The Unemployed

Labour Exchange Act 1908

In 1908 an Act was passed to set up Labour Exchanges. Through a network of labour exchanges information could be spread about the needs of employers for particular workers, and the skills that particular workers could offer them. A labour exchange Beveridge argued ‘may do what in a single firm is done as between different departments. It may become the headquarters of a compact, mobile reserve of labour covering the enormous stagnant reserve which drifts about the streets today’.
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By the 1st February 1910, 83 Labour exchanges opened their doors across the country under the general direction of Beveridge. Winston Churchill visited 17 on the first day they opened. They were run by government officials. The idea behind a labour exchange was that unemployed workers could go there to find work. Employers would also go to these exchanges in order to find workers if they needed to. 
This was an original idea to give employers and workers information about job opportunities. 
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Their numbers increased rapidly to 414 by 1911, but workers did not have to register there when unemployed, nor did employers have to notify the exchange about vacancies for workers. The exchanges were made attractive to the out of work by providing in them facilities for washing and clothes mending as well as refreshments. Their services seem to have been of considerable value to skilled workers, for the unskilled they had far less to offer. In many cases the workers did not like them as they felt the employer was trying to get workers cheaply, while employers did not like them because they felt they were getting the laziest worker who could not be bothered finding a job for themselves.

The National Insurance Act, 1911. (Part 2) Unemployment Insurance
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The problem of seasonal unemployment had already worried Conservative ministers when they were in power. Even though they disliked increased rates and taxes, they did pass an act in 1905 that allowed Local Authorities to raise rates of up to a penny in the pound to be used to provide work for unemployed people during times of distress in winter. These funds were to be used to supplement the Queen Alexandra charity appeal that had raised £153,000 but Lloyd George thought little of this solution. ‘Like a motor car without petrol, or only such petrol as it could beg on the road’, he called it. 

Part 2 of the Act dealt with unemployment and had originally been designed for Churchill by a  civil servant, William Beveridge, at the same time as the labour exchanges. Beveridge was deeply concerned about unemployment and had made the journey to Germany to see how their system worked and from 1908 was well placed in a post in the Board of trade, to urge ministers to act. He found that Winston Churchill, the board’s president, was easily persuaded to take up the cause of the casual labourer who is lucky to get three or four days work in a week, who might be out of work for three or four weeks at a time, who in bad times goes under all together and who in good times has no hope of security. Poor men ended up in this situation as a result of economic causes which had been unregulated for too long.  
Trade Unions that collected savings from members to pay out again in times of unemployment offered help to around one and a half million men; the rest of the country’s workforce simply could not save for hard times.
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For unemployed people the government planned a system of weekly payments. The idea of an insurance to which workers would contribute money and upon which they would draw in time of need was felt by both Lloyd George and Churchill to be the right one. Such a plan meant that people who did not qualify because they were not part of an insurance scheme, or who had used up all they had saved through an insurance scheme, would not get any pension and would have to turn to the Poor Law. Churchill was quite clear on this point saying ‘You qualify, we pay. If you do not qualify, it is no good coming to us.’ 
The Liberals believed that an insurance fund was welcome to workers who would feel they were taking back what they had earned; it was also a lot cheaper than simply paying money out of rates and taxes to help the unemployed. By 1914 there was a surplus of £25 million in the insurance fund that was first set up in 1911.

To the House of Commons Churchill explained his very limited proposals. ’Our insurance scheme will involve contributions from the workpeople and from the employers; these contributions will be added to by the state. On what trades ought we as a beginning to apply our system of compulsory contributory unemployment insurance? They are trades in which seasonal unemployment is not only high; but chronic; marked by seasonal fluctuations; house building and works of construction; engineering; machine and tool making; ship and boat building; sawyers and general labourers working in these trades. They comprise 24 million workers. We propose to follow the German example of insurance cards to which stamps will be attached each week.’

Churchill defended the scheme as providing a lifebelt for those in temporary trouble; it did not cope with the long term unemployed and it left out many occupations where there was short term unemployment. Beveridge hoped that even more would be done. He wished to see the school leaving age raised to fifteen and bringing in of a vigorous programme to train the young for suitable jobs in industry, but for the moment the bigger schemes had to wait.
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The key figures for the 1911 Insurance Act were that workers in the selected industries like shipbuilding, construction and engineering, in which unemployment swiftly rose and fell, paid a weekly premium. Weekly contributions from the employer of 2.5 p, from the employee 2.5p and from the state 1.5p were taken. The benefits paid would be 7s a week for up to 15 weeks on the basis of 1 weeks benefit for every 5 weeks contributions. 

Part 2 was immediately popular and, in 1914, the government was considering extending it to other trades.

The National Insurance Act accepted that the State had responsibility for improving people’s lives, especially the lives of the poorest workers. At the same time it insisted that people needed to take some responsibility for themselves.  Hence, the combination of contributions from the State, the employer and the individual. While, to begin with, the benefits in the 1911 Act were small and available only to a limited section of the population, its principles became an important feature of British social legislation for the rest of the twentieth century.

