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This thesis is a comparative historical study of the policy of the 
British state for the military aircraft and cotton textile industries 
between 1931 and 1951. It argues that the historiography of the modern 
British state has not taken sufficient account of the peculiarities of 
military-industrial policy. This is equally true of marxist scholars, 
who do not take sufficient account of the autonomy of the state in 
defence matters, and of the work of Keith Middlemas. 
Military-industrial and civil-industrial policy have been very 
different mainly due to a dichotomy within the British state between a 
militaristic-nationalistic tradition and the better known 
liberal-welfarist tradition. 

Examination of military-industrial policy shows that it is necessary 
to qualify the standard picture of the failure of the British state to 
undertake a successful modernising industrial policy. In the case of 
the military aircraft industry a growing and technologically 
progressive industry was created by discriminatory industrial policy 
which had little recourse to consultative machinery. By contrast, in 
the case of cotton, the state failed to change the technology, 
structure or productivity of the industry, despite repeated attempts, 
and remained wedded to the sea cb for consensus over policy using 
various industrial boards of varying ccmposition for this purpose. 
What needs to be explained is why discriminatory industrial policy has 
been limited mainly to the military and allied fields. It is argued 
that this is to be explained not by differences between the industries 
concerned but by the very different policies the civil and military 
industrial ministries pursued. 
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Chapter One 

STATE IM ? JENMCN IN EP=-'M MNJUFACTLTTUIV-, INIMSTRY 1931-1951 

int-roduction 

The historiography of the modern British state is dominated by 

the idea of the Welfare state. Even critics who 'have Exposed the self- 

serving image of a particularly liberal, democratic and responsive 

state have concentrated their attention on those features which were, 

once at least, held up as its greatest and most humane triumphs: 

Keynesianism, Welfarism, and the incorporation of trade unions into the 

body politic. The idea of thc-ý British state as a Warfare state, 

committed to the maintenance of military po-ýwer, giving priority to 

military expenditure, and granting the military a special place within 

the state machine, would, until recent years have been seen as, at 

best, vrildly implausible or ignoreJ as malicious extremism. Bowever, 

the onset of a new cold war, rearmament, the Falklands War, the state 

propaganda barrage against the peace mvement and increasing nuThers of 

pros ecutiorýs under the official Secrets Act, have made the idea seem 

positively obvious. 

It is interesting to note that the expression 'Welfare-State' was 

coined i-n 1941, by the then Archbishop of York, and later Archbishcp of 

Canterbury, William Temple. He contrasted the 'Welfare-State', that 

Britain was beccrning, with the 'Power-State' that- was Nazi Germany. 
(1) 

F'rom being a activity of the state, welfare haý5 beccrne its 

defining characteristic, perversely at a time Vnen the state function 

which was being rnDst expanded was the state's capacity to undertake 
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Warfare. of course, in the first half of the twentieth century, 

warfare and wel fare did grow together, at least in Britain, but it is 

quite wrong to suggest that welfare displaced the more traditional 

concerns of the state: they were merely more effect-ively hidden. Just 

as the state's commitment to wel fare was stronger after the war than 

before it, so was its ccamitment to preparation for warfare: Britain 

maintained a conscript army, and a much larger n=tions industry than 

before the war, and engaged in warfare, for exanple in Korea and Suez. 

But, this thesis is not concerned to explore the wider aspects of 

Welfare and Warfare in the dcmestic and foreign policies of the British 

state: it seeks rather to ccmpare and contrast the state's policy for 

military and civil manufacturing industry. It argues that the policies 

pursued were qualitatively different, reflecting primarily a dichotcrry 

within the British state between a Welfarist, cons ensus- seeking 

tradition, and a Warfarist, nationalistic and directive tradition. 

The bulk of the thesis is devoted to a ccuparc-rLive study of state 

policy for the military aircraft and cotton textile industries between 

1931 and 1951, for reasons explained at the end of this chapter. It is 

shown that the British state built up the military aircraft industry in 

the 1930s and 1940s, not simply by providing contracts, but by 

undertaking a directive role, even going as far as changing the 

management of private firms and national is ation. Furthermore the state 

was very much concerned with the long-term development of the industry, 

a factor clearly reflected in its policies. In its dealings with the 

aircraft industry the state granted no significant role to the trade 

association, and had no recourse to tripartism. Instead, an 'expert' 

ministry was set up able and willing to intervene in the industry. By 
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contrast, in the case of cotton, the state, despite repeated attempts, 

failed to bring about any significant change in the structure, 

organisation or technology of the industry. The state machinery for 

dealing with the industry was weak, and the state felt itself forced to 

rely on persuasion, using various boards of varying composition for 

this purpose. This thesis attempts to compare policies for the two 

industries and offer explanations in terms of a more general model of 

the British state. 

The chapter takes the form of an introduction to the issues 

through a review of the historiography of industrial policy 

concentrating on the period 1931-1951. The historiography of 

industrial policy is not extensive; that of policy for the military- 

industrial sector is even more limited. Fbr this reason the general 

argLnents that have been put forward by marxists and by Keith MiddlEmas 

on the nature of the British state and its relationship to industry are 

outlined. Although these arguments, as is shown, have not taken 

sufficient account of the special quality of military-industrial 

policy, they are of particular interest because of the contrasting 

perspectiveý they provide, which allow for a systEmatic consideration 

of the role of business and/or an autonomous state in policy making, 

and because they suggest, in different ways, the periodisation adopted 

in this thesis. However, neither perspective can, as it stands, 

provide an adequate explanation of the differences between policy for 

the military and civil sectors. The chapter also includes a discussion 

of the special features of armaments production and a review of the 

limited historiography of mi I itary- industrial policy in the period 
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1931-1951. It will then be possible to pose rrore precise questions in 

consideration of the cases of the aircraft and cotton textile 

industries. 

British Industrial Policy 

The literature on state intervention in British industry is not 

very extensive, despite the voluminous writing on overall economic 

policy and social policy. Furthermore, much of the literature is 

polemical, and such historical analyses as exist tend to be 

theoretically naive or primarly directed at other issues. This chapter 

will therefore be highly selective, and stress two types of 

historiographical approach: the marxist, and the elite approach of 

Keith MiddlErnas as the rrost developed and sophisticated arguments in 

this field. 

But before this is done it is worth brief ly reviewing some other 

literatures that might be useful for the study of industrial policy. 

Fbr historians of economic policy in the twentieth century the key 

question is the so-called 'Keynesian Revolution' in economic policy- 

making. 
(2 This literature has developed greatly in recent years but 

has conta-nued to neglect industrial policy, partly because Keynesianism 

had nothing specifically to say about micro-problems. 
(3) Economic 

historians have, unfortunately, not filled this gap, except with 

detailed studies of intervention in particular industries, which lack, 

(4) 
on the whole, a theoretical awareness of the issues involved. B-It, 

in recent years, partly as a result of the revolt against Keynesian 

orthodoxy there has been a re-examination of economic policies not 
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inspired by Keynesianism such as Protection and economic planning. 

Administrative and political historians, too, have neglected the 

question of industrial policy, though a recent collection of essays 

suggests a change. 
(5) Business historians have also been paying 

increasing attention to the role of the state, but this literature 

rEmains small. 
(6) Perhaps the most developed literature is that of 

political scientists and historians of the Labour Party. Here, 

unfortunately, the Emphasis is very much on the evolution of ideas, 

such as the writings of the 1930s and 1940s on economic planning, and 

of course on national isation, and on other politically important 

issues. Because the Labour 'Party did not develop a body of writing on 

irOustrial policy, political scientists and historians have not devoted 

much attention to this problem. 
(7) Industrial policy for the military 

sector has been studied even less, even for the very recent past. 
(8) 

Military historians have, somewhat remarkably, ignored the 

question of supply of material, despite its great, and ackrx)wledged, 

importance in the twentieth century. 
(9) Other historians have, 

however, contributed to the filling of this gap as is discussed towards 

the end of this chapter. There is also a lack of a polemical 

literature on the lines of the 'militaryýindustrial-ccruplex' literature 

that developed in the United States since the 1960s, (10) 
although in 

recent years a parallel development has been taking place. 

The 'British decline' literature, which like most of the 

literature discussed above, does not have industrial policy at its 

centre, but has increasingly placed the state, and its economic and 
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social policies at the centre of the Picture! ") It fbllc)ws from what 

has been said above in connection with the specialised literature, that 

it does not have a particularly solid base on which to build with 

respect to industrial policy. Nevetheless, it is important here 

because of its interpretative character and because of the remarkable 

consensus within this literature that the state's industrial policy, 

since 1945 at least, has been a failure. The alleged causes of failure 

are different: neo-liberals have argued that the very attErnpt to have 

an industrial, as opposed to an economic policy, is bound to lead to 

f ai I ure, particul arly in conditions where there has been an al 1 eged 

consensus between anti- entrepreneurial vested interests; social 

democrats have argued that the problem has been a lack of consistent 

industrial policy, because of a lack of consensus caused by the nature 

of the British state, and the electoral system in particular; 

socialists have stressed opposition fram capitalists especially in the 

City of London to any potentially effective industrial policy, and the 

failure of intellectual and political will of potential reformers, and 

the Labour Party in particular. 
(12) Here, once more, no special 

reference has been made to the pecularities of military-industrial 

policy, which this thesis argues are crucial to the understanding of 

industrial policy as a whole. 

The purpose of the above discussion has not been to dismiss the 

various contributions to the study of the history of industrial policy. 

On the contrary, subseguent chapters will show that they have been put 

to use. The point for present purposes is that because the literature 

is fragmented and more often than not directed at matters other than 

the evolution of industrial policy: it does not provide a coherent set- 
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of arguments about industrial policy and its development. Th e 

deficiencies of the literature also point to the need for original 

research to provide materials for interpretative purposes, as has been 

done in this thesis. 

This chapter does ncFt therefore attenpt to cover in detail all 

the approaches that have been brought to bear on the problem. Rather 

two broad approaches have been selected though not directly frcFn the 

brief survey above. The first stresses the responsiveness of the state 

to societal influences, and therefore sees state policy as an outcome 

of pressures from civil society. Particular attention is given to 

marxist arguments because, at least potentially, they share an approach 

which is specially appropriate to the study of industrial policy. 
(13) 

The other approaches which share the marxist Errphasis on civil society, 

labelled by political scientists as pluralist, neo-pluralist and 

corporatist are not given coverage because: 1) the pluralist approach 

would be little more than a straw man for these purpose since 

industrial policy is one of the least influenced by popular pressure, 

despite the'nightmares of econamic liberals, -(14) 2) the neo-pluralist 

position is unclear, and in its best known exposition, that of 

Lindblom, is very close to the marxist position; 
(15) 3) the 

corporatist is best interpreted as method of policy making and a 

description of social structure, readily explainable in terms of the 

other approaches. 
(16) The second approach used stresses the 

independence of the state from civil society, and the action of the 

state on society rather than vice-versa. In a somewhat unorthodox 

reading, the work of Keith MiddlEmas is interpreted in this way. 
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Marxists and State Intervention 3-n British Industry 

Given its concern with exploring and explaining the links between 

economy and polity, the marxist approach to state intervention in 

industry would appear to be potentially fruitful. However, although 

there has been a great increase in the literature on marxist theories 

of the state, there has been relatively little historical work done. 

(17) Most of the historical work has focussed on the relations between 

labour and the state, rather than the relationship between capital and 

the state, which is rather surprising in view of the theoretical 

marxist insistence on the importance of state-capital relations. 
(18) 

Nevertheless marxists have taken positions, often implicitly, on 

state-industry relations in Britain. Important differences may be 

discerned between an early tradition which saw British developments as 

typical of those of capitalist society in general, and more recent 

writings which have stressed the 'particularism' or 'exceptional i sin! of 

the British case. Two special features of the British state are 

particularly pertinent to the present discussion: the high level of 

military spending and the weakness of its industrial policy. 

The ea ly position might be taken as that of Hobsbawn who argued 

that in the interwar years 'the compulsory rationalisation and 

amalgamation of industries by goverment... was now a matter of 

practical policy, and that 'Politically the expansion of state 

activitiy during and after the Second World War was still shocking. 

Economically and administratively it merely continued along well- 

explored paths'. (19) Fbr Harris, who has provided one of the very fEw 

extended marxist historical analyses of this question, the growth of 
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state intervention also reflected the unfolding of the development of a 

mature capitalist society. As the econcrnic environment, and industry 

changed, so did the level and character of state intervention. (20) In 

general the argument was that things worked as they would be expected 

to in a capitalist society. State industrial policy followed from the 

nature of capitalism and from the changed policies of capitalists aided 

by the traumas of depression and war. Neither of these two authors 

went as far I-x: >wever as Miliband did in arguing that the basic plank of 

Labour's industrial policy after 1945, national isation, was in fact 

the policy of certain capitalists, but the thrust of the argument is 

similar. 
(21) overall one may say that this generation of marxists sa-W 

the development of intervention as a necessary part of the development 

(or decay) of a capitalist econcmy, and that the British state broadly 

responded to these requirements. 

More recently, many British marxists have been concerned to argue 

that state intervention in Britain has been inadequate to the proble-ns 

of the British economy. 
(22 ) 

To explain this they attempt to isolate 

some peculiarly British factors in the socio-econcrrLic base, notably the 

alleged division of British capitalists between the financial and 

industrial sectors, each with different relations with the state, and 

the strength of the British working class, and, in another version, its 

weakness. 
(23) Nairn, for example, argues that the British state, 

while 'notably well adapted to external administration and patrician 

social management, has proved quite incapable of econcinic and 

industrial intervention. ' He traces this to the deliberately preserved 

'antiquity' of the state, an antiquity preserved in the interests of 

the dominant sections of British capitalism, the internationally 
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oriented financial and multinational sectors. 
(24) Thus, the distorted 

nature of British capitalism determines the nature of the British 

state. Longstreth in a rare historical study of what he call ed the 

political sociology of econcmic and industrial policy also bases his 

explanation of the failure of the British state to modernise British 

industry on this allegedly peculiar division. Using Poulantzian 

terminology he suggests that the British 'power bloc' has been 

historically divided into 'two fractions', the City or banking capital 

(including more generally the financial sector) and industry or 

productive capital. The two factions have very different institutional 

relations with the state: the City has had the clear advantage in its 

close contacts with the Bank of England and the Treasury. In the 

historic battles between finance and industry (tariff reform, the 

return to the gold standard for sterling, and Labour's industrial 

policy in the 1960s) the City won. 
(25) This way of explaining the 

industrial policy aspect of the British industrial decline is the 

standard one in recent marxist discussions. (26) 

The dif f iculties with this argument have been the subject of a 

valuable critique by Ingham, who notes in particular the problem of 

defining the 'City'; and the lack of an adequate explanation for the 

alleged division between finance and industry; and the neglect of the 

state itself as a subject for analysis. 
(27) Fine and Harris have 

criticised the thesis, and Ingham's critique, by stressing the 

modernity of the City and the changes that have taken place in its 

relations with the state. 
(28) 
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These and other difficulties in the argLnerrL may be illustrated 

by considering the period 1931-1951. In this period, the international 

orientation of British capital was lower than it has been before or 

since, 
(29) 

and indeed there was unprecedented state intervention in the 

econcoy, notably in the war and post-war years. Clearly the argunent. 

that the City prevented state intervention is no longer valid, though 

it is important to note the extent to which this process led to the 

displacEment. of the Bank of England and the Treasury from their central 

place in economic policy making. 
(30) And yet, it is argued that in 

this period there was no fundamental change in the character of the 

state's industrial policy. one answer to this problem has been put 

forward by Rowthorn who introduces the question of the strength of the 

British working class. The British capitalist class, he argues, 

opposed the extension of the role of the state because, given the 

strength of the working class, it would be dangerous to provide the 

state with the capacity and expertise to intervene in the econcmy. In 

such circumstances, the state could fall into the hands of the working 

class who could then pursue policies inimical to capitalism. 
(31) In 

Rowthorn's view, then, the state is an instrument kept blunt, not only 
I 

by the City, but also by domestic industrial capitalists, in order 

than it might not be used against them. This argument, at a less 

aggregated level, might suggest that where state intervention were 

reguired, it would ceterus paribus, beccime more easily established in 

those sections were organised labour was weakest. The case of 

agriculture could well be cited in this context, but counter examples, 

such as coalmining, are not difficult to find. 
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However, if one looks at developments in military industry in 

this period, the argument that the British state f a-i led to intervene 

effectively looks threadbare. The British state, frCm the mid-1930s 

radically transformed the arms and allied industries, building the-n up 

to an unprecedented degree, and promoting technical innovation on a 

scale previously unknown. What needs to be explained is not the 

failure of intervention, but why successful state-led rrodernisation was 

confined to the military sector. 

It may be possible to explain the different extent and depth of 

intervention in the differing attitudes to the state of military and 

civil industry. It is not just a question of a willingness to accept 

state contracts, but to accept intervention and direction. 

Unfortunately business opinion and business policy are not easy to 

track down. As the historian of the FBI has written at a more general 

level: 

The FBI (Federation of British Industry) was long 
believed to play a potent role in British politics. 
Actuafly, little was really ever known about the 
organisation, and most of its activities passed 
unnoticed. Its public statements occasionally brought 
the Federation into the headlines, but it rarely sought 
this sort of publicity and was not usual ly pl eased to 
receive it... Unlike the Trades Unions Cbngress, whose 
stock in trade lay largely in public awareness of its 
attitudes and activities, the Federation usually sought 
to avoid public notice and ccrnment. 

(321 

If this was true of the peak organisation, it was even truer of trade 

associations and individual businessmen. of course, the visibility of 

business politics is no adequate measure of business influence, but the 
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look of visibility makes historical analysis more difficult. (33) 

Nevertheless, the argtinent that business opinion and business policy 

changed as a consequence of economic crisis, war, and technological 

change, and that this was reflected in changing state policy for 

industry has been made by a nurber of marxist writers. 
(34) Harris has 

argued that such economic crises, and technical economic changes led to 

an ideological change in the Conservative Party from 'Liberal 

Conservatism', to 'pluralist corporatism' and then to 'elite 

corporatism'. once the war and post-war difficulties were over there 

(35) was a partial reversal to laissez-faire and 'Liberal Cbnservatisrrý. 

Longstreth too has argued that the change in business opinion shown by 

the writings of such business men as Roy Glenday, SarTuel 0: )urtauld and 

William Wallace reflected changed economic circumstances and affected 

state policy. 
(36) 

Non-marxists have taken a sceptical view of such arguments. 

Hannah argues that there was a shift in the 1930s in both the 

rationalisation literature and in business policy from the creation of 

large firms' to the development of restrictive practices. 
(37) Hannah, 

howev er, se the change he describes as a rational response to short 

term considerations, not as a global change in business ideology and 

policy. Indeed, Hannah has stressed that in the thirties what was 

striking was not so much the move away from laissez-faire, but the 

continued vigour of the idea in business and government, suggesting 

that previous writing has over-generalised from small sectors of the 

economy and made too much of certain polemical arguments from both 

sides. 
(38) Turner too has stressed the continuing adherence to 

laissez-faire, and the weaknesses of business in formulating policy for 
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(39) business. The picture then is very different from that discussed 

above: the reformers are seen as exceptions to a rule of conservatism 

in business matters, particularly with regard to the state, and its 

corollary, that the state was unwilling to interfere. 

Thus far the argument has been at a level covering business as a 

whole. However, some commentators have suggested that there is a 

relationship between such factors as the size of firms, the technology 

of an industry, its attitude to labour, and its attitude to the state. 

Galbraith's distinction between the 'entrepreneurial' and 'mature' 

corporation comes to mind. 
(40) As far as the British case is 

concerned there has been much less discussion of this question. 

Harris, for example, no more than suggests that the 'ne%ý industries of 

the interwar period, based on advanced technology which required state 

support, had a different attitude towards the state, resulting in 

continuous and friendly state involvement. By contrast, in the 'old' 

industries, with their laissez-faire ideology, state intervention, when 

it came, was ad hoc and dif f icult. (41) This theme is taken up in the 
I 

consideration of state policy for the aircraft and cotton industries. 

While there has been much discussion of the relationship between 

the policy of capitalists and the policy of the state, especially of 

course by marxists, there has been relatively little empirical work 

done, especially at an industry-by- industry level. And yet, as 

Tolliday's work on the interwar steel industry has shown, what might be 

called 'history from the middle up', is of great value in teasing out 

the fundamental character of state-industry relations. Tolliday has 
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shown that the state was able to hold off pressure from the industry 

for a protective tariff by exploiting divisions within -the industry, 

believing that only competitive pressure would lend to the 

reorganisation of the industry required. (42) With the coming of 

protection, however, the goverment succumbed to pressure for a 

tariff, in exchange for proposals for reorganisation, which in the 

event came to nothing. The result was the formation of a steel cartel 

in a protected market that permitted the continued existence of the 

most inefficient firms. The goverment was forced to accept this since 

it did not have the expertise, nor was it willing to enforce 

rec)rganisation by direct state action. However, the state should not 

be considered to be an instrument of the steelmakers since it 

acquiesced unwillingly and in the face of opposition. rlblliday argues, 

therefore, that 'far frcrn acting in the true interests of capital as a 

whole at all time, the National Government were quite clear to 

the-nselves that they did not kncw that the "true interests" of capital 

were. '(43) 

A similar evolution in marxist analysis to the one sketched above 

for state-industry relations may be seen in the case of marxist 

treatments of the relationship of the state to the armaments industry. 

Marxist theories of militarism make nuch of the econcmic causes of war 

and the special relationship between armourers and the state, but 

marxist historians have rEmained silent on this question. 
(44) Here too 

matters have changed in recent years, and one may note that this has 

been associated with a considerable shift in the marxist view of the 

state and its relationship to the arms industry and the effect of 

armaments expenditure on economic development. In the 1940s, 1950s 
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and 1960s it was held by marry marxists that arms spending was essential 

to the well-being of capitalism, and this indeed was why there was such 

spending. 
(45) In recent years, however, many marxists have been 

arguing that, at least on a national scale, arms spending may be 

detrimental to capitalism. In the case of Britain the argument is now 

commonly put forward that British military spending had adversely 

affected the British economy, and this indeed is another British 

peculiarity. 
(46) 

To sum up the above discussion, it may be said that the marxist 

view has shifted from one emphasis on state intervention and arms 

spending as features essential to capitalism and resulting from 

internal pressures, to a view that in the British case industrial 

intervention has been inadequate and that high military spending has 

incapacitated the civil domestic economy partly due to pressures from 

internationally oriented capital . 
(47) 

But, the two points have remained 

separate: the two pecularities highlighted here are regarded as 

separate and additive problems. 
(48) 

This thesis argues that mi I itary- industrial policy has been 

qualitatively different from civil industry policy, and that the 

military-industrial policy indicates that the British state has, 

contrary to the marxist view, been capable of modernising intervention. 

It is also argued that the failure to intervene successfully in the 

civil sector in the period 1931-1951 cannot be put down to 

international pressures; for this period at least the failure to 

intervene must be explained primarily in domestic terms. This raises 
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the question as to whether the bifurcation in policy suggested in this 

thesis can be explained by the different character of capitalists in 

the civil and military sectors. - Did they have different attitudes to 

the state, and if so, were these caused by the differing structures of 

markets and of firms? This question is left for the moment in order to 

consider the view that the state is autonomous and that its policies 

should be explained as products of its own workings, rather than as 

responses to pressures from society. 

The Airtommx)us State 

We now turn to a discussion of the view that the state should be 

regarded as autorx3mus from civil society. Nordlinger has argued that 

pluralist, neo-Pluralist, social corporatist and marxist theories of 

the state have one core assumption, namely, that the actions of the 

state are to be explained by societal pressures. Even the formulation 

of the 'relative autonamy of the state' is included since the relative 

autoncimy is a consequence of the nature of civil society; the state is 

autonCROUS from capitalists but not capitalism. 
(49) 

He argues that 

such 'society-centred' explanations, obscure, or even eliminate the 

possibility that the state may act on its own preferences, 
(50) 

and has 

set out to explore the possibility that one can plausibly account- for 

policies of the dEmocratic state by treating the state as an autoncMous 

entity that is able to translate its own policy preferences into 

authoritative actions. 
(51) He argues that the state should be 

considered to be acting autonomously when it acts on its own 

preferences, whether or not society approves of or disapproves of its 

actions. Nordlinger's state autoncmy should ncFL be confused with the 
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power, extent or capacity of the state to act. Fbr instance, inaction 

by the state could be an exaTple of autonmy if that is what the state 

wanted, whether or not society wanted the state to do something. 
(52) 

Nordlinger's formulation of the autoncmy of the state is of particular 

interest in the case of military questions, since it is here above all, 

that civil society may indeed grant the state autonomy, (or if the 

state is already autonomous, not object to the autonomy), on the 

grounds that in this area the state krxyws best. (53) 

A related line of argument has been developed by Skocpol who has 

concluded that in the marxist tradition there has been insufficient 

attention paid to the state 'as an autonomous structure -a structure 

with a logic and interests of its own not necessarily equivalent to, or 

fused with, the interests of the dominant class in society or the full 

set of merrber groups in the polity. ' (54) 'States and parties', she 

argues, 'have their own structures and histories, which in turn have 

their own impact upon society. ' (55) 
Skocpol has argued that neither 

pluralist nor neo-marxist theory can account for the policies pursued 

during the New Deal period in the United States, or their effects, and 

in a ccimparative study of intervention in industry and agriculture in 

the same period, has concluded that the key explanatory factor in the 

success and f ailure of intervention was the capacity of the state to 

intervene, itself a function of the history of the dif f erent state 

organisations involved: 'Governments that have, or can quickly 

assemble, their own knowledgeable administrative organisation are 

better able to carry through interventionist policies than are 

governments that must rely on extra- governmental experts and 

organisations'. (56) 
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The argument that what matters in political administrative and 

diplomatic history is the character of state organisations and 

personnel is of course ccnrionplace. In the history of econcrnic policy" 

making this view has a praninent place, particularly with respect to 

the standard picture of the 'Keynesian Revolution'. On the whole, 

however, British historians have not (gone for broad-ranging arguments 

concerning the nature of the British state and its most deep-seated 

objectives. An exception is Keith Middlemas, who has provided that 

rarity in British historiography, a theoretically self-conscious 

history of, what he calls 'industrial politics,. 
(57) Middlemas's work 

is best known for the concept of 'corporate bias', a concept which has 

been the subject of much discussion, but less known as an exponent of 

an elite theory of the state. MiddlEmas's view of the British state is 

far renoved from pluralist, neo-pluralist or marxist accounts. I argue 

that he is not a corporatist either, even though his concept of 

corporate bias suggests that this is where he stands. ForMiddlemas 

the state elite has played a key role in maintaining the stability of 

British society in the period 1916/26 to the mid 1960s, to the 

detriment df the nation's economic performance. As he argues: 'even 

before the era of full suffrage they [British governments] had 

discovered how to exercise the arts of public managErnent, extending the 

state's powers to assess, educate, bargain with, appea e or constrain 
(58) the demands of the electorate. Party too was subordinate to the 

state, despite appearances: 'Great areas of national policy tended to 

become the prerogative of ministers and civil servants' while parties 

were mechanisms, not for putting a party in power, but for providing 

Cabinet personnel with a political mandate. 
(59) Party became less and 
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less a source of new policy, 
(60) 

while at the same time 'the state 

apparatus accumulated knowledge, expertise and hence residual 

pcywer.. 
(61 ) These realities were well hidden, however: 

Because the formal lineaments of party survived as 
matters of electoral practice and educational 
prescription, endorsed by the organs of mass 
ccrrrmffdcation, Parliament appeared still to be the hcme 
and parties the source of political power. Except anong 
small numbers of political scientists, armed with 
Marxist analysis as a means to explain political 
culture, and the even smaller nuThers who, before 1945, 
had even heard of Gramsci's concept of hegemony, there 
was no stimulus to investigate real changes in the 
distribution of power. If there had been, it would have 
encountered a dense resistance enhanced by the gt ily (62 increasing practice of administrative secrecy'. 

State policy and public opinion could and did diverge, however, as they 

did over the issue of rearmament in the 1930s, but the state won 

Out(63) as a result of the great pains that were taken to 'measure and 

educate the national electorate'(r'4) and the goverrnent's morppoly of 

information. (65) Middlemas's state-centred view may be surrmarised by 

his argument that in the twenty years after 1940 'nearly all the deep 

objectives of the state and of most Governments since the 1920s - in 
I 

econcrrLic plamirxg, social welfare, harmor-ry and the avoidance of crisis 

seEmed to have been achieved'. 
(66) 

In order to achieve its aims the state created a system of 

'corporate bias' by which the peak organisations of capital and labour 

became 'governing institutions'. It should be noted that the 

'institutions' place in relation to the state was dictated almost 

entirely by the needs of gwernments and by their own representative 

function'. (67) The strengths of these institutions 'remedied the 
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weaknesses of the staLe, CCMPlEFnentirlg in time of crisis its ability to 

persuade or coerce the mass of the population or impose its 

(68) 
requirErnerrts on the industrial, business or financial ccrrmmities'. 

Corporate bias did not represent the encroachment on the state by 

organised. capital and labour, but was a mechanism through which the 

state encroached on the interests of capital and labour. But for all 

its success in maintaining social harmony the system of corporate bias 

exacted its price. By 1945, although a social and econcmic revolution 

had been brought about, the new system, 

backward looking in its aims, gradual in method, 
revisionistic in theory, acocnviodated itself to change 
by moving at the least speed conmensurate with thc- 
interest of each governing institution ... only in this 
sense did it cope with the stresses in-posed on it, as if 
in response to Marx's dictum that '! men do not pose 
questions which they cannot answer". 

The tangible costs were that the power of the public to control 

goverment greatly diminished, (69) 
and in terms of the economy 'for all 

the talk qf managing the economy the price ... turned out to be 

political compromise, industrial featherbedding and low overall 

growth'. 
(70) Middlemas has provided a distinctive and innovative 

provides an explanation of the British condition. 
(71) 

Pluralists, neo-pluralists, and marxists would object to 

MiddlErnas's elevation of the state to the status of a historical 

subject. Pluralists would have the strongest objections to Middlemas's 

account. Although they do not have an explicit theory of the state, 

they would deny that the state is itself a source of policy, except in 
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the case where interests of state officials enter into the policy 
(72) process together with the demands of all other groups in society. 

Middlemas denies that such a system was operating in Britain, by 

denying that party had much influexice on policy, by his insistence on 

the active marginalisation of minority viEws by the state and governing 

institutions and the managEment of public opinion by the state through 

prcpaganda and administrative secrecy. This is undoubtedly one of the 

factors that has attracted many marxists to Middlemas' work, 

notwithstanding the clear theoretical differences in their respective 

approaches. 
(73) Their most fundamental objection is to Middlemas' 

apparent equation of the. peak organisations of capital and labour; for 

marxists, since labour is subordinate to capital in the econcrrLic system 

it is subordinate everywhere else. 
(74) Another objection, which 

MiddlEmas has accepted, is the neglect of finance and the role of the 

city. 
(75) 

However, most of the criticism of Middlemas' work has been on 

Empirical and historical grounds. Restricting his attention to the 

1920s and 1930s, Lowe has concluded that the 'objective conditions for 

11 corporate bias" simply did not exist'. 
(76) 

However, he arrives at 

this conclusion by requiring thaL the thesis -be subjected to scme very 

stiff empirical tests, which I will argue are both too stiff, and in 

one case inappropriate to Middlemas' thesis. on the basis of a 

historical study of ýhe Ministry of Labour in the interwar years, Lowe 

argues that eTipirical verification of the thesis requires: 1) 'hard 

evidenceý of a close knit relationship between Goverment and organised 

industrial interests; 2) examples of legislation 'actually' determined 
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- by these interests; and 3) evidence that Britain was on the verge of 

revolution and that corporate bias was the system that prevented it. 

With respect to the first two points it may be noted that Middl emas' 

mcdel does not in any way require formal arrarygements to exist between 

organised interests and the state; neither does it require that state 

policy be determined by interest groups. Therefore to look for 

legislation that the interests determined would not be a particularly 

helpful test. This point is elaborated below. Lcwe's third point is 

far too strong since the state may have acted precisely to prevent any 

possibility of revolution before the evidence for this becomes strong 

enough to satisfy this test. (77) 

Another argument is that there is no evidence to suggest that in 

the 1920s and 1930s there was any incipient consensus between the peak 

organisations of capital and labour and that therefore there was no 

corporate bias. Distenfass, for example, has shown that in the early 

1930s the FBI and TUC held diametrically cpposed views on the causes of 

the British economic crisis and the measures necessary to resolve 

it. (78) He argues that although this did not preclude minimalist joint 

programmes there was never any possibility of a producers' alliance 

developing, certainly nothing approaching anything MiddlEMas might see 

as evidence of corporate bias. Such argunents are of key importance if 

one believes that corporatism arises out of society: that is if one 

sees corporatism as the state's response to the growth of industrial 

organisations putting forward cxxmion or complEmentary programmes. If 

however, one sees corporatism, or corporate bias as something initiated 

and maintained by the state, as Middlemas does, this argument is 

clearly of importance but it is not decisive. Fbr, the bargain between 
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the state and the governing institutions may not require that the 

organisations actively prepare a joint programme: it may require no 

more than their passivity. Fbr instance, there may be an informal 

arrangEment between the state and the governing institutions that might 

be contrary to to the wishes of significant groupings represented by 

the organizations. 
(79) The quid pro quo would be that the governing 

institutions should ncrL advertise the nature of the deal, even to their 

own mEmbers, and that they should prevent discussion and dissent on the 

policy. Clearly this is a weaker form of corporatism, but one, I would 

argue that is central to MiddlEmas' discussion. (80) These thEmes are 

discussed in Chapter Eight. 

If the analysis of Middlemas' argumerrL above is accepted then the 

most serious criticism would be that Middlemas has wrongly 

characterised the aims of the British state. Middlemas's account 

implies there was aa homogeneous state which had a programme of 

econamic and social reform consistent with its aim of maintaining the 

stability of British society. This is not a question of there being a 

consensus outside the state (which Middlemas' would argue was 

manufactured) but of a consensus within the state. Did this consensus 

in fact exist and was the consensus, if there was one, accepted 

throughout the state machinery.? It has been usually held that the war 

in particular inaugurated a period of broad consensus in econcmic and 

social matters, marked rrost decisively by the 1944 Employment Policy 

White Paper. However, recent work on econcrnic and industrial policy in 

the 1930s and 1940s has suggested a ccnplex interaction of traditional, 

Keynesian, and socialist ideas c-mngst ministers and officials, each 
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involving different attitudes towards state intervention. The important 

questions are not just whether one idea, or same ccubination, dominated 

state thinking and policy, but whether different approaches dominated 

in different departments of state. David Henderson, in his recent 

Reith Lectures, contrasted what he called the Do-It-Yourself Economics 

of non-economists, particularly virulent in departments like the 

Ministry of Supply in the early 1950s, with the entrenched Keynesian 

orthodoxy of the Economic Section and the Treasury. (81) We also have 

evidence that the Board of Trade continued to be dominated by laissez- 

faire thinking even under Labour Presidents like Hugh Dalton and 

Stafford Cripps and beyond. (82) Is it possible, therefore, to picture 

the Treasury, Board of Trade and Supply Departments as a triptych 

representing Keynesianism, orthodox economic liberalism, and D-I-Y 

productionism? 

EcorxxrLic doctrines do rxYL exist in isolation from political and 

administrative doctrines. As Middleton's work on the Treasury and 

Robert's wqrk on the Board of Trade in the 1930s indicates, they went 

hand in hand. The Treasury was deeply concerned that rejection of 

orthodox finance as an ideological weapon would lead to unwelcome 

political pressure being put on the level of spending. 
(83) In fact, 

the Treasury was more orthodox in public than in private. According to 

Roberts, the industrial policy of the Board of Trade in the 1930s was 

deEply influenced by officials' comitment to orthodox economic policy 

and the established role of Parliament in government. As th e 

requirEments of econcmic policy in depression increasirxgly conflicted 

with orthodox theory, officials were faced with the dilerrma that social 
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and political considerations demanded interventions in the econoW that 

were repugnant to their deeply held views. In response officials made 

a distinction between the short-run, when intervention was permissible, 

and the long-run, when intervention should be kept to a minimum. In 

the short-run interventions should therefore be ad hoc, and their 

political visibility should in general be minimised. The method 

employed by officials was 'industrial diplomacy', that is informal 

dealings between officials and industrialists on an industry-by- 

industry basis, such that by the mid-1930s 'Goverment had not got an 

industrial policy, but rather had an industrial policy for each 

industry with which informal discussion has been held'. (84) Thus, 

while economic theory and political doctrine could not account for 

policy, it does account for the failure to generalise policy to all 

industries, and for the possibility of differences for policy for 

different industries. (85) Economic doctrine is therefore an indication 

of a rruch wider ideology. 

The continued vigour of laissez-faire in wartime may be 

illustrated by the case of Sir Richard Hopkins, a key Treasury official 

in the 1930s, and Permanent Secretary between 1942 and 1945, who argued 

forcefully that increased post-war Employment would only come from 

increased industrial efficiency. As Chairman of the Steering ctimmittee 

on Post-War Employment, whose report was the basis of the f anous 1944 

Employment Policy White Paper, he kept up the pressure to keep the 

issue of industrial efficiency on the agenda. The Steering OaTmittee's 

Report contained a chapter on the subject, but the White Paper itself 

did not have such a chapter, because ministers could not agree what it 

should contain. (86) 

36 



The traditional historiography of the 'Keynesian Revolution' has 

always assumed a straightforward connection between ecorx: xTLic doctrine 

and econcimic policy, inspired by Keynes' own belief and hope that this 

was the case. The traditional arguments has been that once Keynes, 

Keynesians and Keynesianism were installed there was a dramatic rupture 

in economic policy. Recent analyses have enhanced our understanding of 

the infusion of Keynesian doctrine and practice into the state, 
(87) 

but, as has been noted above, the relationship between Keynesian macro- 

management and industriaLl policy is by no means clear. But it is clear 

that Keynesian ideas were concentrated in the Treasury and the Economic 

Section, and were interpreted as meaning that economic macro-management 

was sufficient to manage the economy. As Booth has shown this 

betrayed the liberal origins of the economists, as well as resulting 

from pressures from the Whitehall machine. 
(88) What then of plarming? 

The war saw the establishment of planning machinery at Cabinet level, 

and in individual departments, notably the Ministry of Labour and 

National Service, the Ministry of Aircraft Production and the Ministry 

of Supply. (89) 
Under the Labour goverment the planning machinery was 

revErnped, but it is clear that there was not an alternative planning 

elite to operate the planning machinery, and that there was deep 

hostility anong significant sections of the civil service, including 

professional economists, to the whole idea. (90) In any case, the 

planning staffs rEmained astonishingly small, and were hampered by the 

lack of adequate statistics. 
(91) It is also apparent that the 

departmental planning machinery was disbanded after the war, and that 

the central planning machinery established in 1947 soon cane under the 

aegis of the Treasury. (92) 
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Of the character of the supply departments, we know much less. 

In the 1930s each ser-vice dEpartment, the Admiralty, War Office and Air 

Ministry each had its own supply organisation. In 1939 the Ministry of 

Supply was set up to procure materiel, principally for the Army, and it 

was followed in 1940 by the Ministry of Aircraft Production. The 

Admiralty retained its own organisation. After the war the Supply and 

Aircraft Production were amalgc-imated to produce a very large ministry 

concerned not just with armaments but with a wide range of civil 

industries, and was responsible for most of Britain's advanced 

technology. Certain features of the supply departments stand out. 

Firstly, they included service officers in their staff; secondly, they 

e-nployed large nLiTbers of scientists and engineers; and, thirdly, they 

owned and operated their own industry capacity. They were not burdened 

by the Board of Trade's laissez-faire economics, not were they fixated 

on macro-economic thinking. Indeed, behind the curtain of secrecy it 

is possible to discern a continuing interventionist tradition deriving 

from the post-war Ministry of Supply, in the Ministry of Aviation, 

MinTech, and later the Department of Industry, in contrast to the 

continuing iaissez-faire traditions of the Board of Trade, and later 

the DEpartment of Trade. (93) 

Furthermore, it is also important to note that the wartime 

coalition goverment was seriously divided on a nurber of key issues 

concerned with industrial and economic policy. Recent work on the 

Keynesian revolution has stressed the conflict over the adoption of the 

1944 White paper. (94) 
In addition, it is now becoming c1 ear that the 

wartime debate over coal policy was not unique. There were deep 

disagreements over what industrial policy should be after the war, 
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concerning the whole structure of the state machinery for industry. It 

was not until the Labour government came into of f ice that the issues 

were resolved (see Chapters Five and Eight). 

Middlemas has overstressed the degree of consensus within the 

state over paLrticular policies, and under- Emphasis ed differences 

between policies of different departments, thus casting doubt on his 

analysis of the overall objectives of the state. It is important to 

note that this neither affects his overall stance on the irrportance of 

the state, nor the existence of corporate bias. It does however affect 

his insistence on the primacy of corporate bias as a mode of policy- 

making and implEmentation. In this thesis it is argued that corporate 

bias was used to only a limited extent in industrial policy, more 

specif ical ly, it was used in those areas where the state was weak in 

terms of expertise, and where direct and public state action would have 

social and political unrest. In particular, it will be shown that as 

far as military industry was concerned it did not use corporate bias, 

but instead pursued a policy of divide and rule, overriding sectorian 

interests, 'drawing on an interventionist tradition inspired by 

militaristic nationalistic thought. 

Arms and the StaLe 

Having argued that neither marxist. nor elite historical models of 

industrial policy have been sufficiently developed for either in itself 

to provide an adequate account of the development of British industrial 
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policy, which takes into account military-industrial policy the 

chapter now turns to consider some peculiarities of the social and 

economic context within which the armaments industry has operated, and 

of the state organisation for warfare. In particular, it is noted that 

most arms are bought by a single buyer, that that buyer is the state, 

and that the products concerned have special qualities. It is argued 

that the literature on the arms industry and arms procurement has 

failed to highlight these peculiarities and their importance for the 

nature of British industrial policy as a whole. 

State procurement is a much neglected area of study. As a recent 

NEDC) paper has pointed out: 'there is less assessment outside Whitehall 

and Westminster of public purchasing policy than any other areas of 

industrial policy'. 
(95) This is no less true of historical studies. 

And yet public purchasing, by central government, local authorities and 

the nationalised industries has been of great importance to British 

manufacturing industry. In Britain public purchasing has usually meant 

public purchasing for final use by government or public authorities. 

There are exceptions however, in the National Health Service for 
I 

example. During wartime public purchasing for resale particularly of 

imports, became very important, especially in the case of raw 

materials. Some intermediate goods, however, were sometimes purchased 

for resale. Another area of public purchasing which has been used as a 

meLhod of economic control is the public purchasing of capital goods, 

to be sold or leased to users. In the control of the aircraft industry 

all the above methods were used. 
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It is worth considering the ecorxrdcs of procurement in outline 

to clarify the issues. ElEments Of this argument are developed further 

in Chapters Three and Fbur, since formal consideration of these matters 

is a useful tool for understanding changing relationships between state 

and industry. 

It could be argued that purchase by the state does not dif f er 

significantly from purchase by a private firm or household. One cannot 

see that it makes much dif f erence to the paper-clip making industry 

whether its custcmer is ICI or the Treasury. And yet there clearly are 

differences: the state is subject to many pressures that ICI is not, 

and it also has powers that I(! [ does riot. Although these differences 

may not af f ect the purchase of paper-clips they may wel 1 af f ect the 

purchase of some other kind of good, for instance the state may well be 

more concerned about the conditions in which the goods it buys were 

produced than a private firm would be. Another set of dif f erences 

arise from the different types of goods purchased by the state and 

private firms; there are some goods for which the state is the only 

customer, or at least the daminant customer, for example in the case of 

armaments. In other words, the state is often a monopsony, so the most 

interesting question to ask is how does a public monopsony differ from 

a private one, and whether the dif f erences are due to the dif f erent 

types of products purchased, or the fact that one body is private and 

the other public. There is a further and highly important difference, 

however. The state may use purchasing of raw materials, intermediate 

goods, final products and capital goods as a specific method of 

intervention in the market. Where it is the dominant or only buyer 

this gives it a great measure of control over production, for its own 
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use, and for the use of others. Public purchasing may be used as a 

method of subsidising or taxing comnodities or industries, or simply 

controlling their appearance on the market, by stockpiling, for 

instance. In centrally planned economies state purchasing and re- 

selling of goods is a key method for the control of enterprises, 

whether publicly or privately owned (as in the case of the bulk of 

Polish agriculture). The Ocnmn Agricultural Policy, as is well known, 

involves purchasing of surplus production. Public purchasing then, may 

not be simply the way the state supplies its own needs, but a way of 

intervening in the market. 
(96) This may be illustrated by the fact 

that in the case of the aircraft industry in the period we are 

concerned with, and indeed in the cotton textile industry, the state 

did not sirrply purchase final products, but, in the case of aircraft, 

raw materials, intermediate goods, and capital goods, even though the 

final product went almost wholly to the State. In such circumstances 

the nationalisation of aircraft production could be seen as the 

extension of government purchasing to a lower level of value added, and 

to the direct Employment of labour. 

The purchase or manufacture of armaments by the state is 

necessarily a political business. This is because the setting of the 

arms budget, and the choice of armaments within this budget, cannot be 

subject to the same kind of control and analysis as other forms of 

public expenditure. The arms budget must be responsive to actions 

taken by other states that cannot be controlled, or accurately 

estimated in terms of fighting capacity. (97) This second uncertainty 
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is important not only in terms of the level of the arms budget, but 

also in terms of the uses to which the arms budget is put. In Mary 

Kaldor's terms: 

... to say that the utility of armaments is tested in 
war is not at all the sane thing as to say that utility 
is measurable. One of the achievements of capitalism 
was the attribution of numbers to commodities ... Previous societies had forms of ccmmensuration by which 
the social utility of labour could be assessed, although 
not with numerical precision. War, likewise, provides a 
test of whether the labour goirxg into the manufacture 
of weapons has a utility in terms of victory or defeat. 
The permanent arms race has no mechanism for determining 
the match between armourers and militarists. (98) 

The question then is: what forms does this necessary collusion take? 

is it malign or benign? Since the level of the arms budgeLs and the 

procurEment of specific armaments is necessarily a bargained process, 

there have always been suspicions that this allows the formation of 

particularly malign relationships between state and industry, taking a 

number of forms, from either the formation of an unimpeachable 

military hierarchy, or the daminance of the arms acquisition process by 

the needs of manufacturers. 
(99) 

The historical literature on the relationships between arms 

manufacturers and the state in Britain is insufficiently developed to 

answer these questions, and much of it has other purposes in mind. 

Shay's work on armourers', and in particular, aircraft manufacturers', 

profits in the rearmanent period broke new ground in analysing for the 

first time the relationship between business, and its less than heroic 

posture towards rearmament. Due to its Emphasis on the profits 

obtained by the manufacturers, it downplays the extent of the control 
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over production which the Air Ministry exercised. 
(100) Middlemas, 

drawing on Shay's work, has used the case of rearma-nent as an eXEWlar 

of his thesis of corporate bias; arguing that even during the 

I emergency` of rearmament, 

when considering the possibility that war might occur, 
avoidance of social and economic conflict ranked high 
... a priority which explains why ministers attempted 
... to spread responsibility for decision to 'neutral' 
civil servants ... or an Employers' representative like 
Lord Weir ... and swallowed whole Employers' opposition 
to any interference in the private sector and with 
almost equal timidity allowed the unions in the 
aircraft industry to sustain restrictive practices 
almost as blatant as SBAC [f6)ciety of British Aircraft 
Constructors] profiteering. 

Fbr MiddlEmas the special nature of arms purchases is not- of interest, 

and like Shay, by concentrating on the issue of profits, ignores the 

very real controls the state had over the production of aircraft. 

Turner, by contrast, deals with both profits and controls over 

production, particularly subcontracting. over both he shows there was 

a shifting balance of power betwen the SBAC and the goverment during 

the pre-war period and the war. Here then, even though the relations 

between aircraft manufacturers and goverment were necessarily close, 

the goverment finally had the last say, an example of Turner's 

argument that the state was more autorKimus than it is usually given 

credit for. (102) Peden takes procurement as an example of a situation 

where there is potential for business to exploit the ý; tate, but where 

there are many checks available, even though the state may be forced to 

rely on the expertise of industrialists. (103) What is missing in this 
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literature is detailed consideration of the special context in which 

arms production takes place and the reasons behind conflict and 

harmony between the state and the arms industry, and the changes that 

took place in this relationship between war and peace, and between lean 

years and boom years. Fbr both goverment and industry were locked in a 

peculiar relationship that requires an analysis that takes these 

contingencies into account. Attempts have been made to do this in 

Chapter Fbur and Five particularly. 

The relationship betwe en the state and warfare is also special: 

the link between the state and legitimate wielding of force is the 

basis of a famous definition of the state. 
(104) Historically, war 

fighting and prEparation for war has been the exclusive perogative of 

the state: by contrast many of the functions of the modern state have 

developed as extensions or replacements for functions carried out 

within civil society, for example health care. Within the state 

machinery too the armed services have a special place, having special 

codes of discipline, ranks etc., as well as having technical and 

industrial facilities of their own. The supply of materiel to the 
I 

armed services has historically been done by the state itself to a 

considerable extent. 
(105) In the twentieth century, however, there has 

been considerable civilianisation of armament supply, both through 

supply by private armourers, and by the establishment of special 

civilian departments of state concerned with supply (for example, the 

Ministry of Munitions, and the Ministries of Supply and of Aircraft 

Production) and the employment of civil servants in the service 

departments. To some extent then, a purely military ethos has been 

leavened with a civilian scientific, technical and industrial 
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ethos. 
(106) But whether this truly involves civilianisation of 

warfare, or the extension of militarism in a different guise is a 

different matter. 
(107) The nature of militarism has been much debated, 

particularly in the context of German and Japanese history, (108) but 

rruch less so in British historiography. Indeed, since the nineteenth 

century the British have prided thEmselves, wrongly, on living in a 

particularly anti-militaristic and democratic culture. 
(109) It is 

therefore difficult to discuss the influence of militaristic thought on 

British public policy. Could one make an argument that military- 

industrial policy has flowed frcrn militaristic doctrines about state 

and nation? Some features suggest this might be the case. The first 

is the intensely national orientation of mi 1 itary- industrial policy, 

the second is the cbsessive secrecy surrounding such policy, and third, 

and connected feature, is its anti-dEmocratic nature, the fourth, the 

lack of concern with econcmic efficiency criteria, and our insistence 

on special military standards of quality and sophistication. 
(110) 

The Case for'a Oonparative Studly 

In this thesis the themes discussed above will be. further 

explored through a ccnparative study of state policy for the military 

aircraft and cotton textile industries between 1931 and 1951. A nuTher 

of similarities and differences provide for a useful cc mparison. The 

first similarity is that both industries were subject to major 

government involvement in the period we are concerned with, to the 

extent that these two industries came closer to nationalisation than 

any manufacturing industry not actually nationalised in this period. 
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Nationalisation of these industries was contemplated by the Labour 

Party, the unions concerned, and to a lesser extent the state, frCIL the 

mid-1930s onwards. Both were large industries and at different times 

were at the very centre of state concern, the aircraft industry before 

and during the war, and the cotton textile industry during the export 

drive of the post-war years. In the late 1950s both industries were 

subject to major state initiatives by a Conservative government 

previously reluctant to intervene. ("') 

The differences between the two industries are numerous, but in 

many cases are particularly interesting for a comparative study. 

