lobby MPs and government as
well as to educate the public. The agricultural sector had never taken to free trade.
In 1927, the NFU launched a campaign calling on county branches to pressure
local MPs for help.48 By the end of the twenties Chambers of Commerce were

increasingly willing to declare a protectionist stance. In July 1930 the British

“ The main focus of Rooth’s work, Protectionism, is a consideration of how Britain abandoned”
free trade in 1931-32 and then used protection as a bargaining tool in establishing bilateral trade
agreements. The tariff was regarded as a tool for bargaining with other nations, and it is this aspect
which forms the bulk of Rooth's study. The Import Duties Advisory Committee which was set-up
to make recommendations on higher selective duties is mentioned, but there is no in depth study of
its workings and relations with trade associations.
“Rooth Protectionism pp.38-39, the information is from the Board of Trade records on the Balfour
Committee
T Rooth Protectionism p-40
“8 Rooth Protectionism p.43
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Engineers' Association found from a poll of members that 96% favoured
protection.49

Steven Tolliday, in “Tariffs and Steel, 1916-1934: The Politics of
Industrial Decline’, notes steel industrialists called for tariff protection in the
twenties. However, they were not sufficiently unified to be able to exert pressure
upon government: ‘The industries where governments had been most ready to
intervene had been those such as cellulose, dyestuffs or fuel oil where a compact
body of employers with a clear plan had been able to win the support of a
government department for a specific course of action for a specific purpose’.50
He argues that NFISM (the main trade association for the Iron and Steel industry)
was significantly silent in the tariff election of 1923. Largely this was because the
industry had been lulled into a false sense of seéurity concerning its prospects -
the German industry was severely disrupted, and they had experienced an
immediate post-war boom. Only as the real pattern of international trade began to
emerge, did calls for protection grow stron gf:r.5 ! There still remained some
division of opinion however, and this took pressure off successive governments to
act.>? A clear link could not be established between the tariff and the regeneration
of the industry. Whilst industrialists called for protection the Government called
for the rationalisation of the industry.>

Attitudes toward protectionism were by no means uniform during this
period. The Safeguarding of Industries Act was a special case, with only those
industries of strategic importance benefiting significantly from the legislation.
Safeguarding bought about a change in the role of the state, but as Roberts argues,
this did not significantly increase or change the type of contact officials had with

businessmen.>* The Board of Trade merely had to process applications which

* This information comes from a BEA Report cited in Rooth T., Protectionism, p.46.
50 Tolliday, Steven, ‘Tariffs and Steel, 1916-1934: The Politics of Industrial Decline’ Businessmen
and Politics, ed. John Turner, (London, 1984) 50-75. p-53.
3" Tolliday ‘Tariffs and Steel’ p.53
52 Tolliday ‘Tariffs and Steel’ p.54
33 Tolliday ‘Tariffs and Steel’ p.55
34 Roberts R. “The Administrative Origins of Industrial Diplomacy: an Aspect of Government-
Industry Relations, 1929-35°, Turner J. (ed.) Businessmen and Politics (1984) pp.93-104
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were required to meet certain published criteria, their decisions were thus not
subjective. Attitudes tended to change with the economic fortune of the nation, in
the immediate post-war depression there were calls for protection, but these
abated as the economy recovered. For most of the twenties, the prevailing mood
was in favour of free trade, although there were always some calls for
protectionism. Trade association opinion tended to be divided along industry or
product lines. Rooth argues that business opinion at this time was ambiguous, so it
was easy for Government to quell any calls for protection.”

By the end of the twenties, business opinion was less divided however:
‘There may have been a growing consensus in the business world in 1930 about
the need for protection and imperial preference, but from June 1929 it was met by
a government that at the outset was profoundly opposed to tariffs’.>® By the end of
the twenties the mood was swinging in favour of protectionism. With the onset of
depression, calls for protectionism grew in intensity. The majority of trade
associations were in favour of the introduction of tariffs by the early thirties. By
August 1930 the ABCC adopted a report in favour of Safeguarding, and in
October 1930 the FBI found 96% of its membership supported protection.57

Marrison argues that protectionist sentiment and protectionist consensus
did indeed grow during the 1920s. However, given the Conservative Party’s
recent history protectionist pressure from business was stifled. Business wanted
protection but they wanted a Conservative government (with low taxation and
support of business) even more. Thus, it was not until it became apparent that the
Conservative Party was again committed to tariff reform that business expression
strongly emerged. Commitment to protection by the party was clearly established
by the autumn of 1930. This was the time for business to come out into the open

and begin to exert pressure.

