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Summary

The Federation of British Industries and the Depression in the 1920s:
— Deflation and Structural Adjustment —

AKITOMI Hajime

In Britain, a rapid economic boom immediately followed the First World War. However, this was short-
lived, lasting only a year, and was followed by a severe depression in the 1920s. During the depression,
the British government struggled to restore the economy by currency policy, which meant the return to
the gold standard with pre-war parity. The Federation of British Industries, which was one of the most
influential industrial groups in the interwar years, protested such policy vehemently because this step
would necessarily include a deflation policy, which could contract credit, lower prices, choke demand and
aggravate unemployment. However, they also took it for granted just like the government that currency
policy was a pre-condition to economic recovery. The Federation’s view was different from that of the
government in that they preferred a devalued currency whether it was based on gold or not.

On the other hand, the Federation and the government were both indifferent to the structural
adjustment of British industry, which was needed seriously because Britain was overcommitted to staple
industries which had prospered in the 19th century but which shrank and produced heavy unemployment
in the 1920s.

Keyword: interwar years, Great Britain, economic policy, the Federation of British Industries, deflation
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