Broadly speaking, for example, when one industry was expanding the 

other was contracting, and in neither case was the contraction or 

expansion an automatic process that could safely be left to the 

invisible hand of the market. More broadly however, the aircraft 

industry was expanding overall, while the cotton industry was 

declining. Indeed in our period this pair of industries represented a 

contrasting, pair in the public and official mind. Cbtton was the great 

success story of the past, doamed to die, while the aircraft industry 

was the success of the time, and epitomised the expectation and hope 

that Britain's industrial future would be producing high technology 

products of world quality. As a senior civil servant put it to 

Mancunians concerned about the future of the cotton industry in the 

late 1950s: 'You should be making aeroplanes, not cotton,. 
(112) 
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The industries were very different in industrial structure. The 

aircraft industry was dominated by few firm, each with its own history 

and character often moulded by the eccentricities of chairmen, managing 

directors, and chief designers. Tacit knowledge and skill were vital, 

and were to a significant extent firm-based, a situation typical of 

firms at the leading-edge of technology. The cotton industry consisted 

of many more firms, each specialising in certain functions and linked 

through complex markets. The rate of technical change was limited above 

all by investment in new machinery, and by working practices, rather 

than by the research, design and development efforts undertaken by 

individual firms. Indeed, in our period, while the aircraft industry 

was producing a stream of ever more advanced aircraft, the technology 

of cotton manufacture was stagnant. Broadly speaking, one might say 

that in Schumpeterian, terms, the aircraft industry was very much 

concerned with its dynamic efficiency (that is, its long term 

ccnpetitiveness, based on continuous and expensive innovation), while 

the -cotton industry was primarily concerned with its static efficiency 

(that is, its efficiency of current production); one epitomised the 

values of cpmpetition-induced efficiency and the operation of markets, 

the invisible hand; the other very much the visible hand of the 

innovating entrepreneur and the 'boffins', supplying a state-created 

market. 

TWo different goverment departments were responsible for the two 

industries. In the case of the aircraft industry the responsible 

department was first the Air Ministry, then the Ministry of Aircraft 

Production, and after the war, the Ministry of Supply. The cotton 

industry was the responsibility of the Board of Trade, though during 
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the war the industry's production was controlled by the (btton Cbntrol 

of the Ministry of Supply. This is not the place to go into details of 

the different relations between state and industry except to say that 

an important aim of the Board of Trade was to establish a body that 

could achieve a consensus of viEws across the whole cotton industry, 

and between employers and employees. By contrast, the state dealt 

directly with individual aircraft firms, pursuing a policy of divide 

and rule whenever necessary. Furthermore, the responsible goverment 

departments accumulated great expertise about the industry, whereas in 

the Board of Trade there were very few officials who knew anything 

about cotton. 

The unusual periodisation chosen for this section and the thesis, 

requires comment, since wars are usually taken as starting and end 

points in historical narratives not dealing specifically with wars. 

Placing a major war in the middle of the period chosen therefore 

requires some explanation, especially in this case, since economic 

historians, and most particularly those with a strong economics 

background, see wars as aberrations, whose distortions place them 

beyond the pale of traditional analysis. Generally indeed, the 

economic history of war is somewhat of a 'no-man's land'. (113) While 

there has long been a literature eTphasising the continuities between 

the war years and the years of the post-war Labour Governments, this 

has not been explored in any detail in terms of industrial policy, 

except in the case of national isation, and of the consequences of 

macm-ecorKnic policy. 
(114) More controversial is the starting of the 

period in 1931. Traditionally it has been argued that the war, and 
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more particularly the econcmic, political and military crisis following 

the Fall of France, marked a major rupture in British history. More 

recently, a number of authors, with those concerned with industrial 

questions prominent, have stressed important continuities, and a 

tendency towards a union between state, capital and labour, which was 

consummated, rather than inaugurated by, the war. Whether such a 

tendency would have developed further, albeit over a longer timescale, 

without a war, is of course a key question. What is clear, however, is 

that the developments in industry of the 1930s were not antithetical to 

the needs of a war econcmy, but the character of the undoubted changes 

needs further exanination. 

More broadly, however, the reason the periodisation has been 

chosen, is that between the creation of the National Government, 

quickly converted to Protection, and the election of a Conservative 

Goverment ccmTLitted to the dismantling of econarnic controls in 1951, 

the British economy has been as closed as it has ever been since the 

early nineteenth century, and as a result became much more inward 

looking in #s econcmic policy. This point is particularly important 

in the context of marxist argunents concerning the relationship between 

state intervention and the international orientation of British 

capital. It was a period which saaw a great increase in state 

involvEment in the econmy, which in contrast to the experience of the 

years after the First World War, continued into peacetime. It was a 

period where national industrial policy was possible, and indeed 

vitally necessary. 
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From a state-centred point of view the period is also 

significant. It was a period of debate c7nong acadenics, civil servants 

and politicians about the proper 'role of the state in the ecorjcW which 

saw the establishment of classic positions in the market-versus-plan 

debate, which have only resurfaced in recent years. 
(115) The period 

was also one of experimentation with new staLe structures and policies 

for intervention, some enduring and some temporary, which has no 

parallel before 1931, or after 1951, with the possible exception of 

developments since 1979. 

Cbnclusion 

This thesis argues that there have been at least two types of 

industrial policy in Britain, one directed to the military sect-or, and 

the other to the civil sector. It has been argued in this chapter that 

the literature on industrial policy has largely failed to take account 

of these differences or their importance. It was further argued that 

the historical literature is, as it stands, inadequate to provide the 

material fbý a proper study of these differences. 

The thesis attempts to establish the following points: that 

military-industrial and civil industrial policy were very different; 

that in the military field, the state was autoriarous, and very active, 

to varying degrees at various times, but acted to maintain its freedom 

of action with respect to the industry. It rejected a policy-making 

role for industry, but was reluctant to infringe on private property 

rights. The state built up its expertise and its capacity for 
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intervention to a very significant degree. In the cotton industry the 

state was, in the 1930s, autonomous and inactive, using a pretence of 

responsiveness to achieve its own aims. During the war it undertook a 

more active role dispensing with responsiveness, though for the 

purposes of reconstruction it sought advice fran representative bodies, 

and used representative bodies to communicate its wishes to the 

industry. In the event it proved to be a situation where the state was 

responsive and inactive, leading the industry to further decline. 

The bulk of the thesis is divided into two parts; the first 

dealing with the aircraft industry, and the second with the cotton 

industry. The first of these two parts consists of four chapters. The 

first chapter is an introductory survey of the aircraft industry, which 

is followed by chapters on the sources of conflict and harmony between 

the aircraft industry and the state; the possible public ownership of 

the industry as a whole and the supply of capital to the industry, as 

well as the selective nationalisations which took place during the war; 

and, finally, a chapter on the departments of state responsible for the 

industry, which also contains concluding rEmarks concerning state 

intervention in the industry. The second part consists of three 

chapters, of which the first is an introductory survey of the cotton 

industry and the remaining two cover state intervention in the industry 

in the periods 1931-1941, and 1941-1951, corresponding to the periods 

in which the output of the industry was limited by demand and by 

supply. The thesis ends with a concluding chapter which attempts to 

dr, w together the threads of the argLxnent. 

52 



Notes and 

1. R. W. Burchf ield (ed. ),, A Supplement to the Oxford English 
Dictionary, Volume IV (Oxford: Clarendon Press, 1986). 

2. For example: G. C. Peden, 'The "Treasury View" on Public Works and 
Employment in the Interwar Period', Bcxxxmiic History Review, 
XXXVII (1984),, pp. 167-181. 

3. Keynes argued that the central problem of capitalism could be 
overcome through the control by the state of aggregate demand 
without there being any need to intervene at the 
micro-level: 'Thus apart from the necessity of central controls to 
bring about an adjustment between the propensity to consume and 
the inducement to invest, there is no more reason to socialise 
economic life than there was before. Th put the point 
concretely, I see no reason to suppose that the existing system 
seriously misemploys the factors of production which are in use 
... It is in determining the volume, not the directiony of actual 
employment that the existing system has broken down. '(J. M. 
Keynes, The General Theory of Ebvd xyment,, Interest and Money 
(London: Macmillan, 1973), p. 379). However, the more practical 
Keynes was concerned that the market mechanism might not respond 
quickly enough to changes in economic activity. In a series of 
articles in 1937 Keynes argued for a regional policy in the 
allocation of defence contracts to prevent inflationary 
bottlenecks developing (T. N. Hutchinson,, Keynes versus the 
I ians' ... (London: Institute of Economic Affairs, 1977); 
G. C. Pedenj, 'Keynes, the Treasury and UnemPlOYMent in the Later 
Nineteenthirties', Oxford Economic Papers, n. s. XXXII (1980),, 
pp. 1-18). It should also be noted that Keynes also took a keen 
interest in industrial questions, as is shown in Chapter Eight. 
Since the second world war Keynesian economists have argued for a 
whole range of industrial policies to make the economy more 
responsive to the level of demand, for example, regional policy, 
anti monopoly and restrictive practices policy, investment 
incentives and indicative planning. It is also important to note 
the extent to which Keynesian macro-management made room for 
economic intervention. As P. J. D. Wiles put it: 'As long as 
economists and the Treasury were wedded to Say's Law, laissez 
faire was as good as planning, vested interests were no more 
wrong than right, and blame is inappropriate. '(P. J. D. Wiles, 
'pre-war and War-time Controls', in G. D. N. Worswick and D. H. Ady 
(eds. ), The iBritish Economy, 1945-1951 (Oxford: Blackwell, 1952), 
p. 142. However, recent left-inclined commentators have argued 
that Keynesian economics has had negative consequences for the 

willingness of the state to intervene industrially. See, for 

example: J. Eatwell, Whatever Happened tO Britain? (London: BBC, 
1982); K. Schott, The Rise of Keynesian Economics: Britain, 
1940-1964', Economy and Society, 11 (1982), pp. 292-316. 

4. The literature is best developed for the 1930s. See, for example: 
Carol E. Heim, 'Limits to Intervention: The Bank of England and 
industrial Diversification in the Depressed Areas', Booncmic 

- 53 - 



Histc)ry Review, XXXVII (1984),, pp. 533-550; M. W. Kirby, 'The 
Lancashire cotton Industry in the Interwar Years: A Study in 
Organisation and Charxge', Business Hisb3ry, XVI (1974), pp. 
145-58; M. W. Kirby, 'The Control of Competition in the British 
coal mining Industry in the Thirties'. Boonomic History Review,, 
XXVI (1973), pp. 273-284. 

5. John Tumer (ed. ), L ana Politics: Studies of Business 
Activity in British Politicso, 1900-1945 (Iondon: Heinemann, 
1984). 

6. For example: G. Jones, The State and the EMergence of the British 
Oil Industry (London: Maanillan, 1981); L. Hannah, Ehgineers, 
Managers and Politicians (London: Maanillan, 1982). 

7. Jim Tomlinson, The Uneqml Struggle? Britjsh soc: Laiism and the 
se (London: Methuen, 1982). 

8. Stephen C. Young, An Anrx)tated lRibi aLlairy on Reýticns between 
Covermmt and Inaustry in Britain, 1960-1982, two volumes 
(London: Economic and Social Research Council, 1982). 

9. M. Pearton, The Knowledgeable State: 
lbcbnology sinoe 1830 (London: Burnett, 
Barcqm Arsenal (London: Deutsch, 198 
Military Enterprise and Tecbrx: )logica]L C 
MIT Press,, 1985); G. Sen, The I 
Inch-istr-oalisatim and i onal 1) 
Francis Pinter, 1984). 

Dip1cmacy, War and 
1982); Mary Ka1dor, 7he 

2); Merritt Roe Smith, 
hange (Cambridge, Mass.: 
mi I itary Origim of 
-acle Rivalry (Brighton: 

10. This is undoubtedly linked to the greater secrecy about military 
matters in Britain. In the 1980s, however, there is evidence of 
an increasing interest in the links between the arms industry, 
the Procurement Executive of the Ministry of Defence and the 
Armed Services, stImalated above all by the peace movement. 

11. See, for example: Tan Nairn, 'The Crisis of the British State', 
New Loft Review, No 130 (1981), pp. 37-44; B. Fine and L. 
Harris, Ibe I of the British Economy (London: 
Lawrence and Wishart, 1985). 

12. See, for example: S. Aaronovitch et al, The PoUtical Eocnomy of 
British Capiftil J sm: A Pbrxist Analysis (Maidenhead: MoGraw Hill, 
1981). 

13. The point is well made by Crouch (C. Crouch, 'The State, Capital 
and Liberal Democracy', in C. Crouch (ed. ), State and Eoc)ncmy in 

_ 
Ciaýtalism (LorOon: Croom Helm, 1979), p. 13). 

14. Pluralists account for the policy of the state by arguing that 
inputs from competing,, overlapping and diffuse groups, parties 
and individuals, are processed by the state to produce policy 
outputs that reflect the inputs. But, as Miliband has argued: 
pluralist theory 'takes as resolved scme of the largest questions 
which have traditionally been asked about the state, and makes 
unnecessary, indeed almost precludes, any special concern with 

- 54 - 



its nature or role in Western-type societies, since pluralist 
theory argues that ' no government acting on behalf of the state, 
can fail, in the not very long run,, to respond to the wishes and 
demands of the competing interests' (R. Miliband,, The state in 
Capitalist Society (London: Weidenfeld and Nicolson, 1969), 
p. 4. ) Ib make the pluralist approach more manageable, the 
concept of a 'policy commmity' has been put forward. Turner in 
a study of industrial policy in the interwar years has looked at 
an 'industrial polcy community' made up of ministers and 
officials, Members of Parliament, trade unions,, banks,, experts, 
and, industry itself (J. Turner, 'Public Administration and 
Private Enterprise', mimeo, Bedford College, 1982) The difficulty 
with this approach is that all members of the policy community 
are treated in the same way, although allowance is naturally made 
for differential effectiveness, cohesion and so on: no account is 
taken of relations between the members of the policy community or 
of the differing character of their relations to the state (W. 
Grant,, The FULitical Eboncmy of Industrial Policy (Loondon: 
Butterworth, 1982). 

15. Lindblom sees business as far more than just another pressure 
group: 'The system', he writes, 'is a combination of market, 
privileged business controls in government, and polyarchal 
politics. Who are the main leaders in the market? Businessmen. 
Who are the main leaders in the exercise of privileged business 
controls? Businessmen, of course. Who are the main leaders in 
polyarchal politics? Businessmen are influential in enormous 
disproportion. ' (C. Lindblom, Politics and ftulwts (New York: 
Basic Books, 1977), pp. 199-200). 

16. See: Crouch, loc. cit.; P. Scbmitter and G. I-0embruch (eds), 
Trends Towards cbrparatist matermediation (Iocndon : Sage, 1979); 
G. Lembruch and P. Schmitter (eds. ), Patterns of Ckirporatist 
Policy-aaking (London: Sage, 1982) 

17. For a recent review of the literature see: B. Jessop, The 
Capitalist State (Oxford: Martin Robertson,, 1982). 

18. A classic example is: R. Miliband, rlia mtary Social-ism, 
second edn. (Iondon: Merlin, 1972). In general it is intructive 
to compare the huge marxist-inspired literature on the history of 
British labour with the relative paucity of similar work on 
British capitalists. 

19. E. J. Hobsbawm, Industry and EMPire (HarmOndswOrth: Penguin: 
1969), pp. 241,242. 

20. Nigel Harrisr and the nq Society: British 
Cbnservativ, es, the st: ate aj,, d industrys, 1945-1964 (London: 
methuen, 1972). 

21. Miliband, op. cit., pp. 97-8. 

22. For example: Fine and Harris, op. cit.. 

- 55 - 



23. Ibid.,, pp. 29-37. 

24. Nairn, loc. cit.. 

25. F. Longstrethr 'The Cityr Industry and the State', in C. Crouch 
(ed. ), state and Economy in CbrteWarary Capitalism (London: 
croan Helm, 1979). 

26. For Example: S. Aaronovitch et al, The Political Economy of 
British Capif-alian: A Marxist Analysis (Maidenhead: McGraw Hill, 
1981) 

27. G. Ingham, Capitalism Divided? (London: Macmillan, 1984). 

28. Fine and Harris,, op. cit.,, Chapter Two. 

29. Fine and Harris,, op. cit., pp. 63-4; B. Rowthorn, 'Britain and 
Western Europe', Mwcmim Today, May 1982. 

30. See for example: K. H. Hancock and M. M. Gowing, British War 
E00nomy (London: HMSO, 1949). 

31. Bob Rowthorn, 'The Past Strikes Back', Marxism Today, January 
1982. 

32. S. Blanky Industry and Gavernmerit in Britain: The FbdLe-ration of 
British in Pol-itics,, 1945-1965 (Farnborough: Saxon 
House, 1973), p. 7. 

33. This lack of visibility does not mean that business does not have 
political power. As Lindblom has argued business is in a 
priveleged position: 'in the eyes of government officials ... businessmen do not appear simply as representatives of a special 
interest ... They appear as functionaries performing functions 
that government officials regard as indispensable. ' (Lindblom, 
op. cit., p. 175). 

34. Harris-, op. cit.; Hobsbawn, op. cit.. 

35. Harris, op. cit., Chapter 3. 

36. Longstreth, loc. cit.; F. Longstreth, 'The Rise and Fall of 
"Supervised Self-Government": Industry and Economic Planning 
during WW II and the Attlee Governments',, mirreo. 

37. L. Hannah, The Rise of the Clorporate Ecoirxzy, second edn. 
(London: Methuen, 1984), p. 35. These, he argues could be seen 
in a favourable I light as a 'rational entrepreneurial response to 
the managerial difficulties of large scale enterprise and to the 
exhaustion of economies of scale available ... at the level of 
the firm' (Ibid., p. 140) 

38. Ibid. 

39. J. Turnery 'The Politics of Business, in Turner (ed. ), op. 
cit. "pp. 1-19. 

- 56 - 



40. J. K. Galbraith, The New Ind] -trial State (Harmondsworth: Penguin, 
1967). 

41. Harris, op. cit.. 

42. S. Tolliday, 'Tariffs and Steel,, 1916-1934: The Politics of 
Industrial Decline', in J. Turner (ed. ), op. cit., pp. 50-75. 

43. Ibid., p. 74. 

44. Here once again, there has been a resurgence of interest in the 
issues, but very little, if any historical work. See: New Left 
Review (eds. ), ini-cm and CD-ld War (London: Verso, 1982); M. 
Shaw, War,, State and Society (London: Macmillan, 1984). 

45. See, for example: M. Kidron, Western Capitalism si the War, 
revised edn. (Harmondsworth: Penguin, 1970); E. Mandel, Late 
Capitali-can (London: Verso, 1975). 

46. See, for example: G. Georgiou,, 'The Political Econcmy of Military 
Expenditure'; D. MacKensie, 'Militarism and Socialist Theory', 
both in Clapital and Cla No 19 (Spring 1983). 

47. Including pressures from the US after the war (T. Brett, S. 
Gilliat and A. Pople, 'Planned Trade, Labour Party Policy and US 
Intervention: The Successes and Failures of Post War 
Reconstruction', Histcwy Workshop, No 13 (Spring 1982), pp. 
130-42). 

48. For example: Fine and Harris, op. cit.. 

49. E. A. Nordlinger,, On the Autonomy of the Democratic State (London: 
Harvard University Press, 1981), pp. 2-5,43--45. 

50. Ibid., pp. 2-5. 

51. Ibid., pp. 19-20. 

52. Nordlinger argues that Skocpol, for instance, sees the state's 
autoncrny as the extent to which the state brIngs about change Jn 
civil society, when these are opposed by the most powerful actors 
in civil society. He argues that the state could also be 
autoncmous ohen its does nothing, as long as this is its 

preferred policy (Ibid., pp. 23-25) 

53. Because, in the case of defence,, it might well be the case that, 

even if the state as a whole is not autoncmous, it will most 
likely be granted autoncmy in this sphere. 

54. T. Skocpol, States and Social ReYolUticns (Cambridge: Cambridge 
university Press, 1979),, p. 27. 

55. T. Skocpol, 'Political Response to Capitalist Crisis: Neo-Marxist 
Theories of the State and the Case of the New Deal', Politics ana 
Society, 10 (1980), p. 200. 

- 57 - 



56. T. Skocpol and K. Finegold , 'State Capacity,, Economic 
Intervention and the Early New Deal political Science 
Quarterly, 97 (1982), pp. 260-61. 

57. K. Middlemas, Politics in Inchi -, -trial society: The Eqxwience of the British System since 1911 (London: Deutsch, 1979). 

58. ibid., p. 18. 

59. Ibid., p. 309. 

60. 'The most pervasive attack on the limitations of party politics 
resulted fran the wholesale adoption after 1940 of welfare and 
econcmic management schemes which owed nothing to Labour or Cbnservative thinking'(Ibid., p. 325). 

61. Ibid., p. 327. 

62. Ibid., pp. 327-8. 

63. Though, in such things as Civil Defence, public pressure did have 
effects. 

64. Ibid., p. 343. 

65. Ibid., p. 346. 

66. Ibid. j P. 371. 

67. Ibid., P. 374. 

68. Ibid., P. 374. 

69. Ibid., P. 377. 

70. Ibid., P. 230. 

71. It is' worth contrasting Middlemas's argument with that Put 
forward by Nairn. While Nairn sees the British state as being 
kept antique by the unique features of British capitalism, 
Middlemas argues that the British state was particularly quick to 
adapt to the realities of a capitalist/industrial society. In 
the first case it was the failure to modernise the state that has 
contributed to economic failure; in the second it is the special 
way that the state adapted to the strains of modern society that 
has led to a particular kind of interventionism that is not 
econcmically very effective. 

72. See note 14. 

73. See, for example: R. Miliband, Capitalist Democracy in Britain 
(Oxford: Oxford University Press, 1984), pp. 15-19. 

74. J. Saville, 'Reflections on Recent Labour Historiography', 
sociali-st Register, 19a2 (London: Merlin, 1982), pp. 306-307; A. 
Barnett, Iran Britannia,, special issue of New Teft fte-view, No 134 

- 58 - 



0 982),, p. 59. Booth sees corporatism as a specif ic capitalist 
policy for dealing with national ecOncnic problems, a policy 
which has historically been reversed when national econcmic 
problems have been part of international problems. This is an interesting argument, but unfortunately Booth sees corporatism in 
terms of high levels of public spending, rather than as a form of 
policy-making which may involve high or low levels of spending ( 
A. Booth,, ' corporatism, ' Capitalism and Depression in Twentieth 
Century Britain',, British journal of Sociology, XXXIII (1982), 
pp. 200-223). 

75. K. Middlemas, 'Corporate Bias: A Response'. SSRC Newsletter, No 50 (November 1983), pp. 19-21. 

76. R. IxX-7e,, 'Corporate Bias: Fact or Fiction?, SSRC Newsletter,, No 
50 (November, 1983), pp. 17-18. 

77. Lowe's own account of the growth of state intervention in this 
period has the virtues of being straightforward and plausible. 
It is not, however, obvious. Lowe argues that 'Government was 
obliged by the structural weakness of the econcrny and new 
electoral pressures to adopt, with the greatest reluctance, more 
interventionist policies. In seeking the necessary technical 
assistance to fornulate and implement these policies it naturally 
came into closer contact with the new industrial 
organisations. '(Lowe, loc. cit. ). Certainly there were new 
electoral pressures, but it is not obvious they would have been 
responded tor rather than counteracted. Neither is it obviuos 
that the state should have needed to obtain technical assistance 
from outside interests. 

78. M. Distenfass , 
'The Politics of Producers' Co-operation: The 

TUC-FBI-NCEO Talks, 1929-1933, in Turner (ed. ), op. cit., pp. 
76-92. 

79. Distenfass recognises this point, but in terms of the maintenance 
of public order (Ibid., p. 92). 

80. It is, however r somewhat at variance with Middlemas' def inition 
of a 'governing institution', 'as a description of a body which 
assumes functions devolved upon it by GovexTmient, shares some or 
all of the assumptions 'about national interests held by the 
Government, and accepts aims similar to those laid down by the 
Government' (Middlernas, op. cit., p. 373). 

81. David Henderson, 'Reith Lectures', No 1, Listener, 7 November, 
1985j, pp. 14-17. 

82. S. Young with A. V. L owe, Interventicn in the M ixed Econcoy: The 
Eyoluticn of Indust rial Policy, 1964-1972 (London: C! roorn Helm,, 
1974), Chapters 1,2. 

83. R. Middleton, 'The Treasury in the 1930s: Political and 
Administratiove Cb nstraints to Acceptance of the "New" 
Econ(xnics', Oxf(xrd 1EkKzxznic Pap ers, n. s., X XXIV (1982), pp. 
48-77; 'The Treasur y and Public Investment: A Perspective on 

- 59 - 



interwar Fconcmic Management, Puhlic Administratim, LXI (1983), 
pp. 351-370. 

84. R. Roberts j, 'The Administrative Origins of Industrial Diplcmacy: 
An Aspect of Government-Industry Relations, 1929-1935', in Turner 
(ed. ), op. cit.,, Pp. 100. 

85. Ibid. . 
86. G. C. Peden, 'Sir Richard Hopkins and the "Keynesian Revolution" 

in Employment Policy'. Econcmic History Review,, XXXVBI (1983), 
pp. 281-296. 

87. The traditional argument is clearly enunciated in D. Winch, 
Economics and Policy (London: Hodder and Stoughton, 1969) and 
Michael Stewart, Keynes and After (Harmondsworth: Penguin, 1967). 
Analysis of the diffusion of Keynesianism may be found in: S. 
Howson and D. Winch,, Tbe Economic Advisory Cbuncil, 1930-1939 
(Cambridge: CUP, 1977); A. Booth, 'The "Keynesian Revolution" in 
Economic Policy-making', Hoonomic History Review, XXXVI (1983), 
pp. 103-123; Peden, 'Sir Richard Hopkins'. Studies stressing 
social economic and political contingencies include studies from 
a number of political perspectives. For example, Skidelsky has 
argued that: '... the association of infant Keynesianism with 
"war economy" is very important, many of the working assumptions 
about what could be done in a democracy deriving from this rather 
special period. war not only produced a budget large enough to 
act as an economic controller, but it also eliminated, or at 
least reduced, budgetary politics, since there existed clear 
priorities imposed by the war itself. ' (R. Skidelsky, 'The 
Decline of Keynesian Politics', in Crouch (ed. ), op. cit. ). 
Radice follows Rowthorn ('Britain and Western Europe'), in 
arguing that in the period 1930-1950 the British economy was more 
closed than before or since, and that in this context 
Keynesianism can be seen as a specific set of tools and an 
econcmic/political justification for the state management of a 
national economy (H. Radice, 'The National Economy -A Keynesian 
Myth? ", Capital and C-1a , No 22 (1984), pp. 120-126). As 
Worswick noted much earlier: 'Keynes was one of the few great 
British economists not to have put international trade at the 
centre of his picture. ' (G. D. N. Worswick, 'Direct Controls', in 
worswick and Ady (eds. ),, op. cit.,, p. 309). The work of 

. 
Tomlinson is also very interesting in this connection: J. r 
Ttmlinson, 'Why was there never a "Keynesian Revolution it in 
Economic Policy', Eoonomy and Society, 10 (1981), pp. 73-87; 'A 
"Keynesian Revolution" in Economic Policy-making? ', Economic 
History Review, XXXVII (1984), pp. 258-262 (See also Booth's 
response in the same issue). 

88. A. Booth, 'Simple Keynesianism and Whitehall, 1936-47', Eooncmy 
and Society, 15 (1986), pp. 1-22. 

89. most of the literature on economic planning is on the writings of 
economic planners. See, for instance J. Leruez, ECOncmic 
Planning and politics in Britain (oxford; Robertson, 1977). For a 
stimulating discussion of the relationship between marxist theory 

60 



and econcmic planning see: A. Nave,, ! I! he Hoonomi cs of Fbasible 
Socialism (London: Allen & LJnwin, 1983). 

90. Leruez, op. cit.. The outstanding econcmic rationalisation is 
that of james meade (Planning and the Price mecbanism: he 
I-I ral. -SOCialist -%Iuticn (London: Allen & Urrwin, 1948). 

91. A. Schonfield,, Modiern itali-can (London: OUP, 1965). 

92. T. Balogh, 'Britain's Planning Problems', in s. Holland (ed. ), 
BeYOnd CaPitaliSt Planning (Oxford: Blackwell,, 1978), pp. 
121-36. 

93. Young with Lowe, op. cit.. 

94. For recent work on 1944 White Paper see the work of Booth and 
Peden. 

95. NEDO, Policy in the UK (London: NEDD, 1982). See a1so 
Young,, Annotated Ili hl i-g ;q"ý. 

96. The use of public purchasing as a tool for industrial 
intervention has not been explored historically. Indeed, there 
is very little evidence in the secondary literature that it was 
ever seriously considered. Exceptions are a Fabian Society 
pamphlet on the cotton industry frcm 1945, and the Labour Party's 
1949 programme (see Cbapter Eight). 

97. See: G. Kennedy, Defence Eoonamics (London: Duckworth, 1982). 

98. M. Kaldor, 'Warfare aand Capitalism', in New Left Review (eds. ), 
op. cit., p. 273. 

99. See, for example: S. Rosen, Tlesting the 9heory of the 
milLitary-Industrial Cowlex (Lexington: Lexington, 1973). 

100. R. P. Shay, British Reaiammient in the rndxties: PolLitics and 
Profits (Princeton: Princeton University Press,, 1977). 

101. Middlemas, op. cit., p. 245. 

102. Turner, 'Public Administration and Private Enterprise'. 

103. G. C. Peden, 'Arms,, Government and Businessmen, 1935-1945', in 
Turner (ed. ), op. cit., pp. 130-145. 

104. A. Giddens, The Nation State and Violence (London: Macmillan, 
1985). 

105. W. H. McNeil, Ube Pursuit of Power: Tecbnologyr Armed Force and 
Society si AD 1000 (Oxford: Blackwell, 1983). 

106. The extent to which scientific, technological and industrial 
factors have affected decisions to go to war over and above 
traditional motives is an intriguing subject which is not much 
discussed. For an exception see Pearton. op. cit.. 

- 61 - 



107. In the first world Warr for example, there were determined 
attempts to militarise L-lbour in the munitions industries. 

108. V. Berghalm,, Militarism: The History of an International Debate, 
1861-1979 (Canbridge: Carrbridge University Press,, 1984). 

109. Scme have even argued that the obsession with liberal values in 
an illiberal world has done great damage to Britain's position 
(c. Barnett,, 7he CbIlapse of British Power (London: Methuen,, 
1972). 

11 O. Kaldor, Baroque Arsenal. Henderson, in his Reith Ioectures, has 
described many of the symptoms but does not suggest causes. 

11 The enforced amalgamation of the aircraft companies into the 
British Aircraft Corporation and an enlarged Hawker Siddeley, and 
the scrapping of cotton plant under the Cotton industry Act, 1959 
(Ydang with Lowe, op. cit., p. 13). 

112. P. Pagnamenta and R. Overy, AU our Wbrking Lives (London: BBC, 
1984), p. 46. 

113. J. M. Winter, 'The Econcmic and Social History of War', in J. M. 
Winter (ed. ), War and Bouxinic DevelopmEmit (Caubridge: CUP, 
1975). 

114. For example: Paul Addison, Tbe Road to 1945 (Iondon: Cape, 1975). 

115. See, for example: Novel Op. cit.. 

- 62 - 



chapter Two 

THF, miLiTARY AiRcRAFF INDUSTRY, 1931-1951 

In 1931 the British military aircraft industry was little more 

than a collection of experimental worksTx: )ps working primarily for the 

Air Ministry. Although in 1918 Britain had the largest military 

aircraft industry in the world, this industry, like the other armaments 

industries, had been severely cut back in the years of peace. However, 

the aircraft industry and the nature of aircraft had changed, and in 

the 1930s was changing at an ever increasing rate. Partly because it 

was the most technologically advanced of the armament industries it was 

chosen by the state as the industry to be expanded in the process of 

rearmament. 
(l) A related reason was that aircraft held a unique place 

in the imagination of public and goverment alike. Aircraft were the 

weapon of the hour and exerted a very special hold on the public and 

political imagination, which exaggerated the impact aircraft would 

have on warfare. The consequence was that aircraft, and particularly 

bcrrbers, were at the centre of the early rearmament drive in the 1930s, 

obtaining tbe highest priority in resource allocation and in public 

discussion of rearmament. During the waLr aircraft were of vital 

inportance, despite the failure of the apocalytic visions of the 1930s 

to materialise, at least until Dresden and Hiroshima, first as fighters 

defending Britain, and later in the strategic borrbing of Germany-(2) 

Again their public profile was high, and this continued after the war 

when aircraft remained the symbol of British technical progressiveness. 

This is reflected in the huge 'enthusiastic' literature on aviation, 

and the continuing national obsession with Spitfires and Lancasters. 
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The historiography of military aviation in this period is 

deficient in one important respect. Although the military and 

political, and increasinglY the econcmic, aspects are well covered, the 

industrial background has been relatively neglected, although this is 

changing. 
(3) The state build up of a huge manufacturing industry 

operating at the 'leading edge', itself a metaphor from aviation, of 

technological advance from very small beginnings, and the methods with 

which it did this are the subject of this and the subsequent three 

chapters. In this chapter the economic history of the industry is 

outlined: the growth of the industry is charted, as is its structure, 

technology and management, to prepare the ground for the subsequent 

three chapters which deal with the sources of conflict and harmony 

between the industry and the state, the question of the possible 

nationalisation of the indust-ry, and finally, the nature of the rather 

special departments of state which concerned themselves with the 

industry. 

The Scale of Aircraft and Engine Mamifacture 

I 
What was the aircraft industry like in the years before 

rearmament, and in particular in the years 1931-1945? Nineteen thirty 

one was the year in which Britain won the Schneider Trophy for the 

third time with R. J. Mitchel I's f amous seapl ane. Less wel 1 known is 

the fact that while in previous years the government had subsidised the 

British entries for the race, in that difficult summer of 1931, it 

withdrew its support, thereby almost scuppering the possibility of 

British participation. The day was saved by Lady Houston, a fascist of 

great wealth, who put up the mney instead. (4) 1931 was also the year 
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of more wide-ranging cuts in goverment expenditure, which affected the 

production of military aircraft. (5) During this period, many aircraft 

firms depended on non-aircraft work: 

Gloster produced car bodies, milk churns, all metal shop fronts and fish fryers; the firm's Empty hangars 
contained pigs and cultivated mushroom-beds. Short 
Bros. build omnibus bodies; Westland turned out milk 
churns, pianos and light engineering assemblies; 
Saunders continued as power-boat builders and even 
Bristol manufacýgyed coachbodies for the Bristol 
Tranways Ocnipany. 

Flirthennore, much of the aircraft work for the Air Ministry consisted 

not of building new aircraft, but of reconditioning old ones. 
(7) It 

should also be noted that in 1931 the government was committed to 

disarmament, rather than rearmament, and air disarmament in 

particular. 
(8) SomeAhat paradoxically, however, the interwar Euphasis 

on economy in defence had greatly helped the RAF to survive as an 

independent fbrce. (9) 

Within five years, however, the picture was to change 

drcmatically. In 1934 Baldwin announced the, goverrrnent's interition to 

achieve parity in the air with Germany, thereby launching the 

rearmament programme to which aircraft would remain central. 
(10) 

However, the types of aircraft that were coming into service were 

outmoded: in 1935 the most modern fighter in production was the 

Gloster Gauntlet, while the new bcrrbers were Hinds and Hendons. 
(11) 

It 

was not until 1936, with the sanctioning of Scheme F, that plans were 

laid for the re-eguipment. of the RAF with nEw advanced aircraft such as 

the Hurricane, Spitfire, Battle, Blenheim, Whitley, HaTpden, Wellington 

and Wellesley. (12) 
In this first phase the main Emphasis was on 
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bombers to act as a deterrent force. There was a change of policy in 

early 1938 towards concentration on fighters. (13) However, the process 

of air rearmament was slower than anticipated, and by early 1938 when 

Scheme F was replaced by Scheme L, only 1,500 aircraft ordered out of 

the new programme had been delivered(14). This supposed failure to 

rearm adequately in the air was of great political significance in 

1938, and led to the resignation of the Secretary of State for Air, 

Lord Swinton, and to the reorganisation of the Air Ministry. But, it 

was in the years 1939 and 1940 that the preparations made in 1936-38 

bore fruit despite difficulties with some inputs, particularly skilled 

1 abour. 
(15) In these years modern aircraft began to fill RAF 

squadrons, and plans were being made for the production of large four- 

engined bombers. But, it should be noted that the main aim of the 

expansion policy of 1934 to early 1938, to create an effective bcdber 

force failed. A large proporttion of the bcrrber force in production in 

1939 was considered obsolete. 
(16) Hawever, if the production reoord of 

the later 1930s was considered poor by contemporaries, the basis had 

been laid for the massive expansion in the aircraft industry during the 

years of war. In 1940 Britain produced more aircraft and aero-engines 

than any other country; more than Germany, the United States, or the 

Soviet Union. It was only towards the end of the war that British 

production was below that of the other major belligerents, as is shown 

in Table 2.4. 

In 1935 on the era of the reannanent of the RAF, the total nurTber 

of military aircraft produced in Britain was 893. By 1936 the figure 

has risen to 1830, but by 1944 26,461 aircraft were produced, that is 
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to say there was a twelvefold increase over eight years. (17) However, 

the actual ntirber of aircraft produced underestimates the extent of the 

growth of the industry: the aircraft produced became, on average, 

larger and more complex. The extent to wfiich aircraft were larger in 

1944 is captured in one of the indices of aircraft output used for 

planning purposes during the war, that of total structure weight. The 

total structure weight of aircraft produced in 1936 was 3.5m tons, 

whereas in 1944 150m tons of aircraft were produced, a fortyfold 

increase. The total weight does not of course reflect the increasing 

complexity of the aircraft produced. 
(18) The expansion was by any 

measure a prodigious one. DeLailed figures are given below: 

Table 2.1: Production of Aircraft and Engines, 1935-1948 

Aircraft (Military & Naval) Engines 

Structure Piston 1,000 Turbine 
Year Number Weight, m1bs Number H. P. Number 

1935 893 1.91 ... ... 
1936 1,830 3.75 
1937 2,218 6.54 3,440 2,710 
1938 2,828 9.82 5,431 4,037 
1939 7,940 28.89 12,499 8,340 
1940 15,049 58.83 24,074 17,398 
1941 20,094 87.25 36,551 31,416 
1942 23,672 133.28 53,916 59,447 
1943 26,263 185.25 57,985 72,784 9 
1944 26,461 208.52 56,931 80,042 98 
1945* 13,519 106.55 ... 
1946* 1,971, 13.31 ... ... 
1947* 935 4.638 ... ... 
1948* 1,287 6.401 ... ... 

Sources: Statistical Digest of the War and R. F. Ryder, 'The 

Economic History of the Aircraft Industry-', M. Sc., 

University of Southanpton, 1958, p. 362. 
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With the growth of production ccne growth in Ernployment. In 1935 

the aircraft firms employed 35,000 which with the inclusion of 

subcontractors and materials producers brought the nlzrber up to 50,000. 

IV 1943,1.5m were Employed in the production of aircraft, engines and 

spares broken down as follows: - 

Table 2.2: Emplcryment in the Production of Aircraft and Ekluipmerlt, 1943 

1. Aircraft factories 
2. Airframe subcontracting 
3. Engines and Accessories 
4. Undercarriages and propellers 
5. Guns and Turrets 
6. Radio and Radar 
7. other aircraft equipment and other 

subcontracting for 3 to 6 
8. Materials 

=AL 

300,000 
250,000 
265,000 

90,000 
50,000 

125,000 
280,000 

140,000 

1,500,000 

Source: W. Homby, Factories and Plant (London: Bmso, 
1958), p. 251. 

In 1935 the largest firm in the airfrane industry Employed less 

than 4,000 workers while in 1944 Vickers-Armstrong alone employed 

53,000 in aircraft production. The Shadow airframe industry, which did 

riot exist in 1935, was also a very considerable Employer: Rootes and 

English Electric employed over 13,000 ea ch; Austins, London Aircraft 

Production and Metropolitan-Vickers less than 10,000 each. 
(19) The de 

Havilland company, which had not produced military aircraft in the 

inter-war years, designed and build the rEmarkable Mosquito aircraft. 

As well as building this aircraft de Havilland were the largest maker 

of propellers, a maker of light engines and were pioneers in the field 
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of gas turbine engines during the war. By 1944 they employed 38,000, 

20,000 in ten f actori es in North 
. 
West London alone. Furthermore, de 

Havilland was responsible for a number of shadow factories making 

Mosquitos and propel 1 ers. 
(20) 

; 
AX. Roe, part of the Hawker Siddeley 

Group, and designers of the Lancaster bcmber, also increased their size 

dramatically: employment increased from 1,150 in 1934, to 4,000 in 

1937, and no less than 33,000 in 1944. (21) In 1938 the Bristol 

Aeroplane Ocrnpany was a single organisation producing both airframes 

and engines. on its main site at Filton near Bristol, it had three 

factories as well as a sheet metal works in Bristol itself. By 1943 

the company has been divided into three divisions responsible for 

aircraft, engines and sheet metal work. The aircraft division, for 

exzuple, trebled its capacity at Flilton, had eight extra manufacturing 

units employing more than 100 workers, two new assembly units and 

responsibility for the management of a shadow factory at Weston-Super- 

Mare. (22) Further indication of the growth of firms is given in Table 

2.3. In the engine industry too, the expansion was prodigious. 

Between 1935 and 1943 Rolls-Royce increased eTployment from 5,000 to 

over 56,000; ' Bristol fram about 3,000 to over 36,000; Napiers frcm a 

few hundred to about 20,000. (23) 

After the war aircraft production f ell rapidly, but f irms were 

able to take up the slack quickly. Employment in aircraft and engines 

was cut back to a fraction of what it had been during the war which, 

however, left the industry much larger than it had been in the mid- 

1930s. Despite atteffpts to create a succesful civil aircraft industry 

even in the late 1940s the industry rEmained primarily an arms industry. 
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Table 2.3: Output of Military Aircraft by pre-war Aircraft Firms 

Average nonthly ýbnthly War peak Labour Fbrce 
output for 1936 output Enployed by 

the f irm 
Nov. 1943* 

1 unclassified 124 trainers 5,163 
2 12 trainers 64 Lancasters 12,897 
3 2 fighters 60 fighters 4,916 
4 7 naval 106 naval 12,612 
5 12 trainers 162 light bcrrbers 18,068 

and fighters 
6 3 trainers 165 light bcrrbers 10.450 

and fighters 
7 12 naval 64 naval 20,726 

31 heavy bctrbers 
8 10 fighters 
9 15 fighters 126 fighters 10,736 

10 3 light bcmbers 49 heavy bcmber 9,572 
11 30 various 244 fighters 11,055 
12 142 trainers 6,320 
13 25 trainers (137 heavy bcrrber 33,756 

(133 trainers 
14 1 reconnaissance 29 heavy bcmbers 13,421 
15 41 heavy bcmbers 19,531 

+16 (a) 2 fighters 144 fighters 9,406 
(b) 304 fighters 13,318 

+17 (a) 15 light bcmbers 66 medium bctnbers 13,698 
(b) 217 medium bcmbers 16,771 

18 6 trainers 

I 

64 fighters 5,265 

Labour force includes all classes of e-nployees and the figure is the 

total Employed by the firm on aircraft and ccniponents but excluding 

engine production. For some firms labour Employed at dispersal 

factories is not included. 

For these firms it is Possible to show the output at the peak frcxn the 

pre-war factories (a) separate frcm the agency factories, (b) for war 

production. 

Source: W. Horrby, Factories and Plant (Lmdon: HMSO, 1958), p. 21. 
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Table 2.4: Aircraft and Aero, -Engine Production of the Major powers 
Number 1939-45 

NuTher of Aircraft 

1939 1940 1941 1942 1943 1944 1945* 

USA 5,856 12,804 26,277 47,836 85,898 96,318 49,761 
USSR 10,382 10,565 15,735 25,436 34,900 40,300 20,900 
Britain 7,940 15,049 20,094 23,672 26,263 26,461 12,070 
Br. Ctramn- 
wealth 250 1,100 2,600 4,575 4,700 4,575 2,075 
Total 24,178 39,518 64,706 101,519 151,761 167,654 84,806 

Germany 8,295 10,247 11,776 15,409 24,807 39,807 7,540 
Japan 4,467 4,768 5,088 8,861 16,693 28,180 11,066 
Italy 1,800 1,800 2,400 2,400 1,600 - - 
Total 14,562 16,815 19,264 26,670 43,100 67,987 18,606 

Nurrber of Aero-Engines 

1939 1940 1941 1942 1943 1944 1945 

USA- - 15,513 58,181 138,089 227,116 256,912 106,350 
USSR - - 20,000 38,000 49,000 52,000 - 
Britain 12,499 24,074 36,551 53,916 57,985 56,931 22,821 
Total - - - 230,005 334,101 365,843 - 

Germany 3,865 15,510 22,400 37,000 50,700 54,600 - 
Japan - - 12,151 16,999 28,541 46,526 12,380 
Tt*-al 34,551 53,999 79,241 . 101,126 - 

*Germany: Jan - April; Russia: Jan - June; Japan: Jan - Aug; 

GB: Jan - Aug. 

Source: R. J. Overy, The Air War 1939-45 (London: Europa, 1980), p. 150. 

The output of the industry in 1949 was ýC136m made up of 123m in 

government funded R&D, LBm in sales of civil aircraft to-British 

buyers, L20m of exports (which were mostly of military types), and no 
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less than L85m of sales Of military aircraft to the ministry of 

Supply. (24) Fbr government expenditures on aircraft and engines 

between 1931 and 1951 see Appendix IIA. 

Table 2.5: Aircraft Equipment and Repairing 

fin Gross 
Year output 

im Net 
output Employment 

1924 3.3 12,700 
1930 5.9 23,000 
1935 ... ... 1938 8.7 
1943 *- - 1948 70.4 139,400 
1949 77.6 143,500 
1950 80.0 142,700 

Source: CSO, Historical Record of the Census of Production 1907-1970 
(I, ondon: HMSO, 1978), p. 38 

The Structure of the Industry 
I 

In 1931 it was found that the Royal Air Florce was operating 

different types of airframe and 35 types of engine. This was the 

result of the Air Ministry's ordering policy, wbich was the single most 

important determinant of the structure of the aircraft industry. We 

are not concerned here with the rationale behind the Ministryýs policy; 

rather we are concerned to describe the structure that was a 

consequence of this policy. The Air Ministry brought aircraft frcrn 16 

firms known as the 'ring', and engines from four firms. These are 
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listed in Table 2.6. It is important to note that allowing for 

mergers, and one addition, the basic structure of the industry did not 

change substantially from 1931.. to 1951: the principal firms in 1931 

were still the principal firms in 1951. The interim, however, there 

were changes in structure, and in the number of firms involved. 

Table 2.6: Employment in Aircraft Fixm, 1935 

Firm Dirployed 

Sir W. G. Amstrong M-dtworth Aircraft Ltd 1,092 

Boulton & Paul Aircraft Ltd 600 

Bristol Aeroplane Cb. Ltd 1,416 

Blackburn Aeroplane Cb. Ltd 1,370 

De Havilland Aircraft Cb. Ltd 1,590 

Fairey Aviation Cb. Ltd 1,900 

Handley Page Ltd 1,160 

Gloster Aircraft Cb. Ltd 1,200 

Hwaker Aircraft Ltd 1,756 

AX. -Roe Ltd 1,320 

supermarine Aviation works (Vickers) Ltd 811 

Short Bros. Ltd 1,454 

Saunders-Roe Ltd 654 

Vickers Aviation Ltd 1,910 

Westland Aviation IA: )rks 306 

G. Parnall & Cb. 81 

rIOTAL 18,620 

Source: AIR 8/196 3206 quoted in Fearon (1978), loc. cit. 
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Table 2.7: Employment of Industrial workers in the Main Aircraft and Engine Firrm, 31st may 1938 

Airframes 

Finn Employees 

Airspeed (1934) Ltd 827 

Sir W. G. Armstrong Whitworth Ltd 3,219 

Austin MDtor (b. Ltd 3,266 

Blackburn Aircraft Ltd 2,554 

Blackburn Denny (Durrbarton) Ltd 846 

Boulton Aeroplane Cb. Ltd 1,363 

Bristol Aeroplane Cb. Ltd 11,612 includes 
engines 

De Havilland Aircraft Cb. Ltd 1,948 

Fairey Aviation Cb. Ltd 6,708 

Gloster Aircraft Ltd 2,650 

Handley Page Ltd 2,237 

Haaker Aircraft Ltd 1,849 

Percival Aircraft Ltd 299 

Phillips-& Powis Aircraft Ltd 1,116 

A. V. iRoe & Cb. Ltd 3,698 

Rootes Securities Ltd 1,612 

Saunders Roe Ltd 1,299 

short Bros. Ltd 3,855 

Short and Harland Ltd 1, 

Supermarine Aviation Works Ltd 1,691 

Vickers (Aviation) Ltd 3,345 

Westland Aircraft Ltd 1,140 

TMAL 58,982 
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Engines 

Firms 
Armstrong-Siddeley Motors Ltd 

Austin Motor (b. * 
Bristol Aeroplane Cb. Ltd 
The Daimler Cb. Ltd* 
De Havilland Aircraft Cb. Ltd 
Rolls-Royce Ltd 

Rootes Securities Ltd* 
Rover Cb. Ltd* 
Standard Motor Cb. Ltd* 

Employees 

3,652 
- 1,100 

2,500 

998 
included above 

1,024 
890 

7,552 includes 
car engines 

1,285 
1,271 

769 

Total 19,193 

Grand Total, Aircraft & Engines 78,175 

* Shadow firms 
+ includes Bristol's shadow operations 

Source: AIR 6/154 

Mergers in the aircraft industry didn't in general af f ect the 

operating structure of the industry, but extensive mergers and 

takeovers did take place in the interwar period. Flor exa-aple, Vickers 

took over the Supermarine Aviation Works in 1928, but it wasn't until 

1938 that Vickers Armstrong unified control over Vickers (Aviation) Ltd 

at Weybridge, and Supermarine. (26) The most important merger however 

concerned the formation of Hcw&er Siddeley Development Cb. Ltd, which 

owned Sir W. G. Armstrong Whitworth Aircraft Ltd (wtLich had originally 

been owned by Armstxong Whitworth) Armstrong-Siddeley Motors Ltd, and 

AX. Roe, and Hawker Aircraft Ltd which also owned Gloster Aircraft (b. 
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Ltd. The group therefore contained elements making fighters, bombers 

and aeroengines. 
(27) The firms, however# continued to operate 

independently. On the eve of rearmament several companies went public: 

Boulton and Paul in 1934, Bristol, Westland and Short Bros. in 1935, 

and Blackburn in 193028) Links were also forged with the 

shipbuilding industry, most notably in the case of Short Bros. which 

formed a joint company in Belfast with Harland and Wolff, named Short 

and Harland, in 193029) Other aircraft firms linked with 

shipbuilding interests were Airspeed (1934) Ltd (Swan Hunter & Wigham 

Richardson); Blackburn (William Denny & Bros Ltd) and Westland (John 

Brown). (30) 

During the war a number of changes were brought about by state 

initiative; these were the nationalisation of Short Bros. in 1943, the 

nationalisation of Power Jets, and the takeover by English Electric of 

the aeroengine makers Napiers. This is discussed at greater length in 

Chapter Flour. In the post-war years there were few mergers: the 

Blackburn Aircraft Co. Ltd. merged with General Aircraft Ltd.; de 

(31) 
Havilland took over Airspeed (1934) Ltd. in 1948; Armstrong- 

Siddeley took over Metropolitan-Vickers' jet engine interests in 

(32) This period also saw major companies reorganising their 1949 . 

operations into divisions most notably Bristol and de Havilland, who 

separated their aircraft and engine divisions. 
(33) 

In the mid-fifties the six largest firms were Vickers-Armstrong, 

English Electric, Haýhrer Siddeley Group, Rolls-Royce, Bristol and de 

Havilland, which accounted for between 80-90% of the output of the 

industry. (34) These firms, with the exception of English Electric, 

76 



accounted for about 50% of Errployment in 1938, though the largest six 

firms of 1938, excluding shadow factories, accounted for about 60% of 

employment in the same year. Two firms from the first six became 

relatively smaller after the war, Fairey and Shorts: both these 

companies had managerial difficulties during the war and special 

provisions were made for both. They were replaced in the top six by a 

new entrant, English Electric, and by de Havilland, which before the 

war had concentrated on civil aircraft. (35) 

In 1944 24 aircraft firms were in production, al I but two were 

aircraft manufacturers in 193036) Of these firms sixteen were in the 

original 'ring' for airframes, and the bulk of the new designs were 

produced by fourteen firms. (37) These firms were not all competing 

against each other in design terms since they specialised, as they were 

encouraged to do, on a particular type of aircraft. Thus Vickers, 

Handley Page and Short Bros., increasingly became bcmber specialists; 

Hawker, Supermarine, Gloster and Westland fighter specialists and 

Fairey and Blackburn naval specialists. 
(38) De Havilland came to 

specialise in fighters; Bristol in fighters and medium bcmbers. 