35 Rooth Protectionism p-38
% Rooth Protectionism p.48
57 Capie Forrest “The Pressure for Tariff Protection in Britain, 1917-31" Journal of European

Economic History (1980), p.438
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The desire for protection rose to a peak by 1931, both in and out of
Parliament. The Abnormal Importations (Customs Duties) Bill was introduced on
16/11/31, coming into force on the 25th of that month, and imposing duties of
50% on a range of manufactured goods. The Act was a foretaste of the General

tariff legislation that came three months later.

Trade Associations and the British Government: a brief history.

In the nineteenth century, despite espousal of laissez-faire doctrines, state
intervention was deemed acceptable, particularly in order to overcome market
failures such as the regulation or control of emerging monopolies. However,
‘Despite the advances of the state and the popularity of municipal enterprise in
certain fields, the spirit of laissez faire, and business distrust of any government
intervention, remained strong’.5 8

Although businessmen before the First World War had canvassed
government intervention, especially by those calling for tariff protection, the idea
was not generally accepted. Hannah argues that in terms of international
comparisons, Britain traditionally had low levels of government intervention in
the economy. He notes that as late as 1911 Britain had only 73 public officials per
10,000 population, compared to the US with 113, Germany with 126, and France
176.%° Britain was unusual in that government expenditure in the economy was
limited, and this grew at a slower rate than did national income.

In World War I however, the state was forced to intervene: ‘Initiatives
which had been electorally impossible in peacetime now became political
imperatives. Import tariffs were introduced on a limited basis in 1916 to raise
revenue and protect strategically important industries; the government was also
involved in the promotion and financing of companies to manufacture goods

previously imported from Germany or vital to the war effort, like dyestuffs or

%% Hannah L. ‘Government and Business in Britain: The Evolution of the Modern Relationship’,
Nakagawa Keiichiro (ed) Government and Business (Tokyo, 1980), p.111
*® Hannah ‘Government and Business’ p.107
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aircraft dope’ 5 Government aided the growth of chemical and optical industries
by providing cheap loans and technical assistance.”’ A system of state controls
gradually emerged where the state directed more and more of the economy’s
activities, with business being made subject to a wide range of controls. The
railways, for instance, were placed under state control early in the war, to aid the
mobilisation of troops. The British Government became embroiled in the running
of industry to ensure that the nation was able to fight the ‘total war’.

In the case of economic policy, most wartime measures were temporary,
even if links between Whitehall and industry were strengthened.®? Traditional
views suggest, once the crises was over, the government could not return the
‘reins’ to industrialists quickly enough. Business was to be run by businessmen.
The state no longer wanted to intervene in the economy, and wished to pull back
to its traditional position, re-adopting a policy of laissez-faire. There were strong
pressures, from the City and the Treasury, to restore the traditional “arms-length”
British relations of industry and the state. The government retreated substantially
from its control over the economy. State intervention would again be limited in
nature. The State intervened to regulate certain sectors of the economy, such as
controlling railway rates. It intervened in the supply of electricity, and it had a
selective tariff policy to protect a limited number of specific industries.