The government of course had a major influence on the structure 

of the industry through the way it placed its contracts. In addition 

it had the power to alter the structure of the industry through the way 

it created extra capacity. Fram 1936 to 1938 the Air Ministry followed 

a dual strategy for this purpose. The first part was the Shadow 

scheme, under which aircraft and engines were built but not designed by 

non-aircraft firms, in newly built plant owned by the government and 
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the second was the giving of guarantees : for privately financed capacity 

expansion by professional firms. (39) 
From 1938 it was decided to 

provide government-owned factories and extensions to the professional 
firms, and this had an impact on the structure of the industry: it 

created a 'hybrid structure within the aircraft industry which was a 

unique development even in the variegated pattern of industrial 

capacity for war productionl. (40) 

The first phase of the Shadow scheme was launched in 1936, with 

the bringing in, mostly in engine manufacture, of seven motor firms. 

As f ar as airf rames were concerned two f irms built shadow f actories: 

Austin and Rootes. Three further schemes for aircraft were introduced 

in 1938 involving English Electric, Metropolitan-Vickers and the 

Nuffield Organisation. (41) During the war three less hTportant shadow 

schemes were introduced involving Standard Motors, Morris Motors and 

London Transport depots. (42) The main expansion thereafter came from 

the -addition of extensions and building of plants to be run by the 

aircraft firms. Fbr example, Vickers-Armstrong had its own Supezmarine 

and Weybridge works, and operated three factories under agency 

agreEments: Chester, Blackpool and Castlew-Brcnwich. The exaTple of 

Lancaster prodwLion provides another illustration of the extent of the 

scheme and of spreading of production amongst aircraft firms. A total 

of 7,374 production Lancasters were built. The designing firm, AN. 

Roe, built 3,670, Armstrong-Whitworth 1,329, Vickers-Armstrong 535, and 

the Shadow firms Austin Motors and Metropolitan-vickers built 330 and 

1,080 respectively. 
(43) The extent of the distribution of production 

among firms is given in the table below. 
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Table 2.8 Fixms and Types of Aircraft 

Type Aircraft Firms Shadow Finns 

Heavy Bcobers 

Lancasters 

Lincoln 

Halifax 

Stirling 

Warwick 

A-V. Roe 
Annstrong-Whitworth 
Vickers (Chester) 

A-V. Roe 
Armstrong-Whitworth 
Handley Page 
F'airey 

Short 
Short Harland 
Vickers (Weybridge) 

Metro. -Vickers 
Austins 

Metro-Vickers 
English Electric 
L. A. P. 
Rootes 
Austins 

Medium Bod: )ers 

Wellington Vickers (Weybridge, 
Blackpool & Chester) 

Hampden Hand-ley Page English Electric 
Whitley Armstrong-Whitworth 
Buckingham Bristol 

Light Bi3dbers & 
Fighters 

Blenheim Bristol Rootes 
M: )squito de Havilland Standard MADrs 

Airspeed* 
Percival-* 

Spitfire Vickers (supeymarine) 
Vickers (Castle Brcnwich) 
Westland 

Hurricane Hawker Austins* 
Gloster 

Defiant Boulton Paul 
Beaufighter Bristol Roates 

Fairey 
Typhoon Hawker 

Gloster 
Meteor Gloster 
Whirlwind Westland 

*These firms made only small quantities of these types 

Source: Hornby, Factories and Plant (London: HMSO, 1958) 
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The aero, -engine industry in the interwar and wartime periods was 
dcminated by two firms: Bristol and Rolls-Royce. The next largest 

firm, Napier, was much less important, and was taken over by English 

Electric in 1943. The other makers, Armstong Siddeley and de Havilland 

made only small engines. In the production of aero-engines shadow 
firms were very important, especially in the production of Bristol 

engines. There was only one shadow firm for Rolls-Royce: Fbrd. 

Indeed, the first shadow scheme in 1936 was centred on engine 

manufacture. Rive mator firms were brought in to manufacture Bristol 

engines as well as Bristol itself. A second shadow group was later 

formed for Bristol engines, bringing in Daimler, Rootes, Rover and 

Standard. By contrast Rolls-Royce had from the beginning assuned the 

managEment of all Rolls-Royce production, and later only the Fbrd Motor 

Ctirpany was brought in to produce Rolls-Royce engines. 
(44) 

Table 2.9: Monthly Average Deliveries of Pzolls--Royce Engines+ 

1939 1940 1941 1942 1943 1944 

Yclatckries (1) 

Derby & 204 282 306 662 739 707 732 946 993 1,027 1,044 944 
Crewe 

G1 asgow 
Fbrd Shadow 

Factory 

20 396 524 574 583 543 

143 524 
. 
793 849 900 

*M: )nthl-y average for quarter shown in brackets 
+Excluding jet engines 

Source: W. Horriby, Factories and Plant (London: HMSO, 1958), p. 259. 
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Table 2.10: Morrthly Average (2nd Quarter each year)* Deliveries of Bristol 
Engines 

1939 1940 1941 1942 1943 1944 

Bristol Parent Factory 233 272 270 300 288 213 

Bristol Agency Factory -- 33 265 342 405 

Shadow Groups 348 593 992 1148 1133 1511 

*Except that 1939 is for June and 1944 is for the First Quarter 

Source: W. Honiby, Factories and Plant (London: HMSO, 1958), p. 259. 

The arrival of jet engines had considerable effect on the 

industry. Sir Frank Whittle's firm Power Jets, never manufactured 

production engines, and was nationalised in 1944. Initially 

manufacture was undertaken by Rover, but these operations were taken 

over by Rolls-Royce, who took over Whittle's designs but very quickly 

started producing their own. Rolls-Royce built engines powered the 

first MeLeoV jets. De Havil land was another early entrant, andmade 

engines for its highly successful post-war jet fighters and the Oinet 

airliner. Bristol by contrast concentrated on turbo-props, but did not 

achieve success in the 1940s. Metropolitan Vickers entered the jet 

industry during the war but alter sold its intersts in this field to 

Armstrong-Siddeley. 
(45) 

Another innovation of the immediate pre-war period was the 

organisation of firms into groups to produce the same or similar 

aircraft. The administrative details are discussed in chapter three, 
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but here it is worth noting that the groups involved cooperation 

between firms not linked by ownership. The aircraft production groups 

were established in January 1939, three for the new bcrpbers, and three 

for the new fighters. The Stirling Group was headed by Shorts, and 

involved Rootes and Austin, - the Halifax Group was headed by Handley 

Page and involved English Electric; the Manchester Group involved A-V. 

Roe, Armstrong-Whitworth and MeLro-Vick. (46) 

Another policy which changed the structure of the industry was 

the extension of subcontracting. In the pre-rearmament period 

subcontracting outside the aircraft industry was very limited: there 

was barely enough work for the main contractors. Even in the first 

half of 1939 subcontracting did not amount to more than 10% of the 

total for airframe production. 
(47) From 1938 firms were told to 

subcontract at least 35% of their work, and new plants were to be 

designed to maximise the use of subcontractors. By the end of 1939 

subcontracting had reached a level of 30% (by aTployment) of airfrane 

production, 
(ý8) 

and a wartime target of 50% was later met. 
(49) With 

the reduction in output after the war the issue of subcontracting 

became a contentious one. 

Source of Capital 

As has already been noted, the capacity of the aircraft industry 

was added to in different ways. From 1936 to 1938 two ways 

predcntinated: the creation of shadow factories, wbich were to be built 

and managed by firms outside the aircraft industry at the Air 
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Table 2.11: Distribution of Clock Employees or Wage Earners Engaged on 
MAP Wbrk, 1943 and 1944 

Industrial Groups % of total 
MAP labour 

% devoted to 
MAP work 

1. Engineering 25 22 
Boilermaking etc. 

2. Motor vehicles, 51 78 
cycles & aircraft 

3. Misc. metal goods 8 28 
4. Electric cables, 7 42 

apparatus, la-aps 
5. Scientific instru-nents 2 33 
6. Non-ferrous metal 4 50 

manufacture 
7. other industrial 3 5 

=AL 100 33 

Source: Eric Mensforth, 'Airframe Production, Proceedings of the 
Institution of Mechanical Engineers (1947), p. 26. 

Ministry's expense, and additions to the firm's own capital from 

private sources, but guaranteed by the Capital Clan e of the McLintock 

Agreement. After 1938 additions were made to the aircraft industry's 

own prEmiseg at Air Ministry and MAP expense, with ownership of these 

assets remaining with the state. Private capital played no part in 

extending capacity after 1938. Shadow factories were also extended, 

but n-ost capital during the war went into extensions to aircraft firms. 

By late 1938 the total fixed capital ccmmitted to the shadow factories 

was 1-6.5m, while by the beginning of the war the total amount of 

capital guaranteed under the Capital Clause camunted to L7.4m. (50) By 

the beginning of the war it was in disuse by which time the total 

liability was L8,087,524m. (51) Cumulative totals of total capital 

comrniUnerrts, and tcrLal capital expenditure by the state are available: 
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Table 2.12: Air ministry and MAP Actual- EmqxNxIiture on Fixed Capital., Im 

Financial Cumulat- 
Year 36/7 37/8 38/9 39/40 40/1 41/2 42/3 43/4 44/5 ive Total 

Total 1.20 5.15 6.35 21.05 97.3 73.15 84.0 62.5 33.9 384.6 

Cbntribu- 
tions to 1.0 8.0 62.85 45.1 25.8 
ODntractors 
works 

Total 6.35 21.05 97.3 73.15 

Agency 
schemes 1.1 43.5 21.15 17.4 8.1 
(Shadow) 

Source: Ashworth, (bntracts and Finance (London: HMSO, 1952). 

1 

By the end of the war the total capital commitment was 

distributed as follows: 

Tabýe 2.13: Main Factory Septedx! r 1945, fin 

Building Plarilt Tt*-als 

Shadow 58.5 87.2 145.7) 
370.8 

Extensions 100.2 124.9 225.1). 
i 

Ashworth made estimates of the increase in assets of private firms 

during the expansion period, as shown in Table 2.14. 
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Table 2.14: Increase in assets of 13 firms during expansicn 

Fixed assets 5,737,000 
Investments in subsidiary and 
associated ccrrpanies 11191,000 
Current assets 24,339,000 

Reduction in intangible assets -170,000 

=AL 31,097,000 

Sources of this increase: 

New Share Capital 9,460,000 
Undistributed Profits & 

Reserves 2,015,000 
Borrowiryg 7,213,000 
Credit frcm Suppliers etc. 12,389,000 

TOTAL 31,097,000 

Source: W. Ashworth, Cbntracts and Finance (London: HMSO, 1953), pp. 
199,200. 

Some of the state owned capacity was bought up by the aircraft 

industry after the war. De Havilland, for example, took over the 

Chester Factory in 1948. Haaker bought Blackpool, Supermarine -bought 

South Marston. (52) It is not clear how much state-owned capacity was 

retained for use by the firms. Devons has stated that goverment did 

not provide further capital for the industry expect in the case of 

once- and- for-al 1 expansions. Although no official figures were 

available to Devons from such figures are he had he concluded that in 

the mid to late 1950s, 'in sane firms at least, including one or two of 
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the major ones in the industry, governmEnt- financed capital facilities 

are equal to those privately financed, and in scme cases are actually 

substantially greater'. 
(53) 

Management and Ertxepreneurship 

As has been noted, in the early 1930s the aircraft industry lived 

on a shoestring, as it had done since the end of the first world war. 

The industry had no experience of mass production, and little enough of 

production; design therefore played a disproportionately large part in 

the work of firms. In these circumstances it is interesting to know 

what kind of management and entrepreneurship were encouraged, and, what 

kind of managers and entrepreneurs were attracted to the industry. It 

is worth distinguishing management and entrepreneurship as qualities, 

particularly in the context of the aircraft industry. If by 

entrepreneurship we mean the taking of action to change technical, 

econc: mic and other constraints we can reserve the term management for 

the more mundane function of optimising the use of available resources 

subject to existing constraints. The distinction is in-Portant because 

to two qualities are often confused, and because in the aircraft 

industry their relative importance varied over time. Further, it is 

important to note that the motivation for entrepreneurship is different 

from that of management. 

To be in the aircraft industry at all in the interwar years 

required entrepreneurship: the desire to make money had to be leavened 

by a good d eal of 'airmindedness'. (54) Although it would be wrong to 
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exaggerate the non-pecuniary motivation of air industrialists in the 

1920s and 1930s, it was undoubtedly the case that they themselves felt 

they were making sacrifices for the day when aviation would thrive as a 

result of their work. 
(55) We should not in the context forget that the 

state was the paymaster of the industry, and although it appeared, and 

was tight-fisted, it was not tight-fisted enough to push firms out of 

business altogether, as short-term econctnic consideration would have 

entailed. There was, however, a clash between the dreams of the 

entrepreneurs and the policy of the Air ministry. 

We should not ignore the extent to which the aviation firms were 

extensions of individuals, whether these individuals were in overall 

charge of their firms or wbether they were designers, or both. Firms, 

and indeed aircraft could, without too much violence to the necessary 

nuances be ascribed to the personalities and talents of individuals. 

Men such as Frederick Handley Page, Richard Fairey, Sir Robert McLean 

and Geoffrey de Havil land certainly imposed their personalities on 

firms. Designers such as RZ. Mitchell, Sidney Camm, Rex Pierson, E. W. 

Hives, Ray Chadwick and Roy Fedden similarly gave their firms 

personalised products. In the period of disarmament aircraft could 

still be designed by individuals, and firms could similarly be run by 

them, and it was thetflair and initiative of individua Is, together of 

course with funding from the state, which preserved the British 

aircraft industry. (56) The extent to which bureaucracy and state 

control hampered the initiative of these pioneers is still the matter 

of debate, (57) 
which was most cogently expressed in the argment over 
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whether 'private ventures' produced better aircraft in the end than did 

strict adherence to Air Ministry specifications. This debate is left 

to chapter four. 

If entrepreneurship was vital to the Emergent aircraft industry, 

what of management? While aircraft were the very symbol of technical 

progress, the techniques of aircraft production were rooted in 

craftsmanship rather than in the new techniques of mass production. 
(58) 

This was a reflection both of the ocaplexity of aircraft, as ocnipared 

to say, modern cars, and the emphasis on performance rather than 

efficiency of production in the calculations of state and industry, and 

of course on the fact that batches of aircraft were small, both because 

orders were small and because changes were frequent. In view of this, 

difficulties in managing large scale production could be, and were, 

anticipated. The bringing in of motor firms under the Slic-dow scheme of 

1936 was in part motivated by the need to bring experience of large 

scale production to bear on aircraft manufacture. Theoppositionof 

the manufactures to the schErne was partly based on the deeply held view 

I that aircraft were not like cars, and that therefore their manufacture 

should be restricted to the professional firms. 

It was in the years of expansion and war that the difficulties of 

large-scale production becane apparerrt. In May '1936 the Air Ministry 

examined the leading aircraft manufacturers and found serious 

management- dificiencies in many of thEm. Bristol, Gloster and A. V. Roe 

were found to be first class, and Hawker, Fairey and Supermarine 

ccxnpetent. 
(59) The ministry moved with 'alacrity' to enforce 

management changes in the deficient firms. (60) Blackburn, Westland and 
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Boulton Paul were all forced to change their management and others were 

less successfully pressured. 
(61) During the war management became 

increasingly important of course. As Postan has noted: 

As a result of their experience in the early years of 
rearmament and war, officials in the supply departments 
had come to attach an even greater importance to 
management. The better managed firms were singled out 
and loadeo_ th contracts to the point of 
overloading. tb2fi 

Some of the managerial difficulties encountered by a ccrnpetent 

firm, and by an experienced motor manufacturer can be seen in the case 

of the Spitfire. The first prototype Spitfire fleW in 1936, fol lowed 

in early 1938 by the first production machine. In June 1936 a contract 

had been signed with Supermarine to produce 310 Spitfires for delivery 

between October 1937 and March 1939 under SchEme 063) By April 1939 

only 150 had been delivered, due both to the late start in production, 

and because the rate of production was lower than anticipated, 

principally due to delays in subcontracting work, for which Supermarine 

was partly iesponsible. (64) The consequence of these delays, and those 

in the production of Wellingtons at Weybridge, was the reorganisation 

of the Vickers aviation companies under the control of Vickers- 

Armstrong Ltd., rather than as they had previously been, the fiefdan of 

Sir Robert McLean, who had reported directly to Vickers Ltd. The two 

sites became known as Vickers-Armstrong (Aircraft) Ltd., Supermarine 

Works, and Vickers-Armstrong (Aircraft) Ltd., Weybridge Works, (65) 

under the control of Alex Dunbar. (66) The extent to which these 

problems oould be overccme by bringing in mass-production expertise is 

open to doubt, as the brief experience of the Nuffield Organisation in 
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producing Spitfires illustrates- Nuffield built a Shadow factory at 

Castle Bromwich to produce Spit-fires, on the grandest scale. The 

problems encountered were severe, and by the outbreak of war no 

aircraft had been produced. 
(67)- In the early months of the war the 

problems continued, and on his appointment as first Minister of 

Aircraft Production, Lord Beaverbrook put the control of the factory 

under Vickers-Armstrong, and it went on to beocime the largest single 

producer of SPitfires, and indeed one of the largest aircraft 

production units. 
(68) 

Some historians have sought to contrast managerial styles in 

different kinds of businesses, especially with regard to their labour 

policies, but also with regard to the state. The distinctions made are 

usually relatively crude and are related either to size of firm, or to 

whether the industry is 'new' or 'old'. This kind of consideration is 

very clear in, for example, the work of Galbraith for the United 

States. (69) In the case of Britain such an argment, relating newness 

and size to pL changed attitude towards labour and the state has been 

made by Harris. 
(70) Does this picture to fit the aircraft industry in 

the period under consideration? one way of approaching this problEm is 

to look at the political ideologies associated with aviation circles 

and the aircraft industry. As has already been noted aviation held a 

special place in the; imagination of the interwar period, and this was 

in some cases linked to political ideology. The links between 

technological change and the political imagination have been scarcely 

studied, in contrast, for exaTple, to the links between technological 

advance and. developments in painting, literature and architecture. (71) 
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There are suggestions that advanced technology, and aircraft in 

particular, were linked with fascist tendencies in politics. is it an 

accident that Rex Warner's novel about a fascist takeover in Britain 

should be set in an aerodrome? (72) Smith has suggested two ways in 

which aviation and bombers in particular were linked to fascist 

politics: the first concerned a belief in the instability of society, 

and the need for social order to withstand air attacks. 
(73) 

At a more down to earth level there is evidence of an unusual 

proximity between British aviation circles in the 1930s, and strong 

pro-Gennany, pro-Italian, and pro-fascist feeling. Skidelsky has noted 

the disproportional ly high proportion of aviators in the British Union 

of Fascists. (74) Griffiths too makes something of the link between 

aviators and fascism in Brita-in. (75) Examples of the links are 

suggestive rather than conclusive about the relationship, but are worth 

noting: Lady Houston, the benefactor of the 1931 Schneider Trophy 

Race, was a well known pro-Italian fascist; Lord Rothmere, who ordered 

the England First from Bristol and presented it to the Air Ministry, 

was well knýxm as a fascist sympathiser; Lord Londonderry, Secretary 

of State for Air, 1931-35, was the leading pro-German politician of his 

day. (76) But most rEmarkable of all is the case of C. G Grey, the 

editor of The Aeroplan and of Jane's All the World's Aircraft. Grey 

has edited The Aeroplane since its foundation in 1911. He was pro- 

German, a fascist, an anti-communist and an anti-semite of the first 

order, 
(77) and his views were fully reflected in. the pages of his 

paper. (78) He was highly respected in the world of aviation, as can be 

seen by references to him in the contEaporary and current literature, 

despite being forced to resign on the outbreak of war. (79) 
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The tendency towards fascist politics of aviators might suggest 

that the aircraft industry Might well have encouraged state 

intervention and control of the industry. Certainly there were calls 

from the right for an 'Air Dictator'. However, what is missing from 

this equation is the deep suspicion the right had of the British state. 

Right wing aviators, if one can judge from Grey's attitude, wanted a 

larger and stronger air force, but did not think the state was capable 

or willing to bring this about. We therefore have something of a 

paradox: the rightist aviators and industrialists were against the 

state intervention and very inuch individualists. (80) It is difficult 

to escape the conclusion that they wanted control over other people, 

but not over themselves. 

Unfortunately, very little is known about the labour policies of 

the aircraft manufacturers. There is no reason to suppose that there 

was anything especially progressive about them. However, a 

considerable c-munt is known about labour in the industry through the 

work of Richard Croucher. Almost as soon as rearmament began the 

aircraft industry was the site for the first reassertion. of shop 

steward organisations, in the form of the Aircraft Shop Stewards'. 

National Council, and its organ the New Propel lor, which was widely 

in aircraft works. According to Croucher: 

Frcm the winter of 1935 to the autum of 1939, the ASSNC 
and the New Propeller was swept along in a groundswell 
of shop f loor activity that made the aircraft industry 
into easily the most strike-prone branch of engineering, 
and rapidly brought many factories up to ninety per cent 
trade unionism and above. (81) 
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Ar-cordirxg to Croucher, the shop stewards movement in the industry 

took an especially political form becau e of the open 'anti-ccrrmunist 

and imperialist' views of the aircraft Employers. 
(82) During the war 

the aircraft shop stewards organisation expanded and was renamed the 

Engineering and Allied Trades Shop Stewards' National Cbuncil, wbich 

played a significant role in the movEment to establish Joint Production 

CCrrFnitte in rrunitions factories. (83) 

But perhaps after the war things had changed. At an ISE seminar 

in 1951, leading de Havil land managers were asked whether the prime 

motive of the ccoparry was to make profits. As the de Havilland Gazette 

reported: 

In discussion it became clear to all that the prime 
motive has always been to produce good aeroplanes, and 
on the money side the aim has been to avoid loss... to 
maintain ccmmercial stability by paying a fair refund on 
invested capital, while treating our people properly... 
This motive of technical progress is nowadays the prime 
motive of a great many industrial concerns, notably in 
England. (84) 

This commitment to technical change was a long-standing one despite 

deviations at certain time of crisis, and one that had important 

consequences for management and labour in the industry in the years 

after 1945. 

Technical Charxge in RD-itary Aviation 

Between 1931 and 1951 the technical basis of aviation was 

transformed. 
(85) Exactly when the crucial innovations were made, and 

the rate at which they diffused are questions beyond the scope of this 
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chapter, although of course these questions have a crucial inportance 

in discussion as to the relative contributions to technical 

progressiveness of peace and war. We are concerned here merely to give 

a broad outline of the changesand their consequences for state and 

industry, which are more fully described in Chapter Fbur. 

A good way to start is to compare the aircraft in service with 

the RAF at the two dates. In 1931 the RAF was equipped exclusively 

with biplanes, mostly single engined. They were made of meLal, but the 

outer covering was of doped fabric. They were slow, and had limited 

range. In 1951 the RAF was equipped with jet fighters, and was about 

to be equipped with jet bombers. These were much larger than their 

equivalents of 1931, much faster, and much more ccmplex. 
(86) 

We may note three broad avenues of change in aviation. The first 

was the exploitation of economies of scale; the second, irnprovErnerrt in 

construction and aerodynamic efficiency; and the third, irrproVemerrt 

in engine power and efficiency. Economies of scale were important in 

two respects, and were particularly inportant in bombers. Economies of 

scale existed in operating costs per ton of boiThs delivered, say, in 

terms of fuel utilisation and aircrew. Thus large boiTbers were most 

cost-effective in use. There were also economies of scale (here again 

this refers to size of the aircraft, rather than scale of production) 

in the manufacture of borrbers: for example, the large borrber was 

cheaper to make than two smaller ones of equal capacity. 
(87) The 

exploitation of these economies is clearly seen in the move from single 

engined, to twin-engined and to four engined bonbers during and after 

the war. 

94 



In the 1920s and early 1930s the aerodynamic efficiency of 

aircraft was neglected, due to the lack of recognition of its 

importance for aircraft performance. In the 1930s it was clearly 

recognised as an important factor and led to the development of 

retractable undercarriages, better engine cowlings, the cantilevered 

monoplane (where the single wing as internally supported without the 

need for exte: rt al bracing), and enclosed codkpits. This move towards 

streamlining was greatly helped by the development of all-metal 

stressed skin construction, where the external surfaces of the 

aircraft, rather than being simply a covering, became an integral part 

of the structure of the aircraft. Two further innovations became 

important in the new high performance aircraft of the 1930s: the 

development of flaps and slotted wings for better control at low 

speeds, and the variable-pitch, and later the constant-speed, 

propellors. 

The awareness that developed of the aerodynamics of aircraft 

under diffe. ýent conditions led to the situation where developments in 

engine technology set the pace for military aircraft design. This was 

particularly true of fighter aircraft as may be seen fram the increased 

performance of successive Spitfire designs as the engine capacity and 

the degree of supercharging of Rolls-Royce engines increased. The 

development of the gas-turbine engine during the war further added to 

the performance of fighters, and led eventually to supersonic flight 

which required further aerodynamic modification. 
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The consequence of all these changes was that the design of 

aircraft became much more intensive. Whereas in the 1930s design 

involved little more than the building of a prototype, by the 1940s a 

much more intensive design process was required making even greater use 

of scientific engineering and experimental facilities such as wind- 

tunnels. The design and development of aircraft was no longer the 

perogative of the single designer, but of a large team of specialist 

scientists and engineers. At the pane time scientific research becaTte 

increasingly inportant for aviation. Most of this research took place 

in the public sector and in the universities and was co-ordinated by 

the Aeronautical Research Council. The facilities for aeronautical 

research at the National Physical Laboratory and the Royal Aircraft 

Establishment were very significantly expanded, as was the development 

work done by the RAE and other establishments. This is to say nothing 

of the better known developments in radar, radio and navigation 

eguipment made by state establishments and the private sector. 

The increasing scale and sophistication of aircraft manufacture 

he raised many significant issues of public policy that went beyind t 

aircraft industry as such. There were inportant prcblems in the supply 
(88) 

of design technicians and graduate specialists in aeronautics; in 

the proper balance between the private and public sectors, and in the 

related question of whether scientific and technological resources 

should be distributed to ensure ccnpetition, or concentrated to achieve 

economies of scale. These have been enduring problEms for British 

technology policy since 1945, but found their early expression most 

clearly in the aircraft industry. 
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oxiclusion 

The aircraft industry was a very special industry. It was 

expanded at great speed from a small workshop-based industry to being 

one of the very largest contributors to British war production. This 

expansion was brought about not just through increased purchase of 

aircraft, but also by provision of capital by the state itself. The 

industry was also technologically progressive to an extraordinary 

degree in the years covered, and the outcome of the expansion was that 

Britain entered the peace with one of the largest and most 

sophisticated aircraft industries in the world. This was not something 

that happened naturally once the constraints of peace-time funding for 

aviation were rEmved: it was the result of huge expenditure, and over 

and above this, of direct and detailed intervention by the state in the 

industry, and the parallel creation of vast bureaucracies for control 

and direction of the industry. This process was full of tensions and 

conflicts of interest which were resolved only with difficulty, or were 

not resolved at all and would lead to major problans after the war. In 

this last rýspect it was the failure to rationalise the structure of 

the industry, especially in design that was perhaps most irnportant. 

There were other peculiarities of the industry. The employers, 

at least in the 1930s, were extremely individualistic and prone to 

right-wing politics. On the labour side it was a new industry with 

levels of union membership and militancy more characteristic of the old 

industries. And yet out of this came a unity of purpose, and an 

enchantment with the products of the industry unusual in British 
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manufacturing industry. The ccmrLitment to technological innovation was 

cause and consequence of this. In all this the role of the state was 

again crucial. 

In the following three chapters the relations between the state 

-:; d the industry are explored in detail. In the following chapter some 

of the key conflicts between the two parties are explored; conflicts 

arising from a variety of causes and covering such matters as profits, 

the control of products, and the determination of policy for the 

industry. In Chapter Flour attention is focused on one particular 

issue, that of the balance between the public and private sectors in 

aircraft design and production. In the last chapter concerned with 

aircraft the nature of the state organisations responsible for aircraft 

procurement are described with particular attention to the role of 

businessmen and economists. 
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Chapter Three 

TM AIRCRAFT INDUSTRY AND THE STATE: CENFIJCT AND HARMCKY 

In most discussions of the relationship between the state and the 

arms industry what is stressed is the harmony of interest between the 

two parties. 
(') This is not surprising given the dependence of one on 

another, and the many cases of obvious collusion against the public 

interest that have been docunented. However, this should not blind us 

to the f act that the interests of armourers and the state can and do 

conflict, especially in periods of change and national Emergency. This 

chapter is concerned with scme of the conflicts which arose between the 

state and the aircraft industry in the periods of rearmament and war. 

It concentrates on the questions of overall control of the industry, 

profits and costs, control of production at firm level, the role of the 

industry as a whole in policy-making, and shows that, on balance, the 

state held the upper hand, and successfully irrposed on the industry a 

nurrber of policies they opposed. Nevertheless, it is clear that the 

state did not have its own way on everything. In particular, the 

aircraft industry made large profits, and was partially successful in 

continuing to produce cbsolescent types in the late 1930s. 

Any explanation of the nature of state industry relations must 

take into account the details of structure and policy of the two 

parties, as is done in this chapter. Nevertheless, there is a place 

for considering the two parties as simple econcmic agents responding to 

roughly specified econcmic nrytivations. This is done at the beginning 

of this chapter, since it makes some sense of the abrupt changes of 
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attitude on both sides to certain key issues. The argument is 

developed by considering how high, low and changing levels of demand 

for aircraft might affect the relationship between state and industry, 

ccmbined with an analysis of the effect of technical change. 

If we assume that the demand for aircraft is set by factors 

outside the aircraft industry, and outside the confines of the 

immediately responsible part of the state machinery (for instance by 

the international situation or politics) we may isolate the effect of 

dEmand conditions on the nature of the state-industry relationship. 
(2) 

This is not an unreasonable assuTption for the 1930s: state policy was 

to match German air power. 
(3) If we further assume that the state 

controls demand, and the industry controls supply we may suggest that 

when demand is low, the state can exercise great control, through the 

market, on the industry, while when demand exceeds supply, the reverse 

is true. Thus the balance of influence depends on the state of dEmand. 

We may extend the argument by arguing that the state has a constant 

concern with the efficiency of supply of aircraft and that it will be 

able to enforce its wish that the supply of aircraft is as efficient as 
I 

possible when its market power is greatest; that is, when demand is 

lowest. In the case of armament production, a further disincentive to 

efficiency in periods of high demand, might be the nature of the 

contract system, but perhaps more important might be the expectation 

that high demand will not last, giving firms an incentive to stretch 

out the available work fbr as long as possible, and to secure as much 

as possible for it. In periods of of high but short-term demand for 

aircraft the state will therefore secure extra-economic powers to 

maximise the efficiency of production. 
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In wartime a further complication arises: the demand for 

aircraft will not be set as autoncmusly as it would be in peacetime. 

Therefore efficiency cannot be measured in terms of the ability of 

certain inputs to meet supply. This may be illustrated by considering 

Postan's attempt to measure the efficiency of wartime aircraft 

production. 
(4) Postan attempted a simple resolution of the issue by 

comparing progreamed output with actual output. This an analogous to 

specifying demand for aircraft and measuring supply response within the 

constraints imposed on production by the exigencies of war. This is, 

however, a limited and misleading measure of efficiency, for although 

wartime demand for aircraft was communicated to supply through 

specified output for various types of aircraft, it was not aircraft as 

such which were demanded by the state: the state demanded war-fighting 

capacity. Any proper measure of efficiency should therefore take into 

account what the aircraft were needed for, broadly interpreted, and the 

effectiveness of aircraft production in meeting that need. 
(5) The 

aircraft programes constituted demand only in a narrow sense, and were 

drawn up with supply considerations strongly in mind, and were in 

thEmselves reflection of the efficiency of the industry - not merely a 

yardstick against which efficiency is to be measured. 

Thus far we have considered efficiency in terms of the 

minimisation of costs for the production of a given output at a certain 

time: that is static efficiency. The difficulty which arises with 

this definition of efficiency in the case of military aircraft 

production is the fol lowing: aircraft were subj ect to rapid technical 

change, and, except in wartime, were not intended for imediate use. 
(6) 
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Thus, the only adequate measure of the ef f iciency of aircraft 

production must include an element take account of time, and therefore 

to take account of the industryl., s capacity for change: that is, its 

dynamic efficiency. FrCrn SchLrPeter we geL the idea that at any given 

point in time some static efficiency needs to be sacrificed to ensure 

dynamic efficiency. 
(7) We may interpret this as meaning that dynamic 

efficiency is related to the design of new models, while static 

efficiency is related to the maximisation of efficiency of production 

of available models. 

In a period of peace, with no war anticipated, and with financial 

pressures on the state, the state will want to maximise static 

efficiency while the firms will be interested in maximising dynamic 

efficiency, in order to maximise their revenue. In a period of 

rearmament the state will be planning for war at a given date and 

therefore will, in the initial stages, push for dynanic efficiency, and 

in the later stages for static efficiency such that in wartime it has 

the latest possible nxDdels being efficiently produced. By contrast the 

firms, working on a shorter time horizon, and unsure of the future of 

demand will want to move to production as quickly as possible to make 

profits, and also to stretch out the work as long as possible, to avoid 

over-capitalisation, and to maximise revenue. They would also want to 

keep all the available work to themselves. In a period of war the 

state will want to maximise production, subject to quality, and 

therefore the stress will be on static efficiency, but subject to the 

necessity to make short-term adjustments: planning horizons will be 

relatively short. The firms will also have an interest 
-in 

maximising 

output, and wi 11 want to keep modifications to a minimum. It may be 
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the case, however, that in wartime, the firms, being insulated from 

financial problEms, will look at their longý--term development beyond the 

war, and may not wish to be pushed into meeting the short-term 

requirements of the state. Therefore, the balance between more 

immediate production and longterm development changes, but more 

importantly the optimum situation for each party is different at 

dif f erent stages: the balance is therefore a source of conflict 

between state and industry, with the possible exception of wartime. To 

conclude therefore, the nature of the relationship between state and 

industry depends not only on the state of demand, but when technical 

change is important, on the dif f erent. time horizons employed by both 

parties at diff erent times. (8) 

These issues will be developed within this chapter. First, the 

debates of the 1930s on the desirability of applying extra-economic 

powers to control rearmament are discussed, as is the development of 

war-time controls over the industry, and the change that peace brought. 

In the next section this is followed by a discussion on profits and 

contracts. The controls on production are then discussed followed by a 

discussion on interventions in management. Discussion of the role of 

the SBAC in policyýmaking follows. RLnally, there is a review of the 

balance between quantity and quality in aircraft production. 

The Cbntrol of the Aircraft industry 

It was a central principle of the goverment's rearma-nent policy 

that rearmament should not interfere with normal trade, 
_ 
and that the 

procurEment process should involve only the least possible interference 
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in the private enterprise prerogatives of the armourers. 
(9) This 

policy was sustained in the years before the war despite attacks frcxn 

both right and left. Churchill's caqpaign for a Ministry of Supply(10) 

was part of this campaign, so was Lord Rothmere's call for an 'Air 

Dictator'. (") The Labour Party also called for increased interference 

and indeed national isation, to control rearmament. 
(12) Indeed, the 

Royal Oxnmission on the Private Manufacture of An-ns, in rejecting the 

case for national is ation, urged greater control over rearma-nent than 

the government intended. (13) 

The government's policy was laid down early one, and was fully 

supported by Lord Weir, Lord Swinton's (Secretary of State for Air, 

1935-8) industrial adviser. 
(14) Weir wrote to Baldwin in 1935, saying 

he was 

averse to doing anything which would turn industry 

- upside down by creating a war spirit ... [we] must n-ov e to 
an effective British ccmprcmise solution as oppg ed to 
merely copying the centralised dictator SyStEM. U-11 

The 1936 Defence White Paper made reference to the fact that rearmanent 

(16) 
would not interfere with 'normal trade'. In this the government 

was firmly backed by the employers. At the 1935 Conservative party 

conference a resolution was passed urging greater control of industry 

for rearmament. This led to the FBI requesting a meeting with the 

goverrnent. The government was represented by Baldwin, Chamberlain and 

sir Horace Wilson. As Shay has argued: 
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The significance of the industrialists' message to the 
goverrrnent should riot be understated. They implied in a 
thinly veiled threat that if the government were to 
attempt to use any form of compulsion in time of peace 
to order the production of 

, war material industry would 
rx)t co-operate... Garpulsion was seen as the first step 
on the road to alism, and it mattered little who 
iinplEmented. it. 

Throughout the rearmament period, until the passing of wartime 

legislation, there were no new powers given to the procurEment 

ministries to obtain and control supplies: what control was exercised 

was done through market power and through persuasion. 

commentators, notably Reader, have argued that this was enough: 

Air Ministry, he has argued, 

had all they needed in the power to give or withhold 
contracts, and in the negotiation of certain key 
clauses. Thus they had no need to seek general powers 
to inspect firms' books... they had no need of formal 
power to instruct a firm to alter its policy, change its 
management, or vary its methods of production. The 
threat of losing Air Ministry business, combined with 
the knowledge that the threat, if made, would not be 
bluff, was quite sufficient... The demand for 
nationalising the arms industry, often made in the 
thirties, was superfluouslAf it was intended as a means 
to greater state control. 

I 

Some 

th 

This judgement is not one which can be accepted in the light of the 

evidence as will be sTK)wn below. 

It has already, been noted that a nmber of outsiders called for 

greater control over the industry in 1930s. From within the industry 

too there was at least one voice: that of Roy Fedden, Bristol's 

celebrated engine designer. In October 1937 Fedden was, asked by the 

minister for the Cb-ordination of Defence, Sir Thomas Inskip, for his 
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views on ways to improce the output and ef f iciency of the industry. 

Fedden prepared a report calling for drastic centralisation of control 

within the Air Ministry, and the-cutting down of the numbers of types 

of aLircraft. 
(19) A long correspondence with Inskip followed during 

which Inskip wrote that the idea of an 'absolute czar of aircraft 

production' was impossible 'having regard to our Parlianentary 

system... Our systEm is irksome and to some extent dilatory in its 

effect, but unfortunately we have to put up with it., (20) In May 1938 

Fedden suggested to Inskip and Sir Warren Fisher of the Treasury that 

Arthur Gouge of Short Brothers should run the whole of airframe 

production. 
(21) 

Fedden was exceptional: in general there was in the industry a 

deep distrust of the Air Ministry and tensions between state and 

industry were evident. one of the causes of this is made clear in a 

letter that Sir Wilfrid Freeman, who was responsible for the 

develor. ment and production of aircraft, wrote in the first month of war 

to the Executive Oommittee of the Society of British Aircraft 

0Dnstructors: 

... some of the smaller firms have no proper planning 
department and have to be spoon f ed, so that the 
responsibility for their planning must necessarily 
devolve on the Air Ministry. I haveknown from my own 
enquiries that even some of the big firms have had no 
properly organised planning department, but they are 
getting fewer and fEwer every day. I hope the ODurnittee 
wi 11 take the opportunity of their visit to Harrogate 
[to where the Air Ministry production organisation was 
evacuated] to examine in same detail the records that we 
find it necessary to keep so that we can not only work 
out what the aircraft firms thEniselves can produce, but 
so that we can dictate the necessary f loor-space and 
ic--ax>ur force that is required to produce the incredible 
number 0(22) tems which go to make up the aircraft as a 
whole... 
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The attitude of the f irms may perhaps be judged by the attitude of 

Frederick Handley Page just before the meeting mentioned above: 

It is now over a month since our first meeting [with 
the Air Ministry], and beyond hearing how bright and 
beautiful the organisation (disorganisation? ) is at 
Harrogate with its mass of statistics little has been 
done. I feel that an enormous organisation has been 
built up on an entirely wrong basis of facts, and the 
result is a house built out of a pack of cards which the 
slightest breath of ccnmnsense and ordinary ccmercial 
econcmics would blow away. (23) 

The expression 'ordinary commercial economics' is indicative of the 

industry's attitude to aircraft supply in peace, and of its 

backwardness of ccming to terms with the exigencies of war. 

In wartime, of course, things were dif f erent. The state took 

unto itself many powers over and above those it could exercise as a 

buyer. The state now had powers as a supplier of raw materials, and 

control 1 er of 1 abour, as wel 1 as power to change the management of 

firms by appointing controllers, or even by nationalising firms. Fbr 

the control of the aircraft industry the Ministry of Aircraft 

Production was created immediately Churchill cane into office. Scime of 

the tensions this created are brought our in MAP's own popular account 

of its work: 

' .. despite the big increase in their. own 
responsibilities, and in their own real importance in 
the war effort, a large number of highly individualistic 
managements were called upon to accept direction and 
control, in many matters, fram a central Ministry. Few 
people who have not encountered it realise the 
passionate pride of the keen industrialist in his own 
organisation, and the strength of his belief in its 
particular way of doing things. (24) 
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While in the majority of cases the powers of take-over, of managEment 

or ownership, were not necessary, and many other powers could be used 

to control firms, they were used particularly during Sir Richard 

Stafford Cripps' time at MAP. 

Despite the war, and the mixing of personnel it inevitably 

brought about, the state and industry were never fused into one 

mechanism. The post-war literature on the aircraft industry is 

littered with uncomplimentary references to the state agencies 

concerned with the industry, the dead hand of the Treasury and so 

on. 
(25) Equally official concern about the efficiency of the industry 

was made well known. (26) 

State Oontrol of Proflts ancl Cbritracts in the Aircraft Indlustry 

- one of the issues that divided the industry and the state in the 

rearmament period was profits. If ccmpetitive tendering were possible 

on a significant scale, and there was no collusion between 

manufacturers, the problem of costs and profits would not have arisen. 

However, as part of its strategy of control the Air Ministry did not 

allow all firms to tender for contracts, and instead relied to a great, 

and increasing extent, on non-competitive contracts. This was 

especially the case: for the more complex and expensive items as is 

shown by the fact that the proportion of non-ccrnpetitive contracts by 

number of contracts was lower then the proportion by value. 
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Table 3.1: Value of Cbntxacts Placea for Aircraft ana Equipment, 1939- 
1945 

Total contracts Ocrnpetitive oorrtracts 

No. Value % total no. % total value 
im 

1939/40 19,082 398.6 54.0 14.7 
1940/41 16,623 514.5 24.5 4.7 
1941/42 49,366 657.1 6.7 1.5 
1942/43 61,493 1,109.7 5.7 1.3 
1943/44 47,726 745.0 3.0 1.0 
1944/45 40,355 465.6 2.8 1.2 

Source: W. Ashworth, Contracts and Finance (London: HMSO, 1953), p. 
37. 

Negotiations between Sir Thomas McLintock, a well known 

accountant who was retained by the SBAC, and the Air Ministry on the 

formula for calculation of profits started in 1936, but it wasn't until 

(27) 
1939 that an agreErnent was signed. The principal sturrbling block 

was the Treasury, which wanted to see the allowed profit calculated on 

the basis of capital Employed. The firms wanted allowed profit to be 

defined in terms of turnover, while the Air ministry, being primarily 

concerned with the production of aircraft, wanted to satisfy the 

industry, as well as having a procedure that would encourage 

efficiency. The Treasury's main objection to the use of turnover as a 

ref erence was that high prof its (as % of capital) would ensue, which 

would undermine the public's confidence in the rearmament 

programme. 
(28) AsShaysays: 'where the Air Ministry was concerned 

with production and strategy, the Treasury was concerned with econcmics 
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and politics'. 
(29) Peden argues that the Treasury's interest went far 

beyond this, but that it was certainly true that they were particularly 

concerned about Air Ministry contracts. 
(30) 

As well as profits, the question of cost determination was 

controversial. A tentative agreement was reached in 1936 such that 

cost would be ascertained on the basis of the first two production 

runs, with the contractor being paid on an agreed rate of profit. on 

this basis a fixed price contract or maximum price contract would be 

drawn up. If the actual cost was less than the maximum price, the 

difference would be split, if rm: >re the contractor would take the loss. 

However, in the event of failure to agree whether a fixed cost or a 

maxirmzn cost, the firm had a choice of arbitration on cost-plus-agreed 

rate of profit, known as the 'time and line' procedure. The rates of 

profit (on turnover) for fixed or maximum price contracts was to be 

10%, and 7% on 'time and line' contracts. 
01) 

On Treasury insistence, 

negotiations with McLintock were re-opened and a formula was quickly 

agreed which 'cbscured the time and line provision without altering its 

substance'. 
(32) 

Although the agreement was not signed until the modification had 

been made, in 1938, contracts between 1936 and 1938 were in confonnity 

with the McLintock provisions. It was clear by 1938 that this 

arrangement Was leading to excessive profits on the part of the 

aircraft firms, and profits higher than those accruing to other 

munitions contractors. 
(33) In March 1938 the Treasury established a 

secret committee on contracts to review profits in the aircraft 

industry, which despite protests was able to obtain information abc)ut 
I 
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profits from the Inland Revenue: the Air Ministry and Treasury did not 

have access to the fin-as' accounts. Although the figures supplied by 

the Inland Revenue did not identify individual firms the Treasury were 

able to calculate that for 1937 the average rate of profit on private 

invested capital was 20%. The Murray Committee, which reported in 

Pd: )ruary 1939 showed that increased turnover and publically supplied 

capital would lead to unacceptable profiteering unless procedures were 

changed. 
(34) These conclusions remained secret and Treasury officials 

were able in 1938 to convince the Select Oc)mmittee on Estimates that 

profits were under controll 

Anticipating war and controls the SBAC agreed to a lower rate of 

profit in 1939, but by 1943 contracts were being agreed with individual 

firms without reference to the collective agreEments with the SBAC. (35) 

Nevertheless, wartime profits were high (Table 3.2). 

Table 3.2. - Average Profits of a Group of Aircraft Fixms 

Estimate % in Cbst 
Actual % on 0: )st 
Estimate % on ocwpanies' 

capital 
Actual % on caTpanies' 

capital 
i 

1941 1942 1943 1944 

4.41 3.73 3.19 2.88 
6.38 5.60 4.90 5.74 

12.82 14.38 12.61 14.92 

18.51 20.40 21.61 19.08 29.74 

sane basis sane basis 

Source: W. Ashworth, Contracts and Finance (London: HMSO, 1953), 
91. 
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What does this discussion tell us about the relations between the 

state and the aircraft industry? As far as Shay is concerned, up to 

1939 the firms in effect blackmaUed the govern-nent. 

The National Government was, or more importantly, 
believed itself to be, the prisoner of its constituency. 
When the aircraft industry set its interests above those 
of the nation, the Governi ent felt it had no alternative 
but to act as it did, keeping the matter qui ! ý' nd 

, 
361 trying to show the industry the error of its ways. 

For Turner the case of aircraft procurEment up to 1939 'provides 

interesting examples of the shifting balance of power between a 

custcmer dEpartment and an industry orgardsed to protect its collective 

interests', arguing that the power of the Ministry was increased, as 

revealed by renegotiation of contract procedure, and the by-passing of 

the SBAC on these matters. 
(37) 

But the depressing story of attEnipLs to control profiteering is 

not a sufficient basis for discussing the relations between the state 

and the industry. After all, the question of profits, was, 

notwithstanding its political importance, marginal to the problans of 

production of aircraft. 
(38) Here, other aspects not directly related 

to profits but certainly related to the private nature of production 

were inportant. 

The Cbntrol of Production 

The question of which firms would produce aircraft selected for 

production was a contentious one. The Air Ministry insisted on its 

right to place production orders as it sav fit. By contrast -the firms 
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insisted that the firm which produced a successful design should 

automatically be awarded the production contract, and that the firm 

should decide if it would subcontract production to other firms. In a 

situation of low demand, and Parliamentary pressure on costs the Air 

Ministry pushed for the spreading of production of a limited nurrber of 

types over many firms, while the firms pushed for the maximisation of 

the nurber of types such that each finn would be producing aircraft of 

its own design. But, the issues were more complicated since the Air 

ministry wanted to retain design capacity, by keeping as many firms as 

possible busy with design work. In 1920 they told the SBAC that they 

intended to place all orders with the designing firm where possible, 

provided that prices were fair. After 1924, however, the dEmand for 

aircraft was so low that alternative methods were discussed with the 

SBAC. The policy was established that above a certain number of 

machines orders would go to non-designing firms. (39) 

In the 1920s orders were usually too small to allow 

subcontracting -of complete machines, and this was done in only a few 

cases, for example, that of the Armstrong-Whitworth designed Siskin, 

the RAF's principal fighter of the late 1920s. (40) In the early 1930s 

the Air Ministry did indeed ask for competitively tenders for 

production orders of the Hawker Hart from firms other than designing 

(41) 
firm, but always within the 'ring'. It rEmainea the case, however, 

that the vast bulk of 
i 

orders were placed on a single tender basis. (42) 

In 1936, however, the Air Ministry awarded a production contract for 

Hawker Furys to a non-ring' firm, General Aircraft Limited. (43) 

Needless to say the SBAC were outraged. 
(44) 
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The Shadow scheme was also attacked by the 'ring' firms for the 

samereason. With reference to the Shadow industry the SBAC noted in 

1936: 

Some years ago when the position of the Industry was 
discussed with the then Secretary of State for Air the 
Society was informed that owing to the decision to slow 
down expansion of the Air Fbrce only limited orders were 
forthcoming but the Society was informed that if the 
Industry would maintain its experimental departments and 
'carry on' the Air Ministry would not go outside the 
designing fir production when the time for 

, 
ý25 for 

expansion cane. 

The SEAC was not consulted about the schEme, and when it was announced 

in the 1936 Def ence White Paper, it was attacked by the SBAC and the 

trade paper, The Aeroplane. (46) The aircraft industry was opposed to 

the Shadow scheme because it was uncertain about the guarantee that the 

Shadow scheme was temporary, and because they argued that aircraft 

manufacture was a very specialised business, not scmething would could 

be engaged in by car manufacturers, especially car manufacturers geared 

to mass production. In arguing against the Shadow scheme the SEAC 

argued that aircraft manufacture required great flexibility, in order 

to accommodate easily the continued modif ications required, whereas 

motor car manufacture required standardisation. Service aircraft were 

something quite special: 'The motor car can be judged by price and 

quality, service aircraft by performance alone. 
(47) This then was the 

position of the SBAC in 1936, stressing the particular difficulties of 

aircraft manufacture, its particular qualities and the necessity of 

individuality in design. (48) By 1938, and certainly by the war years, 

this attitude had been considerably modified, as will be shown below, 

but it was a consistent theme of the SBAC's arguments that aircraft 
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manufacture was a very special branch of engineering. Furthermore, 

aeronautical engineering was seen not merely as industry-specific, but 

as firm-specific. During the expansion period firms were reluctant to 

take on the production of aircraft they had not designed, and were 

reluctant to let other firms -produce aircraft they had designed. 

Fairey, for example, were very reluctant to follow the Battle with 

another firm's aircraft, and Vickers were reluctant to let other firms 

make Wellingtons. (49) More extraordinarily the two ccrrbines, Vickers 

and Hawker Siddeley, were reluctant to spread work among their own 

firms. (50) 

A further challenge came in 1938 where the Air Ministry developed 

the Group Scheme, which would have the effect of firms making aircraft 

designed by other firms as well as greatly extending subcontracting of 

parts. In this context Sir Wilfred Freeman, the Air Member for 

Development and Production noted that: 'Mr. Handley Page and his firm 

will rxDrt co-operate in the production of aircraft by other firms except 

under duress, and is obstructive to suggestions for 

subcontracting. '(51) Eventually, of course, Handley Page was forced to 
I 

concede and during the war the various firms did build aircraft 

designed by other firms as well as subcontracting parts. Flor example, 

during the war most of Blackburn's production consisted of the Fairey 

Swordfish and Barracuda, and Shor-t Sunderlands. 
(52) 

But even during 

the war there was scrýetimes resistance. A notable exaTple is that of 

Short Bros. As well as being highly inefficient producers of their own 

Stirling bcmbers they refused to discontinue production of this type in 

favour of Lancasters, a refusal which played an inportant. part in the 

nationalisation of the firm (see Chapter Four). 
I 
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Under the Group SchEme committees made up of representatives of 

the firms making up each group, but chaired by the Director--General of 

Production, would allocate orders within a group. 
(53) 

A meeting was 

held with SBAC representatives in January 1939, but they rejected 

it. (54) 
Nevertheless, the Ministry went ahead with the Group ScheMes, 

since it was to concentrate production on certain types, a policy wbich 

required co-ordination between firms that were not linked by 

ownership. 
(55) 

The scheme was launched in January 1939, the 

controlling ccmmittees as well as being chaired by DGP were served by 

Air Ministry staff, as well the subocnmittees. 
(56) According to Postan 

very f ew meetings were held and from the outbreak of war the groups 

centred on the patent firm and were administered from their works with 

officials playing only a minor part. 
(57) 

In_discussion held between MAP and SBAC in 1943 to discuss 

reconstruction policy and peacetime policy for the industry the 

questions of who should build aircraft and to what extent 

subcontracting should take place played an important part. An 

additional question was the extent to which aircraft firms should 

devote thEmselves to non-aircraft work after the war. on each of these 

questions the SBAC was negative rather than positive: it stuck firmly 

to its traditional viEws. On the question of the future of the Shadow 

factories the SBAC was firmly of the view that aircraft Production 

there should'cease, as Lord Swinton had promised in 1936. (58) As far 

as post-war aircraft production was concerned they argued that managers 

of potential wartime producers should be seconded to aircraft fin-as to 

learn the techniques of aircraft production rather than to be given 

orders for aircraft in their own works. (59) Furthermore, there should, 
I 
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they argued, be as little suboontracting as possible and aircraft firms 

should not be expected to take on non-aircraft fields of activity: 

'the odbbler', they said, 'should stick to his last.. (60) 

The SBAC and DesiLgn and Production Policy 

The Society of British Aircraft Cbnstruc-tors was formed in 1916 

at the request of the goverzin . It helped organise the large nurber 

of firms that produced aircraft during the First World War. It played 

an important role in forcing the government to abandon the state 

manufacture of aircraft at the Royal Aircraft Factory, Farnborough, and 

in the interwar period, and since the Second World War have rEmained, 

strong advocates of the private manufacture of arms. Unlike most trade 

associations, it deliberately restricted its membership to what they 

considered substantial manufacturers of aircraft and parts. The 

governing body of SBAC, the Cbuncil, was nothing more or less than the 

list of firms on the Air Ministry's approved list of contractors, the 

'ring'. If one can make an anology with Employees' unions, it was very 

much a craft, or closed union. 
(61) 

1 

The SBAC was very prone to regarding the Air Ministry as 

cbstructive and negative in its attitude to technical development. In 

their mEmorandm to the Royal Cmrdssion on the Private Manufacture of 

and Trading in Arms,, for example, they argued that private venture 

designs were more successful than designs to specifications (see 

Chapter Fbur) - It is little wonder therefore that the firms, and the 

SBAC, should want as large a say as possible in the policy-making 

process for the design and production of aircraft. 
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By 1937 the SBAC were arguing even more strongly against the Air 

Ministry. They argued for decentralisation of control, and closer 

contact between manufacturers and. 'users', and for new arrangEments for 

discussing problEnz. The atmsphere was clearly very difficult. E. C. 

BoNqer of the SBAC wrote to the- Chairman, Sir Frederick Handley Page, 

privately: 

May I venture to express the view that the future of 
the industry as a private enterprise depends upon our 
putting forward acceptable concrete proposals? Taking 
the industry as a whole, we are apparently not nearly 
producing the goods. I see nationalisation locming very 
near, to cover up Air Ministry blunders. Anyway, an 
industry which is absolved from loss and is placed on a 
@cost plus ý6 2ý er cent' basis is already really 
nationalised. 

Sir Frederick Handley Page wrote to the Air Minister, Lord 

Swinton in October 1937 suggesting the establishment of a joint 

SRAC/Air- Ministry Committee to which 'would be referred questions 

relating to labour, supply of materials, finance and technical 

considerations which affect main production policy and the industry as 
(63) 

a who 1 e'. Swinton's reply to the suggestion, which Handley Page 

had already, raised at a meeting with Swinton was sharp enough to be 

discourteous: 

... I hope I had made it plain in our talk that my own 
view was that while I should welcome definite concrete 
suggestions, I was strongly of the opinion that loose general 
discussion would be a waste of time which you and the senior 
mEmbers of the Air Ministry could ill spare... 
The letter of the 20th October indeed merely purports to 
suggests a number of topics which might possibly be discussed 
if a committee of the Air Ministry and the SBAC were set up. 
i must repeat the apphatic view of the Air Ministry, and as I 
have said, If eel sure you yourself must share it, that wide 
roving discussions would be a waste of time we none of us can 
or ought to spare; and that any discussion which is to be 
useful should be based on definite concrete proposals. (64)' 
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Handley Page replied still asking for a Joint ODmmittee and met Swinton 

and Weir in December 1937 to discuss the issue. At that meeting 'it 

was... agreed that it would be most undesirable to create any k, 
organisation which would be intermediate between the units of the 

(65) industry and the Air Ministry'. However, such a Joint Ctmnitee was 

established in December 1937. Its members were the Air Member for 

Research and Development, the Air MEnber for Supply and Organisation, a 

representative of the Deputy Chief of the Air Staff, the Second Deputy 

Secretary and four mErrbers of the SEAC Cbuncil, including the Chairman 

of SBAC, Sir Frederick Handley Page. The meetings covered fairly 

detailed problems, rather than broad issues, but the SBAC 

representatives clearly wanted to push their line that they sbould be 

involved in discussions about design before specifications were issued. 

The Air Ministry were definitely against this. (66) 

Clearly, however, neither side was satisfied with arrwigEments. 

The SBAC regarded the Air Ministry as too centralised and bureaucratic, 

while the Air Ministry regarded the SBAC as irresponsible and short- 

sighted. To try and get round these problEms the Prime Minister, 

Neville Chamberlain, asked senior members of SBAC to meet him on 23 

Decerrber 1937. At this meeting Chamberlain suggested to the SBAC that 

it should appoint a full time paid and 'independent' Chairman, and that 

this Chaiman should be Sir Charles Bruce Gardner. (67) In January 1938 

the Cbuncil of the SBAC unanimously agreed to invite Sir Charles Bruce 

Gardner to become 'independent' Chairman. Press releases were 

carefully drafted so as not to suggest that the goverment had irrposed 

Bruce Gardner on the SBAC to sort it out. It seEms, however, that the 

sELAc weren't entirely sure what they had let thEmselves in for: they 

I 
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thought 'independent' Chairman meant a Chairman independent from the 

aircraft industry (i. e., having no interest in a particular aircraft 

firm) whereas the government and Bruce Gardner, interpreted 

'independent' to mean independent from the Council of the SBAC. By 

March 1938, the SBAC was made to understand its position following 

debates in the Commons, and they formally came to terms with Bruce 

Gardner. He was to be described as Executive Chairman and was to act 

not only as spokesman of the industry to the government, but also of 

the goverment to the industry. (68) Neville Charrberlain also appointed 

an Advisory Panel of Industrialists, with direct access to him, to 

advice on industrial questions, as did the Secretary of State for Air. 

The SBAC took the opportunity of Swinton's downfall in 1938, 

which they did much to bring about, to attack the whole basis of the 

Air Ministry's policy. In a memorandum to the Secretary of State's 

Industrial Advisory Panel they again argued for direct contact between 

the manufactures and the 'users', by which they meant servicEmen, 'with 

a minimum of interference by departmental technicians'. 
(69) The SBAC 

argued in fa-niliar vein that the Air Ministry was technically backward: 

Technical advances have only been made when the 
manufacture and the uses of the machines have been able 
from unofficial discussion to evolve successful private 

kFf official opposition of ventures often in the teeV 
the Technical Departments. 

The Director of Technical Development categorically denied this, and in 

November 1938 there was a further exchange of letters between Sir 

Wilfrid FreEman and Sir Charles Bruce Gardner on this matte'r. 
(_71) 
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There was however an element of hypocrisy in this call for 

increased technical sophistication by the SBAC, for already in 1937, 

and in 1938 and beyond, they were arguing for production in greater 

nuirbers of relatively simple aircraft and for fewer modifications. (72) 
I 

This may be contrasted with their desire to maximise the number of 

types in the early 1930s, and their argument against 9hadow production 

in 1936, where they argued that quality was vital, and therefore 

modifications were vital, and therefore, only professional firms should 

be engaged in the production of aircraft. As Lord Swinton was to 

comment in his memoirs with respect to this period: 'They were not 

wanting manufacturers who would like to have built a lot of old 

death-traps which could have been turned out in quantity. 
(73) Indeed, 

in this period death-traps were indeed being turned out., m: )St notably 

the Fairey Battle, the Armstrong-Whitworth Whitley and the Bristol 

Blenheim. As Postan has put it: 

In general the industry, or at any rate important 
sections of the industry, preferred producing the well 
establishýd types. It is therefore no wonder that the 
behaviour of individual firms gave grounds for suspicion 
that the introduction of new types was delayed in the 
hope of 'wangling' a continuation order. Flortunately, 
the firms against whom this accusation was levelled were 
few, but there is little doubt that even the most public 
spirited of the firms might not exert themselves in 
changing over t?. M types when orders for the old ones 
were to be had. 7 

i 

Clearly, then, the policy of the firms on the extent of new design 

relative to production was dependent on the state of demand for 

aircraft. 
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The desire of the SBAC, and of the firTnS to be closely involved 

in design and production policy continued to make itself felt 

throughout the war years. They suffered a setback with the formation 

of the Ministry of Aircraft Production in May 1940, but nevertheless 

continued their caTpaign. In 1942-43, both in correspondence between 

Sir Charles Bruce Gardner and MAP, and in SBAC evidence to the Select 

(lourLittee for National Expenditure, the arguments on both sides were 

once again deployed. In early 1942 Sir Charles Craven of MAP wrote to 

Bruce Gardner asking for the industry's suggestions as to how 

production of aircraft might, be increased. (75) The SBACs response was 

that too many modifications were demanded; they said that 

approximately 37 different types of aircraft were being produced and 

that the use of 'low grade and unversatile labour' was only efficient 

with 'standardised output and a rigid production prograin e undisturbed 

by modifications. '(76) Complaints were also made about the lack of 

consultation of the industry as a whole: 

It is considered that much benefit would arise towards 
achieving the maximum aircraft production if there were 
frequent consultations by MAP with the industry as a 
whole on matters affecting production as it is believed 
that the collective experience of the industry can make 
a contribution towards production which is in excess of 
that received from consultation with individual 
finre. 17T) 

As Postan has pointed out, the SBAC complaint was not about rack of 

consultation on technical matters but about 'the whole technique of 

formulating the policy of design and develor-merit'. (78) The SBAC's view 

was set out in a letter from Bruce Gardner to Cbl. Llewellin, the 

Minister of Aircraft Production in May 1942: 
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Broadly speaking, the Industry's view is that, the Air 
Staff having decided strategical and tactical 
requirements, Industry should supply the engineering 
interpretation of these requirements in the form of 
operational aircraft, that the Ministry of Aircraft 
Production as the purchasing agent 'should coordinate 
production ap6glrrange conditions to facilitate 
manufacture... 

According the Postan, the Ministry's response was that 'the cobbler was 

politely told to "stick to his last'". (80) While consultation with 

individual firms about individual aircraft was as close as it could be, 

the industry collectively was to be given no power over design or 

production policy. 

Later in 1942 the SRAC repeated its complaints to the Select 

CuTmittee on National Expenditure. Here they argued that relations had 

deteriorated between 1938/39 and 1942. (81) The Select Committee 

accepted this view: 

In the early days of expansion, when the first Shadow 
factories were created, a high degree of co-operation 
was attained between the Air Ministry... and the 
industry in drawing up plans through the Air Supply 
Cbmmittee of which the Minister was Chairman and upon 
which the industry was represented. The industry was 
consulted on all major matters affecting production. 
Since then, however, the relationship has not been so 
close; and although there have lately been signs of 
improvEment in this regard, the Ministry still inclines 
to prefer separate contracts with firms or groups of 
firms engaged on the sa-ne type (06) aeroplane rather than 
with the industry as a whole... 

I 

Clearly relations were not as close in 1938 as the Select 

Committee implied, but this should not, of course, be taken to mean 

that relations between the industry in 1942 were even worse than the 
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Select azmmittee thought. Relations between the aircraft firms and MAp 

were necessarily close but MAP already held mst of the cards, and most 

of the responsibility. The Select OM-mittee urged that there should be 

chosen in consultation with industry: 
I 

Though it may be true that in the course of war the 
Ministry has acquired an intimate knowledge of the 
capacity and suitability of particular firms for taking 
part in any such new prograffle; and though the Ministry 
must accept final responsibility for the ultimate 
decision, the advantages of collective contWation 
before that decision is made, seEm undeniable. 

In contrast, therefore, to the ViEw that the war saw a strengthening of 

trade associations, in the case of aircraft production, it appears that 

the opposite is the case. It is indeed ironic that Sir Charles Bruce 

Gardner, while Executive Chairman of the SBAC should have been between 

1942 and 1944 the Chairman of the FBI Committee on Industrial 

Organisation, which inter alia urged a much greater role for trade 

associations in policy making, while at the same time decisively 

rejecting a'role for the state in trade associations. 
(84) Perhaps no 

other head of a trade association was so much a creature of goverment, 

and indeed of a government that in this particular case denied the 

trade association concerned any significant role in policy-making. 

More generally it is clear that MAP and the SBAC were deeply suspicious 

of each other as collectivities. A further indication was the 

disagreement over publication by MAP of a prcpaganda booklet written by 

sBAc staff, on the history of the aircraft industry. The joint project 

fell through because the MAP, it appears, found the book politically 
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objectionable. The SBAC, for its part, feared that MAP would bring out 

its own book casting the story of the nationalisation of Power jets and 

Shorts, and the intervention in Fairey's someovhat differently from the 

SBAC. (85) 
Another indication was that in September 1944 the SBAC was 

planning to informally entertain (bnservative merrbers of Parliament to 

inform them on their views on various matters. The meeting never took 

place, but the memorandun prepared by SBAC officials indicates clearly 

the concerns of the SBAC. They were worried about possible 

nationalisation, the fact that Shadow factories produced aircraft more 

cheaply than parent firms, and that Shadow factories might be kept in 

operation after the war. The SBAC me-nbers were asked to eaphasise, in 

connection with proposals then being made to use Shadow factories to 

manufacture pre-fabricated houses that aircraft firms should not be 

expected to venture into areas in which they had no experience. 
(86) In 

the event aircraft companies did indeed manufacture pre-f abricated 

houses, but it is unclear whether any of their own plant was used for 

this, though state-owned factories certainly were. on the question of 

nationalisation the SBAC had little to fear from the inccming Labour 

government, as is shown in the next chapter. 
I 

In 1950 the Ministry of Supply produced a list of ccamitte and 

trade associations which it used as links with industry. The vast 

majority were trade associations, a few more called committees and 

these were special advisory councils covering the engineering industry. 

These were the Engineering Advisory Cbuncil, the Machine Tools Advisory 

Cbuncil, the Gauge and Tool Advisory Cbuncil and the National Advisory 

0ouncil for the Motor Manufacturing Industry, as well-as the Heavy 

Electrical plant (D--mmittee and the Shipbuilding Advisory Cum-Littee. (87) 
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The senior body, the Engineering 7dvisory (buncil, which was set up in 

1947, consisted of eleven Employers' representatives, and eleven 

employees' representatives. Meetings were attended by senior 

officials. (88) Flor the aircraft industry two bodies were listed, the 

Management 03nutitee of the SBAC, and the Aircraft C)onsultative Board. 

There is no evidence, however, that the SBAC, or Employers had more say 

in the control of their industry than they had during the war. 
(89) 

The Quality and Quantity of Aircraft productjon 

Having analysed some of the sources of tension between the 

industry and the state it is now necessary to consider what the 

consequences of these differences were for the quality and quantity of 

aircraft productiorl. 

The authorities responsible for the supply of aircraft frcm the 

beginning of rearmament into the war had as a 'primary object... to 

maintain the quality of aircraft at the highest posible pitch even 

though this was bound to reduce the output. '(90) However, although in 

theory the principle was rigidly adhered to, in practice it was 

necessary at certain times to sacrifice quality for quantity. It is 

useful to distinguish, however, between ordering relatively obsolescent 

types, and cutting back on design work and thereby delaying the 

introduction of new types. Certainly at the beginning of rearmament 

and in 1938, following the Anschluss, order were placed for relatively 

obsolescent types, but the ef f ect on design work was limited. It is 
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also useful to distinguish between deviations deemed necessary 

primarily for military reasons and those made primarily for industrial 

reasons. 

The first major interruption of design work came with the 

appointment of Beaverbrook as Minister of Aircraft Production. 

Beaverbrook ordered concentration of production and design on only five 

types, the Wellington, Whitley, Blenheim, Hurricane and Spitfire, 

although design work on the 1936 generation of bcobers, the Stirling, 

Halifax and Manchester, which were due to ccme into operation in 1941, 

was continued. 
(91) By early 1941, however, the pause in non-urgent 

design was over, and the established relation between quantity and 

quality was restored, (92) 
although there was a significant deviation in 

the Bomber Programme of 194093) Postan however notes two other 

deviations from the doctrine of quality, the first due to 'stop-gap' 

orders, arising frcm industrial pressures, and the second involving a 

mulitiplicity of types, due in part to insurance, and in part to the 

lack of a suitable measure of relative performance. The question of 

stop-gap orderst and the industrial pressures for it have already been 

discussed above. Here it is worth noting that the stop-gap orders were 

placed not in periods of low demand for aircraft, but in a period of 

very high dEmand. In a period of low dEmand there were few orders for 

purely 'stop-gap' reasons. Low demand, and goverment policy for 

design, encouraged the provision of a multitude of types. But, it has 

been noted that the problem of multitude of types persisted into the 

war despite repeated attempts to reduce the members. This was the 

result of both making sure that at least one good aircraft was 

available for a particular role, that it was imposible to accurately 
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measure the effectiveness of various aircraft, and due to reluctance on 

the part of firms to switch over to new types, as was the case with 

Shorts. (94) 

Cbnclusion 

The balance of influence of firms and state on the develor-ment of 

British military aviation is a controversial and difficult matter. It 

has been subject to partisan debate, but also to a reasoned conclusion 

of overall equality of influence in the case of design and 

performance. 
(95) The central argument of this chapter has been that 

the level of influence of both parties varied with the level of demand 

for aircraft, and varied between a nuTher of issues on which state and 

industry disagreed. On the question of profits the state was certainly 

taken to the cleaners in the late 1930s. However, on the control of 

production the state was able to override the firms, though in some 

instances dramatic measures were necessary. On the question of 

ultimate control of design and production policy the state was always 

formally in charge, though some deviations from the doctrine of quality 

can be attributed to industrial pressure. What is particularly 

interesting in the context of many writings on the role of trade 

associations during the war was the negligible collective influence of 

theSRAC. The SBAC had been able to put up a united front on profits 

in the 1930s, but was nobbled in 1938 by the appointment of Bruce 

Gardner, and thereafter had practically no voice on policy questions. 

Individual firms and individual designers did play a significant role 
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in the development of the industry, as sources of new ideas for 

example, or as obstructions to change, in the case of Shorts in 

particular. Cbllectively, however, the industry counted for little. 

The fact that the industry as a whole was not allowed a 

significant say in policy was desirable in the short run. The industry 

was opposed to fundamental aspects of the rearmament programme, the 

Shadow Scheme, and the strengthening of the production branches of the 

Air Ministry, and later the creation of the Ministry of Aircraft 

production; it would have pushed for the mass production of obsolete 

types in the late 1930s and so on. Equally, there was a price to be 

paid: the leaders of the firms were never educated sufficiently in the 

realities of air policy, and found themselves at the end of the war in 

a position of dependence on the state, without having recourse to 

ordinary ccumercial markets, which they despised, as an alternative. 

We have then a curious paradox: that of industrial leaders almost 

entirely dependent on the state but reluctant to admit or understand 

the realities of their situation. This was one 'new' industry where 

relations with state were not as smooth or as acceptable to the 

employers as might have been thought would have been the case. 
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Chapter Fbur 

PUBLIC OWNER= AND THE MILITARY AIRCPJkFT INDUSTRY 

One way of avoiding at least some of the conflict between state 

and industry described in the last chapter would have been to have had 

a publicly-owned military aircraft industry. Indeed, such a proposal 

was put forward a number of times in the 1930s and 1940s, as were More 

limited proposals for an element of state design and manufacture in 

competition with the private firms. As is shown in this chapter, 

debate centred on the question of the structures most conducive to 

effective design of aircraft and to the provision of excess capacity. 

As has already been noted, there was from 1936 a very substantial 

amount of public ownership of plant for the production of aircraft and 

engines, but this was operated by private firms. In addition, during 

the second world war two important aircraft firms were nationalised. 

The airframe manufacturers Short Bros. were taken over because of a 

poor record in production, while the pioneering gas turbine designers, 

Power Jets, were taken over partly for reasons of administrative 

convenience,, but also as a consequence of changing attitudes to state 

design in the Ministry of Aircraft Production, which planned to 

establish a government factory in the post-war years to obtain closer 

collaboration between research, design and production. After the war, 

however, the it was decided to reverse the initiative in state design, 

and as far as public ownership was concerned, with the exception of the 

special case of Shorts, the pre-war arrangements were restored. 

The history of proposals for nationalisation is well documented 
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for those industries where nationalisation took place. (') The principal 

sources for the arguments concerning possible nationalisation of 

various industries are studies of the Labour Party. In the case of the 

aircraft industry, however, such an approach is inadequate both because 

many of the arguments for public ownership of the industry came f rom 

outside the party, and because many of the problems for which 

nationalisation was suggested as a remedy were not known outside the 

industry and the departments concerned. For this reason the official 

histories of war production are particularly valuable. However, their 

well-known faults, their 'departmental' bias and their concern with 

policies that were implemented, rather than those which did not get 

past the suggestion stage, 
(2) 

mean that their value is somewhat 

reduced. But, as well as being limited in their approach, the official 

histories are somewhat misleading. (3) Postan, for instance, states than 

on only one occasion did the Ministry of Aircraft Production exercise 

its powers to take over ownership (the case of Short Bros., by 

implication). (4) This is strictly correct, but only in as much as Power 

Jets was taken over under compulsion rather than compulsorily. He goes 

on to argu6 that takeovers and interferences in management were 

'exceptional instances neither preceded nor followed by a fundamental 

change of policy,. 
(5) Again, this is strictly true if the statement is 

restricted to questions relating to the takeover of private f irms: in 

relation to policy concerning state manufacture and state design it is 

misleading as will be shown below. Ashworth notes that while state 

manufacture was rejected in the 1930's, 'direct operation or some 

measure of Government ownership was also occasionally introduced in 

order to ensure the continuance of secret research'. 
(6) This ambiguous 

- 144 - 



reference to the circLmstances surrounding the nationalisation of power 

Jets was clearly misleading. Postan's 1964 discussion of the 

nationalisation of Power Jets is extensiver but is not clear on the 

circumstances that led to the decision. (7) Broadly speaking the 

official histories did not do justice to pre-war and wartime proposals 

for public ownership of all or parts of the aircraft industry, perhaps 

because as Postan noted: 'the relation of the firms to the ministry 

were so close as to make ordinary distinctions between private and 

public enterprise out of place'. (8) As this chapter will show, however, 

distinctions were made between the suitability of private enterprise 

for various purposes and had an important effect on policy. 

As in the last chapter it is worth setting out in outline the 

econcmic arguments: in this case yhy a single buyer (a monopsony) might 

want to provide itself with its own sources of supply (backward 

vertical integration), and to consider how such a picture is modified 

when the state is the monopsony and when the products concerned are 

armaments. Monopsony is not in itself an argument for backward 

vertical int6gration. Tb illustrate this point we may take two cases 

as examples: first, the case where the monopsony is increasing its 

demand and faces a cartel of suppliers and second, the case where the 

monopsony's demand fluctuates unpredictably and supply is not 

cartelised. In the first case backward integration would clearly be 

advantageous since not only could increased supplies be obtained but 

they could be obtained more cheaply through breaking the cartel of 

suppliers. In the second case, however, backward vertical integration 

would not be advantageous since the monopsony can use its market power 
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to hold down prices while at the same time avoiding responsibility for 

the fixed costs of supply. The nature of dernand and supply are not, of 1ý 
course, the only factors which affect the extent of integration. For 

instance, if there are technical., and administrative economies of scale 

to be exploited backward integration will be favourable. 

When the state is the monopsonist additional factors are 

involved. The fact that the state is not directly constrained by 

market forces means that it may be able to take a long-term view 

without needing to be unduly concerned with the short-term extra costs 

this may involve. However, there may be limits placed on the use of 

market power and of a strategy of backward integration by the state. 

The state may well be constrained in its use of public funds by 

parliamentary accountability and the principle of non-discriminatory 

use of such funds. In the case of state manufacture there may well be 

political hostility to extension of manufacture by the state and 

difficulties in developing operational criteria for control of such an 

industry, partidularly under a civil service structure. 

The picture becomes even more complex when consideration is given 

to the fact that the products concerned in this case are complex 

armaments which were subject to a high rate of technical change. The 

buyer will need technical expertise, both to assess new weapons, and 

also to prepare specifications, even if it does not have the capacity 

to design and manufacture them. But there is no necessary reason why 

the state should not design aircraft and engines and simply put their 

production out to private firms. The question of whether design should 
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be carried out by the user or producer, or carried out by ccmpeting 

groups of designers or by a single Organisation cannot be easily argued 

in the abstract. However, these questions were of crucial importance 

in the aircraft production system, and were closely linked to the 

question of nationalisation of the industry. (9) 

The Rcyal Oomi icn an the Private of Arms 

The relationship between the form of ownership and the rate of 

technical change played an important part in the evidence given to the 

Royal Commission on the Private Manufacture of and Trading in Arms, 

both by proponents and opponents of state manufacture. The Royal 

Commission was appointed in February 1935, at a time of increasing 

anti-war agitation, in response primarily to allegations that the major 

private armourers fomented war scares and indulged in bribery to secure 

contracts from foreign powers. 
00) During 1935 there was great interest 

in the public hea ings but by 1936, when the Ccomission reported 

interest had' declined. (") The work of the Royal Ccmmission coincided 

with the beginnings of rearmament which meant that it considered public 

ownership as a means of facilitating this process, rather than simply 

as a way of controlling the excesses of the armourers. It is this 

aspect of the work of the Royal Commission that we are concerned with 

here, particularly since this discussion centred on the aircraft 

industry. 

In the pre-expansion period state policy for the maintenance of 
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capacity and design were closely linked. The Air Ministry kept a 

select number of firms in business by spreading what contracts were 

available amongst them. (12) At the same time, the Ministry ensured that 

no firm was allowed to grow enough to find itself with capacity in 

excess of the Air Ministry's anticipated future requirements. The 

object of this was to maintain capacity in the industry, particularly 

design capacity, which would form the nucleus of an expanded aircraft 

industry in time of war. Control was exercised through market power: 

the Air Ministry, unlike the War Office and the Admiralty, had no 

productive or design capacity of its own. 
(13) One important consequence 

of the Air Ministry's policy was the fact that there were a large 

number of individual designing and manufacturing units. This large 

number was not a direct consequence of private ownership of the firms, 

but it was linked to this. Through its purchasing power the state 

could hav e prcmoted rationalisation and centralisation of the industry: 

however, this would have strengthened the market power of the sellers. 

Therefore, while there was no necessary reason why private ownership 

should have been associated with a decentralised industry, in practice, 

there were important presures that kept it so. 
(14) 

There was, however, a case to be made for* the centralisation of 

design work. This case was put most clearly by Ronald McKinnon Wood, 

an aeronautical engineer who had worked at the Royal Aircraft 

Establishment between'1914 and 1934, both in his evidence to the Royal 

Omrdssion and in a pamphlet published by the New Fabian Research 

Bureau in 1935. (15) He argued, first, that the new aircraft 'bearirxg 

the name of scme aircraft company submitted for testing by- the Air 
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Force is by no means the product of the private industry; it is the 

product in the proportion 50-50 of state research and private 

enterprise in design'. (16) The relative contributions of research 

(carried out principally in the Royal Aircraft Establishment and the 

National Physical Laboratory) and design, two distinct things, are of 

course difficult to measure; McKinnon Wood appears to have made his 

estimate on the basis of costs of these two functions, which is not 

necessarily a measure of efficiency or effectiveness. (17) Second, he 

argued that although the industry was closely supervised by the Air 

Ministry, the number of design units in existence was too large and 

that this led to a number of problems: individual design units were too 

small, and there was a problem of duplication. (18) Another consequence 

was inter-firm technical secrecy, the effects of which he described: 

I often found myself in the difficult position - acting as 
one does in the Government reseach service to a very large 
extent, as a free oonsulting engineer to the aeroplane 
designer - in the difficulty tht I was unable to bring these 

ideas together, in the interests of fair competition 
]ý; t'ween rival T9 who were competing in business to a common 
specification. 

He was not against competition as such, but against 'commercial 

competition', which 'militated against desirable cooperation' since 

this imposed a 'separation between the several units of the industry, 

which prevents, or at least delays, the full use of ideas universal 

value and the bringing together of ideas of complementary value., 
(20) 

mcKinnon Wood concluded that to ensure co-ordi-nation between state 

research and design (which was carried out exclusively by the private 

firms) and between design teams, nationalisation of the entire military 

- 149 - 



aircraft industry was necessary. This would have the further advantage 

of increased spending on design, since under prevailing conditions the 

state had to 'pay for more designs, with no assurance of economic use 

of funds'. (21) Interestingly, McKinnon Wood suggested that the industry 

should be taken over and run by a Corps of Aircraft Constructors, by 

analogy with the Corps of Naval Constructors: he did not contemplate a 

Morrisonian Board for the industry or any measure of workers' control, 

but a purely civil service organisation. (22) 

The defenders of private enterprise, who ranged frcm 

industrialists to civil servants, argued that private design was much 

superior to public design in that private design was undertaken in 

competition with other designers, and that state design would be 

undertaken monolithically. Major R. H. Mayo, the technical adviser to 

Imperial Airways, and former Head of the Aeroplane Design Section of 

the Ministry of Munitions(23) argued that 'in the present state of the 

art, and for scme years to ccme, competition in the basic design is of 

vital importance in both civil and military aviation'; private 

enterprise was essential because it led to such competition, 'with no 

(24) 
overriding design authority to cause stereotyping of ideas'. In 

addition, he argued that 'aircraft design is still in such a state of 

flux that no government institution could possibly keep pace with the 

requirements e, (25) the exception being, one assumes, the Royal Air 

Force! Similar views were expressed by the Society of British Aircraft 

Constructors. They were categorical in arguing that private design was 

good and state design bad, and disingenuous when discussing their 

relationship to the Air Ministry. They argued that 'any aeroplane which 
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is submitted for testing by the Royal Air Force is wholly the product 

of the designing firm'(26) and that aircraft based on designs developed 

without reference to Air Ministry specifications (the so-called 

private ventures') were more successful in practice than those that 

complied with such specifications. (27) If ministry specifications held 

the industry back, ministry design would be even worse. As evidence 

they pointed to the experiences of the Royal Aircraft Factory in the 

first world war, 
(28) 

and to the alleged failures of national aircraft 

factories established abroad, arguing that 'the national factories 

inevitably fall behind the private factories in design. They start off 

these national factories very gaily, but owing to the natural defects 

of Government factories they fall behind. '(29) But was there such a 

thing as a private venture? Two points need to be made: first, the Air 

Ministry was never in a position to buy a military aircraft 

'off-the-peg'; even the much flaunted 'England First' built by Bristols 

for Jord Rothermere took time to convert into the military version (the 

Blenheim); and second, even when design was not done to a formal 

specification there was still contact with the Ministry, which 

sometimes wr6te specifications around designs submitted. For Postan 

there was no benefit to be obtained in analysing whether a particular 

aircraft was a specification type or a private venture type: both were 

products of the close relationship between the state and industry. (30) 

The government was in agreement with the industry's views On the 

matter of technical innovation at this time- Sir Hugh Dowding (31)'at 

that time Air Member for Research and Development, gave evidence on 

behalf of the Air Ministry, with characteristic assertiveness. - 
The Air 
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Ministry was 'definitely against' the entire or partial construction of 

an airframe or engine in a government factory, since competition in 

design was essential. If the Air Ministry did some design of its own, 
this would be sufficient to prejudice competition since Air Ministry 

staff were more likely to select an Air Ministry design than a design 

from outside. Furthermore, Air Ministry designs would not be as good 

as private designs as the experience of the First World War has 

shown. (32) The official historian of the design and development of 

aircraft notes with some surprise that Dowding remained just as 

partisan in 1943 when he wrote: 

The derisory sums voted for the technical equipment of 
the RAF produced types of aircraft and engines which 
ccxrtpare favourably with those of other nations 
... one of the basic causes of this comparative 
efficiency was, in my opinion, the fact that Government 
departments took no positive Pý$3fn the design of 
production of aircraft or engine es. 

Such- extreme opinions should not be taken as typical of attitudes 

within the Air Ministry. (34) Lord Weir, the industrial adviser to the 

Air Ministry Lord Swinton, accepted that new designs were approximately 

equally the work of the state and the industry, while the Secretary, 

Sir Christopher Bullock, estimated the proportions as being 25 per cent 

state and 75 per cent industry. (35) However, it should be noted that 

Weir himself defended private ownership of the aircraft industry on the 

grounds that it was essential to design. He wrote in a letter to Lord Swinton: 

i know of many industries where I would consider [full 

state] control necessary and valuable, but in Air,, which is 

still developing its scientific possibilities, and which 
demands engagement of the imagination and enterprise of the 
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individual, I am frankly rather scar-A )at 
the possible dangers of centralised direction. '06 

But, the most sophisticated government advocate for the 

maintenance of private manufacture of armaments was Sir Maurice Hankey, 

Secretary both to the Cabinet and to the CcimTattee of Imperial 

Defence. (37) The aircraft industry played a particularly important part 

in Hankey's case because it was to be the main beneficiary frcm the 

rearmanent programme and because, unlike naval and military munitions, 

aircraft were subject to rapid technical change. Given this, 

nationalisation 'would be open to the strongest possible objections', 

it was 'unthinkable and undesirable'. This was so for three principal 

reasons: 1) private industry was best able to meet fluctuations in 

demand; 2) research, development and design were carried out most 

effectively in conditions of 'keen competition' between distinct units; 

and 3) contracts for munitions placed with private firms led to 

technical advances in those firms' civil products. 
(38) The first point 

will be discussed later; here we are concerned with the second and 

third points which relate to technical innovation. Hankey argued that 

in a nationAlised industry it could be difficult to maintain the 

necessary competition between design units since Parliamentiary 

pressure would be brought to bear to reduce public expenditure by 

centralisation of design and research in a single establishment. 
(39) 

Hankey was implicitly arguing that it was easier to spend public money 

by supporting private design than by funding state design! Hankey's 

third point, that relating to what is now called 'spin-off I, is 

particularly interesting but then, as now, it was a point difficult to 

substantiate. Hankey was unable to provide examples of such 'spin-off' 

from the aircraft industry; the example he gave was no more than 
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anecdotal, relating to the shipbuilding industry. (40) 

While arguing that the state by its very character, its inability 

to meet f luctuations in demand, its control by Parliament, and its 

responsibility for encouraging innovation, was different from a private 

f irm, Hankey was concerned to argue that there was no essential 
difference between an ordinary comiercial contract and the state's 

procurement of weapons in order to forestall the argument for controls 

over industry. (41) 

Although the Royal CbmLission on the Private Manufacture of and 

Trading in Arms rejected the case for the abolition of the private 

manufacture of arms(42) the rejection was qualified by recommendations 

of greater state control over rearmament. (43) As far as aircraft were 

concerned they rejected the argument that state design would be a 

failure and recommended that the Air Ministry should establish a 

factory to act as a technical leader in design and development, and as 

a training centre for techniques of mass production. 
(44) This then was 

the response of the CaTniission to the two problems of maintenance of 

technical innovation in time of peace, and preparation for mass 

production within the context of a largely privately owned industry. 

The Government rejected the recommendation restating the case for 

private design in colourful terms: 

As regards aircraft, the state of progress of the industry 
is a fundamental reason against manufacture of machines and 
engines in government factories. Such manufacture would 
inevitably lead to premature standardisation of types in an 
industry of which the principal characteristic at present, 
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and probably for a considerable time to ccme is rapid development and improvement scmetimes of an almost 
revolutionary character. The strongest possible competition in design - inspired by the best brains working under 
conditions most favourable to and provocative of invention 
and progress - is essential % 

)the maintenance of the 
highest levels of efficiency. 

This statement casts an interesting light on the the limits the state 

imposed on itself. The implication that the scientists and engineers 

it employed were not working in the best conditions for the promotion 

of technical progress is quite extraordinary. (46) However, while the 

state stuck firmly to its belief, at least at this stage, that it 

should not design and manufacture aircraft itself, it did not accept 

Hankey's argument that a private industry could best meet fluctuations 

in demand. In particular, the private companies could not be expected 

to build up the capacity required to produce the extra aircraft that 

were required in the expansion period. It was not until the late 

1930s, and especially during the war, that it was becoming clear that 

private design was not quite as successful as had been made out, that 

the policy of relying exclusively on the firms for design was 

reconsidered. 

The Shadow SchEme 

Excess productive capacity was held to be necessary since it was 

anticipated that in the Period approaching a war demand would increase 

faster than supply because f irms would be unwilling to invest in 

capacity because of uncertainty about the continuation of demand. In 

principle there were a number of ways in which this could be provided, 
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ranging from subsidies to private firms to maintain excess capacity to 

the establishment of a state-owned and state-run system of reserve 

factories. The method chosen in 1936, the so-called Shadow scheme, 

owed something to a misreading of the experience of the first world war 

but much more to the contingencies of the time. The concept of 

'agency' factories goes back to the National Factories of the first 

world war. These were factories built at state expense and owned by 

the state, but operated by private firms for a fee. National Aircraft 

Factories were established towards the end of the war but these proved 

to be unsuccessful, at least in as much as they did not reach maximum 

output by the time the war ended. (47) However, the Air Ministry's 

decision to build Shadow factories, first for new engines and then for 

airframes,, was not a reactivation of the idea. On the contrary, 

through a perverse misreading of history the National Aircraft 

Factories were thought to have been state-run as well as state-owned, 

and their alleged failure was used as part of the case for Shadow 

factories as against government factories! (48) 

The fact that the Treasury insisted that state-supplied capacity 

should remain state-owned, 
(49) meant the choice was between state-run 

and state-owned capacity, and privately run and state-owned capacity; 

between government manufacture and Shadow manufacture. In the event 

the Air ministry, in contrast to the War Office (which was to expand 

the Royal ordnance Factories, as well as establishing agency factories) 

decided on the Shadow scheme rather than on government factories. The 

reasons they gave were as follows: 1) the ccmparative lack of success 

of government factories during the war; 2) the belief that factories 
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would be created more quickly by private enterprise than by government; 

3) the desirability of grafting the factories on to large 

mass-producing organisations which would be turned over to aircraft 

production in war and which could therefore benef it from education 

orders given in peace; 4) the belief that if it were necessary to put 

certain factories into cold storage when the present wave of expansion 

was over, it would be easier to close down the Shadow factories than 

government factories; and, 5) the belief that it would be possible, 

through such special machinery as the McLintock agreement, the Hardman 

Lever Committee and the existence of the Shadow factories, to ensure 

that there was a reasonable control of profits and prices. 
(50) 

By late 1938, however, problems arose with the rate of manufacture 

which led to reconsideration of the policy of private manufacture and 

Shadow manufacture. The Air Ministry did not approach the problem in 

terms of determining the best structure for the whole industry which 

supplied the state; it regarded the problem as one of deciding whether 

a single state factory should be established. 
(51) These advantages and 

disadvantages of a goverment factory, Shadow manufacture and private 

manufacture, were set out in a paper prepared by an Air Ministry 

official just after Munich. Of particular interest is the fact that a 

case for state manufacture was not made explicitly; the author held 

that 'the case in favour, it is thought, is likely to be the reflex of 

the cases against Shadow factories and against private industry'. The 

case against the Shadow factories was based on the fact that they were 

'side-shows' for commercial enterprises. Since the patriotic motive 

was no substitute for the ccmmercial one there was no incentive for 
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efficiency and acceleration of production. The state paid all the 

costs, and the workers could only look forward to earlier dismissal if 

they accelerated production. Remarkably the paper went on to argue 
that these arguments applied with even greater force to the private 

sector: the problems were aggravated by the fact that in a period of 

expansion the f irms would want to increase their capital as little as 

possible so as not to find themselves over-capitalised when demand fell 

away. There was also the problem of a lack of control by the state 

'despite the fact that... the firms are operating to a material degree 

with Government capital, the Air Ministry has not obtained the degree 

of control which would be demanded by a private lender in the shape of 

a seat or seats on the Boards of Directors'. The argument against 

Government factories was remarkable for its limited view of the 

capabilities of such factories, and for its rather contorted 

reasoning. It was argued that a principal problem would be lack of 

available personnel, and that even if they were available only 

relatively junior staff would be attracted by Civil Service levels of 

pay. This would not be compensated for by security of employment; it 

was assumed that a government factory would be closed down once demand 

for aircraft was reduced. It was argued that government manufacture 

might prove to be a failure since it would probably be necessary to 

close down such a factory before it had time to reach maximum 

efficiency, and that if it were not closed down the claims of the 

manufacturers for compensation would be enhancedl(52) 

The decision not to undertake state manufacture was confirmed at a 

meeting at the Air Ministry on 25 January 1939. (53) The Secretary of 
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State for Air made it clear that he didn't seriouly entertain the 

possibility of state manufacture: it was 'largely of academic interest 

only'. The Under-Secretary of State argued that it would be 

politically undesirable to ran such a factory and that in any case he 

'favoured compettion for controlling costso. 
(54 ) However, civil 

servants present were in favour of a measure of state ownership, or at 

least greater state control. As will be discussed below, Sir Wilfrid 

Freeman argued in favour of state design, while A. H. Self (later Sir 

Henry Self) noted that it might become necessary to take over a Shadow 

factory because of inefficienc-, (55) 
y. But, as was noted in Chapter One, 

there was a change of policy with respect to the Shadow scheme in 

1938/39 in that the emphasis shifted decisively from bringing in 

non-aircraft firms to financing extensions to the works of aircraft 

firms. (56) 

The Wnal-isatioin of Short Bros. 

in wartime many of the difficulties of controlling the management 

of supplier firms could be overcome by the use of powers provided under 

the Defence Regulations. Whereas in late 1938 the Air Ministry 

discovered that it could not remove Rootes, the car manufacturers, frcm. 

the management of the Speke Shadow Factory(57) for legal reasons, 

during the war this 1 imi tation would not apply. The powers provided by 

the Defence Regulations were invoked in the aircraft industry a number 

of times, particularly during the first year of Sir Stafford Cripps' 

period of office as Minister of Aircraft Production. Generally the 
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powers were used to ensure a change in management after persuasion had 

failed. In many cases persuasion was sufficient, as was shown at the 

end of 1942 when the English Electric Co. took over the aero-engine 

makers, D. Napier and Son. (58) The Fairey Aviation Co. became the first 

major firm to be taken over: in December 1942 a Controller was 

appointed to act as managing director and deputy chairman. (59) It was 

in only one case, however, that the senior management were so 

recalcitrant that af irm. had to be nationalised. This was the case of 

Short Bros. (Rochester and Bedford) Ltd., which was one of the larger 

and more famous firms. 

Short Brothers Ltd. were famous in the aircraft world for having 

been the first commercial manufacturers of powered aircraft in the 

world. The company had been founded in 1898 to manufacture balloons, 

but in 1908 they acquired the rights to the Wright brothers' patents 

and started the manufacture of powered aircraft. The first world war 

led to considerable expansion of the firm and in 1919 it was 

incorporated as Short Bros. (Rochester and Bedford) Ltd. (60) The 

company had i very high reputation, particularly for its flying boats: 

'They were artists. They were people rather like the very finest 

coach-makers in the motor trade. ' (61) The company went public in 1936, 

and in the same year a joint company was formed with the shipbuilders 

Harland and Wolff (Short and Harland Ltd. ) to build and operate a 

Shadow factory in Belfast. The company's own plant was also expanded to 

meet the increasing demand for heavy boiTbers and large flying boats. 

This expansion was soon found to be beyond the managerial capacity of 

the firm; the general manager and chief designer, Arthur Gouge, 'being 
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used to shipyard methods, lacked the imagination necessary to embark on 

really massive production'. (62) During the war the performance of the 

firm was consistently poor. A number of investigations were carried 

out by the Ministry of Aircraft Production and, under I, (: )rd Beaverbrook, 

managerial help had been given to the firm. (63) The problems continued, 

however, being partly a question of efficiency of production and partly 

a question of poor quality of the Stirling bomber compared with the 

Lancaster and the Halifax. During 1942 heavy pressure was put on Shorts 

to discontinue Stirling production and switch to Lancasters, but both 

Arthur Gouge and Oswald Short, the Chairman, refused to do this. (64) 

Oswald Short was forced to resign as chairman on 11 January 1943, but 

remained on the Board as Life President. (65) Sir Frederick Heaton was 

elected chairman in his place at MAPS insistence. (66) Heaton, however, 

found it impossible to direct the work of the company because of 

obstruction from the owners and senior management and MAP was forced to 

take action under the Defence Regulations. The f irst step was the 

appointment of a Controller under Defence Regulation 55 to take over 

the management. This measure soon proved to be insufficient, and five 

days later, on 23 March 1943, Sir Stafford Cripps, invoked Defence 

Regulation 78 to take over the ownership of the f irm following an 

investigation by Sir George Schuster MP and Robert Barlow, a member of 

the Ministry of Production's Industrial Panel. (67) A new board, 

consisting of industrialists, was appointed by Cripps; Gouge was 

dismissed. (68) The firm was not compelled to switch to Lancaster 

production: Stirling was produced, but as glider tugs and transports 

rather than bombers. (69) 
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The nationalisation of Shorts provoked strong reaction: as one 

trade Unionist put it, 'if a dozen fighter pilots had been 

courtmartialled for dereliction of duty, the shock to the public mind 
(70) could hardly have been greater'. In the House of Commons Cripps was 

accused of using 'a purely temporary difficulty in production to make a 

permanent change by the back door'. (71) Churchill was forced to make a 

declaration of his Government's policy towards public ownership of the 

aircraft industry, (72) 
and a motion supported by 128 right-wing members 

was debated, alleging that discrimination against capital was built 

into the Defence Regulations. (73) In May 1943 the whole question of the 

use of Statutory Rules and Orders for intervention in industry was 

debated. (74) At the Shorts factory in Rochester, too, there was strong 

feeling. (75) Needless to say the prestige of the aircraft manufacturers 

had suffered a major blow. By 1944 the SBAC were increasingly 

concerned that the industry as a whole would be invulnerable to 

nationalisation particularly in view of the fact that in general costs 

of production appeared to be lower at Shadow plants than in parent 

plants. 
(76) However, as peace approached, the arguments for and against 

nationalisation of the aircraft industry were to centre not on costs of 

production but, once again, on the question of the structure most 

suited to the promotion of technical innovation, especially as there 

was increasing concern about relying on a large number of designing 

units. 
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A New State Factory? 

The fact that Shorts was kept as an independent f irm having the 

same contractual arrangements with the ministry as any other f irTn was 

considered important to those who opposed state design. Lord Brabazon, 

who had been Minister of Aircraft Production and, who, as a pioneer 

aviator, had given Shorts one of their very f irst orders for an 

aircraft, was concerned that Shorts should retain its 'individuality'. 