Kirby and Rose present a modification of this view®. They acknowledge
the validity of explanations that stress the post-war resurgence of political and
economic orthodoxy (including the pursuit of laissez faire), but they argue that
this provides only a partial explanation. To illustrate their argument, they
examine, what was a major objective of public policy, the reconstruction of
industry. The Ministry of Reconstruction aimed to perpetuate improvements in

business organisation and efficiency in the post-war era.* However, according to

® Hannah ‘Government and Business’ p.112

¢ peden G. C. British Economic and Social Policy: Lloyd George to Thatcher (1990, 2™ ed.) p.35
2 peden George 1o Tharcher p.53

8 Kirby Maurice & Rose Mary B. ‘Productivity and Competitive Failure: British Government
Policy and Industry, 1914-19’, Jones Geoffrey & Kirby Maurice (eds) Competitiveness and the
State: Government and Business in Twentieth-Century Britain (Manchester 1991), pp.20-39

8 Kirby & Rose ‘Competitive Failure’ p.25
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Kirby and Rose this policy was largely unsuccessful. The Ministry could not
implement its policies because the climate of co-operation between employers,
labour and government no longer prevailed. Employers and labour no longer
worked in harmony. There was also a division of opinion within the business
community: ‘whilst government plans for industry may have reflected the ideas of
industrialists, they were derived it seems, from a vocal minority of productioneers
and trade warriors who were not representative of the majority of businessmen’.®
Kirby and Rose further argue that the impetus for reconstruction
diminished with the collapse of the German military. This latter point is reiterated
by Turner in his examination of the FBI: ‘peak organisations signally failed to
transform British politics in a ‘corporatist’ direction during and after the First
World War ... Their [FBI] efforts to enlist state support were constantly undercut
by their members’ hostility to state intervention, based on the wartime experiences
which had first driven them into the FBI. Unable to control their members, they
could not hope to strike bargains with the government, and their corporatist
aspirations flowed into the sands of ‘decontrol’ and the apparent collapse of
German commercial competition in the immediate post-war period’.66 The
removal of the necessity of reconstruction for national security, complaints about
levels of government expenditure, and the restoration of Treasury control over
Whitehall machinery, combined with the ideological desire to ‘return to
normalcy’ all acted to inhibit closer government-industry relations.”’ Indeed,
Roberts argues that, by the mid-twenties, the relationship between government
and industry had returned in many respects to that which had existed at the end of
the nineteenth century. However, there was still a belief in some circles that for
the sake of industrial efficiency government involvement was both necessary and
desirable. It was clear that British industry needed reorganisation, but most felt

this should be achieved voluntarily without any compulsion from government.

% Kirby & Rose ‘Competitive Failure’ p.27
% Turner J. “The Politics of ‘Organised Business’ in the First World War’, Turner J. (ed.)
Businessmen and Politics (1984), p.48
87 Kirby & Rose ‘Competitive Failure’ pp.29-36
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The economic crisis of the early 1930s acted as a catalyst, bringing a
revolutionary change in the role of the state in Britain. The National Government
moved into, what was in essence ‘uncharted territory’; for the first time since
Britain had lost her dominant position in world trading, the country faced major
cyclical and structural problems. The state was called upon to act to solve these
problems. It was required to adopt policies to assist recovery as a matter of
expediency: ‘Above all it [British Government] traditionally sought to provide a
stable framework within which industrialists could carry on their own affairs.
When the crisis of the inter-war years undermined this simple position,
government had to develop a new relationship with a set of industries already well
established and representing powerful entrenched vested interests.”®®

Those policies introduced by government were in the main ad hoc. They
had no overarching theory or policy on how to address micro-economic problems
at this time. Increased intervention in the economy was seen by many as a
necessary evil, not especially welcome in principle, but crucial in the short term.
According to Roberts, officials still believed that the government should not
intervene in the economy, but were able to come to terms with events by
distinguishing between the short-term and the long-term. Intervention was
regarded as a temporary expedient. The form of contact between government and
business, one of ‘industrial diplomacy’, was not a haphazard development. ‘It
came about, rather, as a reflection of the anxieties felt by officials about the
conflicting demands of economic theory and economic policy and about the need
to preserve the role of Parliament in governmt:nt’.69

Roberts notes that by 1935, the relationship between government and
industry had substantially changed. With the depression, the government had
become increasingly involved in the economys, to protect business and aid long-
term recovery. The government introduced the General Tariff, promoted the

rationalisation of the coal, iron and steel and cotton industries, and developed a

regional policy: ‘“Whatever their effect, these activities changed the relationship

% Tolliday ‘Tariffs and Steel’ pp.74-75
% Roberts ‘Administrative Origins’ p.98
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