He accepted that the circumstances surrounding the case of Shorts made 

nationalisation inevitable but was whole-heartedly against 

nationalisation of the aircraft industry as a whole. As he said in the 

House of Lords debate on Shorts: 

I have no strong feelings on the nationalisation of 
essential industries; I do not care whether you nationalise 
the railways, electricity or gas. I refuse to get excited 
about it, because it is a question of dealing with essential 
things which are more or less standard, and which do not 
call for a great deal of imagination. So far as the 
aircraft industry is concerned, however, I hope that Your 
I, ordships will remember how young it is... if you try and 
runl. and) industry of that kind from Whitehall you will 
fai ý77 

In this Brabazon was consistent. He said in a speech in the Ministry 

of Supply debate in November 1938 that he could not see 'anything wrong 

in having national factories for the construction of aircraft' but, he 

went on, 'I do not mean by this that they should be given the special 

task of designing -I have little confidence in the Civil Service 

technician'. (78) 

Tn 1938, however, there were senior men within the Air Ministry 

- 163 - 



who had confidence in civil service technicians, and who would not have 

subscribed to the glowing testimonials to private design of 1936. In 

October 1938 Sir Henry Tizard wrote to the Secretary of State for Air 

suggesting that a Corps of Aircraft Constructors be established with 

the aim of undertaking design work, much as the Royal Corps of Naval 

Constructors designed warships. (79) Sir Wilfred Freeman, the Member of 

the Air Council for Development and Production , who had previously 

occupied the post of Air Member for Research and Development, argued 

for the establishment of a state factory by the Air Ministry. (80) He 

did not, however, propose the immediate establishment of such an 

establishment since he felt that it would be impossible to recruit 

staff in a period of expansion; he therefore proposed that such a 

factory (to be concerned primarily with design) should be established 

when demand started falling away. He advocated such a policy even 

though he anticipated opposition from the manufacturers. 
(81) During the 

war there was increasing concern about the quality of the British 

design effort. There was concern over the duplication of design, the 

lack of contact between designers, but above all about the increasing 

need to inteýjrate design with research and development in teams larger 

than those existent in the industry. (82) Freeman had been concerned 

about such issues from the late 1930s, and when he returned to MAP as 

Chief Executive in October 1942 was in a strong position to promote a 

policy of state design, and particularly so because of the appointment 

Of Stafford Cripps as Minister of Aircraft Production soon 

afterwards. 
(83) Cripps too was very concerned with the quality of the 

British scientific and engineering effort, and was also, as a 

socialist, in favour of public ownership. 
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Cripps attitude to public ownership at this time was not 

particularly clear. He did not feel that the takeover of ownership was 

a necessary precondition for wartime planning: 

The fact that the actual operation of industry remained in 
private hands has not mattered seriously, since the Supply 
departments have been able to exercise the pressure 
necessary and in extreme cases to take over the control of 
the individual factory or firm. In addition to that, the 
urge of war danger has constrained everyone to work for the 
common (8 ! nd of victory in accordance with the Government's 
plans. 

These circumstances, however, would not exist in peacetime and this 

would mean that a 'new technique of planning and control would have to 

be usedv. 
(85) But, it is not clear what Cripps felt the implications 

for public ownership were. In the space of two months in 1945 he 

argued that the planning of production required that the state should 

be 'the only shareholder in industry"(86) and that it would 'obviously 

be expedient... to preserve some large sections of the industry under 

private ownership, though controlled, as they have been during the 

wari. 
(87) one lesson of wartime experience was clea , however: this was 

that economic' planning required the development of 'expert departments 

of state' to supervise and plan the growth of individual industrial 

sectors. 
(88) In the discussions of plans for reconstruction, and the 

nationalisation of Power Jets, the question of whether the expertise of 

the state should run to the design and manufacture of aircraft and 

engines was to prove critical. 

By mid-1943 the Ministry of Aircraft Production, like other 

departments, had established a Reconstruction Ccrrmittee. The ccmmittee 
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was to consider not only the problems of running down the output of the 

aircraft industry but also the nature of the relationship between the 

aircraft firms and the state after the war. of particular concern was 

the Prcmotion of technical innovation since it was felt that peacetime 

had to be used to design and develop aircraft that would be put into 

quantity production at a time of emergency. As part of the policy, it 

was proposed to establish a government factory in order to 

give scope to the Department's Research and Development 
establishments, to stimulate and supplement the design 
and development facilities of the industry. The work 
undertaken would include the design of novel types, the 
manufacture 6ý prototypes, and if necessary, limited 

( 
production. 

The MAP Reconstruction Committee felt that the case to be made for such 

a government factory could be strengthened. It was decided that a 

memorandum should be sent to the War Cabinet Reconstruction Cournittee, 

and that the memorandum 

in recommending the planning of a Government factory should 
refer to' its importance as a yardstick agianst which the 
efforts of the industry might be measured from a technical 
standpoint. The existence of such a factory would also 
provide for comparison purposes, data with regard to costs, 
particularly of prototypes, and would help to serve as a 
check ffil inst any tendency to the development of an aircraft 
ring. 

The emphasis on improving design, with the control of design costs as 

an afterthought is notewOrthY- 

The MAp memorandum, calling for at least one such governemnt 
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factory, (91) 
was discussed at the very first meeting of the War Cabinet 

Reconstruction Committee on 20 December 1943. The proposals were too 

moderate for scme members of the Committee who saw the issue of a 

government factory in terms of control over industry: 

Some ministers expressed the view that a larger proportion 
of the post-war aircraft industry should be under direct 
Government control. They suggested that the building up of 
our war production in the year before the war had been 
slower than it might have been because of the reluctance of 
private enterprise to turn over to war production. ... On 
defence grounds alone, there was a strong case for bringing 
a substantial proportion of the M yetime aircraft industry 
under direct Government control. 

Cripps reassured the Ministers, and 'pointed out that his proposal was 

at least one factory should be retained for Government operation. He 

did not at this stage exclude the possibility that there should be more 

than one factory under direct Government control'. (93) There was no 

recorded opposition to the proposal but the Chancellor of the 

Exchequer, Sir John Anderson, was more circumspect, noting that the 

'question was closely linked with the plans for resea ch and 

development, 'and no final decision could be reached until further 

progress could be made with those plans'. 
(94) He was right: the 

proposal was not'priinarily made to exert control over the industry but 

was designed as a method of stimulating technical progress through 

closer union between research, design and production under state 

control. 

The proposal to start government manufacture, however limited, was 

likely to bring opposition frcm the private manufacturers. Further, 
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there was the additional question of the pledge made by Lord Swinton in 

1936, when the Shadow scheme was launched, that the Shadow factories 

would not find themselves in competition with the professional firms 

when demand for aircraft started falling away. Swinton's pledge was 

re-examined in MAP at this time and it was concluded that it need not 

apply to the current circumstances. (95) At a meeting with SBAC 

representatives to discuss post-war policy in September 1943, the 

subject was brought up. A MAP official pointed out that the promise 

had been made in very different circumstances from those prevailing, 

but expressed the personal view that there was little likelihood of the 

maintenance of Shadow production after the war, and that firms would be 

able to take over the Shadow plants. (96) No reference was made to the 

plans for a government factory - plans which were not incompatible with 

what had been said to SBAC. Indeed, it appears to have been a matter of 

p[olicy within MAP to be less than forthcoming with the industry about 

post-war plans. 

By 1944,, however, SBAC knew that consideration was being given to 

state desigfi. In that year the Aeronautical Research Ccxmdttee 

prepared a report recommending that state bodies should manufacture 

experimental airframes and engines if this was felt to be necessary. 

The Carmittee argued that a National Establishment was required in 

addition to the research and development facilities of the firms. This 

Establishment would be permitted to build prototypes: 

As a general rule the Committee considers that these should 
be obtained through contracts placed with firms, but is of 
the opinion that the National Establishment should not be 
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precluded from designing and constructing experirTental 
engines, and aircraft of e sinaller types, when 
circumstances favour this course. (9'ý 

The SBAC's initial response was rather surprising. They argued that 

the 'Central Research Establishment should be run on commercial lines 

and under the guidance of a Chief Executive who, from industrial 

expey Lence, would be keenly alive to the econcrnic and technical 

problPius involved', and that the Board of the Establishment should have 

half its membership taken from the ranks of industrialists. (98) It did 

not seem as if the SBAC would object to the reference to manufacture. 

However, in its final response to the Ministry, the SBAC rejected even 

the most limited state manufacture, in the strongest terms. Arthur 

Gouge was asked to draft this part of the reply. (99) 

The of Power Jets 

By 1944 the question of planning for the establishment of a 

government factory was overtaken by the more immediate problem of Power 

Jets, the firm that pioneered the gas turbine in Great Britain under 

Air Commodore Sir Frank Whittle. Whittle's firm was primarily a design 

organisation, undertaking manufacture only for testing purposes, while 

bulk production was undertaken by other firms. The firm had been 

formed with private funds in 1936, but these funds were quickly found 

to be inadequate to the vicissitudes of the development of a 

revolutionary new technology, (100) 
and it was not until MAP took a 

serious interest in the project and undertook to pay all expenses that 

the development PrOgraffule got underway. Thereafter progess was rapid, 
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and by 1941 the first British jet-powered prototype was in the 

air. (101) Rather than build up Power jets, the Ministry of Aircraft 

Production strongly encouraged other f irms to get involved in the jet 

project. De Havilland, Rover, British Thomson Houston, 

Metropolitan-Vickers and, most importantly of all, Rolls Royce, were 

all involved at one time or another. (102) The work of all these firms 

was coordinated through the important Gas Turbine Collaboration 

Committee. (103) Power Jets remained central to the whole project and 

was forced to divulge its designs and techniques of manufacture to the 

other firms. (104) As a result Power Jets soon found itself in a 

situation such that 'its unconventional relationship to the Ministry 

and to other firms employed by the M= stry created problems which were 

of a fundamental nature and were never satisfactorily resolved'. (105) 

This was because of difficulties in contractual relations; not only 

between Power Jets and MAP but between Power Jets and the other firms 

involved in the project. 
(106) 

A possible solution to this problem, and the one later adopted 

without success, was that Power jets should be nationalised. The first 

suggestions were made in 1940-41, amongst others by Sir Henry Tizard, 

but were rejected on 'broad grounds of public policy,. 
(107) Whittle 

himself saw the problem in a different way and urged a much more 

radical solution: the nationalisation of the entire jet engine 

industry. In a letter to Sir Stafford Cripps in April 1943, the 

writing of which he was later to regret bitterly, he argued that since 

the industry had been created entirely by the state, with the single 

exception of Power Jets, the firms involved were not 'entitled even 
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frOM the most capitalistic standpoint to benefit financially other than 

from the profit allowed on Government contracts 1. (108) Whittle 

estimated that only one per cent of the development costs had come frcrn 

Private sources; he also argued that much of the research work had been 

done in the Royal Aircraft Establishment and the National physical 

Laboratory; that the three leading engineers in the field were or had 

been public servants; (109) that the primary customer was likely to be 

the state; that the development had been a cooperative effort; and 

that, therefore,, it would be extremely difficult to sort out patent 

rights. He concluded that: 

The case for nationalisation seems to me to be 
overwhelmingly strong, so much so that the public would be 
entitled to raise a vigorous outcry through Parliamet if a 
few private frims were allowed to grasp for the benefit of 
their shareholders U%loyhich should properly be the 
property of the state. ' 

Cripps saw Whittle to discuss the matter on 11 May 1943. According to 

Whittle, Cripps agreed with him in general but 'his problem was ways 

and means, because the Government was not a socialist one, and the law 

only allowed, him to take over firms if they were inefficient'. ("') 

However, on 25 October 1943, Cripps announced to Whittle that he had 

decided to nationalise Power Jets alone. Whittle wrote to Cripps the 

following day, making an implicit analogy with the nationalisation of Shorts: 

... if Power Jets alone were nationalised, it would have the 
appearance of a punishment, and the inevitable consequence 
would be the belief that Power Jets had been inefficient as 
compared with the other firms, whereas in fact I believe 
that Power Jets to be the most eff icient. of all the f irnLs 
engaged o.. It is my view that many of the civil servants in 
the Ministry are quite ready to do ruthless things with the 
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young and still small Power Jets, but are too much afraicl,? 
the old-established f inns to be equally f irTn with them. ý"I 

Whittle continued to try to get Cripps to nationalise the whole 

industry until early 1944, but Cripps 'made it clear that he had given 

up hope of nationalisation of the gas turbine industry, giving as a 

reason that the political situation just did not pen-ftit. it,. (113) 

The nationalisation of Power Jets took an interesting form. 

Instead of being converted into a government-run establishment, the 

company retained its independent structure, having its own Board of 

Directors appointed by the Minister. Furthermore, MAP's own gas turbine 

research establishment at Pyestock was transferred out of the Civil 

Service and into Power Jets (Research and Development) Ltd., at the 

insistence of Cripps. (114) Another interesting aspect of the 

organisation of Power Jets (Resea ch and Development) Ltd. was that the 

Board of Directors was advised by a committee which included 

representatives of the private firms involved in the emerging gas 

turbine industry. This committee, the Gas Turbine Technical Advisory 

and Co-ordinating Committee, was formed at the insistence of the 

private manufacturers after they had heard that Power Jets (R&D) Ltd. 

was to be permitted to undertake limited manufacture. 
(115) 

The intention was to use the nationalised company as an instrument 

of industrial policy, but what this policy should be was the source of 

much friction between MAP and the private interests in the 

industry. (116) Within Power Jets (R&D) Ltd. itself there were 

disagreements between those who had been civil servants and wanted the 

company to restrict itself to research and the team of engineers built 
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up by Whittle who wanted to remain at the forefront of engine design 

and undertake limited manufacture. (117) Furthermore, the administrative 

branches of MAP did not like the idea of a nationalised firm which was 

not part of the Civil Service administrative structure. (118) These 

tensions appeared to have been resolved to some extent by March 1945 

when Power Jets (R&D) Ltd. asked MAP for authorisation to build extra 

plant to manufacture engines on a small scale: Whittle's views about 

the role of the company had prevailed. However, this move to limited 

manufacture hardened the opposition of the private manufacturers. The 

new MAP Chief Executive, Sir Edwin Plowden, sounded out the views of 

the three leading firms. (119) By this time they were less ready to 

compromise than they had been when Power Jets was nationalised; they 

now opposed not only limited manufacture but even the design of engines 

that might find use in the immediate future. (120) In effect the private 

firms demanded that Power Jets sould be converted into a research and 

development establishment. MAP's refusal to authorise expenditure on 

manufacturing plant indicated this would happen. 

The ele6tion of a Labour Government in July 1945 seemed to offer 

some hope to the beleaguered company. The Chairman of Power Jets (R&D) 

Ltd., Roxbee Cox, had a discussion with the new Minister of Supply and 

Aircraft Production, John Wilmot, on 22 August 1945. (121) According to 

Whittle, Wilmot did not want to prejudice the possibility that the 

company might design engines for the RAF and the civil airlines and 

that he said that 'industry would have to accustom itself in future to 

a certain degree of State competition'. However, no action was taken; 

as Whittle says: 'if these were the views of the Minister he was not 
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successful in making them effective, and the permanent officials of the 

Ministry continued their opposition to the Company's designing and 

making new engines'. 
(122) The issue was resolved in January 1946 by the 

L<: )rd President of the Council, Herbert Morrison, who decided that the 

company should be converted into a government research establishment, 

the National Gas Turbine Establishment, devoted to fundamental 

research. (123) As Whittle himself put it, it was a 'striking paradox' 

that 'a Government Company was virtually smothered to death while a 

Labour Government was in office"(124) and intolerably that 'those who 

had founded an industry were deprived of the right to design and make 

(125) experimental engines'. Whittle resigned from the Board of Power 

Jets before the conversion took place; he was followed by most of the 

engineering team he had built up. 
(126) 

The Labour Party and the ationalisation of the Aircxaft Industry. 

Throughout the period we are concerned with the Labour Party was 

never committed to the public ownership of the aircraft industry as a 

whole. Such a policy was considered both in the late 1930s and in the 

late 1940s and rejected in both cases. However, the 1934 party 

programme, For Socialism and Peace, called for the abolition of the 

private manufacture of armaments. 
(127) This proposal, however, 

presupposed the reduction in the level of armaments production; it 

implied prohibition of manufacture rather than wholesale transfer of 

the industry to public ownership. By 1937 the party's attitude to 

rearmament was changing and public ownership was seen as a means of 
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facilitating rearmament and controlling profiteering. In the light of 

this, in December 1937 the party's Defence Sub-Ccmmittee considered a 

paper setting out possibilities for the structure of a publicly owned 

arms industry: the possibilities included state-owned companies, 

manufacture by the relevant government departments and the 

establishment of a public board 'like the Ix)ndon Passenger Transport 

Boardv. (128) In November 1938 the party proposed the establishment of a 

Ministry of Supply, and the 1939 party document, Labour and the Armed 

Forces proposed that: 

The Minister of Supply would be responsible for the existing 
state armament factories and under a Labour Government he 
would under instructions to expand these factories or to set 
up new factories whenever possible, when an increase in 
industrial capacity was called for. In this way further 
expansion of privately owned firms would be avoided and 
profiteering in arms would be limited. He would also be 
responsible for the working of such armament fact? ygT as 
might be taken over from private to public ownership. 

The 1945 manifesto contained no reference to the nationalisation of the 

arms or aircraft industries, but in the review of policy towards 

nationalisation in 1948 the aircraft industry was a time for a possible 

candidate. 
(130) 

The arguments put forward for and against nationalisation of the 

aircraft industry in 1948 cannot of course be separated from the wider 

debate within the party about nationalisation at this time. (131) 

Herbert Morrison, the Chairman of the Sub-C; cundttee on Industries for 

Nationalisation, insisted that the case for nationalisation had to be 

argued industry by industry. (132) This meant, in addition, that the 
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case for nationalisation of a particular industry had to be specific to 

that industry; demarcation criteria had, therefore, to be established. 

Tn the case of the aircraft industry the Research Department wished to 

establish the following features specific to the aircraft industry: the 

aircraft industry was an arms industry for which there was a 'moral and 

political' case for nationalisation; the state was a monopsonist; the 

state did a great deal of research; the aircraft firms could not be 

considered to be 'capitalist' in that they were guaranteed against loss 

by the state; and the state had experience of manufacture by its 

holding in Short Bros. and Harland. However, this demarcation of the 

aircraft industry in general was not of itself a case for 

nationalisation. The case for nationalisation was that the existing 

structure did not have clear lines of responsibility and that it would 

allow better planning and coordination of resources. The case against 

nationalisation was that the technical progress required a measure of 

freedom from control: that there was no widespread demand for 

nationalisation from the trade unions; and that the state as monopoly 

purchaser had all the powers required to control the industry. (133) 

John Freeman, the Parliamentary Secretary to the Ministry of 

Supply (into which MAP had been amalgamated) argued the case against 

nationalisation in terms of the requirements of national defence. He 

argued that in peacetime waste of resources was unavoidable if war 

potential was to be maintained both in terms of capacity and in terms 

of the research and design effort. Tn the latter case, 'any undue 

centralisation on nationalisation would undoubtedly impoverish the main 

tide of technical thought'; he had little doubt that 'the 
-keen and 
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healthy ccnpetition which at present exists between design teams is 

(134) 
essential to success'. In the case of production potential was was 

also necessary but the state required powers to take over f irms which 

might want to leave the industry against the government's wishes. He 

concluded that: 'There is no reason arising out of the purely physical 

difficulties of pursuing research and development, and maintaining or 

expanding productive potential, which requires the Government to take 

(135) any new powers of control over the industry I. Such diff iculties 

that had arisen in the post-war years were 'either inevitable or arise 

frcm a weakness in policy or administration on the part of the 

Goverment and do not arise from an inherent lack of power'. 
(136) He 

concluded, therefore, that nationalisation was unnecessary. 

The proposal to nationalise the aircraft industry did not get 

through the Comiittee on Industries for Nationalisation. It is is 

interesting, however, to note that at the 1949 party conference 

Morrison proposed a new policy towards public ownership: 

We intr6duce an new application of Socialism and Socialist 
Doctrine. It is called Competitive Public Enterprise. This 
we should push into new fields and revitalise private 
enterprise with its own techniques of competition, and, if I 
may say so, it will not be 

(l17) 
bad thing for private 

enterprise that that should be. 

With regard to the aircraft industry such a proposal was, as has been 

shown, not new, but it is scmewhat ironic that just such a possibility 

was destroyed by the Labour Goverment in its first year of office. 
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The evidence in this chapter could well be used to support an 

argument that the state acted in the interests of the private firms in 

the industry. The failure in the 1930s to undertake even limited state 

manufacture, despite the strong case that could, and was, made in its 

favour, could easily be ascribed to the pro-laissez faire position of 

the National Government, and the shared views of at least scme 

officials and the industry. The story of the nationalisation of Power 

Jets, and the fate of Frank Whittle, adds personal tragedy to the story 

and a further item to the dismal cataloque of the post-war Labour 

government's acquiescence in the face of business pressure. Such an 

argument is compelling, even though it seemingly contradicts the 

argument made in the last chapter that the state was willing to 

intervene in the industry. Such a contradiction is partly resolved by 

the argument that the state was willing to intervene in anything except 

property rights, and the related question of profits. Tn this view the 

nationalisation of Shorts would be seen as an extreme move under 

extreme provocation, and the nationalisation of Power Jets as the folly 

of a minister, soon put right by civil service and industrial 

pressure. The overall argument would be that resistance to public 

ownership, and direct operation of aircraft design and manufacture, by 

the state, for political reasons, resulted in a failure to organise the 

industry in the most effective way possible, in as much as some measure 

of state operation was required not only to bring together state 

research and design,, but to control costs of production. Furthermore, 

it could be argued that rejection of nationalisation implied that there 
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had to be many firms, notionally at least, ccmpeting against each other 

as a means of controlling costs, and that this in itself resulted in a 

loss of efficiency. 

But, there is another way of looking at the question which results 

in a perhaps more sinister conclusion. One could take at face value 

the argument that competing design teams were essential to technical 

progress, and that this ruled out nationalisation, since 

nationalisation implied centralisation, or at least there would be 

important political pressures for centralisation on nationalisation 

which would not exist with a privately-owned industry. The resulting 

waste of resources was unavoidable in the search for technical 

excellence, but would come under greater political scrutiny in a 

nationalised industry than in a privately owned industry. The 

conception officials had of the nature of technical progress in 

aviation, it could be argued, determined policy towards public 

ownership. The planning for a state factory in 1943, and the 

nationalisation of Power Jets, could then be seen as being the result 

of alternatiVe views on the best organisation for the promotion of 

innovation, which did not attract the backing the traditional view 

did. The fact that such a policy was in the interests of the private 

firms does not in itself mean that that it was caused by the interests 

of the private firms. 

This second view is the one preferred here. That the policy 

pursued by the state proved in the long run to be disastrous is another 

matter. What is important for the overall argument is that the 
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acceptance of waste and inefficiency, as a matter of policy, would not 

have been tolerated in civil industry, and much less in nationalised 

civil industry. 
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Chapter Five 

THE GRDWM OF AN 'EXPERT' DEPAIUMENT OF STME 

This chapter aims to pull together some of the strands of the 

previous chapters by considering certain aspects of the state 

organisation for the supply of aircraft. Particular eTphasis is given 

to the develor-ment of the supply organisation within the Air Ministry 

in the 1930s, the use of business advice, and, in the Ministry of 

Aircraft Production, the use of businessmen in executive functions, and 

in the later stages of the war, the use of econcrnists for the planning 

of production. Much less attention is paid to the equally important 

development of the organisation for science and technology. The 

longest-serving Minister of Aircraft Production, Sir Richard Stafford 

Cripps, was, towards the end of the war, moved to call departments of 

state like MAP 'expert' departments, and scEw this as a possible model 

for state control and direction of industry after the war. It is 

argued that although such a po 1 icy was nev er impl emented across al 1 

industrial sectors, as is obvious, it was nevertheless the case that as 

far as the'defence and allied industries were concerned such a 

relationship continued, and continues postwar. 

Su]pplyirig the Air Fbrce in the 1930s 

The Air Ministry and the Royal Air Florce were formed in 1918. 

Previously the design and construction of aircraft had been in the 

hands of Air Board and the Ministry of Munitions. The Air Ministry, 

briefly under Lords Rothermere and Weir, and under Churchill between 
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1919 and 1921, had to fight to rema-in independent from the other two 

services. In this it was to be successful and Britain was to have a 

single ministry to oversee both civil and military aviation as well as 

the aircraft manufacturing industry. (') The ruling body for RAF 

matters was the Air Council, which until 1934 consisted of the 

Secretary and Undersecretary of State, the permanent head (called the 

Secretary), the Chief of the Air Staff and two so-called Air MEmbers, 

also serving officers, responsible for Personnel and for Supplies and 

Resea ch. 
(2) 

In the period to 1935, the man responsible for ensuring that the 

Air Fbrce was provisioned with its full range of stores, including 

aircraft, as well as organising the resea ch and development effort of 

the Ministry, was the Air MErrber (that is, MeTher of the Air (buncil), 

for Supply and Research. AMSR was responsible for the activities of 

the Joint Directorate of Scientific Research and Technical Development, 

the Directorate of Aeronautical Inspection and the Directorate of 

Equipment. It was this last Directorate which was concerned with the 

supply of aircraft, engines and all ancilliary stores. The work of 

this Directorate has been described as having been 'limited to watching 

delivery rates and making occasional requests through the Directorate 

of Oontracts that deliveries should be accelerated'. 
(3) 

We may 

describe this function as provisioning the Air Fbrce. (4) 

In 1935, at the beginning of the rearmment programme, the supply 

organisation of the Ministry was re-organised. The post of AMSR was 

abolished and two new posts were created, that of Air Menber for 

194 



Research and Development, and that of Air Member for Supply and 

Organisation. The division between supply and research reflected the 

fact that the Ministry was ordering obsolete aircraft and pinning its 

hopes on the development of aircraft that would be ready for production 

from the late thirties. (5) 
Accordingly, the Directorate of Equipment 

was transferred to AMSO. 

In March 1936 a further important reform took place: the 

appointment of a Director of Aeronautical Production. The man chosen 

(6) for the post was Lt-Col H. A. P. Disney, a businessman. Within af ew 

months he was to place the Directorate at the centre of consideration 

of problems of supply of aircraft, while the Directorate of Equipment 

concerned itself with ancillary stores. Disney's appointment coincided 

with the launch of Scheme F, the first large expansion progranme, and 

his job was to ensure that contracts were met on time. As he reported 

to AMSO, DAP was to 'prevent late delivery by finding out the trouble 

(7) 
at the contractors' works beforehand' . Although the Directorate of 

Aeronautical Production had a central place in the consideration of 

problems of supply, it was not a policy making body. The early 
I 

expansion programmes were drawn up by the Secretariat of the Ministry 

in consultation with AMSO, AMRD and others: 

So long as the construction of the programme continued to 
consist mainly in detennining how a given ariount of money 
could best be laid out ... the procedure of planning 
remained more or less unchanged. It was not greatly 
affected by the appointment of the Director of Aeronautical 
production. (8) 
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Even if the drawing up of the programme was limited by financial 

considerations, the necessary production was limited by real resources 

available, particularly capacity and skilled labour. (9) The expansion 

of the Air Fbrce required an active industrial policy, and increasing 

knowledge and expertise within the Air Ministry which involved bringing 

in industrial expertise. However it was not till 1938 that these 

problems became acute. 

Soon after the Anschluss the Cabinet authorised increased output 

of aircraft, particuiarly fighters, by approving Scheme L on 27th April 

1938. Two days later the Air Council Committee on Supply was 

established under the Chairmanship of the Chancellor of the Duchy of 

Lancaster (Lord Winterton), to determine how the scherne should be 

implEmented. (10) The other merrbers were AMSO, AMRD, the Second Deputy 

Under-Secretary, Sir Charles'Bruce Gardner (the newly appointed 

Chairman of the SBAC), and a representative from the Treasury, Edward 

Bridges. 
(") The CtnrrLittee had to translate the overall requirEment of 

aircraft into orders for the industry. To this end it had to very 

quickly establish what each of the various firms were capable of 
I 

producing and order aircraft accordingly. The overall requirEment, as 

laid down in Scheme L had been the result of a hasty estimate. 
(12 ) The 

Ctumittee was almost in continuous session interviewing representatives 

of the manufacturers, and coming to quick decisions on the placing of 

orders. By July they had interviewed 27 f inns. (13) As the of f icial 

historian has put it: 'The Supply Oamittee during the first month of 

its existence had already begun to foreshadow the activities of the 

Ministry of Aircraft Production'. (14) However the programme that 

resulted was little more than the sum of the orders placed with the 
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industry, which had been drawn up on the basis of the firms' own 

estimates of possible future output, tenpered by the experience of the 

Supply Czmmittee's merrbers. Increasingly however the Ministry required 

its own independent estimates of future output of the industry, not 

only to assess investment plans but also to have a measure of the 

efficiency of the industry. 

Engineers and Planning: the Department of the Air Member for 
Development and Production 

In June 1938 the new Secretary of State for Air, Sir Kingsley 

Wood, announced the reorganisation of the production and research and 

development departments of the Ministry. The two departments were to 

be unified under one head, the Air Member for DeveloPMent and 

Production, under whom there would be two Directors General, one for 

Production and one for Research and Development. Air Marshal Sir 

Wilfrid Freeman was to be the AMDP, and Mr Ernest Lemon, an engineer 

and Vice-President of the LMS Railway was to be Director General of 

Production. 
(15) 

Both would have seats on the Air Council, 
(16 ) 

and 

their respective departments were to be significantly expanded. over 

the next few mnths new Directorates were to be added establishing new 

functions for the Air Ministry. 
(17 ) 

According to Postan as a result of 

the introduction of what he calls the 'Freeman-LeTon' reforms, the Air 

Ministry was 'the first Ministry to attEnTpt a centralised even though 

rudimentary control of industry'. (18) 

197 



In order to begin the process of acquiring independent knowledge 

of the industry LEmon appointed a production engineer with some 

experience of aircraft production to conduct a survey of the industry. 

Lewis Ord, the engineer in question, set out to undertake a very 

aTrbitious investigation but was frustrated by the short time available 

to him, and lack of resources, such that it resulted in 'little more 

than a sL=ation of floor area, both actual and required, together with 

a survey of man-hour and raw material requirements'. 
(19) 

Nevertheless, according to AMDP, the survey resulted in the first 

(20) 'planned airfrc-rne output programme'. Postan scw these developments 

as being of the utmost importance, but ultimately frustrated by 

circut'nstances. He distinguished between 'production planning', which 

was concerned with the 'flow and utilisation of industrial resources', 

treated in their 'concrete and specific forms; and 'programming' 

which was concerned with the control of such resources 'in general and 

in bulk', (21) 
and argued that the Air Ministry had attEmpted same kind 

of production planning, partly because it came naturally to the 

engineers, and partly because the aircraft industry at that time 

'offered an obvious subject for investigation by industrial 

(22) 
consultants'. He suggests that Speer's f ighter production schEme 

of 1944, and the practices of the wartime American manufacturers 

approached an 'ideal engineering schEme', which he implies might have 

resulted if the pioneering work at the Air Ministry had been brought to 

f ruition. 
(23) Of course it is difficult to judge what these 

technocrats would have made of the industry had they been able to 

change it. Two points need to be made: the engineers did not have a 

clean slate from which to start, and it is unlikely the industry would 
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have accepted the sort of changes necessary to rationalise the 

production structure, as has been discussed in Chapter Three. 

Nevertheless it is important to note the extent to which the Air 

Ministry production branches developed. Frcrn 1935 to 1938 there was a 

significant development in the capacity of the Ministry to intervene in 

and control the industry. The Air Ministry was greatly expanded, as 

well as acquiring much greater expertise in the questions of production 

and design. As was noted in the last chapter, there were influential 

voices in the Ministry who wished to go further and extend their 

activities to the design and production of aircraft. This was firmly 

resisted. 

Business Advice on Air Rearmament 

Thus far this account has centred on the roles of serving 

officers and civil servants. And yet policy for the aircraft industry 

and supply generally was heavily influenced by a small number of 

industrial jadvisors brought in by the state fom. the beginnings of 

rearmanent. The most important of these advisors was Lord Weir, who 

was a member of the most vital inter-departmental coamittees, as well 

as the industrial advisor to Lord Swinton, the Secretary of State for 

Air beLween 1935 and 1938. (24) 

In 1933 a committee of industrialists was appointed by the 

President of the Board of Trade to advise the Principal Supply Officers 

Cc)mmittee, (25) 
consisting of Lord Weir, Sir Arthur Balfour and Sir 
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James Lithgow, al I industrialists of the first rank. All three had 

previously been closely connected with goverment. Sir Arthur Balfour 

chaired the famous Committee in Industry and Trade in the 1920s. (26) 
1* 

Sir James Lithgow had been president of the NCEO, the FBI and the 

Shipbuilding Employers Federation. (27) But most closely connected of 

all was Lord Weir, who in the First World War had been in charge of 

munitions production in Scotland and rose to beccme Secretary of State 

for Air in 1918. As well as acting as advisors on likely production 

bottlenecks, the businessmen first suggested the Shadow schEme. 
(28) 

Lord Weir became industrial advisor to the Secretary of State for 

Air in 1935 and remained in this post until the dismissal of Lord 

Swinton in 1938, over which he resigned in protest. Weir also became a 

mEmber of the crucial inter-departmental comnittee, the Def ence Policy 

and Requirements Conmittee. Weir thus had formal influence in three 

places; the PSOC; the Air Ministry and the DPRC. Furthermore, Weir 

enjoyed the confidence of the most senior figures in goverment, 

Baldwin, Chamberlain, and, of course, Lord Swinton. Weir made 

important contributions to air supply policy. Notable were the Shadow 

scheme, a proposal to telescope the develor-ment process (only later put 

to full effect), the establishment of the Hardman Lever Ocmittee to 

arbitrate on contracts, the decision not to take powers to investigate 

firms' accounts by Statute, and the unification of the organisations 

for development and production which led to the formation of AMDP's 

department. Weir was a consistent and forceful advocate of non- 

interference in industrial questions. This is not to say that Weir was 

against interference as such: what he was against was intervention 

backed up by statutory powers. (29) His argument was that abuses by 
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defence contractors were darygerous to private enterprise becau e they 

might lead to statutory controls: 'To blacknail the state in Emergency 

is a present to Socialism, Communism and all evil movements... No 

sector of Private Enterprise can do this by itself, risking all Private 

Enterprise'. (30) While Weir did not exploit his position for the gain 

of his firm (G. and J. Weir) (31) it is clear that he saw himself as a 

defender of private enterprise as a whole, a view fully reflected in 

his attitude to labour. (32) 

During 1938 diplamaLic crisis and the build-up of armaments, and 

especially the public criticism of the pace of air rearmament in 

particular, led to a new influx of businessmen into advisory positions. 

The Secretary of State for Air appointed a Panel of Industrial Advisers 

in June 1938, (33) 
and in Decerrber the Prime Minister appointed his own 

Panel, to cover the whole reamament field. (34) The Secretary of 

State's Panel of Industrial Advisers played an active part in the re- 

organisation and strengthening of the Air Ministry's supply 

organisation, including the transfer of supply fran AMSO to AMRD to 

They were also involved in the question of the extension of 

subcontracting, they discussed the role of the 'approved firms', and 

the new 'group' policy. They were also involved in the dispute between 

the SBAC and the Ministry on design and production policy desc-ribed 

above. 
(35) The Prime Minister's Panel was also involved in quesions of 

air rearmanent. They received mawranda frcm the Ministry and fram the 

SBAC, and on at least two occasions interviewed Sir Wilfrid Freeman and 

Ernest Lemon, the head and deputy head of the 
-n ew supply 

or. ganisation. 
(36) It is not clear frcm the record, however, whether it 

I 
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was the businessmen who were responsible for initiating change, or 

whether their role was primarily to legitimate the changes in the eyes 

of the aircraft industry. 

In April 1940, Sir Charles Craven, of Vickers-Armstrong, was made 

Civil Member for Development and Production, replacing Ernest Lemon, as 

responsible for overseeing the whole of aircraft production together 

with Sir Wilfrid FreEnan. This represented a further upgrading of 

production and the beginning of the inf lux of men from the aircraft 

industry into aircraft supply. 
(37) But, it was under Beaverbrook and 

the new Ministry of Aircraft Production that the use of businessmen 

really took off. 

Businessmen In Charge: Beaverbrook and MAP 

In the late 1930s, the Air Ministry had come under severe attack 

for not supplying sufficient aircraft to the nation. 
(38) Both 

I 
contemporaries and historians have been severely critical, but have 

neglected the importance of the planning that was done which enabled 

the British aircraft industry to expand massively fram the beginning of 

th e war. 
(39) Contemporary displeasure with the Air Ministry was 

primarily responsible, for the establishment of the Ministry of Aircraft 

Production by Churchill in May 1940. Historians have since stressed 

the role of the first Minister, Lord Beaverbrook, in shaking aircraft 

production out of its supposed complacency, and producing aircraft in 

large nLzTbers. The later history of the Ministry has been relatively 
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ignored. However, recent work has challenged the assmed trimph of 

Beaverbrook, and highlighted the disorganisation that Beaverbrook 

produced. 
(40) 

MAP was to take over the Departmerits of the AMDP and the 

CMDP frcm the Air Ministry. (41) 

Lord Beaverbrook scEw his role as being similar to Lloyd George's 

at the Ministry of Munitions in the first world war. 
(42) Like Lloyd 

George, Beaverbrook brought great nuThers of businessmen into executive 

functions within the new Ministry. We have already noted that this 

process had started in the Air Ministry, but it was at MAP that it 

reached its peak. As Beaverbrock's biographer notes: 

He did not run the Ministry as a trained adminstrator or a 
politician would have done. He ran it as he ran his 
newspapers, as he had run his financial undertakings and as 
he ran his private life. He ran it as drama, working 
through individuals, not through committees, and ready to 
fight every rival. (43) 

Many of these individuals did not even drcaw a salary frcxn MAP; by the 

end of 1940 these unpaid assistants amounted to 39, at senior levels 
I 

within the Ministry. 
(44) 

Most did not have any experience of the 

aircraft industry, but this did not worry Beaverbrook: 

They are all captains of industry, and industry is like 
theology. If you know the rudiments of one faith you can 
grasp the meaning of another. For my part I would not 
hesitate to appoint the Moderator of the General AssEmbly of 
the Presbyterian Church to take over the duties of the Pope 
of Rame. (45) 

203 



The three most important men at the Ministry under Beaverbrook were 

Patrick Hennessy, Trevor Westbrook and Sir Charles Craven. Craven and 

Westbrook were intimately linked to the aircraft industry: Craven had 

been Chairman of Vickers Aviation Ltd and Supermarine since 1938, as 

well as Chairman of Vickers-Armstrong since 1936, and Westbrook had 

been general manager at Supermarine from 1929, and Weybridge from 

1936. (46) 
Patrick Hennessy came from the Ford Motor Co. Ltd. (47) 

other recruits from business were G. C. Usher, Managing Director of 

International Combustion Ltd., (Controller of Light Alloys); W. L. 

Stephenson, Chairman of Woolworth (Director General of Equipment); A. J. 

Newman of Newman Industries Ltd (in charge of Machine Tools). 

Beaverbrook also appointed other advisors from within the aircraft 

industry such as R. H. Cbverley from the propeller manufacturers Rotol, 

and Frederick Handley Page to advise on trainers. 
(48) 

As well as these 

senior figures many of Beaverbrook's acquaintances cabled him fram all 

over the world offering him their services. He would usually take up 

the offer, and the recipients of his cable were known to brandish thEM 

on arrival at the Ministry without revealing who had actually initiated 

the exchange! 
(49) There were dozens of these people, most of them 

I 
'disappearing' after Beaverbrook left the Minist-ry. (50) As a Director 

General of Engine Production has recalled, 

As Minister of MAP, he used a number of good, bad and 
indifferent people as helpers and chasers who used to invoke 
his nane and try and get things done - so much so that their 
influence tailed off because those running plants got tired 
of lesser people continually using the Beaver's nane without 
really knowing enough of the job they were supposed to be 
'encouraging'. Invoking Beaverbrook's nane was a favourite 
trick of the chasers he surrounded himself with, though fEw 
knew how a ministry was runl(51) 
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Under Beaverbrook the structure of the Ministry was extremely 

fluid, a ref 1 ection and perhaps a cause of the state of continuous 

chaos and crisis. The most senior men had no official designation, 

even the Official History describes what they did rather than what they 

were. 
(52) The victims of the new regime were the established civil 

servants, including Sir Wilfrid Freeman himself, who was stripped of 

all his responsibilities for production. 
(53) 

Soon after Beaverbrook 

took over his two most senior men were Craven and Hennessy, by October 

1940 the official Historian discerns five key men, Craven, Hennessy, 

Westbrook, Eric Dowater and FreEman. (54) This injection of businessmen 

at the expense of civil servants and Air Fbrce officers has been seen 

as a virtue, - it was however, a mixed blessing. 

Beaverbrook did not believe in planning of aircraft production. 

The only programme for the first six months of MAPs existence was 'all 

that can be done'. (55) He was convinced that the waste that was bound 

to result from ordering maximum production in an uncoordinated way 

would result in higher output than a planned programme concerned to 

avoid wastage. 
(56) 

Nevertheless, once the immediate crisis of the 

Battle of Britain was over the longer term had to be considered, and 

this involved guiding the direction of aLircraft production for future 

years. Beaverbrook therefore asked Hennessy to prepare a programe for 

future aircraft output, which appeared on 2 October 1940. Such a plan 

was needed because there was a 'danger of a relapse into planning by 

(57) the industry'. 
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The resulting programme was a 'target' or 'carrot' Programme, 

rather than an estimate of future output based on given available 

resources. 
(58) The estimate that was made was based on available floor 

space, which was bad planning in as much as this was not the scarcest 

resource, and would not therefore be the factor that would limit future 

production. 
(59) But it wasn't simply a programme based on inadequate 

understanding of the principles of econcmic planning: 

It was deliberately and specifically a product of 
judgement, the judgement of industrialists headed by Mr 
Hennessy who had a long and successful experience of 
industrial planning within a particular firm, and who 
believed as a matter of principle, and not merely as a 
matter of expediency, in trusting their experience or 
judgEment. (60) 

In eff ect, the programme was drawn up by the Production Directorates, 

which were staff ed by industrialists, and the firms. The Directorate 

of Statistics and Planning, which had been established in 1938, played 

no significant apart in these deliberations, indeed its status had 

been reduced to below that of a Directorate. (61) The techniques of 

programming future output were superior to those used to construct 

Scheme L only in as much as MAP had, of necessity, more information 

about the industry than had been available in 1938. (62) Sir Charles 

Craven also believed that the industry was capable of accepting, and 

should be made to accept, a large share in the responsibility of 

planning its own future output. According to Craven the Ministry 

should not try to make the industry any more efficient than it in fact 

was, or as he apparently put it 'to teach their granchy)ther how to suck 

eggs'. 
(63) Later years would show there was plenty of teaching to be 

done. 
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Fxxxiami. sts and Planning: Deputy DirectoraLe General of Prograiimes and 
Statistics and the Directorate General of Planning, Programming and 
Statistics 

Under Beaverbrook, therefore, the programing of aircraft output 

had its own distinctive character: it was based on exhortation and 

facilitation of maximm possible output. Cbordination and planning of 

future output was rudimentary, and the statistical base was inadequate. 

It was becoming clear that something had to be done to improve this 

situation. In May 1941, after Beaverbrock's departure from the 

Ministry, the Permanent Secretary, Sir Archibald Rowlands, and Patrick 

Hennessy asked the head of the Economic Section of the War Cabinet 

Secretariat, Professor John JEwkes, to investigate the possibility of 

establishing a plaLnning department within Mjýp. (64) The Economic 

Section had been established in 194o, together with the Central 

Statistical Office. They were created out of the Central Economic 

Information Service which had been established the previous year to 

investigate the econcmic and financial consequences of war. As well as 

drawing up the first official national income statistics these 

organisations, staffed by senior professional economists established 

the irrportance of econcmic advice to government. 
(65) In eff ect Jewkes 

was being asked whether what had been done for the economy as' a whole 

could be done for MAP. 

Je, vkes was assisted in the preparation of his report by two other 

maThers of the Econcmic Section, A. K. Cairncross and D. N. Chester. The 

MAP officials they talked to were by no means convinced of the value of 

(66) 
planning, any more than Jewkes himself was. It seEms that in the 
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absence of reliable information there was noway of telling exactly 

what was going on and it was therefore difficult to decide how things 

might be irrproved: 

Those who spoke to us, having lived for a year through one 
crisis after another had come to regard improvisation as the 
order of things and could hardly imagine - any more than 
could - what planning could contribute to a chronic state of 
muddle. (67) 

Jewkes reported in September 1941, recommending that planning was 

needed both to link the demands of the Air Ministry to MAP's 

production, and to plan the supply of components. The Ministry 

accepted the report and Jewkes was himself invited to head the new 

department, as Deputy Director General of Program es and Statistics on 

18th September 194068) 

The Deputy Directorate General was divided into two Deputy 

Directorates. One under F. W. Paish was responsible for programmes, the 

other under 'Ely Devons was responsible for Statistics and Charts. (69) 

By the time the Deputy Directorate General was established in 1942 the 

staff consisted of Jewkes, Paish and Devons as well as four Assistant 

Directors, seven Statistical officers and 10-12 Temporary 

Assistants. (70) At its peak the group consisted of 10-12 qualified 

econamists. 
(71) Sir Alec Cairncross, who from November 1941 was in 

charge of propeller progranyd-ng, gives an idea what the department was 

like: 
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We were a close-knit group, although each of us was very 
busy with our own affairs. We were all young, high-spirited 
and not lacking in a sense of our collective importance. 
The Ministry was our oyster, to which we provided the 
necessary intellectual grit for the cultivation of those 
pearls of higher logic - the production programmes. We 
would observe other departments with the amused detachment 
of a visitor to a zoo and report to each other on the latest 
absurdity ... What at first seemed the occasional muddle in 
a large organistion cane in time to seem a gigantic muddle 
qualified by organisation. (72) 

In January 1943 Cripps, who had a rather mechanical notion of 

what planning was all about asked Jewkes to install a 'Cbntrol Roc& on 

the lines of those found in operational headquarters. (7 3) In February 

the department was upgraded to a Directorate General, the level 

jjrmediately beneath him. The name was also changed to the Directorate 

General of Planning, Programmes and Statistics which would also exist 

in its own right rather than as an advisory body. (74) Jewkes left to 

join the staff of the Ministry of Reconstruction in February 1944, and 

was replaced by Ely Devons. (75) 

The Cripps Era 

It was under Sir Richard Stafford Cripps, Minister of Aircraft 

Production between 1942 and 1945 that MAP achieved a modicum of 

stability and the greatest development of its planning and control of 

the industry. Cripps' appointment was, and is, widely considered a 

den-ation. (76) Certainly, since Beaverbrook left in 1941 MAP had been 

headed by political lightweights, one of whom was forced to resign 

after making ccruments about the Soviet Union of spectacular political 

ineptness. (77) However, Cripps rEmained a highly visible minister in a 
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job publically regarded as very important, and his tenure of the job 

certainly did no harm to his political career, making him with Hugh 

Dalton one of the key Labour economic ministers of the postwar 

years. 
(78) Cripps' influence may be seen in a number of key areas. 

In the last chapter it was noted that Cripps moved quickly to take over 

inefficient managements and to nationalise Shorts and Power Jets. It 

was noted that he upgraded planning with the MAP. But, Cripps went 

further than this. He established a Production Efficiency Board to 

increase the efficiency of aircraft production, 
(79) 

and also took a new 

and active interest in the promotion of scientific research and 

specialist technical education. 
(80) At plant level he was active in 

encouraging the work of Joint Production Cmynittees. (81) 

Sir Wilfrid Freeman, after being pushed out by Beaverbrook, had 

returned to Air Force duties as Vice-Chief of the Air Staf f, but 

returned to MAP, in effect to take over a much expanded AMDP 

department. He thus oversaw almost every aspect of MAP's work, with 

the exception of the work of the Permanent Secretary. In the period 

between Beaverbrook and Cripps the key executive figure had 

responsibility for production only; research and develor-ment had been 

in the hands of the Cbntroller of Research and Development. (82) U6der 

Freeman, there were a large number of Controllers and Directors- 

General, most of thEm draan from businesss or the Air Fbrce, as wel 1 

as an Assistant Chief Executive and a Chief Production Adviser. (83) 

Under Freeman MAP had a settled structure, which integrated the 

differing expertise of businessmen, serving officers, civil servants, 

economists and scientists and engineers, similar to that of the 
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Ministry of Supply. Nothing quite like it had ever existed in British 

central government before, and not unnaturally, it suggested itself as 

a model for a post-war industry ministry, to be concerned not just with 

supply to the state, but for control of civil industry too. The 

I , -eading advocate of such a policy was Stafford Cripps. 

Politicians and Plarrung: Stafford C! ripps and Post-War Policy 

Cripps argued in favour of a unified Ministry of Supply covering 

all three services, of service departments organising their own 

procurement(85) rather than a return to the pre-war system. As he 

argued: 'The difference between an industrial Department and a Service 

Department is a radical one'. 
(86) But, Cripps saw the importance of 

such departments not only in terms of the organisation of post-war 

supply, but in terms of their necessity for the maintenance of full 

Employment to which the Government was about to commit itself. The 

Report of the Steering on Post War Employment, the basis of the famous 

White Paper of 1944, (87) had suggested the establishment of an 

Industrial Oxanission attached to a strengthened Board of Trade to act 

as the government's principal agent in the develor-ment of industrial 

policy. The model that the Steering Committee used was the Import 

Duties Advisory Comnittee which had been established under the Irrport 

Duties Act of 1932. (88) The Industrial Commission was to be an 

advisory body 'free frcm political or sectional pressure'. 
(89) Cripps 

was extrEmely concerned about the proposal, which in effect took a-way 

from Ministers direct responsibility for industry. He argued that in 

ef f ect the proposal envisaged a return 'to a position in relation to 
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the major industries not differing essentially frcrn the status quo ante 

bellum'. (90) Cripps was no convert to the view that full employment 

could be maintained by the regulation of aggregate demand, arguing 

that: 

Industry is not an undifferentiated whole which can be 
brought to full errployment merely by unselective measures 
designed to stimulate any and every trade. General measures 
have their place but they will not alone achieve full 
Employment after the war any more than they did between the 
two wars. 

The problems of the major industries are complex, both 
technically and financially; they involve questions of 
management and technical organisation; and if the 
cooperation of industry is to be secured they involve 
personal contact with the leading men. The Government has 
acquired through the Departments dealing with these 
industries the knowledge, the contact and the influence to 
secure the very varying degrees of assistance, of guidance 
and of reorganisation which the industries if they are 
severally to contribute their quota to the policy of full 
Employment, wi 11 be found to need. I cannot think that we 
should be wise, whilst committing ourselves to a full 
employment policy, to jettison the means by which full 
Employment, industry by industry, can be achieved. Nor do I 
believe that we shall be discharging the responsibilities 
which our policy imposes if we delegate our functions in 
regard to these industries to an Industrial 03nmission aided 
by a panel of experts and business and professional 
men. (91) 

Such an arganent either for a unified Ministry of Supply, or 

a new type of industrial ministry for civil industry was by no means 

uncontentious. Lord Portal, the Minister of Works, responding to 

Cripps' me-norar-Oum quoted above, argued in favour of a strong Board of 

Trade in preference ý to separate industrial Ministries, which he 

suggested involved duplication of staff which would be 'better 

employed, in the national interest, in increasing and improving 

production, than in manning vigilance ccmnitte and inspectorates in 

Government Depar-Lments. '(92) He further suggested that it would be 
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dangerous to establish such specialist industrial ministries since they 

would act as spokesmen for their industries taking competition for 

resources into the heart of the state machinery rather than leaving 

'their relative development and prosperity to be deLermined in the open 

(93) 
market by the preferences of users and the ingenuity of producers'. 

Cripps responded with equal vigour: 'This is a description of a 

ocmpleLely unplanned econcimy which has led to mass unErrployment i-n the 

past'. 
(94) In the event the proposal for an Industrial Ocamission, as 

is shown in Chapter Eight, came to nothing because of these 

disagreEments. 

Neither was there agreement as to whether there should be a 

ministry of Supply responsible for research, development and production 

of all armaments (excepting specialised naval equipment, including 

warships) or whether each service department should have its own supply 

organisation as in the pre-war years. Cripps' proposal, which was 

backed by Dalton, then President of the Board of Trade was rejected by 

the Ministers of Production and Supply and the three Service Ministers, 

The Machinery of Goverment Ommittee, under Sir John Anderson, which 

considered the matter, could not agree and so it was left to the 

incoming Labour government to make a decision. (95) Although the 

Services still wanted to regain control of their own supply, most 

ministers cane down in favour of a unified supply ministry, covering 

every weapon system except ships. The Ministry of Aircraft Production 

and the Ministry of Supply were merged, and some responsibilities of 

the Ministry of Supply were transferred to the Board of Trade, for 

example raw material control (except steel) and such industries as 

chEmicals. (96) These arrangEments for state control for industry were 
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not, however, the product of a thought out plan. Indeed, the whole 

question of state-industry relations between 1945 and 1951 was never 

systEmatically addressed by the Labour Goverrynent. 

The role of the Ministry of Supply in post-war economic 

development has not had the attention it deserves. The Board of Trade, 

perhaps because its policy was more public and more controversial (for 

instance in the case of the Development Councils) has received more 

attention. The neglect of the ministry might well be related to the 

fact that the post-war Ministers of Supply, John Wilmot and George 

Strauss, were much less important figures than Cripps who became 

President of the Board of Trade in 1945, and less important than Wilson 

was to beccme, but probably more to the fact that the activities of the 

Ministry were kept secret. 
(97) There are accounts of the role of the 

Ministry in the production of electricity generating equipment, 
(98) 

nuclear power, 
(99) textile machinery, 

(100) 
computers(lol), and civil 

aviation, 
(102) but, the heavy industry, and high technology ministry, 

it has received -very little systEmc-rLic attention, despite the fact that 

the econa-aic, irrportance of the ministry cannot be doubted. 

The potential range of activities of the Ministry was very large. 

Under the Ministry of Supply Act, 1939, the Ministry had the pcYwer to 

manufacture, buy and sell 'articles required for the public service', 

which meant both for government use, and for the use of the 

public. 
(103) The Supplies and Services (Transitional Powers) Act, 

1945, which kept the Ministry in being, extended the role of the 

Ministry to the provision of supplies and services to the provision to 
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the community in sufficient quantity, with a equitable distribution, 

and at fair prices, as well as facilitating the transition from a 

wartime to a peacetime economy. 
(104) The Act lasted for five years, 

and was renewed in 1950 for one year. 
(105) It was a 'blanket measure' 

g-, ving powers to issue Statutory Orders. It is little wonder, 

therefore, that John Jewkes and many others viewed this Act with 

suspicion: the Act was no respecter of private property. 
(106) In 

practice, most of the work of the Ministry was concerned with the 

supply of government departments and nationalised industries. This, 

however, covered a very wide range of activities, and most of the 

research and development expenditure of the state. 
(107) 

The extent to which the Ministry of Supply was used as an agent 

for civil industrial policy may be considered by looking at the case of 

post-war civil aviatation. A civil aircraft programme was launched by 

the MoS after the war on the basis of Lord Brabazon's proposals. The 

early civil types were developed on much the same basis as military 

types, with the MoS acting as the link between the private producers 

and the nationalised. airlines. 
(108) This programme had one great 

I 
success, the Vickers Viscount, and one failure: the Bristol Brabazon. 

By 1948, however, there was discontent with the military type approach 

which was increased by the crash of an Avro Tudor. This led to the 

establishment of an enquiry into the process of producing new civil 

aircraft chaired by Sir John Hanbury Williams, Chairman of 

Courtaulds. (109) The report concluded that there should be direct 

collaboration between the airlines and the producers, and that 

Government money should be provided after, rather than before, the 

users and producers had decided on an aircraft, and this became 
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goverment policy, a policy which was extended after 1951. (110) of 

course this did not mean the end of detailed goverment intervention in 

civil aviation projects, but it did mean the end of a hope that a 

special department of state should be the initiator and guide for 

civil aviation projects until Concorde came on the scene. 
(111) A 

similar situation existed with regard to the supply of generating 

equipment to the Electricity Council. (112) There was, at least from 

1948, a process of disengagEment between the Ministry of Supply and the 

question of industrial policy in general. 

The 'Expert' Department of State 

The first half of this thesis has shown that the state was very 

successful in building up a very large industry, operating at the 

leading edge of technological change. It did this not simply by 

providing finance, but by providing fundamental research, some 

develor-ment work, choosing designs for develor-ment, controlling output, 

acting to increase efficiency of production, and so on. The people 
I 

that did this were a combination of serving officers of the Air Fbrce, 

civil servants (many of them scientists and engineers), businessmen and 

academics. In many areas the initiative was taken from the firms, and 

taken over by the state. But the state did much more than discriminate 

in favour of an industry in a particular way: it discriminated 

strongly between firms in the industry. In contrast, to many other 

sectors of the war economy the state would have no truck with the 

pretensions of the relevant trade association. Neither was any attempt 

ever made to establish a tripartite body to oversee the industry. The 
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inrplication would seem to be that in order to build up an industry what 

was needed was an 'expert' department of state, with powers of control 

which could be used discriminately, with no interference from trade 

associations, trade unions, or indeed, the public; more briefly, what 

was needed was technocratic dirigisme. 

It is usual ly argued that the 1945-1951 Labour governments did 

rxDt pursue such a policy, by their abandonment of any serious econcmic 

planning, and the adoption of policies for private industry such as the 

establishment of Development ODuncils. The conventional story goes on 

to argue that technocratic dirigisme cane back into vogue in the 1960s, 

with the establishment of the Department of Economic Affairs, the 

Ministry of Technology, and later the Industrial Reorganisation 

Ommission and the Fulton report on the civil service. 
(113) What this 

story neglects is the continued existence of 'expert' supply 

departments, which continued to pursue a highly discriminatory 

nationalistic industry policy from 1945, though only in the military 

sector and in same allied fields like nuclear power. 

It has of course been argued that in the defence industries the 

systEm has led to huge waste of resources, human and material, and that 

to copy this system in other sectors would only produce the same 

results. Concorde, and the civil nuclear programme, both run on 

military lines, may be usefully cited in this regard. 
(114) It would 

be wrong, however, to condemn such programmes simply as a waste of 

resources. Firstly it is important to note that in the defence and 

allied industries Britain has kept well up with the tide of technical 
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innovation, and indeed contributed great ly to it- 111 t 11 i -; t1 

Britain, it seE! ms, is good at inventing, and (iookl Zit 

British armaments are at the quality end of the market, 

civil goods are not. This dichotomy between high technol(-Kiý,, hitill 

quality military products, and low technology, low quality civ. 1.1 

Products, does not simply arise because Britain has a civil sector Uiat 

cannot use high technology: the dichotcrny applies within industi-ial 

sectors. Electronics is a case in point. 
(115) it is not the differing 

dynamics of industrial sectors which is responsible, but the policy of 

the state. The second point to note with regard to the waste of 

resources is that with high technology products in limited markets, 

there will inevitably be a problem due to the inability to amortise 

development costs over a sufficiently large production run, or to take 

advantage of the decrease of learning costs as the numbers produced 

increase. This is not of course to say that the defence industries 

might not have been organised more efficiently (and here the question 

of public ownership was crucial); it is to point out that in the 

military sector the British disease is a different one as ccirpared with 

the civil sector. In the def ence f ield the British state has been 
I 

willing to spend huge sums on the prcniotion of technical innovation, on 

the maintenance of industrial capacity, and on highly specialised state 

machinery to overlook the industries and f inns concerned; in other 

words, to pursue policies which if proposed for the civil sector would 

have been met with that special vemm reserved fr-)r any left-sponsored 

radical industrial policy. The tragi-c, ý, rdc history of British 

industrial policy since 1945, is not rine of failure to modernise 

British industry, it is of failure to rm-)dernise civil industry, and of 

a failure to reorganise, at least publicly, the existence of the 
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dif f erence. one of the f ew peopl e to take the issue seriously was 

Aubrey Jones. As Minister of Supply in 1957 he suggested the 

conversion of his ministry into a Ministry of Technology 'to facilitate 

the transfer of knowledge from the military to the civil field; and to 

utilize the expertise developed in the placing of military research and 

development contracts to put it also at the disposal of civil 

industry. '(116) Nothing came of the proposal: neither the Ministry of 

Science, or Mintech were linked with the supply organisations. 
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Chapter Six 

THE cowoN TEX= INDUSTRY, 1931-1951 

In the previous four chapters it has been shown that the British 

state was able and willing to intervene in the aircraft industry on a 

very significant scale. It did this in the special context of being a 

mo---mpsony, but went beyond using merely economic powers in its dealings 

with the industry. Notably, it gave no significant role to the trade 

association, and was able to preserve, and indeed to enhance, its 

autonomy. Most important of all for this argument, it was able to 

create a huge, and in effect new, industry, and one of Britain's most 

technologically progressive at that. In this chapter, and in the 

following two, attention turns to the case of the failure of the state 

to intervene effectively to transform the cotton textile industry. 

This chapter is intended to highlight the difficulties facing the 

cotton industry in the 1930s and 1940s and to explore some of the 

structural constraints to modernisation, whether carried out by 

individual firms, by the industry as a whole or by the state. 

If the aircraft industry was the very symbol of modernity in 

technology and the great hope of British manufacturing, the cotton 

industry represented the opposite. The industry was seen by 

contemporaries outside Lancashire as the great industry of the 

Victorian and Bdwardian years, docmed by its inheritance and changes in 

world markets to slow decay. Its buildings and plant were seen as 

being out of date, its structure archaic, its labour relations complex 

to the point of obscurity, and its owners and managers were pilloried 
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as being the worst type of individualists and small-minded 

provincials. Historians have broadly supported this picture though 

they have differed in their analyses of the effects of the structure of 

the industry on its decline. The emphasis on decline and the 

backwardness of the industry amongst contemporaries and historians has, 

however, obscured the continuing economic importance of the industry in 

the 1930s and 1940s. The industry continued to employ hundreds of 

thousands of people, and made a very significant contribution to 

Britains's exports, a fact recognised as particularly important in the 

post-war period, when as government propaganda put it: 'Britain's Bread 

hangs by Lancashires' Thread. ' Furthermore, the criticisms of 

contemporaries and historians have to some extent hidden the continued 

belief of employers and employees in the special qualities of their 

industry and its capacity for continued existence and prosperity 

without fundamental reform. 

Similarly, the failure of state intervention in the industry to 

significantly affect its performance has led to the failure to 

recognise both the extent of intervention and the precedents which were 

established for intervention in other industries. Intervention was 

directed at the modernisation of the industry in a variety of novel 

ways, based on the argument that collective action was necessary to 

obtain a breathing space from cut-throat competition: from the mid 

1930s a liassez-faire solution was not in the running. Collective 

action raised many problems of practice and principle. Employers, and 

to a lesser extent, workers, had to be convinced that collective action 

would bring collective benefits, at the level of sections and of the 
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industry as a whole. The means to make collective action effective, 

especially the means of overccming free-rider problems, had to be 

provided by the state, either by granting industrial bodies statutory 

powers or by providing finance. This raised fundamental questions 

about the nature of state-industry relations, and also of the econcmic 

structures most conducive to entrepreneurship and growth. In the 

cotton industry the conditions for collective action were particularly 

difficult: the much attacked 'individualism' of employers stood in its 

way, as did the structure of the industry, which meant that each 

section benefitted from the difficulties of its suppliers. In this 

context questions of industrial 'leadership' and industrial 

'self-government' were not merely slogans, but problems of real 

economic, and not merely political and constitutional, significance. 

It is therefore necessary to consider the economic and organisational 

development of the industry, both to understand why collective action 

was deemed to be necessary, and why it was so difficult to achieve. 

7he Decline of the Cbtton Industry 

Broadly speaking, the cotton industry was an industry in decline 

in the period 1931-1951. The record year for cotton textile output in 

Britain was 1913, but in the interwar years this record was only 

approached once, and, in the worst year, 1931, it was less than half 

that figure. The recovery after 1931 was slow and interrupted by a 

deep recession in trade in 1938 (see Table 6.1 ). The first war years 

led to increases in output, but fran 1941 output was restricted, and 
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its composition changed, to reflect the demands of a war economy. From 

1941 output also fell because workers left the industry for better 

jobs, to the extent that the Essential Work Order was applied to the 

industry. Other notable features of this period was the so-called 

'concentration' of the industry which reduced its operating capacity by 

about one third. In the postwar years there was strong demand for 

cotton goods at home and abroad. output, however, never quite met 

demand as workers returned to the industry slowly, and productivity 

remained stagnant. The increase in output was rapid and was supported 

by special government measures including the recruitment of workers 

from war-devastated Europe, but it was not as fast as the circumstances 

required: only in 1950 and 1951 was output greater than it had been in 

1931, the worst year of the interwar period. Nineteenfiftyone turned 

out to be the peak year for the postwar output of the industry, and was 

followed by recession from which the industry never quite recovered, as 

the wholesale scrapping of equipment that took place under the 1959 

Cotton Industry Act indicates. It became clear that the opportunities 

presented by growing demand and high profits in the postwar period had 

not led to the modernisation of the industry, and that competition from 

other advanced industrial countries was responsible for at least some 

of the problems of the industry. This suggests that the subsequent 

further decline of the industry was not the result of an inevitable 

adjustment to increasing competition from low cost producers, but was 

also the result of a failure to modernise. 
2 We should therefore ask not 

only why the industry had difficulty adjusting to the loss of markets, 

but also why it came out of the adjustment as inefficient as it had 

been before. 3 
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Table 6.1: UK Cbttion Consumpticn 1925 - 1954, mlbs. 

Year Year Year 

1925 1609 1935 1261 1945 717 
1926 1509 1936 1366 1946 813 
1927 1557 1937 1431 1947 815 
1928 1520 1938 1109 1948 977 
1929 1498 1939 1317 1949 979 
1930 1272 1940 1389 1950 1017 
1931 985 1941 965 1951 1024 
1932 1257 1942 939 1952 686 
1933 1177 1943 885 1953 831 
1934 1322 1944 804 1954 892 

Source: R. Robson,, The (bttc)n Industry in Britain 
(London: Macmillan, 1957), Table 1 

Table 6.2: Capacity and Activity in Spinning and Weaving 

Year Spinning Weaving 

Spindles in 
Place, m ME 

% 
empl. 

Iooms in 
Place 

% 
empl. 

1924 63.3 90 792 80 
1930 63.2 58 530 74 
1937(l) 43.6 85.1 505 83 

(2) 42.5 90.8 
1938(l) 42.0 83.1 485 66 

(2) 41.2 66.0 
1939 41.0 71.0 - - 
1949 35.0 71.9 380 77.2 
1951(l) 34.1 75.8 386 83.3 

(2) 34.1 78.9 386 88.0 
(3) 34.1 74.2 384 79.2 
(4) 34.1 80.1 384 86.0 

Source: R. Robson, The cDttcn Industry in Britain 
(London: Macmillan), Table 8 
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Throughout the period covered here there was underutilisation of 

capacity in the industry (see Table 6.2). This was despite reductions 

in capacity brought about by the Lancashire Cotton Corporation, the 

Spindles Board and through bankruptcy and non-replacement of old 

machinery. Amongst cotton workers there was severe unemployment in the 

1930s, again despite a reduction in the number of insured workers. 

From the early war years however, there was shortage of labour in the 

industry, and the age structure became increasingly unfavourable as 

young workers sought and obtained better jobs in other industries. 

The key to much of the decline was the loss of export markets. 

Throughout much of its history the British cotton industry exported 

more than was produced for the home market. By the 1930s this ceased 

to be the case and the greater part of the industry's market was at 

home. Estimates for the markets for UK cotton goods have been made by 

Vitkovitch (see Table 6.3). The fall in exports in the 1920s and 1930s 

was due to reductions in the volume of world trade in cotton goods as 

tariff barriers were raised to protect the increasing levels of local 

production, 'and through competition from low cost producers, Japan in 

4 
particular. In the 1940s, as compared to the 1930s, market share was 

lost to advanced industrial countries. Overall between 1931 and '1951 

exports of UK cotton goods fell absolutely, as a proportion of UK 

exports, and as a proportion of world trade in textiles (See Tables 6.4 

and 6.5). 
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Table 6.3: Estimated Delivery Of UK Woven Goods 

Year Exports Hcme Market 

Total Hcme Hcme 
Woven Woven 

1935-7 546 543 553 527 
1945 142 142 345 339 
1948 249 213 392 372 
1950(l) 268 217 525 488 
1950(2) 293 245 525 491 

Source: B. Vitkovitch, 'The UK Cotton Industry, 
1937-54', JoLmial. of Economics, III 
(1954-55), Table II. 

Table 6.4: Exports of Cbttcn Goocls, 1920-1959 

Year Cotton Piece Goods 
Manufactures Em m linear yds. 

1920 401.4 3764.9 
1929 135.4 2490.5 
1930 87.6 1790.2 
1931 56.6 2302.7 
1932 62.8 2116.7 
1933 58.9 2059.8 
1934 59.0 2013.4 
1935 60.2 1993.1 
1936 61.5 2023.1 
1937 68.5 1448.0 
1938 49.7 1462.4 
1939 49.1 1054.4 
1940 49.3 846.2 
1941 44.7 53.1 
1942 40.1 398.8 
1943 34.2 465.7 
1944 37.0 469.5 
1945 42.6 528.8 
1946 63.2 541.3 
1947 77.9 765.7 
1948 131.1 902.8 
1949 159.1 815.3 
1950 158.4 857.8 
1951 209.4 714.6 

Source: R. Robson, 'The (btton Industry in 
Britain (Ix)ndon: Maanillan, 1957), Tables 1,2 
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Technology and ProducUvity 

The decline of the industry weakened it, as is shown by the 

failure to invest in new machinery and to increase productivity. In 

1930 John Ryan, managing director of the newly formed Lancashire Cotton 

Corporation, published a rare analysis of the age of machinery in the 

: -;.; 1--ning and weaving industries. He surveyed just over 200 companies, 

representing about one third of the spinning industry and one 

fourteenth of the weaving industry (see Table 6.6). Ryan's survey 

showed that a high proportion of the industry's equipment was beyond 

its optimum working life. Most of the equipment was installed before 

1910 in both spinning and weaving. He noted also that only three or 

5 four mills were built between 1920 and 1930. At the beginning of our 

period the equipment of the industry already left much to be desired, 

but it is clear that in the years that followed investment was so low 

that the situation became progressively worse. 6 The Cotton Working 

Party Report of 1946 showed that in the 1930s some three-quarters of 

spinning equipment was produced for export, and that a large proportion 

of the home demand was from users outside the cotton spinning 

industry. 7 In the post war years circumstances were particularly 

propitious for the re-equipment of at least part of the cotton 

industry. The firms were enjoying profits higher than at any time 

since the brief boom of 1919-1920, and furthermore profits were high 

compared to profits in other industrial sectors. 
8 Shortages of labour 

meant that the introduction of labour saving machinery would not meet 

substantial opposition, and again in contrast to the 1930s, the state 

was willing to subsidize re-equipment. Lastly, the machinery was 
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Table 6.5: World Trade in 00tton Piece Goods, Volume. 

Year 

1935/ 1946 1949 1950 1951 1952 1953 
36 1 11 1 11 

Tbtal world 109 37 86 79 95 105 106 88 92 
trade 
(1950=100) 

UK Share 30 27 23 19 17 17 16 16 15 

UK Share of: 
Far East 21 18 19 18 12 8 8 8 8 
Brit. Col. 56 46 48 39 38 40 41 43 48 
South Am. 38 10 11 10 8 8 8 5 6 
Middle E. 11 9 8 6 8 9 8 7 6 

South Africa 73 56 56 48 59 46 35 42 37 
Aust., N. Z. 55 71 66 67 67 63 55 62 59 
scand. 57 24 22 27 30 27 23 20 16 
Western Euro. 38 11 2 2 5 2 3 4 5 
Canada 61 5 19 12 11 9 8 5 7 
USA 11 9 25 20 13 20 19 20 13 

Source: B. Vitkovitch, 'The UK Cotton Industry, 1937-54', 
Journal of Industrial Eoc> ncmics, 111 (1954-55), 
Tables VI and X 
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Table 6.6: Date of Installatim of Machinery 

Years 

1860 1880 1890 1900 1910 
1880 1890 1900 1910 1920 

No 144 1364 1320 3152 1447 
% 1.9 17.7 17.1 40.8 18.7 

Rings 

No 485 1624 3310 2229 
% 5.5 18.5 37.7 25.4 

Weaving Machinery 

1920 total 
1930 

297 7724 
3.8 100 

1138 8780 
12.9 100 

No 5956 6597 7045 12327 12546 2571 45042 
% 12.7 14.0 15.0 26.0 26.6 5.5 100 

Source: John Ryan, 'Machinery Replacement in the Cotton Trade, 
Economic Journal, Xl (1930), pp. 568-80. 
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available, or could be made available, and there was no need for long 

programmes of research and development. 9 However, even though in the 

pcot war years the amount of installed capacity fell, but the rate of 

re-equipment was such that only, a small fraction of the equipment was 

of postwar vintage, which meant pre-first world war more than it meant 

pre-second world war. In the case of spinning only 8% of the spindles 

in 1951 had been installed since the end of the war; even the majority 

of ring spindles were prewar (83%). The rate of re-equipment in weaving 

was even lower. At the end of 1951 only 6% of looms were installed 

postwar and 90% of the looms were still 'Lancashire' locms rather than 

automatic locms1O. The higher rate of re-equipment in spinning was 

probably due in part to the existence of a 25% subsidy for re-equipment 

under selected schemes. Under the scheme E2.6m. was paid out on total 

re-equipment expenditure of E10m. 11 

The problem of equipment was not only a problem concerning the age 

of the equipment but also its type. The industry depended almost 

entirely on equipment of a type that was no longer in use in any 

quantity in'advanced textile industries. In particular it depended on 

mule spindles, rather than ring spindles, and 'Lancashire' looms rather 

than automatic looms. The failure of these technologies to diffuse in 

Lancashire has attracted the attention of historians, and has resulted 

in a highly interesting and theoretically informed debate of general 

interest. The traditional explanation of the failure of these 

technologies to be adopted in Lancashire was one that centred on 

entrepreneurial failure: the failure of the industry to adopt these 

technologies was seen as a particularly clear example, alongside many 
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others. 
12 Just as the entrepreneurial failure has been challenged in 

general by the New Economic Historians, the question of the failure to 

adopt these technologies in the cotton industry has been addressed in a 

neo-classical framework by Sandberg, who argues that the failure to 

adopt was rational given the factor prices and market conditions which 

faced the British industry. 13 By contrast, Lazonick has approached the 

question from a marxist perspective, where the choice of technique is 

related to the nature of the organisation of work, and a Schumpeterian 

perspective on entrepreneurship and its relationship to industrial 

structure. 14 The debate has been taken further by Saxonhouse and 

Wright, who argue that the question of the superiority of the ring over 

the mule in particular was not settled before 1914, though after this 

time the ring was definitely superior technologically. 15 However, the 

question of whether the British industry would have fared better in our 

period if it had switched to rings and automatic looms remains open, 

given the investment that would have been required. 16 What is clear, 

however, is that to remain competitive after the special conditions of 

the immediate postwar years were over, investment in new technology was 

essential. But, as Lazonick has argued, both the successful 

introduction and use of these technologies required dramatic changes in 

the structure of the British industry. 17 

During the war years the proportion of rings to mules in use in 

the spinning section was greater than had been the case in peacetime. 

This was the result of a policy decision to maximise the use of female 

labour, since rings employed female labour while mules employed male 

labour. However, many factors stood in the way of using all the ring 
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spindles available. 
18 The effects on eff iciency, were however, 

negligible: other factors ensured that during the war productivity 

fell. 19 After the war the re-equipment of the industry was exclusively 

on the basis of ring spindles in the spinning industry, but in weaving 

scme 'Lancashire' looms were still installed (see Tables 6.7,6.8 and 

6.9). 

The problem of productivity became central to state policy for the 

industry only in the war and post war years. In the early 1930s there 

were, to be sure, determined attempts by the weaving employers to 

increase productivity by increasing the number of looms worked by each 

operative, but union resistance meant that the cost reductions that 

could be achieved under collective agreements were minimal or 

20 
negative. In any case it is unclear that labour could be intensified 

in practice, or that wages could be reduced sufficiently to 

significantly reduce costs. In the 1930s productivity increases 

through investment in new technology were not seen as a way forward by 

the employers. Neither were they in the 1940s, but the state now had a 

strong interest in increasing productivity to increase production of 

textiles without making excessive calls on scarce labour, as indeed the 

state became interested in the productivity of labour in general. 
21 It 

was in the cotton industry that the first detailed comparison of 

productivity with the United States were made. In 1944 the Ministry of 

Production sent the Ministry of Supply's Cotton Controller, Frank 

Platt, together with three employers, two trade unionists, and an 

expert on textile technology, to the United States to make detailed 

comparisons of labour productivity between British and American 
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Tab]-e 6.7: Spind]-es Installed and Running, 1941-1951 

Year Spindles 

Mules 

Installed 

Rings 

Spindles 

Mules 

Running 

Rings 

1941 23.41 10.37 10.49 6.00 
1942 23.41 10.37 10.27 5.92 
1943 23.41 10.37 9.69 5.68 
1944 23.41 10.37 9.24 5.36 
1945 23.06 10.42 9.24 5.20 
1946 22.6 10.41 11.91 5.64 
1947 21.93 10.26 12.93 5.88 
1948 21.0 10.09 14.56 7.04 
1949 19.71 10.19 15.23 7.70 
1950 18.98 10.33 15.22 8.16 
1951 18.24 10.57 15.61 8.55 

Source: Lacey, op. cit.; Abstract of Historical 
Statistics. 

Table 6.8: Investment in the Cottcn Industry, 
1948-1950. On 

Year Spinning Weaving Finishing 
and Doubl ing 

(1) (2) (3) (1) (2) (3) (1) (2) (3) 

1948 3.9 0.1 0.6 2.2 0.1 0.4 1.9 0.2 0.4 
1949 4.2 0.1 0.9 3.2 0.2 0.7 2.5 0.2 0.8 
1950 6.9 0.1 0.9 3.0 0.2 0.8 3.6 0.3 1.2 

(1) Machinery; (2) Vehicles; (3) Buildings. 
Source: Robson, op. cit., Table 6. 
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1ý 

Table 6.9: Investment in Spinning Spindles,, 1924-1951. 
Anrmal Rate, thousands. 

Year New Scrapped Net Increase 
Spindles 

Mule Ring Mule Ring 

1924-29 160 340 -180 
1930-34 15 2300 -2000 -300 
1935-38 50 1330 170 -1330 -120 
1939-45 -150 15 
1946-51 loo b 300a 0 270 -1000 30 

(a) Exclusively ring; (b) of which 800,000 were in 
concentrated mills which did not re-open. 
Source: Robson, op. cit., Table 6. 

- 242 - 



mills. 22 The Platt Report concluded that with normal staffing 

production per man per hours (PMH - singularly inappropriate for an 

industry where so many women were employed), was lower in Britain by 

the following percentages: spinning 18-49%, winding 80-85%, beaming 

79-89%, and weaving 56-67%. 23 Rostas used the Report's figures to 

compute overall productivity differences (see Tables 6.10 and 6.11 ). 

According to the Platt Report a major reason for greater American 

productivity was the use of ring spindles and automatic looms and other 

modern technology. However, Platt indentified several other factors 

which were also of great importance but which were linked to the use of 

these technologies. These were the prevalence of vertical 

intergration, the standardisation of production, the flexibility of the 

24 labour force and the quality of management. However, the warnings 

25 
echoed in this and other reports had negligible practical effect. 

The Structure of the Cbtton Textile Industry 

Broadlý speaking the processes involved in the transformation of 

raw cotton into finished cloth may be conveniently divided into the 

following: the preparation, spinning and doubling of raw cotton into 

cotton yarn; the weaving (or 'manufacturing') of the yarn into cloth; 

and, the 'finishing' of the cloth by bleaching, dyeing, printing and 

other processes. In the British industry these technical distinctions 

corresponded closely to the processes done by particular firms: 

vertical integration was rare in Lancashire until the mergers of the 

26 
early 1960s. Within each of the sections the extent of horizontal 
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Table 6.10: Weighted Results of the Platt. Mission. 
output per Man-Hour, UK = 100. 

Section United Kingdom United States 

Spinning 100 
Weaving 100 

Whole Industry 100 

Source: L. Rostas, loc. cit., p. 195. 

161-5 
261-70 

211-20 

Mable 6.11: Alternative Calculation of Proauctivity 
Differences in the 1930s. UK = 100 

Section UK USA 

Spinning 
Independent spinners 100 112-20 
Integrated spinners 100 175-85 
All Spinners 100 161-72 

Weaving 100 250-60 

All Cotton Industry 100 200-10 

Source: Rostas, loc. cit., p. 197. 
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integration varied considerably: it was high in the finishing sector, 

moderate in the spinning sector, but very low in the weaving sector. 

Overall concentration in the industry was low by British standards in 

27 the 1930s. In general the transfer of intermediate goods between 

sections was carried out by specialist merchants eg, cotton merchants, 

yarn merchants and merchant convertors, operating through the Royal 

Exchange, Manchester. As well as being specialised by process, firms of 

particular types concentrated in particular towns within Lancashire and 

28 Cheshire, where the whole industry was concentrated. Thus, for 

example, Oldham, Rochdale and Bolton were spinning towns and Blackburn, 

Burnley and Preston were weaving towns. Specialisation went even 

further than this: for example, the spinning sector was conventionally 

divided into two halves, the American section and the Egyptian 

section. The American section produced principally coarse yarn from 

American cotton, while the Egyptian section produced fine yarns from 

Egyptian cotton. The experience of these two sectors in the interwar 

period was somewhat different in that the Egyptian section suffered 

less from the loss of export markets, and was not handicapped by the 

huge overcapitalisation that had taken place among the American section 

firms the boom years of 1919-20. This overcapitalisation of the 

American section brought the Bank of England into the problems of the 

industry and led to the formation of the Lancashire Cotton Corporation 

in 1929, the largest firm in the American section and one of the 

largest firms in the cotton industry as a whole. 
29 This type of 

specialisation, which had proved so successful before 1914, was to 

prove a major obstacle to the modernisation of the industry. 30 
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The trade associations and trade unions reflected the sectionalism 

in the structure of the industry. In the spinning industry the f irms 

were organised into local associations which were federated to the 

Federation of Master Cotton Spinners' Associations although one of the 

31 largest firms, the Lancashire Cotton Corporation, was not federated. 

In the weaving section the employers were organised in the Cotton 

32 Spinners and Manufacturers' Association. Separate trade associations 

existed for the dyers, bleachers and printers. Trade unions, like 

trade associations were sectional. In the spinning industry, the two 

principal amalgamations were the Amalgamated Association of Operative 

Cotton Spinners and Twiners, which represented skilled mule spinners 

and their assistants, and the Amalgamated Association of Card, Blowing 

and Ring Room Operatives, which organised the predominantly female 

workers in the preparatory stages of spinning and ring spinners. In 

the weaving industry the principal amalgamation was the Amalgamated 

Weavers' Association, which represented the mainly female weavers. The 

textile unions belonged to the United Textile Factory Workers' 

33 Pssociation, which dealt with political and general matters. 

Before 1925 there was no single organisation representing the 

interests of employers in the industry as a whole. Th remedy this 

situation the spinners convened a meeting which led to the formation of 

the Joint Ccirmittee of Cotton Trade Organisations in 1925. The 

headquarters of the Ccimuttee were in the Manchester Chamber of 

Corrmerce, and its chairman was the President of the Chamber. Its first 

secretary was Raymond Streat, Secretary to the Chamber, who was to 

become a central figure in the politics of cotton. Another 
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co-operative venture was the establishment in 1927 Of the Cotton Trade 

Statistical Bureau,, under the direction of H. G. Hughes, who was 

director of the JCCTO. The Statistical Bureau later provided the staff 

of the iccm and in 1932 merged into it. Trade unions joined the jCCTO 

34 in 1928. With the coming of the war however, the jC= was superseded 

first by an advisory Cotton Board appointed jointly by the Minister of 

Supply and the President of the Board of Trade. This body was replaced 

by a new statutory Cotton Board established by the Cotton Industry Act, 

1940, which was financed by a levy and had statutory powers as well as 

an advisory function. This Cotton Board was replaced by the Cotton 

Board, 1948, which despite its name, was the first tri-partite 

Development Council to be created under the Industrial Organisation and 

35 Development Act, 1947. 

The representative structures of the industry reflected the fact 

that there was very little vertical integration within the cotton 

industry (see Table 6.12) This lack of vertical integration was due to 

a number of causes. In the poor trading conditions of the 1930s 

disintegrated firms could take advantage of the buyers market for 

intermediate and final goods without having to suffer the difficulties 

of producing these commodities, and the constant search for markets 

36 
meant that the potential for standardisation was reduced. During the 

war and postwar years, however, things were very different. Shortages 

and controls meant that vertical integration could be a rational 

policy. Indeed, in the post war years there was some vertical 

integration as weavers integrated forward to obtain the convertors' 

margin and convertors integrated backwards to secure supplies. 37 
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Table 6.12: Vertical Specialisaticn in the British 
ctotton Industry, 1884-1965 

Year Spinning only Weaving Only Spinning and Weaving 

Firms Spindle Firms looms Firms Spindle Looms 

1884 40.5 59.8 33.0 42.6 26.5 40.2 57.4 
1911 38.6 77.4 46.3 64.6 15.1 22.6 35.4 
1924 35.4 n. a. 52.1 n. a. 12.5 n. a. n. a. 
1931 29.0 n. a. 57.0 n. a. 14.0 n. a. n. a. 
1939 22.0 76.8 67.0 76.4 11.0 23.2 23.6 
1946 22.1 84.1 67.6 75.6 10.3 15.9 24.4 
1955 21.8 72.1 65.7 64.5 12.5 27.7 35.5 
1959 22.6 42.4 63.2 64.4 14.2 57.6 35.6 
1965 25.1 32.7 58.1 57.8 16.8 67.3 42.2 

Source: W. Lazonick, 'Industrial Organisation and 
Technological Change: The Decline of the British Cotton 
Industry', Business History Review, LVII (1983), Table 2. 
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spinners too integrated forwards. 38 According to Lazonick, however, the 

vertical integration taking place an integration of ownership and not 

of production, indeed, 'The manager who integrates and disintegrates 

according to the ebb and flow of the market situation does so in lieu 

of the long term planning of the organisationally-interconnected and 

technically-interrelated production and distribution processes that 

characterise the modern corporation., 39 In the case of horizontal 

integration too, the incentive was financial rather than technical: the 

1948 Cotton Spinning Industry (Re-equipment Subsidy) Act was designed 

to prcmote such mergers by limiting subsidies to groups above a certain 

size. Eight such groups were formed but 'almost all of the eight new 

groups formed represented previously existing linkages strengthened to 

40 qualify for the subsidy'. 

Lazonick has argued that the questions of technology and 

industrial structure were closely related. Technological modernisation 

could only take place in the context of a move towards vertical 

integration in the industry. 41 He argues that even in the 1950s, 'The 

fundamental problem was an industry mired in its own highly ccmpetitive 

and vertically specialised structure, lacking any internal forces to 

, 42 
set in motion structural transformation. Within this industrial 

structure the full advantages of the new technologies could not be 

obtained, but the question remains: 'what prevented the emergence of a 

number of fully integrated, technologically progressive firms that 

could force the specialised manufacturing and marketing firms to adapt 

or get out? '. 43 Basing himself on Mandler's analysis of the growth of 

the corporation in the United States, he argues that there were was a 
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lack of long term planning, concentrated marketing, and an adequate 

managerial stratum within the industry, thus echoing many of the 

44 critical analyses of the 1930s and 1940s. However, firms that might 

have invested and changed their structure would have been undercut in 

the ccmpetitive market, at least in the 1930s. In the late 1940s the 

. onomic environment was different and the causes of the failure to 

modernise must be sought elsewhere. 

EI=frm neurship and Management 

The question of the quality of management and entrepreneurship has 

been a central question for British economic historians. As Lazonick 

has pointed out, however, discussions have been limited by a failure to 

distinguish clearly between entrepreneurship in a Schumpeterian sense 

and profit maximising management in the neo-classical sense. Lazonick 

argues that the making of such a distinction is central to an 

understanding of the failure of the British cotton industry to 

45 
nx: )dernise. In the cotton industry, it could be argued, managers and 

owners did act rationally subject to the constraints they faced, but 

were unable to undertake the entrepreneurial task of changing these 

constraints, something that was essential to the long term future of 

industry. 46 

There remains, however, evidence that British employers were not 

rational profit maximisers but that they were infected by a 

pre-industrial ideology with disastrous ef fects for British industrial 
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development. As P. S. Florence put it in 1930: 

The business men ... mostly seem to me, for various 
reasons of the most diverse nature, to be likely to be 
opposed to rationalisation. The sort of reasons I mean are 
usually brought under the head of individualism. what it 
actually means is, that they prefer power over their own 
little works to having a small share, with possibly very 

ft le nower, in a large amalgamation. Secondly, they 
enjoy, as far as I can make out frcm talking with 4-7 

ý --, Lxi listening to them, the little game of ccmpetition; 
tll--ýy love the secrecy of private enterprise and the sense of 
playing for a side; it is possibly a very British instinct; 
and they feel there is more zest in fighting against a rival 
than in ccrrbining with him. Thirdly, they like the feeling 
of owning a little property; it is rather a petit bourgeois 
point of view, but after all, men in the wool industry, or, 
say, the Brass Industry, are petit bourgeois; and have been 
since the middle of the Victorian era in England. Finally, 
the most important reason for their wishing to cling on to 
their own little businý5s is the feudal idea of handing it 
on to their family. 

Such accusations were not taken lying down by employers. Florence's 

outburst was met with the following reply, which may be taken as an 

example of the response of cotton employers to charges that they were 

backward; 

People who, like myself, have spent their lives in 
production are proud of British industry. We believe that 
there is every reason to be proud of it. We are inclined to 
resent sanetimes, in connection with this rationalisation 
discussion, the rather cheap, superficial and popular view 
which, if I may say so without offence, was rather clearly 
exemplified [by Florence] ... It was this 'cheap 
individualist', this 'little man playing a game', this 
'petit bourgeois', who built up the greatest economic 
structure the world has ever known ... 

46 

we have then a number of version of an analysis of the role of 

managers in British industry. The f irst is that they were irrational 
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and backward, the second is that markets were competitive, managers 

were rational and all was for the best, and lastly, industry was 

competitive, managers were rational, but all was not for the best. 

Lazonick's analysis is very much of the last type. 49 

The Role of the State in the Ckk-tm Textile Irxlustry, 1931-1951 

It has been argued above that in conditions of decline, with low 

profits, overcapacity and unemployment, it was very unlikely that the 

cotton industry could have modernised itself on a firm-by-firm basis. 

Modernisation required either state action or collective action by the 

employers, which itself required some state backing because of 

free-rider problems. Why the state chose to promote collective action 

over direct state action is the historical question that needs to be 

asked. For the promotion of collective action brought with it its own 

problems: in particular collective action was difficult to achieve, 

especially where modernisation required fundamental change in the 

structure of the industry. 50 

State policy for the cotton industry was very much directed at the 

industry as a whole, or to specific sections, rather than towards 

individual f irms, or the encouragement of structural changes within 

f irms. Tn the early 1930s policy moved towards the elimination of 

surplus capacity in the industry through voluntary selling of capacity 

for scrapping. Overall schemes for the industry were rejected by the 

industry, but one sectional capacity reduction scheme was given 
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statutory backing in the Cotton Spinning Industry Actr 1936, which 

established a Spindles Board. This measure was followed in 1939 by the 

Cotton industry (Reorganisation) Act, which established a Cotton 

Industry Board, covering the whole industry, but, this Act never came 

into force. In the case of weaving the state did not intervene to deal 

with surplus capacity until the passage of the 1939 Act, but it was 

active, through the Ministry of Labour, in re-establishing the 

collective bargaining machinery which had broken down in the early 

1930s, and through the Cotton Manufacturing Industry (Temporary 

Provisions) Act, 1934 under which collective agreements were made 

legally enforceable. Policy after the war was also directed at the 

industry as a whole and towards selected sectional shemes, notably for 

re-equipment in spinning, and the nationalisation of raw cotton 

importation. The measures undertaken in the 1930s were carried out by 

representative boards, as were a number of investigations which took 

place during and after the war. The first was the Platt Mission. The 

second was the Cotton Working Party, which reported in 1946. Other 

reports covered such things as the supply of textile machinery and the 

51 
wage payment systems. Only after the war did these various boards and 

inquiries beccxne fully tri-partite. 

There were good reasons why the state pursued such a strategy, 

related to the character of the industry and the character of the 

state. Given the highly interdependent and competitive nature of the 

industry, policy that did not involve radical interventions within 

particular firms meant dealing with the environment in which firms 

operated: if the profits of individual firms could not be increased, 
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then the profits of all firms had to be increased, through scrapping of 

capacity, price control and so on. A highly discriminatory, firm-based 

policy required expertise that the state did not have. The combination 

of these two factors led to dealing with the industry as it stood, and 

with sectional trade associations as they existed, as well as 

n; apting to strengthen the collective voice of the industry, to 

o\, : de sectional interests, by setting up bodies representing the 

whole industry, and because of increasing concern with productivity, 

representatives of labour too. Such a policy raised important issues. 

For example, how much authority should collectivist bodies have over 

their members? To what extent did the institutionalisation of 

industrial structures act as a brake on reforms which of their nature 

would tend to disrupt the bases of the institutions? These 

difficulties were never satisfactorily addressed, but until the late 

1950s policy for the cotton industry was based on policy for the 

industry as a whole via a representative cotton board, which did not, 

perhaps could not, put forward proposals which would fundamentally 

alter the structure of the industry. Only in the 1960s was a firm 

based straýegy pursued, involving state encouragement of ICI and 

Courtaulds to buy up cotton firms to create vertically integrated 

enterprises. 

However, an opportunity existed in the 1940s to transform the 

structure and technology of the industry. After 1945 external 

conditions, created not by collective action but by direct state 

controls and high export demand, made modernisation possible. However, 

the state increased its commitment to collective action by the 

- 254 - 



industry, despite the abundant evidence that the industry as a whole 

would do very little to modernise itself. During the war Hugh Dalton, 

Ernest Bevin and the Cotton Controller, Frank Platt, had argued for 

direct state action, but after the war both Cripps and Harold Wilson at 

the Board of Trade pursued a policy of searching for consensus between 

employers and between employers and workers, which resulted in much 

discussion and very little action. The commitment to participation and 

consensus reached its apotheosis in a period when it was not needed to 

secure the external conditions for modernisation and indeed acted as a 

brake on any radical change. 
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Chapter Seven 

THE SrME AND THE (IM7W TEKTILE INDUSTRY, 1931-1941 

In this chapter consideration is given to the intervention of the 

state in the cotton industry in the period 1931 to 1941. In this 

period the principal problem for the industry was lack of dEMand. The 

surplus capacity available, together with the ccopetitive nature of the 

industry drove down profits and margins such that funds for 

modernisation of the industry were not available. It was exceedingly 

difficult for the industry itself to modernise itself, or indeed simply 

to adjust to new circumstances. The role of the state was 

therefore potentially important in that it could have provided a 

breathing space for the industry by providing a mechanism through which 

dynamic efficiency could be improved, either through the prcmotion of 

collective action by the industry, or by direct state action. A number 

of specific policies were put forward in the 1930s. They included 

amalgamation, capacity reduction, subsidies for re-equipment, price 

control, 'ring fence' schEmes and nationalisation. These policies will 

be considered as they were proposed, and in some cases implemented. 

General conclusions are left to the end of the next chapter. 

The Labour Gavernment and the Ootton Industry, 1929-31 

As an introduction to the history of state intervention in the 

cotton industry in the 1930s it is necessary to give a brief account of 

the policy of the Labour government of 1929-31 towards the industry. 
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During the general election of 1929 the Labour Party had undertaken to 

initiate enquiries into the two great exporting industries which were 

in severe difficulties, the cotton industry and the iron and steel 

industry. on being elected, the government established committees 

first under the Committee for Civil Research and then under its 

successor body, the Economic Advisory Council. (') The Cotton Sub- 

CorTnittee was chaired by the Home Secretary, J. R. Clynes, who in his 

youth had been a cotton spinner, and included other cabinet Ministers. 

The Committee's report was published in May 1930, and recommended 

technical improvement, the formation of larger units, and the 

development of co-operative efforts; its conclusions 'endorsed and 

reflected the thinking of the time'. (2) Fbllowing the publication of 

the report Clynes and Willie Graham, the President of the Board of 

Trade, had lengthy consultations about the implementation of the 

recommendations of the report with cotton industry representatives in 

Lancashire, but it became clear that the Government was prepared 

neither to legislate or to provide subsidies for the industry. (3) 

However, the Government wanted to keep up an appearance of doing 

something more than giving its support to the Bankers' Industrial 

Development Corporation rationalisation initiative through the 

Lancashire Cotton Cbrporation. 
(4) 

However, the EAC's initiative wasn't quite the only string in the 

Government's bow. The government was attempting to deal with the 

problem of policy towards unemployment through the office of the Lord 

Privy Seal, J. H. Thomas. Mosley's famous memorandum was written in 

response to the failure of the J. H. Thamas to come up with any suitable 
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policy for unemployment. 
(5) In the office of the Lord Privy Seal work 

on irOustrial reorganisation was the responsibility of a senior civil 

servant, Sir Horace Wilson, who moved with his staff to the 13oard of 

Trade in NovEirber 1930 with the title of Chief Industrial Adviser. (6) 

Wilson and his staff became convinced that -the future of the industry 

would best be served, not by the amalgamation and re-equipment endorsed 

by the Clynes 0--nrnittee, but through the scrapping of idle capacity to 

increase profitability. 
(7) Richard Roberts has argued that this group 

of civil servants had considerable influence on subsequent policy. He 

argues that through what he calls 'industrial diplomacy' they were able 

to convince a significant section of Lancashire opinion that they 

should pursue a policy of capacity reduction. The civil servants held 

lengthy discussions with the JCC'rO, and with Gary Hughes, Raymond 

Streat and Thomas Barlow, Chairman of the JCCTO, in particular, and 

these were followed by movement towards the development of capacity 

reduction schEmes. 
(8) Whether this was simply the consequence of the 

views and actions of the civil servants is doubtful, however, for a 

number of other f actors were important in bringing about capacity 

reduction schemes, including the precedent set by the shipbuilding 

industry. In addition, it seEms that capacity reduction was the only 

option accr=ptable to a majority. According to Raymond Streat, 

Many proposals were evolved in Manchester or in London 
for tackling the problems of the cotton industry but 
only one ever survived the unending debates, and that 
was the idea of cutting down the surplus plant. 
Lancashire rank and file opinion was very slow indeed to 
accept this notion. 

(r9 
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Capacity Reduction PraposalS 1931-1936 

How then did the schemes for capacity reduction proceed? The 

first step in the long process was the passing of a resolution in 

favour of capacity reduction by the JCCTO. (10) However, despite an 

offer from the new President of the Board of Trade, Walter Runciman, 

made to Sir Thomas Barlow, President of the JCC-fO and the Manchester 

Oic-oTber of CkDmerce, in early 1932, to the effect that if the industry 

agreed to a scheme the state would enforce the collection of a levy on 

all firms, the proposal initially foundered. (") 
Proposals made by 

the JCCrO for scrapping in spinning alone were rejected by a postal 

ballot of spinners in 1932, (12) but further consideration was given to 

schEmes restricted to the spinning sector, and a ccnudttee was set up 

by the Federation of Master aytton Spinners' Associations, under Lord 

(blwyn, to consider the problem. The Colwyn Committee reported in 

October 1934, aLnd made proposals for price-fixing and for the 

elimination of capacity. 
(13) Fifty per cent of the spindles in the 

industry voted for price-fixing, but 66% voted in favour of 

scrapping. 
(14) 

In view of this the FMCSA asked the Government for 

statutory backing for a scrapping scheme, backing which was given in 

the form of the Cbtton Spinning Industry Act, 1936. 
(15) 

The Cotton Spinning Industry Act, 1936 established a Spindles 

Board which could purchase spindles for scrapping. 
(16) The Board 

operated on the principle of willing buyer/willing seller, that is to 

say the Board did not have powers to compulsorily purchase the most 

outdated spindles, for example. The Board was financed through a 

am7pulsory levy on all spindles, and in this differed fram the capacity 
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reduction schEme in the shipbuilding industry, undertaken by National 

Shipbuilders' Securities Ltd., which was voluntary. 
(17) Between 1936 

and 1939 the Board acquired and scrapped 6.2m spindles, which ccmpares 

with 5m scrapped by the Lancashire Cbtton (brporation between 1930 and 

1939, and 10m scrapped independently in the same period. 
(18) The Board 

therefore made a significant contribution to capacity reduction, 

although, capacity utilisation remained relatively low. 

The Spindles Board consisted of three me-rbers, appointed by the 

Board of Trade after appropriate consultation, and was advised by an 

Advisory Committee of six, also appointed after consultation by the 

Board of Trade which included one trade unionist. 
(19) 

Scrapping capacity was not however, the only policy put forward 

for government support in the early 1930s. From the textile machinery 

makers cane the proposal for subsidised investment, and from the trade 

unions there were proposals, first for a controlling board with wide 

powers, and later, for the nationalisation of the industry. In May 

1934 Sir Walter Preston MP, Chairman of Textile Machinery Makers Ltd., 

which was an amalgamation of the most important textile machinery 

firms, publicly attacked the spinning industry for not investing in 

new machinery, which he argued would enable British firms to compete 

with Japanese production in world markets. 
(20) His attack was well 

publicised, and led to a meeting between Preston and Sir Horace Wilson 

and the President of the Board of Trade. Preston asked for financial 

support from the Goverment, which was refused, but the proposal was 

passed on to BIDC, but a re-financing schEme was later rejected by the 

Bank of England. 
(21) Preston failed to obtain assistance both because 
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the Goverment was reluctant to spend public money, and also because 

the spinners rejected his claims, and refused to call for a 

subsidy. 
(22) The effectiveness of investing in new technology was 

indeed greatly disputed: joint tests were carried out by Platt Bros. 

(the principal component of TMM) and the FMCSA, but the results 

themselves were disputed. (23) The FMCSA and Preston stuck to their 

ground. The FMCSA was instrumental in calling for Government 

assistance for scrapping while Preston opposed the 1936 Act. (24) 

The trade unions too opposed the 1936 Act, principally on the 

grounds that it compensated owners for redundant capacity, but did not 

compensate workers who would lose their jobs. In addition, the 

scrapping of capacity was an admission that the industry would be 

smaller in future, and that therefore fEwer jobs would be available. 

They were, however, in a slightly difficult position since they had 

argued in favour of state intervention in the industry, and indeed its 

national isation, a policy w1hich becc-rne TUC and Labour Party policy. 
(26) 

I 
The trade unions were pushed to propose nationalisation by the 

failure of the eTployers to consider public control of the industry. 

In 1933 the United Textile Factory Workers' Association had proposed to 

the Employers the establishment of a ODtton Control Board appointed by 

the Board of Trade to oversee and control the industry. The Board 

would consist of 15 mErrbers together with an indEpendent chairman, and 

would be made up of six employers, six trade unionists and three 

merrbers with special expertise in marketing. It would have draconian 

powers to control production. The basis of these powers would be a 
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licensing system, such that without a license from the Bz)ard it Would 

be ill egal to produce cotton goods. The Board would have powers to 

formulate and enforce schemes for the rationalisation and re-equiFment 

of the industry, and to enforce collective agreements between Enployers 

and unions. In addition the Board would undertake resea c-b and collect 

statistics. The proposal was rejected by the enployers, 
(28) 

and at the 

request of the cotton unions a report on the socialisation of the 

cotton industry was prepared by the TUC Econcmic Omynittee which was 

accepted by the Labour Party Conf erence, and the TUC, in 1935. (29) 
It 

argued that while the decline in the industry in the inter-war years 

was due principally to external factors, factors such as the 'lack of 

effective organisation' in the industry and the 'traditional 

individualism of the employers', were also important. (30) Therefore, 

'socialisation' of the industry was an 'urgent practical need'. The 

report went on: 'unless the community steps in and takes over this 

great industry in the public interest, there may soon be very little to 

take over'. 
(31) National isation, it was argued, could save the 

industry by ensuring coordination beLween the separate sectors of the 

industry. To this end the report urged the establishment of a British 

ODtton Corporation wi-dch would be a public body 'working solely in the 

public interest'. (32) It would consist of 10-15 mEmbers, all appointed 

by the President of the Board of Trade. Under this Board would be 

Sectional Boards responsible for each sector of the industry. The 

concEpt was therefore that of the Morrissonian Board. 

The Labour Party in Parliament did not pursue socialisation of 

cotton very forcefully. In the debate on the 1936 Cotton Spinning 

Industry Bill, which the Labour Party and trade unions opposed, Clynes 
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argued for a measure to coordinate the industry as a whole under public 

ownership but it was clear that the call was made without great 

conviction, as it was clear that the commitment by the unions to the 

policy was weak and was passed in special circumstances. 
(33) 

The unions had had greater success in 1934, when in a joint move 

with the weaving employers, they successfully obtained legislative 

backing for collective bargaining in the ODtton Manufacturing Industry 

(Tonporary Provisions) Act. This Act was later seen as an important 

precedent for Bevin's Cbnditions of Errployment and National Arbitration 

order, 1940. (34) The 1934 Act arose from the industrial disputes which 

took place in the early 1930s in the weaving industry which had led to 

the collapse of the longý established collective bargaining machinery. 

The disputes were over attempts by the employers to impose the More 

Looms System and pay cuts. In 1932 the weaving Employers unilaterally 

pulled out of the collective bargaining machinery and this led to the 

intervention of the Chief Conciliation officer of the Ministry of 

Labour through whose good offices the machinery was re-established 

under the Midland AgreEment. However, non-federated Employers went on 

to undercut federated employers and this led to joint moves by the 

Employers and the unions to obtain statutory backing for collective 

agreEments. The first Uniform List was published in 1935 and the second 

in 1937. (35) 
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The Search for an Overall Scheme for the Industry 

In the early 1930s schEmes covering the whole cotton industry had 

come to nothing. only sectional schemes had any success, notably the 

spinners' capacity reduction scheme and the weavers' legally-backed 

collective bargaining System. The trade unions opposed the first and 

were instrumental in bringing about the second. As well as the above 

two schemes which involved legislation there were also moves to 

voluntary price control schemes, particularly in the spinning 

sector. 
(36) These measures, however, were thought to be insufficient to 

restore the prosperity of the industry and from the mid-thirties there 

were renewed attempts to develop a scheme for the whole industry as 

well as new, more restrictive sectional schEmes. 

A number of factors influenced the tendency towards the search 

for an industry-wide solution to the crisis in the cotton industry. 

The first was changing attitudes among scme Cbnservatives to the proper 

relationship between government and industry. The second was the move 

by trade unions to collaborate with the Employers on drc-wing up policy. 

Thirdly, the precedents established by government action in the 

spinning and weaving sectors, and in other industries, encouraged 

further action. The search for an overall scheme for the industry 

finally resulted in the passing of the Cbtton Industry (Reorganisation) 

Act, 1939, an Act which has an important place in the history of 

industrial legislation in the 1930s despite the fact it never came into 

force because of the outbreak of the war. 
(37) 
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The change in attitude in the 1930s among at least some m(ýnbers 

of the Conservative Party with regard to industrial questions is well 

known. (38) The effect that this change had on policy in the 1930s is, 

however, more debateable. Some have argued that the ideological change 

had a major influence on policy, while Hannah has argued that at least 

far as manufacturing industry was concerned the influence of the 

collectivists was minimal. 
(39) Certainly Runciman, President of the 

Board of Trade between 1931 and 1937, did not share the views of the 

collectivists, but his successor, Oliver Stanley, was known as a 

'planner'. (40) This is not to say, however, that the collectivists did 

not have any influence on policy proposals. In the case of the cotton 

industry Roberts has shown that the Conservative Research Department 

was closely involved in the development of restrictive schEmes for the 

industry in collaboration with the joCjo. (41) 

Among Eanployers too there was a change in attitude to government 

involvEment in industry. Lord Melchett had proposed an Enabling Bill in 

1935 which would give statutory backing to reorganisation schemes 

developed by industry itself. (42) 
In the same year the Federation of 

British Industries established a committee under the chairmanship of 

the shipbuilder. Sir James Lithgow to consider policy for industrial 

organisation including Lord Melchett's Enabling Bill idea as well as 

the proposals put forward by Political and Economic Planning. (43) 

Melchett had proposed his Enabling Bill specifically to geL round the 

problem of having to pass individual Acts of Parliament for each 

industrial reorganisation scheme. His Enabling Bill would allow the 

enactment of statutory backing for approved schEmes through Orders in 

Cbuncil. The FBI were unhappy with this and closely observed the 
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passage of the Cbtton Spinning Industry Act to evaluate how efficient 

the normal parlianentary procedure was. 
(44) 

To this end the prcmoters 

of the Bill were contacted. 
(45) 

H. G. Hughes of the JCCrO could 

certainly see the advantages of an abbreviated Parlianentary procedure: 

Aft er our experi enc e with th e Spind 1 es Bi 11 ... I am quite 
sure that there is very little to be said for this met-hod 
except that it saves the Cabinet from having to find an 
industrial policy... Much as I dislike legislation by order 
in ODuncil, I cannot help feeling that it would be quicker 
and it would give fewer opportunities for deliberate 
obstruction by people who are not really concerned about the 
future of the industry. (46) 

In the event a general Enabling Bill had already been rejected by the 

government(47), but in the cotton industry attention turned to 

obtaining an Enabling Act for the industry as a whole, as a kind of 

halfway house between an Enabling Act covering all industries and 

individual Acts for each sectional schEme. 

The trade unions in the industry turned, as has been noted, to a 

policy of nationalisation for their industry, but their ccrwdtment to 

it was shortlived and weak. It was at best an act of desperation by the 

unions and a ploy to get the employers to move to some sort of state 

intervention and control of the industry. The leadership of the unions 

was not socialist, and indeed socialism was very weak in Lancashire in 

the 1930s, and this clea ly affected attitudes towards nationalisation 

in the unions. 
(48) It was therefore no great surprise that the unions 

supported the moves within the industry towards some form of self- 

goverment. 
(49) 
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The precedent set by the ODtton Spinning Industry Asc-t led to the 

devising of other sectional schemes in the industry. In DeCErrber 1936 

the Textile Dyers' Association put a scheme to the Board of Trade and 

were followed in March 1937 by the Federation of Calico Printers. (50) 

The basis of both the printers' and dyers' schemes was more radical 

than the previous schemes extending as they did beyond capacity 

reduction: both envisaged the formation of a statutory cartel backed up 

by a 'ring fencd round the industries to prevent unauthorised entry to 

the trade. 
(51) Both proposals were rejected by Runciman on traditional 

economic grounds despite the intercession of a delegation headed by 

L, ord Derby and the support of the jCCro. (52) 

In the process of rejecting the printers' and dyers' Schemes the 

government made it clear that it would welcome industry wide schemes 

which did not involve 'ring fence' proposals. Both the JCCTO and the 

Conservative Research Department had been working on industry-wide 

schemes and both hoped that the replacement of Runciman by Oliver 

Stanley at the Board of Trade would improve the prospects for 

legislation on the cotton industry. Stanley's appointment to the Board 

of Trade had been seen a as major opportunity for action by those 

proposing restrictive schEmes. Runciman's hostility to them was well 

known and it was hoped that given Stanley's sympathy for collectivism 

and planning, and his close association with Lancashire (he was Lord 

Derby's son), that cotton policy could move forward. (53) In the event 

Stanley was to disappoint Lancashire opinion by pressing for changes in 

the proposals. 
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On coming into office Stanley met Lord Derby's delegation which 

urged h3-m to accept the printers' and dyers' scheme and also but to him 

a proposal for an Enabling Bill for the industry. Stanley rejected the 

printers' and dyers' schemes on two grounds: firstly because they 

involved a 'ring fence' and, secondly, because the schemes were 

s"t-ional rather than ccrrprehensive. He did however encourage the JCCFO 

to prepare an industry-wide scheme which met his objections which would 

receive favourable consideration from the government. 
(54) 

The JCC`rO had first proposed an Enabling Bill in 1934 but it 

had been rejected by Runciman and the JCCIIO executive had shown itself 

in favour of an Enabling Bill again in November 1930-55) The 

Cbnservative Research Dr=partment too was working on a schEme and they 

presented proposals to Stanley and Chamberlain in June 1937. The 

Conservative Research Department's proposals were that legislation 

should be passed to establish a Cbtton Advisory CuTndttee and a Ootton 

Industry Development Board. This Board would finance export prcm0tion 

with public money and with money from a levy on the industry. 

Furthermore the Board and the Advisory Committee could receive 

proposals for reorganisation of the industry which would then be passed 

to Parlianent for legislative approval and backing, covering entry to 

the industry, prices and wages. 
(56) Many of the proposals in the repor-t 

found themselves in the subsequent JCCro proposals and eventually in 

the legislation of 1939, and indeed had been drawn up in collaboration. 

The result was the publication in October 1937 of the JCCIIO's 

Lancashire's Remedy which set- out the case for legislation and proposed 

a form for an Enabling Bill. (57) Within two months unions and employers 
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indicated their approval of the principles of the scheme, a development 

which was regarded as a breakthrough in the politics of cotton. (58) It 

should be noted however, that the JCCrO's plan did not specify 

particular courses of action to be taken by the industry but rather was 

designed to establish a mechanism through which collectively agreed 

actions would be given statutory backing. (59) There would be a ODtton 

Industry Board representative of the whole industry as well as an 

Advisory Ccm-nittee of three independent persons which would both advise 

the Board of Trade on cotton matters. The two bodies would have powers 

to approve sectional schEmes for the elimination of surplus capacity, 

price-fixing and the legalisation of collective bargaining. In addition 

the Cotton Industry Board would have powers to undertake collective 

services for the industry as a whole, for example in export 

promotion. 
(60) Powers to prevent entry to the trade were of course 

missing, as dEmanded by Stanley. 

The path from proposal to legislation was a long one and involved 

making concessions to the sensibilities of groups opposed to the 

legislation, particularly the merchanting and rayon interests. The 

original proposals were submitted to the Board of Trade in December 

1937 and more detailed proposals followed in February 1938. (61). In June 

1938 Stanley announced the goverment's intention to prepare a draft 

bill. Throughout this period there were extensive consultations 

concerning the proposed bill and in July and December 1938 the JCCTO 

presented revised proposals which essentially watered down some of the 

features of the original scheme. A White Paper includirxg the draft Bill 

was issued in February 1939. (62) Fbllowing the publication of the White 

Paper the Board of Trade condusted a ballot of employers in the 
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producing sections of the industry, a move which drew opposition 

because of the constitutional implications of the move: the decision as 

to wh eth er or not to 1 eg is 1 at e was proper 1yP ar 1i ament's and not th e 

cotton employers'. Stanley defended his decision to ballot on the 

grounds that hewas fulfilling apromise to the industry and because 

(63) the Bill was of an 'exceptional character'. Merchanting interests 

and the trade unions were consulted in more traditional ways. 
(64) 

The ODtton D-Oustry (Reorganisation) Bill differed in a nuTher of 

important respects from the original proposals, differences which 

represented concessions by the promoters of the Bill. The Ootton 

Industry Board of fifteen merrbers would have three meThers who although 

having special knowledge of the industry would be financially 

independent from the industry. The (btton Industry Advisory Ctrnmittee 

would advise the Board of Trade rather than the Board. The Board would 

have a special connittee, with mEmbers added frcin outside the ranks of 

the Board itself, to deal with export matters, the Export Development 

Ctnynittee. In addition procedures were laid down for the appointment of 

a Representative Advisory Council and a Rayon Committee. The Bill 

provided mechanisms for the obtaining of statutory backing for only two 

kinds of sectional schemes: redundancy schemes and price-fixing 

schemes. Quota schemes or 'ring fence' schemes were naturally not 

permitted, but neither were wage-fixing schemes. As in the original 

proposals the Board would act as a central body for the whole industry 

and would provide collective services and would be financed by a levy 

and by a small government grant. (65) 
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The Bill was very long and very cCmplex. Detailed procedures were 

laid down for appointments and for the mechanisms leading to the 

sanctioning by Parliament of sectional redundancy or price-fixing 

schemes. The procedure was as follows: first a scheme subject to the 

conditions set out in the Bill would be prepared; this would then be 

-d to the Board who would conduct a ballot of the appropriate 

section; if passed the Board would then consult affected interests and 

would receive representations and objections; if the Board approved of 

the scheme it would go forward to the Board of Trade and the Cotton 

Industry Advisory Committee which then had to consider further 

representations and objections; the Advisory Committee would then 

report to the Board of Trade which could change the scheme; if the 

Board did not approve of the changes a further ballot would be held; 

and, finally, if the amended scheme was approved, or no changes had 

been made the scheme would be placed before Parliament in the form of 

an order. (66) 

In the ballot the producing sections declared themselves in 

favour of the Bill. On a turnout of three-quarters of all firms, 

covering five-sixths of all Employment, there was a vote in favour of 

of 65% of firms-covering 72% of Employment and 70% of output. 
(67) The 

trade unions were also in f avour of the Bill, but the merchants were 

opposed. 
(68) This presented a problem for the government but, 

The government came to the decision that, on a producers' 
Bill, designed for the assistance of producers and designed 
to remedy the grave difficulties of the producers, it must 
be the decision and the wish of the producers which should 
have full weight. (69) 
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The government, therefore decided to introduce the Bill, although the 

gOverrment made it clear that it would welccme anendments. (70) 

The Bill was supported by both sides in Parliament. Although 

reservations were expressed about various aspects of the Bill, from 

questions of principle to questions of detail, the dominant mood was 

that something had to be done for Lancashire, and since Lancashire 

wanted the Bill, Lancashire should have it. It was recognised that the 

Bill broke new ground: Stanley referred to the Bill as 'exceptional' 

and 'almost experimental'. 
(71 ) There was a much weaker sense that the 

collectivist nature of the Rill presaged the shape of things to come in 

industrial policy. Stanley referred to the collective organisation of 

the Japanese cotton industry as a factor in its success, a reference 

which led George Lansbury to comment: 'We shall make Socialists of you 

all before we have finished' . 
(72) Not all socialists thought of the 

Bill as representing a move to some kind of socialism, and the Labour 

Party too had its difficulties with the Bill. 

I 
The Labour Party officially supported the Bill, but like many 

Cbnservatives and Liberals their attitude was aThivalent. Flor exanple, 

Labour's frontbench spokesman in the House of Lords said that the 

Labour P. arty thought it 'wrong in principle to create scarcity by 

destroying plant and preventing people frcm producing'. 
(73) The parLy's 

opposition was limited to pressing anendments, but here too they were 

in difficulties since the trade unions had already accepted the Bill. 

Nevertheless Labour moved two amendments, to ensure that workers 

received compensation when plant was scrapped and to increase the trade 
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union representation on the Ootton Industry Board. They were however, 

moderate amendments: one sought to change the clause concerning 

compensation to make it obligatory to compensate redundant workers, the 

other sought to increase the size of the Cotton Industry Board by the 

addition of two trade unionists to improve labour representation from 

three out of fifteen to five out of seventeen. Both amendments were 

def eated. 
(74) 

The most successful and determined opposition to certain parts of 

the Bill came from merchants and rayon interests. The merchants, 

naturally did not want to see prices controlled, while the growing 

rayon industry did not want to have itself tied to what it saw as a 

decaying industry. Both these interests were able to obtain anendments 

which gave them greater safeguards: the price-fixing schEmes had 

exceptions built in; it became more difficult for a price control 

scheme to be passed; the rayon interests obtained greater 

representation on the Export Development Committee, and got 

representation on the Cotton Industry Board itself. (75) 
overall the 

safeguards were strengthened by the amendments. 

WheLher the Act was workable was never tested in practice since 

the Act never came into force, it was first suspended and was finally 

repealed in 1947. (76) Had it come into force would there have been a 

rush to geL backing for redundancy and price-fixing schemes? One member 

of Parliament, who was closely connected with the cotton industry 

argued that it was possible to take a cynical view of the Act, 
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and that is to put the responsibility on the trade itself of 
turning down schemes which are put forward by sections of 
the trade. How ironical it would be if, when the Bill is 
passed, it is found that it imposes on the industry the 
expense of elaborate committees whose only effective work 
will be to prevent the legalisation of schEmes which are 
initiated by sections of the trade. If it were desirable to 
get out of the political difficulty without economic 
liabilities, I find it difficult to imagine a scheme which 

more suitable than this. (77) 

But even if the system worked he still had reservations about the 

possible impact of the Act: 

Are we putting a chain on individual enterprise to organize 
national economic fighting power, or are we erecting a 
facade of complicated committees which may do more harm to 
the industry than good... What a calanity it would be if the 
industry were forced into the form of a dictatorship economy 
without dictatorship drive. (78) 

Roberts has argued that the in the case of the cotton industry the 

informal industrial diplcmacy of the early 1930s was replaced by the 

formal system enshrined in the Act. While this outccme could be seen as 

the intended consequence of the activities of Board of Trade officials, 

it could also be seen as the consequence of pluralism in industrial 

politics in a situation where interests differed and had to be 

acccnrnodated. 
(7-9) What is clear is that the 1939 Act was a rEmarkable 

piece of legislation, granting as it did powers of self-goverment to a 

major industry. Nothing like it had been tried before, or has anything 

like it been atteTpted since. 

It was probably with a sense of relief that the government 

suspended the Act on the outbreak of war. Thereafter more urgent 

considerations guided the actions of ministers and officials, and the 
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Act was obviously too cumbersome to be useful for wartime control of 

the industry. on 18th SeptEmber 1939 an advisory body naned the Ootton 

Board was established by the President of the Board of Trade and the 

Minister of Supply. This Cbtton Board asked for extra-ordinary powers 

to be given it to 'lay down fixed prices, not simply maximum prices, to 

allocate raw materials; to call for information about productive 

capacity, output, stocks etc., to impose a levy on the use of raw 

materials, the proceeds to be Employed for research and promotion of 

the export trade'. 
(80) This the Goverment refused to accept and the 

Cotton Board protested: 'The President of the Board of Trade and the 

Minister of Supply, having set up a body for the specific purpose of 

advising them on the problErns of the cotton industry, not only reject 

its advice but are proposing to take action which appears to ref 1 ect 

(81) 
adversely alike on its ccrrpetence and irrpartiality'. In Nov Errber 

1939 the Ministry of Supply established the Octton Cbntrol, under Sir 

Percy Ashley as Controller. 
(82) 

At first the powers of the Cotton 

Control were little used, indeed, the years 1939 and 1940 were boom 

years for the cotton industry; for the f irst time in almost 20 years 

order books were full. The initial problEm was to ensure that as much 

output as possible went overseas to obtain foreign exchange rather than 

be consumed by economic expansion. Indeed the first Limitation of 

Supplies order, in April 1940, was made for cotton, linen and rayon 

goods. 
(83) 

At the beginning of 1940 Chamberlain made Sir Andrew Duncan 

President of the Board of Trade., with a mandate to increase 

exports. 
(84) It was clear that the cotton textile industry would be 
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particularly important in this respect, and one of Duncan's first 

actions was to enact the Cotton Industry Act, 1940. (85) This Act was 

short and simple: its purpose was to establish a Cotton Board with 

power to raise a levy to prcmote exports. At the sane time Duncan saw, 

and seized, the opportunity to provide the industry with a central 

organisation to act as a link between the industry at large and the 

(86) 
government. 

The Cotton Board consisted of 12 members. Three members 

including the Chairman were f ul 1-time and paid, the other nine were 

part-time. Of the nine part-time members three were to be trade 

unionists, six employees and were directly appointed by the Board of 

Trade but after consultation with interested parties. 
(87) The Cotton 

Board was therefore neither tripartite nor rEpresentative. Its first 

Chairman was Sir Percy Ashley, who combined the job with that of Cotton 

Controller, but was forced to resign his post as Chairman after 

pressure from Lancashire at his combining the two posts. 
(88) 

He was 

replaced as Chairman by Raym: >nd Streat, who rEmained Chairman of the 

Cotton Board until 1948, and its successor until 1957, and who became 

the central figure in the politics of cotton. 
(89) 

In 1958 on his retirement from the Cotton Board, and on the eve 

of a government sponsored and financed redundancy and re-equipment 

scheme for the cotton industry, Streat looked back despairingly at the 

policy initiatives of the 1930s, which despite so much effort cane to 

very little. While feeling that the efforts themselves had done same 

good by keeping up morale and encouraging some initiatives, he felt 

that 
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Neither in London nor in Lancashire could people be brought 
to believe that ... violently radical changes were 
necessary. Everyone meant well and tried hard, but 'too 
little too late' was the outcome in terms of positive 
action. 

t9b) 
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Chapter Eight 

THE STATE AND THE (1717M TEXTILE INDUSTRY, 1941-1951 

The last chapter showed that the state intervened very reluctantly 

in the cotton industry, and did so in such a way as to minimise the 

economic effects of intervention. The state merely provided 

legislative backing, and later a procedure for obtaining such backing, 

for collectively-agreed proposals to deal with the econcmic environment 

of firms. It did not support all potential collective proposals, for 

example it rejected 'ring fence' schemes, but accepted redundancy, 

price-fixing and, to a lesser extent, wage-fixing schemes. Broadly 

speaking the state sought to provide legislative backing which was 

necessary in the cotton industry to achieve collective action which in 

some other industries could be brought about without such backing. 

Frcm the beginning of the war, and especially from 1941, the 

relationship between the state and the cotton industry was very 

different. After 1941, when the industry was 'concentrated', and its 

exports redýced to a minimum, the state played an increasingly 

important part in planning and controlling the industry. The econonuc 

environment of firms was now directly controlled by the state. At the 

same time there were changes in attitude towards state intervention to 

reform the industry: in the Board of Trade, during Hugh Dalton's 

Presidency, there was a move to more interventionist thinking; the 

trade unions became more important in policy making and re-affirmed 

their comitment to nationalisation; and, the industry as a whole had a 

spokesman, Sir Raymond Streat, who was in favour of close relations 
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with the state and the reform of the industry. The war prcmpted 

discussion and dispute over the future of the industry, especially 

because it was clear that a vital exporting industry like cotton would 

have to re-expand after the war to bring in foreign exchange. However, 

there were fundamental disagreements as to whether this should involve 

re-equipment of the industry and change in its structure, or,, simply 

bringing back workers in their pre-war numbers to work the old 

machinery in the old industry. on these matters the Board of Trade 

took an interventionist line, the government as a whole was undecided 

and hesitant, the employers clung to the idea that the structure of the 

industry was ideal, and the unions remained trapped between a desire 

for change and suspicion of modernisation. 

The reformers, who included Dalton, Ernest Bevin, john Maynard 

Keynes and Sir Henry Clay, together with the Cotton Controller of the 

Ministry of Supply, Frank Platt, argued that reform should be 

concentrated on the spinning and merchanting sectors. The employers in 

their turn opposed the very idea that reform was necessary, and were 

backed up ori a number of occassions by the econcmist John Jewkes, who 

became involved in cotton policy in 1944. In the event the reformers 

were to fail due to the unwillingnes of the Coalition government to 

entertain radical industrial policies, and to the insistence of the 

Labour government that policy changes should be brought about by 

agreement, rather than by compulsion. The extraordinary extent to 

which the state went in its attempts to secure agreement is shown in 

the number of investigations which were made into the industry, and the 

continued existence, in various forms, of a forum for discussion. In 
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the end the search for agreement was futile and the limited measures 

encouraging reform that were initiated did little if anything to 

prevent the further decline of the industry. The fact that 

intervention in the industry was unsuccessful did not mean that it was 

not tried. On the contrary, cotton held centre stage amongst private 

sector industries as the prime candidate for reform and the failure of 

reform in cotton was an important part of a much wider failure. 

The Cbntrol of the ODttm Industry 

The wartime and postwar industry was controlled in many ways, but 

the basic control, as in many other industries, was that over the 

industry's raw material, raw cotton. There were also controls on the 

selling of cotton goods through rationing, on the quality of production 

through the Utility scheme, on prices, on labour supply, and through 

the actions of the state as custumer for an increasing proportion of 

the industry's output. The control of raw cotton was carried out by 

the Cotton Control of the Ministry of Supply, established in 1939.1 The 

first Controller was a civil servant, Sir Percy Ashley, but he has 

replaced in 1941 by the managing director of the Lancashire Cotton 

Cbrporation, Frank Platt, who remained in charge until the end of the 

2 war. The first element of control was the licensing of importation, 

which was still carried out by the merchants of Liverpool and 

manchester. From March 1941 the markets were closed and all cotton was 

requisitioned by the Control. Frcm 1942 this requisitioned cotton was 

handled by Cotton Tirporters and Distributors Ltd., a company formed by 
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the Liverpool and Manchester merchants. The system was further 

tightened by the use of only selected merchants as agents of the 

3 Control. After the war the Control passed first to the Board of Trade, 

and in 1948 its functions passed to a new public board, the Raw Cotton 

Ccmmission, established by the Cotton (Centralised Buying) Act, 1947, a 

unique body for peacetime raw material control. It was not until 1954 

4 that a free market in raw cotton was re-established. 

The control of raw cotton was used to control the cotton industry 

as a whole. These controls were greatly extended as the war 

proceeded. From 1940 a priority system was in operation, but from 1941 

licenses were required for the spinning of cotton. Allocations were 

made to users who then placed orders with firms which then had the 

necessary authorisation to obtain raw cotton. In 1942 the Control took 

over all the placing of orders and therefore dictated to firms what 

5 they should produce and who for. The Cotton Board had no role in the 

planning of the industry, but was concerned with certain important 

subsidiary functions, notably exports, certain aspects of the 

6 
ooncentrati6n scheme, the Utility scheme, price control, and policy 

for reconstruction. 

Ooncentratim of the Industry 

One of the most serious conflicts between state and industry came 

with the unilateral decision by the state to contract 'non-essential' 

industries, announced in March 1941 by the President of the Board of 
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Trade, Oliver Lyttleton. The essence of the scheme was concentration,, 

by which the rema=ng production would be carried out In plants 

working as close as possible to full capacity, rather than allowing a 

Ispread over' of work through entire industries. According to 

Lyttleton, the scheme was not intended 'in the industries affected, to 

found a new order of industrial organisation in a doctrinaire 

7 framework' . It was to be voluntary and to be organised at local level: 

it was expected that firms would sell production quotas to one another 

to ensure that production would be concentrated in the most efficient 

firms. This local and commmercial element was regarded as important, 

since according to Professor G. C. Allen, who was involved in the 

concentration effort: 'The Government definitely rejected methods which 

involved the formulation of "schemes" for whole industries by 

representative bodies, and the policy thus represented from the outset 

a marked contrast to pre-war rationalisation., 
8 

In the cotton spinning industry things worked out rather 

differently from the plans. The employers were against the 

ooncentratioti idea, and preferred the spread-over system that had been 

used in the industry in the first world war. 
9 The Cotton Control, 

meanwhile, had decided to push ahead with concentration using its 

powers through the licensing system directly, to save shipping space 

and to release labour in those parts of lancashire with especially high 

demand for labour in munitions plants. By mid-April 1941 the Control 

had designated certain mills as 'nucleus firms' and warned others that 

their allocations would be terminated. 10 Although the Controller had 

consulted with the firms, it is clear that their views were not taken 
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into acoount. 11 Nevertheless after the first batch of firms were 

designated the Board of Trade asked the Cotton Control to call a halt 

to bring into operation the voluntary schemes cis envisaged by the 

government. 12 However, voluntary schemes were not agreed and by June 

the Control had finished its selection process. 13 The industry was 

reduced to just over 60% of its capacity. 

In cotton spinning, therefore, there was canpulsory 

rationalisation brought about by highly discriminatory state action. 

Unfortunately, the actions of the state were constrained by the local 

requixements of the war economy, and could not therefore be directed 

exclusively at improving the efficiency of the industry. Certainly, 

other things being equal ring spindles were kept in operation in 

preference to mules because they used female labour, 14 but the need to 

balance production and to close those mills closest to munitions 

factories nullified much of the effect. The immediate outccme was 

bitterness in the industry,, and although the chairman of the cotton 

Board privately thought that concentration might 'turn out to be a 

blessing in, disguise by breaking out the stasis in the industry and 

creating opportunities of fundamental re-groupings and reforms'15 this 

was not to be the case. Indeed the Cotton Board organised the 'Care 

and Maintenance' scheme by which running mills contributed a levy to 

maintain closed mills in working order. 
16 in the cotton industry 

concentration was reversed quickly after the war, and only a small 

number of firms did not re-open, furthermore, changes in the structure 

of the industry were negligible. 17. 
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The Clotten Board and the ODttm Irklastry 

As has been noted,, it was the Cotton Control that was the 

directing and planning agency for the cotton industry in wartime. The 

Cotton Board, which had been established in early 1940, primarily to 

increase exports and to act as the collective voice of the industry, 

had no major role in this, but it was to have a major role in 

discussions on reconstruction policy. In all the work of the Cotton 

Board the personality of its Chairman, Sir Raymond Streat, was of 

considerable importance. Unlike his predecessor, Sir Percy Ashley, he 

was well known and respected in Lancashire, both by the producing 

sections and the merchants: he had been employed for many years by the 

Manchester Chamber of Ccmerce. 18 Streat did something to shift 

Lancashire op=on towards rricdernisation, but never enough to satisfy 

the likes of Hugh Dalton and Stafford Cripps, who while appreciative of 

his diplomatic skills, remained suspicious of his motives. Streat's 

career was an unusual one for he spent it as what might be called a 

professional' industrial civil servant and diplomat, and unlike most 

businessmen, and like some civil servants, diplomats and politicians, 

he kept a diary, with more than half an eye on publication, which is a 

valuable source in the study of industrial politics. 
19 

Streat's job at the Cotton Board was far from easy, and he rightly 

considered it an achievement to have kept the Board in being as a link 

between state and industry and as a forum for the industry to discuss 

its problems and elaborate a collective policy. Th help in this he 
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started the Cbttan Board Trade Ietter, which went out to employers and 

trade union leaders, in which he had a personal column. The 

difficulties he faced may be seen in his somewhat despairing comment in 

the second issue, where he noted he was 'surprised to find how many 

people fail to realise the Cotton Board is not a Government department 

but an independent body set up by Act of Parliament for the good of the 

industry'. 20 Indeed, Streat described the Board as the 'combined 

general staff' of the industry. 21 According to his own account Streat 

made progress in 'gradually building up a doctrine of ocamon interest 

and fair play which is very interesting to observe ... the technique is 

not put down in black-and-white, but amounts to public school standards 

22 
and form refereeing of a decent, loyal team'. At the same time Streat 

wanted to increase the power of the sectional trade associations such 

that they would become involved in policymaking and commit their 

members to particular courses of action rather than seek maximum 

possible consensus; as Streat put it in his own inimitable way: 'Our 

role is to build them up rather than build ourselves up: I think it is 

23 
a good English way'. Of course, Streat's ambitions are enough to 

condemn him'in the eyes of those who believe that the last thing 

British industry needed was to ape the army, public schools, and the 

English in general but these values were necessary for the creation of 

a common programme. 

By mid-1 942 the crisis of adjustment of the industry to wartime 

conditions was over and the Cotton Board was able to combine routine 

administration of those areas for which it was responsible, with the 

search for a policy for reconstruction. This would bring difficulties 
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and dissent within the cotton industry itself and between the Cotton 

Board, as represented by Streat, and the Cotton Control headed by Frank 

Platt, and indeed, between the Board and the Board of Trade. 

Reconstruction POI-icy 

In September 1942 Hugh Dalton, the President of the Board of 

Trade, on a visit to Lancashire put reconstruction of the industry on 

the agenda, thereby starting a debate that would not end until the late 

24 1940s. From the beginning there was controversy: in the same month 

the Manchester Chamber of Commerce passed a resolution directed at the 

establishment of a new employer/union body to formulate plans for 

reconstruction. However, the resolution included a reference to the 

need to maintain private enterprise25 which the unions would not 

26 
stomach, and in the event the employers met alone as the Cotton 

Industry Conference, which in April 1943 asked Dalton to consider wider 

representation of employers on the Cotton Board, thereby reducing the 

proportion of union representatives. Dalton rejected this and instead 

suggested co-option of more members onto the Cotton Board to discuss 

27 reconstruction matters. This extended Board, known as the Cotton 

Board Committee to Enquire into Post-war Problems, first met in May 

1943 and was to play a central role in reconstruction discussions 

during the war. The representation of trade unionists on this 

28 Committee was greater than on the Cotton Board itself. 

The Post-war Committee worked throughout the second half of 1943 
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to prepare a report29' which Streat, as Chairman, drafted. Indeed the 

report was very much his and he was personally hurt at the hostile 

30 response it provoked, both in government and in the press. It was an 

important report because it was the first reconstruction plan from a 

major industry during the war, 
31 

and this was ref lected in the fact 

th-a-t., following its publication Streat had personal interviews with 

Dalton,, Lords Keynes and Woolton, Professor Sir Henry Clay and various 

senior officials of the Board of Trade. Their reaction was negative. 

The Board of Trade particularly objected to the main plank of the 

32 
report: 'price-management' for an unlimited period. Keynes thought 

the report too pessimistic about the prospects of the industry: he felt 

that Streat had 'given way to despair up against the bone-headedness of 

the old men in Lancashire', and that what was needed was re-equipment 

33 
and amalgamation so that young men could 'push out the bone-heads'. 

Keynes was not alone in his disparaging comments on the cotton 

industry, as Streat well knew. Writing to Streat in 1945 Dalton said 

that 'at the bottom of the class of export industries sit those two 

dunces, Cotton and Coal'. 34 Dalton was equally scathing about 

Lancashire MPs he met in connection with the report: they were 'dead 

from the ankles up ... All they seem to know is that there was an Act 

of Parliament passed some years ago ... and they would like it, or 

scmething rather like it in force., 35 Dalton further recorded in his 

diary that perhaps it might be better to 'let this damned industry stew 

in its own j uice and look for other ways of employing our people and 

getting exports' - 
36 The view from London was that the industry was 

incapable of coming up with policy that met the needs of the industry 

or the nation. 
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Dalton's major objection to Streat's proposals was that they would 

do nothing fundamental about the structure of the industry, and 

especially about spinning and merchanting. In this regard Dalton 

favoured the views of the Cotton Controller, Frank Platt, who in 

December 1943 had proposed a reform package to the Minister of 

Reconstruction, Lord Woolton, consisting of ccmpulsory mergers in 

spinning, the formation of a strong spinners' trade association, 

37 centralised exports and other measures. Indeed Dalton considered 

taking up Platt's suggestion that a small independent committee should 

investigate the industry, including both Keynes and Sir Henry Clay. 38 

39 Keynes himself argued in favour of this proposal. Overall there was 

strong support within the Board of Trade for doing something about 

spinning, but Streat outmanoeuvred such a policy by getting both the 

Cotton Board and the Post-war Ccrmuttee to agree to a form of words 

supporting voluntary amalgamation in spinning. 40 

Ernest Bevin entered the fray of cotton politics when in March 

1944 he presented Dalton with some new ideas for the reform of the 

industry, ideas which would form the basis of the policy for cotton 

Dalton would later put to the Reconstruction Committee. Bevin suggested 

a state monopoly over raw cotton and standardisation linked to 

price-fixing, to which Dalton added compulsory amalgamation in 

spinm-ng. 
41 Because Platt was away in the United States and because of 

opposition to the plan from his own officials, Dalton left the plan 

until the autumn. 
42 In September Bevin urged Dalton into a 'show-down' 

with the Tbries on the Reconstruction Committee by insisting on the 

establishment of a strong Spinning Board which would be the sole buyer 
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of raw cotton and the sole seller of yarn, which would also have the 

power to fund re-, equir-ment and to force amalgamations. 43 The proposal 

was put to the Reconstruction Committee in September. 44 Professor 

Jewkes, now adviser to Lord Woolton, produced a damning comment for his 

minister arguing that Dalton's proposal was 'more dangerous than the 

Cotton Industry Act, 1939', and that there was no evidence that 

45 amalgamation in spinning would have any effect. At the Reconstruction 

Committee Woolton expressed his opposition to all the principal 
46 elements of the plan. Unfortunately for Dalton Bevin was not able to 

attend because of illness. Dalton's failure provoked him to record in 

his diary: 

Some day some Government will have to take this 
wretched industry by the scruff of the neck and 
compulsorily reconstruct it into planned efficiency. But 
not this Government at this stage of the war. None the 
less, I am on the record here, as on various other issues 

... as having advocated positive and bold policies, which 
my colleagues in this rag-bag Cabinet redn't swallow. 
But this is for history and for the future. 

Indeed, Dalton had insisted that a full record of the Reconstruction 

48 Committee meeting be made. Writing to Herbert Morrison in October 

1944, Dalton made the more general complaint that he had had very 

little success in pushing through radical policies for coal, cotton or 

iron and steel: 

... I doubt whether there is any real chance in the 
course of the next few months, of getting out of this 
Government, composed as it is, and depending on this House 
of Commons, any serious constructive contribution to 4? 
increased efficiency of this central group of industries. 

Dalton made a statement on cotton policy as authorised. by the 

Reconstruction Committee when he met the post-war committee on 19 
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September 1944. It suggested a way forward but did not involve any 

compulsion. The statement made five points: there should be 1) 

amalgamation in spinning, 2) re-equipment, 3) an overhaul of 

merchanting, 4) introduction of a simplified wage structure, and 5) 

double-shift working. Furthermore, the industry could assume that the 

1939 Act would come into operation. 50 Streat replied with five points 

of his own: the industry should be allowed to make profits to allow for 

modernisation; trade treaties should be negotiated; labour should be 

brought back from the munitions industry; material allocations to 

machinery makers should be generous; and, restrictions on building and 

alterations should be eased. 
51. Although Streat argued that the 

Reconstruction Ccxmdttee's proposals meant there would be 'no 

compulsion applied to persons or property and there is going to be no 

attempt to ran the cotton industry from London or by the State' it is 

52 
clear that even they were too much for Lancashire opinion. 

In December 1944 the reformers got a powerful, if somewhat 

belated, boost with the publication of Frank Platt's Report on his 

mission to, the United States. Platt was sent by the Ministry of 

Production to investigate productivity, and produced a Report that 

astonished many with the bad showing of the British industry. Platt 

put the blame firmly on antiquated machinery and structure, as was 

noted in Chapter Six. Platt singled out the spinning section as the 

prime candidate for reform, not because it was the least efficient, but 

because he thought it would be the easiest to reform. 
53 
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The Board of Trade 

The Board of Trade has rightly been seen as a bastion of laissez 

faire thinking within the state machinery. This was one of the reasons 

the 1964-1970 Labour government by-passed it when embarking on its 

54 industrial policy initiatives. Certainly in the 1930s and 1940s the 

Board was suffused with orthodox liberal thinking. However, this did 

not prevent the Board undertaking some major control functions over the 

wartime and postwar economy. What has perhaps not been fully 

appreciated is the extent to which temporary and permanent civil 

servants,, particularly during Hugh Dalton's Presidency, and 

particularly in the Internal Reconstruction Department, proposed 

radical policies for industrial control. Two of these civil servants, 

Hugh Gaitskell and Douglas Jay, were later better known as 

politicians. 

Gaitskell was certainly very critical of the most senior civil 

servants in the Board. He described one as 'One of the real enemies of 

the war effort. ' 55 But not all were regarded in this way. A notable 

exeption was G. L. Watkinson. 56 But, the dissatisfaction with the rate 

of policy change during the war went much further than criticisms of 

senior civil servants. As Gaitskell wrote to Christopher Mayhew in 

1943: 

If you are interested ideas and plans alone , its 
quite fun, but of course its far harder to get any 
decisions & when it comes to long run issues almost 
impossible. So one is apt to be very discouraged. One of 
the alarming things I notice is the very great gap between 
what I believe is the popular attitude to post-war - which 
is now much more socialistic & the attitude of the 
businessmen we have to deal with which is for the most part 
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reactionary & capitalistic ... there is such a very real 
struggle for industrial power ... the Director class ... 
are really much less concerned with maximising profits than 
with just exercising arbitrary power. They regard 57 shareholders as a bore ... and ... the state as a menace. 

Thus, the civil service was by no means the only barrier to change: 

ministers and business also played their part in holding back the tide 

of reform. There was only one major success in industrial policy for 

Dalton and his young lieutenants, the passing of the Distribution of 
58 Industry Act, 1945. 

If the Board of Trade failed on cotton, it also failed to get its 

wider industrial policy accepted. The Board had presented wide-ranging 

and controversial proposals on industrial policy to the Steering 

Committee on Post-war Emýployment. The Steering Committee's Report had 

included a chapter on industrial policy reflecting the views of the 

Board, but the subsequent White Paper, Emplayment Policy, did not 

contain industrial policy proposals. One of the principal proposals 

made in the Steering Committee's Report was the establishment of an 

advisory Industrial Commission, to enquire into industrial efficiency, 

to take over'the work of the prewar Diport Duties Advisory Corrnittee, 

and to investigate monopolies and restrictive practices. As was noted 

in Chapter Five, this proposal was attacked by Cripps. But the Board's 

initial proposals went further. They had proposed to establish 

Industrial Boards, through an Enabling Bill which they hoped to have 

passed before the end of the war. 
59 The Board's officials in the 

Internal Reconstruction Department felt that active measures by the 

state would be essential after the war to encourage industrial 

efficiency. They argued that the maintenance of controls in the 

post-war economy, itself necessary for economic stability, would 
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discourage industrial enterprise, both because it would imply a limit 

on prof its and because they anticipated a hostile political campaign 

against the controls. Interestingly, an analogy was made with the 

actions of industrialists in the crisis 60 year 1931. Th overcome arry 

industrial malaise or political hostility they proposed an Industrial 

Ccmmission with powers to: 1) advise the government on tariffs, 2) 

promote amalgamation, 3) prepare schemes to deal with surplus capacity, 

4) advise the Board of Trade on re-equipment subsidies, 5) advise the 

Board of Trade on its industrial activities in general, and 6) to 

investigate cartels and restrictive practices. 61 But the key power to 

promote industrial efficiency was the proposal that the Commission 

would have the power to refuse registration on Industrial Boards to 

inefficient firms, which meant that they would not be able to trade. 

This controversial proposal was not at f irst made explicit, but was 

taken up at the Departnental Reconstruction CýxmTattee. 62 although 

Watkinson was reluctant to 'ccme right into the open' on this 

63 question. 

The officials argued that these powers were essential to increase 

industrial efficiency. In particular they looked at what they saw as 

the failure of rationalisation in the 1930s, which was on the whole run 

on voluntary lines. Those initiatives did not necessarily lead to the 

elimination of the most ineff icient f irms since 'ineff icient f irms can 

go on being inefficient just as long as their creditors allow thern to - 

and that ca n be a very long tim 64 
e'. The power to refuse registration 

proposed would act as the ultimate sanction to force reorganisation and 

arnalgamation of industries and firms, and would also avoid the problem 

- 303 - 



in capacity reduction schemes operating on a willing buyer/willing 

seller principle of financially strong but technically weak firms 

coming out on top. In the event the proposal was dropped by the Board: 

registration with Industrial Boards would not be compulsory but 

autcmatic. 
65 Instead a new power was proposed, that the ccamission 

could propose to the Board of Trade the compulsory purchase of one firm 

66 by another at a price decided on by arbitration. It appears that the 

government approved in principle the idea of an Enabling Bill to set up 

Industrial Boards, but that the proposal foundered because of 

oppositibn from industry. 67 

The Board of Trade officials were not alone in proposing 

industrial boards during the war. The Nuffield College Conference had 

argued for them, and the TUC was later to do the same. At the same 

time the war had seen boards, notably the Cotton Board, being set up, 

and proto-industrial boards in the form of Export Groups under the 

68 Industrial and Export Council of the Board of Trade. In addition 

trade associations had received many delegated powers of control in 

69 many industries. Indeed, the FBI established a Committee on 

Industrial Organisation under Sir Charles Bruce Gardner to consider the 

various proposals, and the implications of the war for future 

70 industrial organisation. In the event, however, the Committee's 

discussions centred on the role of trade associations and especially 

whether membership should be compulsory and whether they should be 

given legal powers over their members. These questions were argued 

over between 1942,, when the Committee was set up, and the publication 

of its report in 1944. A questionnaire survey of trade associations was 

- 304 - 



carried out, which showed that most were against giving trade 

associations compulsory powers, a conclusion reflected in the report. 71 

Although the FBI argued for greater consultation between state and 

industry they were not prepared to go down the road of compulsion, much 

less consider state involvement in industrial boards. By contrast the 

TUC was in favour of industrial boards. The TUC Interim Report on 

Reconstruction made a great deal out of tri-partite industrial boards 

which would have the power to fix prices with the approval of 

Parliament, and its proposal that trade associations should be 

prohibited from price fixing. 72 

At the end of the war, therefore, there was no agreement as to 

post-war industrial policy. Industrial boards meant different things 

to different people, the FBI was against them, and the government was 

undecided about its overall policy. The election of a majority Labour 

government, and the translation of Cripps to the Board of Trade, 

although seeming to herald a new departure in industrial policy, in 

fact led to much of the same indecisiveness that prevailed during the 

war. Perhap! § there was only one definite change, and that was the 

acceptance of tri-partism. on a wide scale. Indeed, bodies like the 

Cotton Board, which had not been tri-partite were made so (see Table 

8.1). 

'Ihe Cbttcn Warking Party 
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Membership of State Appointed bodies concerned with the Cbttcn 
Industry 

Body and Representatives of 
Date Employers Operatives Independents 

Spindles Board 
Advisory Cttee 0 

Cotton Industry 
Board (1939 - 
not appointed) 9 2 3 

Cotton Board 
(1940-1948) 6 3 3 

Post-war Cttee 
(1943-1945) 16 9 3 

Cotton Working 
Party (1945/46) 4 4 4 

Cotton Board 
(1948-) 4 4 3 
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In August 1945 Cripps made his f irst visit to Manchester as 

President of the Board of Trade to Outline his Policy towards the 

cotton industry. 73 The early visit underlined the importance the new 

goverment attached to the industry,, and the need to expand it as 

quickly as possible to increase exports. The government was prepared 

to give financial support to the industry and at the insistence of the 

Cabinet Cripps reserved the possibility of nationalising the industry 

74 if it did not improve its efficiency and its working conditions. On a 

second visit to Manchester some weeks later Cripps announced his 

intention of appointing a tri-partite working party to enquire into the 

problems of the industry. Given the existence of the Cotton Board and 

its Post-war Committee the employers reacted with scme hostility. 75 

But, on a further visit at the end of September, Cripps got the 

Post-war Ccmmittee to accept his plan and following consultation with 

the employers and the unions the Working Party was appointed in October 

1945.76 The fact that the Labour government decided to by-pass the 

Cotton Board and its Post-war Committee is not surprising given 

Dalton's earlier experiences, but the origins of the 'working party' 

proposal were wider than this. On coming into office Cripps had 

discussed the possibilities of establishing first 'joint industrial 

committees' and then 'tri-partite commissions' to investigate certain 

77 industries, and eventually settled on the term 'Working Parties' to 

suggest activity rather than the dead hand of bureaucracy which 

78 'committee' or 'ccmmission' implied. As far as cotton was concerned 

'The Labour Government ... aimed neither at the Cotton Board where 

representation was not equal nor at the 1939 formula which conferred 

powers which ought to reside only in Government., 79 More generally, 
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however, Cripps was concerned to let the consumer voice be heard. As 

he put it: 

Three conditions are essential, firstly advice must 
ccxne from the industry itself because that it where all the 
past experience resides; secondly employers and workers 
should be equally represented because both sides not only 
have a contribution to make but will also have to cairy out 
any plans that may be decided upon; and thirdly the public 
and Parliament must be satisfied - whatever the 
recommendations may be - that they are fully in the 
national interest and that the two sides of industry have 
not 'gang---' up' against the consumer for their own 
advantage. 

g'd 

For this reason it was particularly important that the chairman should 

be seen to be independent. The Chairman of the Working Party was to be 

Sir George Schuster, a former National Liberal MP, who was closely 

involved in the worlds of goverrnent and industry. 81 Although Streat 

had opposed the idea of the Working Party he resented the fact that he 

was not considered by Cripps to be sufficiently independent from the 

82 industry to be appointed as Chairman. The independence of the 

Chairman, and the fact that the chairman was additional to the 

83 
one-third of independent members had been insisted on by the Cabinet. 

It is important to note that the Working Party idea was not the 

only option open to Cripps, particularly with regard to the cotton 

industry. The 1939 Act and the Cotton Board as it stood were rejected 

as ways forward, but others remained, notably nationalisation or the 

Dalton/Bevin proposals of 1944. Nationalisation was favoured, at least 

in principle both by the textile unions and by the TUC. 84 Although 

Cripps had ruled out nationalisation altogether in a paper presented to 

Cabinet he was forced to backtrack as the Cabinet vianted to retain the 
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possibility of nationalising spinning if it did not modernise itself. 

Furthermore, the Cabinet had decided not to rule out the Dalton/Bevin 

85 proposals either. In fact important elements of this proposal were 

put into action, most notably the nationalisation of raw cotton 

importation, and the emphasis on refom of spinning, but unlike the 

original proposals, the measures put into action were much attenuated, 

and state control of raw cotton was not used to force modernisation of 

spinning. 

The key reason for avoiding the issues of nationalisation and 

compulsory modernisation was the opposition of the employers. They 

only accepted the establishment of the Working Party because Cripps 

assured them that it would not discuss nationalisation. Initially, for 

example, the Council of the Cotton and Rayon Merchants' Association and 

the Textile Exporters' Ccmittee of the Manchester Chamber of Commerce 

86 had been very suspicious of Cripps' motives. But, by October 1945 

they accepted because Cripps had said that the Working Party 'would not 

have any political bias', and indeed that 'politics had disappeared 

when the Goverment decided not to nationalise the industry'187 

Similarly, the Federation of Master Cotton Spinners' Associations had 

88 been very suspicious but came round when reassured by Cripps. It was 

certainly made clear to the Working Party that they should not discuss 

possible public ownership. For example, the Report noted that the 

proposals put forward by the UrIFWA in 1943 would not be considered in 

detail because they envisaged the eventual transfer of the industry 

into public ownership, and this involved 'a fundamental principle which 

we have felt bound to regard as incompatible with our terms of 
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reference'. 89 The point was re-enforced later in the Report were it was 

argued that the terms of reference made 'it clear that we are required 

to submit proposals based on maintaining the system of private 

enterprise', and indeed that 'the industry could not be expected to 

operate with confidence if a Sword of Darxcles of nationalisation were 

hanging by a hair above it'. 90 In fact the formal terms of reference 

did not refer to private enterprise. 

Had there been agreement on the Working Party as to policy for the 

industry matters may well have rested there. However, the independent 

members, and all but one of the employers, dissented from crucial 

recommendations of the Report, which unusually, had been drafted by the 

Chairman. 91 The basic thrust of the dissenters' argument, drafted by 

Professor Jewkes, was that individual firms were best able to judge 

whether re-equipment was in fact necessary, and that the structure of 

92 the industry was 'fully compatible with maximum efficiency. More 

generally, the dissenters argued that there was a 'serious danger that 

in the immediate future the cotton industry will be allowed to fall 

between two stools and to enjoy neither the advantages claimed for a 

state directed industry nor those of one which operates under free 

93 enterprise'. The dissent provoked the trade unionists to make clear 

on what basis they had joined the Working Party. While they accepted 

that the government had no intention of nationalising the industry, 

they argued that this only applied if 'the system of private enterprise 

would operate it efficiently and in conformity with the national 

interest'. 94 They felt that the dissenters believed that 'if you want 

more production, the chief way to do it is not to improve mechanical 
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equipment but to get more out of the workers': 95 the employers could 

96 not be trusted to be 'far-sighted and proghressive'. They therefore 

urged the government to accept the Report as it stood and warned that 

if the advice of the dissenters were followed they would be 'forced to 

regard a policy of nationalisation as offering the only solution. 97 

The polarisation of opinion on the Working Party greatly worried the 

Board of Trade. In May 1946, when the Report was being completed, a 

stream of telegrams went from the Board of Trade to Cripps, who was in 

India with the Cabinet delegation. The industry had to be 'guided to 

sound conclusions', there was a danger of 'misguided' stands being 

98 taken, and of 'moderate elements' being 'submerged'. 

The Report was very much in favour of collective action by the 

industry to modernise itself. The list of recommendations was 

impressively long and detailed including recommendations that there 

should be a survey of machinery, and investigation of the 

machine-making industry, a re-equipment levy to be balanced by an 

increase in yarn prices, horizontal and vertical integration, scrapping 

of surplus capacity, loan facilities, a tri-partite Cotton Council to 

replace the Cotton Board, and a central factory owned by the Cotton 

Council to act as a 'yardstick'. 99 

The government's initial response was very limited, involving as 

it did only surveys of machinery and the machine-making industry, and 

the continuation of the Cotton Board. 100 It was not until December 1946 

that the government's policy was fully announced. Cripps launched his 

'New Policy', or the 'Cripps Scheme' at a mass meeting of cotton 
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industry representatives. The policy was restricted to spinning, and 

did not involve any compulsion, or a re-equipment levy. A 25% subsidy 

would be given to selected schemes of modernisation that involved 

amalgamation of mills into 'manoeuvrable units'. To this technical 

modernisation was added a proposal that two-shift working should be 

introduced alongside modernisation, and that there should new methods 

of labour use. 
101 The extent to which the government was relying on the 

good-will of employers is further illustrated by the fact that the 

scheme for the re-equipment subsidy would not be introduced until there 

was a favourable response from the employers and operatives. Mass 

meetings of employers took place to discuss the scheme, where it was 

made clear that they didn't like it. 102 The principle objection was 

that they didn't believe there was any need for re-equipment: 'The bulk 

of the spinning machinery in this country is capable of competing with 

any machinery in the world, provided it could be staffed, and given 

equal trading conditions', therefore, in the opinion of the FMCSA, 'the 

Goverment should take energetic steps to facilitate the entry into the 

country of a large number of operatives from abroad'. As far as the 

grant was concerned, while they welcomed it they did not believe there 

was any need for amalgamation, and therefore the grants should be given 

indiscriminately. 103 The trade unions responded favourably. 104 

The scheme was launched in May 1947, but it soon became very clear 

that it would not be a success. ' 05 By November Streat was urging the 

spinners to make more use of the scheme. ' 06 The reasons were clear: in 

1948 the FMCSA noted that the scheme failed because spinners did not 

want to amalgamate, and did not want to modernise, even with the 25% 
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subsidy, because of fears about future price levels. ' 07 The government 

tried once more with the Cotton Spinning (Re-equipment Subsidy) Act, 

1948, but again results were extremely disappointing. 108 What is 

surprising is not the failure of these schemes but the state's enduring 

hope that the spinners would be converted to modernisation by 

exhortation and a little bribery. 

The Organisaticin and Development Act 

Just as the cotton working party was just one, if probably the 

most important, of the working parties established by Cripps, so it was 

that the decision to change the basis of the Cotton Board was part of a 

wider initiative in establishing industrial boards. Since 1945 Cripps 

had been considering the establishment of industrial boards under an 

Enabling Act, a policy which was pushed forward by the recoarnendation 

of most of the working parties that some forTn of tri-partite mechanism 

should continue in existence. 
109 From late 1946 there were 

consultatidns with the FBI and the TUC. The FBI, not surprisingly was 

opposed in principle to the use of an Enabling Bill, though it was not 

necessarily against single-industry schemes. It was also concerned 

that the state could set up Development Councils (as the industrial 

boards would be called) compulsorily, and that experimental factories, 

like the one proposed by the Cotton Working Party,, might ccmpete with 

private industry. 110 In general the FBI favoured state-industry contact 

through trade associations, or advisory councils, on which employers 

were in a majority; only in exceptional cases would they consider what 
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they called Statutory Supervisory Boards. "' After the publication of 

the Bill, the Manchester Chamber of CcmTerce expressed a typical 

employers' view: 

Whilst it was appreciated that the present President 
of the Board of Trade had given a guarantee that the 
opportunities presented by the Bill would not be mis-used, 
and whilst the word of the present President of the Board 
of Trade could be accepted in so far as he himself was 
concerned, the existence of such an enac"t upon the 
Statute Book was felt to be highly dangerous. 

The TUC was broadly in favour despite the fact that the Development 

Councils would be much weaker than the Industrial Boards they had 

proposed in 1944.113 

The Enabling Act, the Industrial Organisation and Development Act, 

1947, was passed in late 1947, and by March 1948 the Order for the 

establishment of the Cotton Board, 1948 was approved, making the Cotton 

Board, 1948, the first Development Council to be established. 114 For 

the new President of the Board of Trade, Harold Wilson, it was an 

occassion for hyperbole: 

Students of public administration might ... say that 
in the Cotton Board we have an entirely new conception in 
the relationship of Government to industry, which, avoiding 
the dangers of syndicalism, has provided a body which can 
speak for the industry and which at the Tr5e time, provides 
much needed leadership for the industry. 

Tn fact, the Cotton Board, 1948 represented a step back form the 

tri-partite precendent set by the Working Party. Streat was to be 

Chairman, and, in addition, there was one fewer independent member. 
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The Politics of knoduction,, Plaming and Exports 

It was clear that the Labour government had, by 1948, done very 

little to attempt to reform the structure and technology of the 

industry, and what little it had done was not very effective. By 1948 

it was accepted that the way forward was to bring more workers into the 

mills and to make them work harder, by subjecting workers to a barrage 

of propaganda. The campaign started in September 1947 when Cripps 

announced his export target for the cotton industry to a large 

representative gathering. 116 A full transcript of his speech was 

printed in a special issue of the (btton Board Trade Letter, 250,000 

copies of which were distributed. 117 However, it was not until the 

early months of 1948 that the campaign got into full swing. For 

example, in February Ness Edwards,, Parliamentary Secretary to the 

Ministry of Labour, said that 'the textile worker must make a 

contribution to our economy in 1948 to the same extent as was made in 

1947 by the mining industry. The textile worker is to be spotlighted 

this year as the miner was last year. ' 118 Every extra worker, said 

Edwards, pýoduced E1,000 worth of exports, which could be used in 

Canada to buy 152,000 dozen shell eggs, or 1050 cwt of wheat, 132 cwt 

of cheese, or 73 cwt of dried eggs. 119 In March Harold Wilson, George 

Isaacs and George Tomlinson descended on Manchester, and 40 

representatives visited the Prime Minister in London. In April a 

special meeting of 6,000 managers and workers was convened, with 

special trains laid on, to hear Harold Wilson,, George Isaacso, George 

Tomlinson and Herbert Morrison, all Cabinet ministers. Herbert 

Morrison's evocation of the Dunkirk spirit was shameless in its 
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extravagance: 

Very nearly eight years ago a great Englishman, 
Winston Churchill, called on us all for conduct worthy of 
our f inest hour. His call was answered. But I think we 
tend too much to think of that hour as belonging to 1940, 
or at any rate j ust to the years of war. I think we are 
still in the time of strain and stress of which the 
shooting war was one part; still in a patch of time which 
the world and our children will look back upon to 

-as our 
finest hour ... this is the cotton industry's hour. 120 

At local level too there were campaigns to increase production, with 

each town, and indeed each mill, being given a production target. In 

the town of Nelson, for example, a 'Nelson's Colum' was erected in the 

town square, which was illuminated at night and decorated with 

production targets and exhortatory posters. 
121 It is perhaps a relief 

to learn that this dismal Stakhanovism did not work. 122 At least the 

miners, who had been subject to an earlier campaign, worked in a 

newly-nationalised industry where investment was backed up by the 

state; the cotton workers did not. 

The failure to modernise the cotton industry raised the question 

of nationalisation once again. The Labour Party's Research Department 

put forward the case for nationalising spinning in 1948 as part of the 

Labour Partyls wider examination of possible candidates. 123 However, 

when the idea was put to Ernest Thornton, Secretary of the UTFWA, it 

became clear that while the unions were formally in favour of 

nationalisation, they answered, like St Augustine, 'not yet'. Although 

Thornton thought the industry should be nationalised in 1955, with a 

threat of nationalisation in 1950 if the industry did not modernise, 

and the reward of not being nationalised in 1955 if they did modernise, 
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it was clear that the unions did not relish the prospect of male mule 

spinners being replaced, as they would on modernisation, by female ring 

spinners. 124 Thus came to an end the Labour government's attempts to do 

something about the cotton industry, the largest industry controlled by 

the Board of Trade. 

The failure to modernise cotton,, and the failure of the Board of 

T'rade's industrial policy provoked some new thinking. Harold Wilson, 

although well-known for his 'bonfire of controls' is less known to have 

wanted to replace grobal controls over industry with a highly 

discriminatory industrial policy for the private sector. In a 

remarkably candid and wide-ranging memorandum written in May 1950 he 

put proposals for the reorganisation of state-private industry 

relations, noting that in this area there was 'almost a vacuum in 

Socialist thought'. He argued that in the medium and long term there 

was a need for state action, though not in the form of the wartime and 

post war controls, since these were non-discriminatory, and did not 

directly affect the actions of boards of directors. He rejected 

Development Councils because there was a danger that they would be 

capable 'of no more than the lowest common factor of industrial 

agreement'. Furthermore they had no power over individual firms, and 

singling out the Cotton Board, he noted there was a danger of 

'syndicalist' tendencies, and there was no likelihood that they would 

establish model factories to act as industrial leaders. 125 Instead, 

Wilson looked to a military-industry style provision of guaranteed 

markets and state competition, and the appointment of civil servant 

directors to the boards of each of the 2,000 to 9,000 largest companies 
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in Britain. 126 Wilson even argued that the wartime powers to take over 

management and ownership of inefficient firms should be made permanent 

and that it would be necessary 'to resist all attempts to limit them to 

127 defence cases or to firms supplying goods for the public services'. 

Such a conclusion came to late, and was in any case rejected by 

Wilson's colleagues, who preferred to go down the road of 

liberalisation and Keynesianism, despite Wilson's prescient warning 

that there was 'an acute danger' that Keynesian ideas would drive the 

Labour Party to a 'Maginot-like dependence on purely financial methods 

of preventing a depression' which could not cope with a 'real crise de 

128 confiancie of the 1931 type. 

In fact, there had been a limited, and ultimately doomed, attempt 

to transfer techniques of management and control developed for the 

services into the Board of Trade for civil purposes. In 1946 Cripps 

established the Board of Trade's Special Research Unit, made up of 

specialists in the new science of operational research, which had been 

developed for the Navy and Air Force. These specialists met concerted 

opposition and indifference from senior civil servants and 

industrialists, who resented the intrusion of specialist professionals 

into the essentially political world of state-industry relations, and 

were suspicious of the left-wing sentiments of the leader of the Unit. 

By the time Wilson came to write his memorandum the Unit had been 

closed down, though it did merit a passing reference. 129 
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Cbnclusicin 

In the case of the relation between the state and the cotton 

industry there was an extraordinary failure to bring about practically 

any change in the structure or performance of the industry. And yet, 

right throughout our period hardly a year passed without either an 

investigation of the industry or a proposal for reform. An 

extraordinary amount of time was spent on discussion, formulation of 

policy, consultation and legislation. Six important Acts of 

Parliament, if one includes the Industrial Organisation and Development 

Act, 1947, were passed for the industry between 1934 and 1948. Three 

different Cotton Boards were established between 1939 and 1948, as well 

as a Working Party and a number of specialist cwmissions. Cynics 

might suggest, as they did over the 1939 Act, that all this activity 

was a cover for inactivity, but it is argued here, that at least after 

1941 there was an intention to reform the industry, but any positive 

outcome was fatally compromised by the methods employed. 

It is important to note the great differences in policy before and 

after 1941. In the 1930s the state went no further than giving some 

legislative backing to strictly limited proposals for collective 

action, backing which was necessary to overcome free-rider problems in 

an industry with many firms. The measures were intended to affect only 

the environment in which firms operated, not their policies or 

structure. From the war, however, the firms' envirorffnent was directly 

controlled by the state. Production level, prices and quality were 

administratively fixed,, giving firms higher profits than they had 
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obtained for over a generation. In this context, and in the context of 

concern about productivity, the state moved to modernise the industry. 

But, despite clear evidence of the recalcitrance of employers, the 

state continued to rely on, and indeed encourage, the search for a 

collectively-agreed modernisation policy. The exceptions, such as the 

enforced concentration of spinning in 1941, the nationalisation of 

cotton importation in 1947, and the offer of conditional subsidies to 

the spinners from 1947, were of limited importance, and did not affect 

the underlying search for an agreed policy. When this failed the state 

did what it was later to do in similar circumstances: it exhorted 

workers to work harder. 

The case of cotton, in contrast to the case of aircraft, 

exemplifies 'corporate bias' as a mode of policy-making. The search 

for an agreed policy was in part designed to push out 'extreme' 

policies such as nationalisation. on the one side, and a quick return to 

laissez faire on the other. The changing patterns of representation, 

notably the increasing involvement of labour representatives, reflected 

the changing balance of power in society and the increasing emphasis on 

productivity. Certainly, the state made up for its lack of expertise 

in cotton matters by having representative bodies in close relations 

with itself. But, the fact that there were attempts to pursue a more 

radical interventionist policy, notably by Dalton and Bevin, and that 

Wilson realised that global controls and collectivist policy led to 

economic immobilismr suggest unintended outcomes. Furthermore the 

failure to prevent embarrassing dissent on the Working Party is an 

indication that 'corporate bias' was not always pursued with the 
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Machiavellian subtlety that was necessary. Nevertheless, it is argued 

here that the state showed a preference for 'corporate bias' over other 

potential policies for the industry, and that it was this preference, 

rather than pressure from employers, and much less workers, w',,, ich led 

to this policy being followed, with disastrous consequences for all 

concerned. 

- 321 - 



Notes and References 

1. J. Hurtsfield, The Cbntrol of Raw Materials (London: HMSO, 1955). 

2. See Chapter Seven. 

3. R. W. Lacey, 'Cotton's War Effort', Manchester School, XV (1947), 
p. 28. 

4. J. Wisaman and B. S. Yamey, 'The Raw Cotton Commission, 
1948-1952', Oxford Economic Papers, VIII (1956), pp. 1-34. 

5. Lacey, loc. cit.; (btton Board Trade Letter (hereafter CBTL), 5 
August 1942. 

6. PEP,, Government and Industry (London: PEP, 1952), pp. 75-77. 

7. House of Clornmons Debates (hereafter BCD), 370, Col. 729,, 27 March 
1941. 

8. G. C. Allen,, 'The Concentration of Production Policy', in D. N. 
Chester (ed. ), Lessons of the British War Ecxxxoy (Cambridge: 
Cambridge University Press, 1951), p. 169. In fact, where such 
voluntary schemes existed they were found to be particularly 
inflexible. More flexible was the method whereby a group of 
firms came under the control of a temporary holding company. On 
concentration see the useful articles collected in Studies in War 
Economics: T. Balogh and F. A. Burchardt, 'Concentration in the 
Non-essential Industries'; G. D. N. Worswick,, 'Concentration: 
Success or Failure? '; David Henderson, 'Postscript', in Oxford 
University Institute of Statistics, Studies of War Economics 
(Oxford: Blackwell, 1947). Concentration was supervised by an 
enlarged Export Council renamed the Industrial and Export 
Council, which had a special concentration committee (E. L. 
Hargreaves and M. M. Gowing, Civil Industry and Trade (London: 
HMSO, 1952), p. 211). However,, according to Sir Cecil Weir, a 
business member of the Council, the outstanding figure in the 
concentration exercise was the senior civil servant G. L. 
Watkinson (Sir Cecil M. Weir, Civilian Assignment (London: 
Methuen, 1953), p. 58). Watkinson also made a very favourable 
impression on Douglas Jay and Hugh Gaitskell when they were at 
the Board of Trade during the war (Douglas Jay, Fortune and 
Change(London: Hutchinson, 1980); P. M. Williams, Flugh Gaitskell: 
A Political Biography (London: Cape, 1979)). The Industrial and 
Export Council was concerned with much more than concentration, 
however, advising the Board of Trade on the whole range of its 
industrial and commercial activities: it 'was always a high level 
and exceptionally influential Council' (Weir, op. cit., p. 40). 

9. Henderson, The Cbtton Cbntrol Board (Oxford: Clarendon Press, 
1922). 

10. Cotton Board Progress Report [hereafter CBPRI, No 10,10 April 
1941. 

- 322 - 



11. Lacey, loc. cit., p. 32. 

12. Ccncxýntrat-ion of Procliction: Explanatory MemorandL=, Crrd. 6258 
(1941). 

13. CBPR, 8 May 1941; CBPR, No 12,5 June 1941. 

14. Lacey, loc. cit., Table 8; ibid., p. 33. 

15. Streat Diary [hereafter SD], 27 August 1941. 

16. Lacey,, op. cit.. 

17. See Chapter Six. 

18. Streat was Secretary to the Manchester Chamber of Commerce and of 
the Joint Committee of Cotton Trade Organisations. In 1940 he 
became Secretary of the Export Council, and later the same year 
Chairman of the Cotton Board. He was appointed Chairman of the 
new Cotton Board in 1948 and remained in post until his 
retirement in 1957 (DEB). 

19. The Streat Diary is to be published by the Manchester University 
Press. 

20. C13TL, No 2,7 October 19 41 . 

21. COTL, No 6,22 May 1942. 

22. Minutes of the Federation of British Industries Organisation of 
Industry Committee, 25 June 1943, CBI Predecessor Archive 
[hereafter CBI1, MSS 200/F/3/52/14/8,9. 

23. Ibid.. 

Guardian, 4 September 1942. 24. Pla 

25. The resolution included the phrase: '... having always in mind the 
need to ensure the maintenance of private enterprise and the 
preservation of those individual units which form the structure 
of the industry. '(Manchester Chamber of Commerce, Board of 
Directors, Minutes of Meeting held on 14 September 1942). 

26. Manchester Chamber of CaTmerce, Board of Directors, Minutes of 
meeting on 12 October 1942. 

27. Dalton Diary [hereafter DDI, 8 April 1943. 

28. The Cotton Board had twelve members, three of whom were trade 
unionists, that is, one quar-ter. The Post War CUTmittee had 
twenty eight members, nine of whom were trade unionists, that is, 
just under one third. 

29. CBPR, No 38,3 June 1943; CBPR, No 47,11 February, 1944. 

- 323 - 



30. SD, 30 January 1944. Streat had been closely involved in the 
Nuffield Conferences during the war. In December 1942 he 
recorded having told the conference that: 'Neither Moscow nor 
Corporative State should be our goal but ccrnprcrnise such as Would 
be in accord with the English genius for give and take. I 
suggested three cases (a) Public Corporations for suitable 
industries (b) Major industries to have Boards, like the Cotton 
Board (c) Minor industries' (SD, 'Oxford Interlude', 12-13 
December 1942). Streat did not put his name to the Nuffield 
Reports for fear of offending Lancashire. 

31. ECXXXXMLst, 29 January 1944. 

32. SD, 10 February 1944. 

33. SD, 23 November 1944. 

34. Dalton to Streat, 25 May 1945, in SD. 

35. DD, 22 February 1944. 

36. Ibid.. 

37. Frank Platt, 'VWther the Cotton Industry', December 1943, CAB 
124/336. 

38. DD, 13 January 1944,31 January 1944,1 February 1944,12 may 
1944. 

39. DD, 31 January 1944. 

40. DD, 12 July 1944. 

41. DD,, 2 March 1944; Alan Bullock, The Life and Tianes of Errx! st 
Bevin, Volume 2 (London: Heinemann,, 1967), pp. 311-12. 

42. DD, 6 March 1944 
1 

43. DD, 1 September 1944. 

44. R(44)152,2 September 1944, CAB 124/336. 

45. John Jewkes, 'Notes on Reorganisation in the Cotton Industry', 13 
September 1944, CAB 124/336. 

46. War Cabinet, Reconstruction Committee, 14 September 1944, 
R(44)61st, Confidential Annex, CAB 124/336. 

47. DD, 14 September 1944. 

48. CAB 124/336. 

49. Dalton to Morrison, 24 October 1944, Dalton Papers, 11 7/6. 

50. CBTL, 24 July 1944; note 48 above. 

- 324 - 



51. CBTL, No 18,6 October 1944. 

52. Ibid.. 

53. See Chapter Six. 

54. See Chapter One. 

55. Williams, op. cit., P. 97. See also note 8. 

56. Ibid., p. 103. 

57. Quoted in Williams, op. cit., p. 101. 

58. Pimlott, op. cit., pp. 400-407. 

59. Departmental Reconstruction Ccxrunittee, DR 26,20 October 1943, BT 
131/63. 

60. 'Government Support of Trade', 2nd draft, BT 131/63. 

61. Ibid.. 

62. Minutes of the Departmental ReconstrUction Committee, 3 September 
1943, BT 131/63. 

63. Note by Watkinson, 11 September 1943, BT 131/59. 

64. As note 62. 

65. Government Support of Trade, Memorandun by the Board of Trade, 15 
October 1943, para. 116, BT 131/59. 

66. Ibid., paras. 25,26 

67. Alex Kilroy,, Minute to President, 13 August 1945, BT 64/2180. 

68. Export Groups were formed in 1940 under the aegis of the Export 
Council. They were usually trade associations, though there were 
exceptions such as the Cotton Board, and in a number of cases the 
Export Council provided organisation where none had existed. 

69. On the role of trade associations during the war see Rogow, op. 
cit.; PEP, opt cit., and Longstreth, 'Supervised 
Self-Government'. 

70. Minutes of the Federation of British Industry Organisation of 
Industry CcxTmittee, CBI MSS 200/F/3/S2/14/8,9. In particular the 
document prepared by the '120 Industrialists', the Nuffield 
college Conferences, and Samuel Courtaulds' article: I'An 
Industrialists' Reflections on the Future Relations of Government 
and Industry', Economic Journal, LII (1942), pp. 1-17. 

71. Report of the Federation of British Industries Organisation of 
industry Committee, October 1944, CBI MSS 200/F/4/59/7. At the 
same time as the Report was published Bruce Gardner was made 

- 325 - 



Chief Executive for Industrial Reconversion at the Board of 
Trade. The co-incidence was noted with disquiet by the Emmmist 
which noted that the FBI report was 'exclusively devoted to the 
virtues of trade associations'. It also noted that the Platt 
Mission had had used the abbreviation PMH (production per man 
hour), and argued that what British industry needed was 'a little 
less FBI and much more PMH' (Econemist, 28 October 194, pp. 
561,562). 

72. TUC, Interim Report on Plost-war Reconstructicn (London: WC, 
1944), pp. 15-18. According to the TUC the Industrial Boards 
proposals had particular applicability to the cotton industry 
(Ibid., p. 10). 

73. C13TL,. No 24,28 Aucrust 1945; Federation of Master Cotton 
Spinners' Associations, Anrmal Report, 1945. 

74. See Note 85. 

75. CBPR, No 68. 

76. CBPR, Nos 67,68,69. 

77. SD, 2 August 1945. 

78. Interview with G. J. McMahon. 

79. SD, 3 September 1945. 

80. HCD, 414, Cols. 692-693,15 October 1945. 

81. The other members of the Working Party were: employers 1)C. B. 
Clegg (weaving) 2) R. C. Reynolds (finishing) 3) A. V. Symons 
(merchanting) 4)W. M. Wiggins (spinning); trade unionists 1) T. 
Griffen (finishing) 2) A. Knowles (spinning) 3)A. NaesrrLith 
(weaving) 4) A. Roberts (spinning); independents 1) Sir Roy 
Dobson (physicist-dropped out) 2) Prof. E. L. Hirst (scientist) 3) 
Prof. 'John Jewkes (economist) 4) A. G. Shaw (work organisation 
specialist). 

82. Cripps to Streat, 8 September 1945, SD. Although Cripps and 
Streat were to have more disagreements, Streat was later to write 
glowingly of Cripps as President. Cripps, he wrote, 'dcminated 
relations between government and industry ... He was remarkable 
for his capacity for work and he made himself available to 
industry to a degree which few ministers can have equalled. ... 
No review of the question of consultation between industry and 
Government in the twentieth century could fail to pick on 
Stafford Cripps as an outstanding source of change. ' (Sir 
Raymond Streat, 'Government Consultation with Industry', Public 
Administration, XXXVII (1959), pp. 3,4). 

83. cabinet, 4 September 1945, CM(45)28th Conclusions, Minute 2, CAB 
128/1. 

- 326 - 



84. The UTFWA noted in its 1943 Report: 'Government control of the 
cotton industry during the presesnt war has proved itself to be 
the best type of administration for solving the very difficult 
problems confronting the industry ... Of course, there is scme 
opposition to the continuance of control in the industry by a 
certain section of the employers, but speaking generally this 
opposition comes from that sector of the employers whose 
individualism in the past has had such a retarding influence on 
the re-adjustment of the industry. There are, however, a few 
employers of the liberal class who are against Government control 
in peace time in any frcm whatsoever. The factories of this type 
of employer are very good indeed, but they are so very few in 
numbver that it is imperative that they should sink their 
individuality for the benefit of the industry as a whole. The 
trade unions maintain that the way to meet foreign campettion, 
satisfy the aspirations of the workers to a better life, and make 
the industry a national assett,, is by the Socialisation of the 
Industry. '(United Textile Factory Workers' Association, Report of 
the Legislat-ive Council on Ways and Means of Improving the 
Economic Stability of the Cottion Textile Industry, September 
1943. See also: TUC, Interim Report on Post-war Reconstructicn, 
1944, p. 10; TUC, Report, 1945, p. 184. 

85. Cabinet, 7 August 1945, CT, 1(45)18th Conclusions, Minute 7, CAB 
128/1. The decision not to nationalise, caused the resignation of 
Cripps' Under-Secretary, Ellis Smith, to resign (K. O. Morgan, 
Labour in Power (Oxford: Clarendon Press, 1984), p. 122). 

86. Manchester Chamber of Commerce, Joint Meeting of the Council of 
the Cotton and Rayon Merchants' Association and the Textile 
Exporters' Committee of the Manchester Chamber of Cbrmierce, 
Minutes, 20 September 1945. 

87. As above, Minutes, 1 October 1945. 

88. Federation of Master Cotton Spinners' Associations, Annual 
Report, for 1945, p. 31. 

I 
89. Board of Trade, Cotton Working Party Report (TA: )ndon: HMSO, 1946), 

p. 153. 

90. Ibid., p. 157. 

91. Interview with G. J. McMahon. 

92. Cotton Working Party, p. 221. 

93. Ibid. , p. 218. The point probably comes from Hayek via Jewkes. 
In 1944 Hayek wrote: 'Both competition and central direction 
become poor and inefficient tools if they are incomplete; they 

are alternative principles used to solve the same problem, and a 
mixture of the two means that neither will really work and that 
the result will be worse than if either systezn had been 

consistently relied on. '(F. von Hayek, The Road to Serfdcm 
(London: Routledge and Kegan Paul, 1944), p. 31). 

- 327 - 



94. Ibid., p. 239. 

95. Ibid.. 

96. Ibid.. 

97. Ibid., p. 241. 

98. Telegrams from Board of Trade to Cripps in Delhi,, dated 2,91 17, 
May 1946, BT64/2205. 

99. Clotton Working Party; G. C. Allen, 'The Report of the Working 
Party on the Cotton Industry', Manchester School, XIV (1946), No 
3, pp. 60-73. Streat was against the central factory idea (SD, 
12 July 1946). 

100. HCD,, 423, Cols. 1593-6,3 June 1946; CBPR, No 78. 

101. CBTL, no 34,4 December 1946; FMCSA, Annual Report for 1946; 
Cripps to Streat, 28 April 1947, printed as written answer in 
B(Dr 436,30 April 1947. 

102. CBPR, Nos 85,86; SD, 20 DeceTber 1946. 

103. FMCSA, Annual Report for 1946, p. 44. 

104. CBPR, No 88. 

105. CBPR, No 89. 

106. CBPR, No 96. As it was put in the Cbtton Board Trade Ietter (No 
42,20 September 1947): 'What are the chief objections to 
grouping? Let us be frank, they are largely of a personal 
character! ' 

107. FMCSA, Annual Report for 1947, p. 16. 

108. Oliver lyttleton, for the opposition, said they would not force a 
division (HCD, 448, Cols. 1567-1643). The Econcinist (28 February 
1948) estimated the total cost of the subsidy at E12m, covering 
11 groups and 16m spindles. 

109.0oitton Working Pwrty, pp. 204-205; BT64/2180. PEP noted that the 
Cotton Board was a 'partial precedent'. (PEP, op. cit., p. 
128). 

110. N. Kipping (Director-General, FBI to R. M. Nowell (Board of 
Trade), 7 January 1947, BT64/2227. 

111. FBI, 'Contact between Goverrunent and Industry', draft paper by 
Comqdttee of Grand Council, BT64/2227; Ballieu to Cripps, 10 
October 1946, BT64/2237. 

112. Manchester Chamber of Cume ce, Executive Committe of the Board 
of Directors, Minutes of Meeting held on 3 February 1947. 

- 328 - 



113. BT64/2253; Fla), 433, Cols. 547-560,13 February 1947 

114. CBPR, No 96. 

11 5. On the fate of the Development Councils in general see; Rogow, 
op. cit.; PEP,, op. cit.; S. Blank, The Federaticn of British 
Inch-istxies in British PolitAcs, (Lexington: Lexington,, 1973). 
Rogow noted that 'While trade union support was a factor, it is 
still not easy to understand why such an organisation should have 
recommended itself to the Labour Government - nor the great 
: -f forts that were subsequently made to persuade industry to 
ctcx-ý-pt them. ' (Rogow, op. cit., p. 79). 

116. J. C. R. Dow,, The Vanageuvmt of the British Eccnamy, 1945-1960 
(Cambridge: CUP, 1960), p. 35. 

117. CBTL, No 42,20 September 1947. 

118. Guardian, 11 February 1947. 

119. Ibid.. 

120. Mancbester Evening News, 15 March 1947,15 April 1947; The Times, 
19 April 1947. For the record of the meeting with the Prime 
Minister see: CAB 124/341. 

121. F. Sweig, Productivity and Trade Unions (Oxford: Blackwell, 
1951). 

122. Ibid.. For a discussion of the Labour government's economic 
propaganda see: S. W. Crofts,, 'The Attlee Government's Economic 
Information Propaganda', Journal of Contemporary History, 21 
(1986), pp. 453-71. 

123. Labour Party, Sub-coranittee on Industries for Nationalisation, 
Report on the Cotton Industry, RD 178,, October 1948 (Labour Party 
Archives). 

124. Labour Party, Sub-committee on Industries for nationalsiation, 
Note on Interview with Mr Ernest Thornton, 15 October 1948, RD 
179, October 1948 (Labour Party Archive). A similar attitude 
towards nationalisation by some of the steel unions in the 1960s 
has been noted by Ovenden: 'The large unions could see the 
possibility of their membership base beginning to shrivel, whilst 
the craft unions, and the white collar unions lurking in the 
wings, expected their importance in the indnustry to grow. 
Nationalisation, with its promise of high investment and radical 
industrial reform, would serve only to accelerate these changes, 
and the large operatives' unions viewed this future with 
apprehension. ' (Keith Ovenden, The Politics of Steel (London: 
Macmillan, 1978), pp. 87-88). 

125. Harold Wilsont 'The State and Private Industry', first draft of 
memorandum, 4 May 1950, PREM 8/1183 

- 329 - 



126. A proposal to use the state's purchasing power to Control the 
cotton industry had been made in a Fabian pamphlet in 1945: 
Cotton: A Working Policy (London: Fabian Society, 1945). In the 
late 1940s there was consideration given to replacing the Utility 
scheme with state wholesaling of Utility-style cloth and garments 
(PEP, op. cit., p. 77). 

127. Printed version of 'State and Private Industry', PREM 8/1183. 

128. Ibid. 

129. Ibid.. On the Special Resea ch Unit see: T. E. Easterfield, 'The 
Special Research Unit at the Board of Trade, 1946-1949', Journal 
of the Operational Research Society, 34 (1983), pp. 565-568.1 
am most grateful to Jonathan Rosenhead for bringing the SRU to my 
attention, and for showing me his paper on Dr Cecil Gordon, the 
head of the SRU, which - is to appear in the Journal of the 
Operational Research Society. 

- 330 - 



Chapter Nine 

rv-vk, WW r7reýýrýT 

Tn this concluding chapter some brief remarks are required on the 

empirical evidence presented, the relationship of the evidence to 

theoretical-e-, npirical analyses of the British state, and on the central 

argument of the thesis: that military-industrial and civil-industrial 

policy have differed as a consequence of a dichotomy within the British 

state between a militarisitic-nationalistic tradition and the better 

known liberal-welfarist tradition. 

The historiography of industrial policy in the period 1931-1951, 

as was pointed out in Chapter One, is rather limited, particularly with 

respect to military industrial policy. Consideration of policy for 

both the military aircraft and cotton textile industries allows some 

comment to be made on a number of points concerning industrial policy 

as a whole. Firstly, the historiography of nationalisation should take 

greater account of the military sector, both because proposals for 

nationalisation came from within the state itself, with only limited 

pressure from trades unions or the Labour Party, and because of the 

selective nationalisation of single firms which took place, a policy 

later recommended by the right wing of the Labour Party,, and later 

still by the left. But, perhaps most interesting of all is the 

question of state ownership of productive assets that were operated by 

private firms: to use the jargon of recent times, the Labour government 

privatised many of these factories, This is something which demands 

investigation. Secondly, the role of trade associations in the war and 
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post-war periods needs to be revised on the basis of the experience of 

the SBAC. There was no general move to give trade associations greater 

power during the war: similarly there was no general policy of 

promoting tri-partism during or after the war. But perhaps the most 

important revision which consideration of military-industrial policy 

leads to concerns the willingness and capacity of the British state to 

intervene in industry. Contrary to the general picture of the state 

being very reluctant to undertake a discriminatory industrial policy, 

it has been shown that such policies were followed in the departments 

concerned with the aircraft industry. This raises the important 

question of the origins, and continued existence of, the phenomenon of 

departments concerned with supply pursuing a highly discriminatory 

interventionist policy while other departments dealing with industry 

continued to be liberal in their approach. This point is developed 

further below. 

The case of the cotton industry also raises a number of 

interesting questions. Firstly, it raises the question of a possible 

continuity 4 
_policy 

before and after the war. Certainly, state 

intervention in the cotton industry was increasing through the 1930s, 

culminating in the ill-fated Cotton Industry (Reorganisation) Act, 

1939, but, these measures were very limited and were directed 

exclusively at altering the econcmic environment of firms, without 

directly affecting their policies or structures. During and after the 

war the economic environment was directly controlled by the state and 

attention turned to influencing the Policy of firms, particularly over 

amalgamation and modernisation, as a means of increasing productivity. 
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The ooncern with productivity went hand in hand with giving much 

greater representation to labour on the various boards and 

oommissions. The war therefore marked a major change in the range of 

policy, and in the scope of representation. 

Secondly,, the case of cotton (and to a lesser extent aircraft) 

brings out the lack of consensus over industrial policy in the 

Coalition government. There was no general agreement over postwar 

industrial policy during the war. As far as civil manufacturing 

industry was concerned a radical reforming role for the state in 

industry was rejected, by Conservatives during the war, and by the 

Labour government after it. In this context the career of Stafford 

Cripps is intriguing. During the war he stoutly defended a very active 

industrial policy for the state with respect to both supply and the 

generality of industry, but, after 1945 he was committed to extended 

consultation with industry and was unwilling to do anything that was in 

fundamental opposition to business, or indeed, to build up the Board of 

Trade as an interventionist ministry. 

In recent years marxists have been concerned to argue that the 

British state has historically proved incapable of industrial 

intervention, either because of restraints by the City, or because of 

the fear of the capitalist class of socialism. The case of the 

aircraft industry provides a strong counter to the generality of this 

argument. In this industry interventionism went very far, leading to 

detailed controls on what firms could do, the provision of capital on a 

huge scale, and the promotion of very rapid technological innovation. 
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Of course the complex relationship between state and industry in the 

aircraft industry was based on the economic reality that the state was 

the industry's principal customer, but, as has been shown, the nature 

of the relationship cannot be deduced frcm this fact. Neither did the 

pattern of state-industry relations be follow from a pro-state ideology 

among employers in the industry: they were hostile to an increased role 

for the state and strongly resisted most of the major innovations made 

in the relationship. What was crucial in the case of aircraft was the 

capacity and willingness of the state to intervene. Even in the 1930s, 

when the state set its public face against intervention, the apparatus 

for control was being assembled. Although the firms lost much of their 

autoncmy, they did not lose out f inancially. From this it might be 

a-rgued that this was the function of state support, but, this would be 

far too selective a reading. During the war and postwar yea s the 

state guaranteed the prof its of many industrial sectors, including 

cotton; what was different in aircraft was that a new technologically 

progressive industry was built up at the same time. 

On the 'face of it, the case of cotton would seem to exemplify the 

point that domestic opposition to interventionism was of critical 

importance in the period 1931-1951. The employers were clearly very 

resistant to intervention in the industry, because they feared the 

state and wanted to preserve their autonomy. They would not 

countenance even a generous modernising policy by the state for fear of 

coming under its control; they could neither modernise themselves nor 

call on the state for assistance. It could be argued, therefore, that 

the failure of the state to intervene reflected the lack of desire for 
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intervention by the employers. However, the state was very active in 

the cotton industry in ways that did not please the employers. How is 

this to be explained? It could be argued that the form of state 

intervention reflected the need to dissipate potential dissent, to keep 

the industry private, and that the state was therefore acting in the 

interests of the employers without their being aware of it, in other 

words, accepting the employers' veto on interventionist policy, but in 

addition providing the means to make it politically acceptable. 

Equally, however, if the state were capable of acting as a kind of 

vanguardist capitalist, why did it not enforce the modernisation of the 

industry to the long term benefit of the employers? One answer might 

be that the skills required for these types of policy were very 

different and that the state did not have the capacity to undertake the 

second role. Another possible answer is given by Middlemas. 

Middlemas has argued that the state's fundamental policy, was not, 

as might be supposed, the promotion of industrial efficiency, but was 

rather the maintenance of social harmony by means of 'corporate bias'. 

The various corporatist bodies set up after 1940 in the cotton industry 

could be seen as a mechanism, not for producing policies for industrial 

modernisation but instead mechanisms for blocking policies, such as 

nationalisation, or a return to free competition, which would harm the 

interests of employers or employees at each others expense. If the 

result of such a policy was economically disastrous, this was less 

important than the fact that employers and employees were kept talking 

to each other and seeking a common programme; if no reform was possible 

by agreement, then agreement was given a higher priority than reform. 
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But, such a policy was not accepted without attempts to get a policy of 

reform, not involving agreement, of f the ground, but these policies 

never had the support they needed, and neither did the state have tý., e 

resources within its own machinery to undertake a contested reform 

programme. 

As far as the aircraft industry was concerned there is no evidence 

of corporate bias. On the contrary, there is evidence of a deliberate 

policy of weakening the trade association and of keeping trade unions 

well out of the way. Although Middlemas has argued that aircraft 

policy in the 1930s exemplifies corporate bias, it is argued here that 

the state's reluctance to attack the SBAC and the unions in the 

mid-1 930s did not mean that they engaged in corporate bias. It was a 

temporary phenomenon that gave way to the overriding of the wishes of 

the SBAC frcin the late 1930s, and a systematic weakening of its 

influence by dealing with individual firms. In this area the state was 

committed to the creation of a new and powerful industry, and, with 

only some exceptions, was prepared to use arbitrary and discriminatory 

powers to bring this about. The commitment to Warfare overruled any 

commitment to social harmony. It is important to note that the state 

did not need corporate bias, both because it had the necessary 

apparatus of control, and also the specialist personnel that detailed 

control implied. 

Thus, both types of explanation work best for cotton, even though 

the analyses are different. Both fail badly on aircraft, though, 

again, for different reeasons. The marxist argument fails to take 
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account of the importance of the autonomy of the state, which is 

particularly important in matters of external warfare, at least in the 

British case in the period we are concerned with. Middlemas' argument 

fails, not because it fails to take account of the autonomy of the 

state, but rather because it overgeneralises about the ultimate aims of 

the British state from a discussion of 'industrial politics'. Since 

the second world war at least, the British state has been committed to 

high levels of military preparedness, maintaining departments of state 

which have pursued policies of industrial intervention and support 

which would not have been countenanced if proposed for civil industry. 

How is this difference in policy for military and industries to be 

explained? One way might be to argue that military industry has 

differed fundamentally in structure and ideology from civil industry, 

and that it has been willing to accept, or even encourage, state 

intervention. The evidence presented in this thesis suggests that such 

an explanation would not go very far. The differences must be sought 

within the state. The most obvious difference between those 

departments of state concerned with supply and those concerned -with 

civil industry is the presence -in the former of service personnel. 

Might interventionism follow from military doctrines of heirarchy and 

discipline; from a special military approach to eooncrrLic and political 

questions? Unfortunately we know very little about the econornic and 

political thought of the British armed services. We know even less 

about differences between or within the individual services (Hitler 

once remarked that he had a Prussian Army, an Imperial Navy and a 

National Socialist Air Force! ). This is unfortunate but not surprising: 
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the military and 'militarismi have not been seen as problematic in 

modern Britain. The armed services, like the civil service, have been 

cloaked by the fiction that they are merely servants of the the 

liberal-democratic state. 

But, it is not necessary that mi3 itary doctrines need directly 

affect policy. It might be that ministers, civil servants, and indeed 

the public, attach such importance to the military and their expressed 

needs that they are prepared to accept unusual and special policies to 

meet them. As in the famous case of the Captain of Koepenick civil 

attitudes to the military might be the key factor. Here again the 

literature is silent, especially for the period since the 1930s: 

militarism has not been considered as as an issue in civil society. 

More broadly, the historiography of British political thought in the 

twentieth century is dominated by Liberalism and Socialism, with much 

less attention being payed to Toryism, much less militarism. This is 

tuidoubtedly an area for further research, especially in connection with 

economic thought. 

The differences between military-industrial and civil-industrial 

policy were not confined to the period 1931-1951. They have persisted 

down to the present day. Indeed 1951 was an important date since in 

that year the Labour government presented itself with a choice between 

welfare and warfare and chose Warfare. Since 1979 these priorities have 

reasserted themselves with a vengeance. These were choices made at the 

grand level of state resource allocation, while the arguments in this 

thesis have concentrated on the comparative qualities of policy. Here 

- 338 - 



too we can see a continuing dichotomy, blurred by the extension of 

rrLilitary-type policies to parts of the civil sector. As examples of 

the continuing dichotomy we may take the the policies adopted by the 

Conservative government in 1958-1960 for the cotton and aircraft 

industries. The Cotton Industry Act, 1959 was a partly state financed 

redundancy and modernisation scheme, drawn up by the Cotton Board: its 

main result was the scrapping of a large proportion of Lancashire's 

spindles and looms without much in the way of modernisation. By 

contrast the state forced amalgamations in the aircraft industry to 

form two major airframe contractors, and expanded Hawker Siddeley and 

the new British Aircraft Corporation. Companies which refused to join 

were left to die. 

Since the 1950s highly discriminatory, nationalistic industrial 

policies involving large sums of public money have been followed in a 

number of civil sectors, notably the civil nuclear programme and in 

civil aerospace. At the same time less expensive but similar policies 

have 'been followed in such sectors as computers, the electrical 

industry and the machine toll industry. - It would be interesting -to 

know to what extent experience of military programmes was used, and the 

extent to which a consensual industry-based approach was used. Was 

there a link between Wilson's scathing analysis of the 1945-1951 Labour 

government's industrial policy, rejecting industry-based strategies and 

Keynesian macro-management and the Mintech and IRC experiences? Did 

ministers other than Aubrey Jones advocate the extension of the 

responsibilities of the supply departments to the civil field? This 

too requires further study. 
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'Industrial policy' has been very much out of favour since 1979. 

The emphasis is now on economic and financial policy. Grandiose 

indigenous high-technology programmes have been cut back or stopped, at 

least in the civil field. It is therefore of interest to speculate 

whether the revival of economic liberalism has extended into defence 

procurement, abolishing the dichotomy discussed in this thesis. 

Certain developments suggest that might be the case. The privatisation 

of major defence contractors, and the extension of competitive 

tendering are examples. The outcome of the Westland affair too might 

suggest that the standards of liberal industrial policy have indeed 

been successfully imposed on a recalcitrant Ministry of Defence, wedded 

to interventionist and directive traditions. However, the importance 

of other issues have made the deep causes -of the fracas unclear. What 

is clear however, is that the future of a defence contractor, however, 

small, provoked ministers, in a government normally indifferent to the 

fate of manufacturing industry, to go to quite extraordinary lengths to 

secure the outccme they preferred. 

If recent developments are confused the historical record is 

clear. Military-industrial policy has been successful, albiet at 

eno=)us cost, in maintaining British armaments at world level, while 

civil industry has conspicuously fallen behind. While Brit - ish 

socialists and liberals prided themselves on creating from the ruins of 

war the much applauded Welfare State, they ignored the simultaneous 

creation of a Warfare state, which if anything has proved more 

enduring: schumpeter was undoubtedly right when he wrote that 'history 

- 340 - 



sometimes indulges in jokes of questionable taste'. ' 

I J. Schumpeter, Capita I Ism, Socialism and Democracy (London: 
Allen & unwin, 1976), p. 375. 
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Appermlix IA 

MINISTERS RESPCN-STFff FCIR THE AIRCRAFT AND OXWN I =RIES 

AIR MINISTRY 

1929-1931 Lord Thompson 
Lord Amalree 

1931-1935 L<)rd Arrvu lree 
Lord London3erry 

1935-1940 Sir P. Cunliffe- 
Lister 
Sir K. Wood 
Sir S. Hoare 

MINISTRY CP AIRCRAFT PRODUMEON 

1940-1945 Lord Beaverbrock 
J. Moore-Brabazon 
J. Llewellin 
Sir S. Cripps 

1945 

MINIMRY OF SUPPLY 

1945-1951 

BOARD OF TRAIIE 

1929-1931 

1931-1935 

1935-1940 

1940-1945 

1945 

E. Brown 

J. wihnot 
G. Strauss 

Graham 

Sir P. Cunliffe- 
Lister 
W. Runci-man 

W. Runciman 
0. Stanley 
Sir A. Duncan 

Sir A. Duncan 
0. Lyttleton 
Sir A. Duncan 
J. Llewellin 
H. Dalton 

0. Lyttleton 

7 June 1929 
14 October 1930 

. fast 1931 25 Auc 
5 November 1931 

7 June 1935 

16 May 1938 
3 April 1940 

14 May 1940 
1 May 19 41 
22 February 1942 
22 Novarnber 1942 

25 May 1945 

3 August 1945 
7 October 1947 

7 June 1929 

25 August 1931 

5 November 1931 

7 June 1945 
28 May 1937 
5 January 1940 

12 May 1940 
3 October 1940 
29 June 1941 
4 Febraury 1942 
22 February 1942 

25 May 1945 
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1945-1951 Sir S. Cripps 27 July 1945 
H. Wilson 29 Septembear 1947 
Sir H. Shawcross 24 April 1951 

NB: Sir Philip Cunliffe-Lister became Viscount Swinton soon 
after becoming Secretary of State for Air. He had been 
President of the Board of Trade under the name Sir Philip 
Lloyd-Greame between 1922 and 1924! 

Source: D. Butler and A. Slcman, British PolLitical Facts,, 
1900-1979, fifth edn. (London: Macmillan, 1980) 
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Appendix IIA 

AIR KEN=RY EXPEMITURE CN AIRCRAFT ETC., 1931-1940 

Financial Vote 3 Vote 3A Vote 3B Vote 4H 
Year 

1 kl-'11 /39 9515 6697 144 - 1932/ -;, ý 8454 5924 128 - 
1933/34 8252 5749 134 - 
1934/35 8664 5954 117 - 
1935/36 13821 9006 364 - 1936/37 29170 18944 434 1226 
1937/38 48260 30221 515 5145 
1938/39 81610 56365(a) 616(b) 6338(c) 
1939/40(d) 165897 

Vote 3 is 'Technical and Warlike Stores' of which Vote 
3A is 'Aeroplanes, Seaplanes, Engines and Spares', and 
Vote 3B is 'Experimental and Rese-a ch Establishments'. 
Vote 4H is 'Works and Dand for Factories'. 
(a) Not strictly comparable; Vote 3C, 'Aircraft and 
Balloons'. 
(b) Vote 3A: same definition as previous Vote 3B 
(c) 'Works and Land for Factories and Extensions 

to Contractors' Works'. 
(d) For 1939/40 the figures were aggregated for security 

reasons. 

Source: Air Appircpriation Acocxmtst 1931-1939. 
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Appendix 111B 

MINISTRY (F AIRCRAFT PRODUCTION EXPENDITURE CN SELEO= 
ITEMS, 1940-1945. E 000s 

Financial Materials Works, Machinery Works, Machinery 
Year and Stores etc., for Establ- etc., at Agency 

ishments Factories 

1940/41 488135 97288 
1941/42 654792 73125 
1942/43 790371 62854 21168 
1943/44 886860 45124 17423 
1944/45 845131 25815 8101 
1945/46 522242 13216 3014 

Source: Appropriation Accounts 
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Appendix IIC 

W24MRY CE SUPPLY ON MILITARY AND CIVIL AIRCRAFT 
1946-1950, not including R&D expenditure. E 000s 

Financial Aircraft, Aircraft Equipment and Supplies 
Year 

Airframes Engines Equipment and 
Supplies 

1946/47 172656 
1947/48 84073 
1948/49 79313 
1949/50 84892 
1950/51 86204 49121 22259 14824 

Source: Civil Appropriati-on Accowits, Class X, Vote 1D; Class 
IX,, Vote 1D, 1D1f 1D2,1D3. 
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