
To the average person the idea of the industrial revolution con-
jures up pictures of half-starved women and children working
from dawn to dusk in filthy and dangerous sweatshops and fac-
tories for a pittance, and living in overcrowded and disease-rid-
den slums, while callous bosses live in luxurious palaces through
the exploitation of their hapless employees.  The assumption is
that the industrial revolution brought on the awful plight of the
workers, and new extremes of wealth and poverty.  The virtual
absence of state welfare is thought to have been a cause of this
unhappy situation.

It is hardly surprising that such a view prevails in view of the
way in which this period of British economic history is presented
in schools.  I remember an assembly at my (state) junior school
in which several pupils read out passages describing working
conditions for children during the industrial revolution, as chim-
ney sweeps, factory workers and so on.  Then other pupils read
out something about the education acts of the late 19th century,
and then the headmaster solemnly informed us that a hundred
years before, each of us would have been working in conditions
such as those just described and that we should all be grateful to
be at school rather than down the mines.  This was followed by
prayers along similar lines, leaving us in some doubt as to
whether God or the state deserved the credit for our fortunate
situation.  Much of the literature of the period that is still read
today, such as Charles Kingsley’s The Water Babies, Charles
Dickens’ Hard Times and H. G. Wells’ The Time Machine (which
projects the idea of rich and poor evolving into two different
species in the far future), emphasises poverty and inequality, and
when the subject is discussed on television we are treated to un-
varying descriptions of working-class misery and upper-class
avarice, with no reference to or comparison with earlier periods.
So what are the historical facts?

THE ONLY LAISSEZ-FAIRE ECONOMY IN EUROPE

Nobody planned the British industrial revolution.  It was a series
of independent technological innovations which were put into

practice in industry as a response to demand.  The result was an
astronomical increase in economic production.  Real national in-
come per person increased 50% from 1700 to 1780; 50- 100%
from 1780 to 1850; 80-100% from 1850-1914; and 50% from
1914 to the 1950s.  From 1700 to 1914 the absolute amount of
goods and services available increased between 30 and 50 times.1
The building of industries in the big cities led to millions of
people leaving the countryside and receiving regular wages for
the first time.  Nobody forced them to do this — it was ob-
viously in their own interests.  Industrialisation led to a massive
increase in population, which nearly doubled from 1800 to 1850,
because the new wealth available enabled more people to stay
alive (albeit in a state of poverty) where before they would have
died of starvation, disease and exposure.  It was precisely be-
cause of economic growth that there were more poor people (es-
pecially the very young and very old) in the cities to feed and be
cared for.

Such developments could only have taken place in a laissez-faire
economy, that is, one in which people and resources were free to
move around the country without too much interference by the
state.  In 1700 Britain had the only laissez-faire economy in Eu-
rope.  To be sure, the government soon imposed economic con-
trols: the Bubble Act of 1720 virtually outlawed company flota-
tion and publicly raised capital for manufacture; banking laws
restricted the size of individual banks in England and Wales; the
notorious Corn Laws caused wide price swings in corn, espe-
cially from 1815-42; timber suffered high import duties from
1800-40; and, of course, taxation took away much of the working
class-income.  But the situation was better than that of France,
which was divided into three main customs areas and in which
the movement of certain materials, such as grain, was restricted.

East of the Elbe things were even worse: heavy feudal tolls on
the rivers of central Europe made it impossible to transport ma-
terials by this method on a large scale, and in many places serf-
dom prevented people from moving to the towns.

After the British industrial revolution, continental governments
tried to promote industrialisation through statist methods: protec-
tion, subsidies, compulsory standards and quality control, mon-
opoly privileges to certain industrialists, the assignment of forced
labour (serfs, prisoners, orphans and the inmates of poorhouses),
deliberate centralisation and an assured market through govern-
ment orders.  The result was failure, and western European coun-
tries only industrialised when they were permitted a degree of
economic freedom.  Those countries of southern and eastern Eu-
rope which never gained such freedom did not industrialise until
well into the 20th century, and thus remained the most poverty-
stricken in Europe.  Britain thus had the highest living standards
in the world throughout the 19th century, until at the start of the

Political Notes No. 13
ISSN  0267-7059         ISBN  1 85637 193 X

An occasional publication of the Libertarian Alliance,
25 Chapter Chambers, Esterbrooke Street, London SW1P 4NN
www.libertarian.co.uk      email: admin@libertarian.co.uk

© 1983: Libertarian Alliance; David Botsford.
The views expressed in this publication are those of its author, and not
necessarily those of the Libertarian Alliance, its Committee, Advisory

Council or subscribers.
Director:  Dr Chris R. Tame

Editorial Director:  Brian Micklethwait          Webmaster:  Dr Sean Gabb

FOR LIFE, LIBERTY AND PROPERTY

INDUSTRY
AND

STATE:
MYTH
AND

REALITY
DAVID

BOTSFORD



20th it was overtaken by the United States, which also had a
largely laissez-faire economy.

“THAT WHICH IS NEW ...”

But for many British upper-class people, industrialism led to
their first contact with the common people, and they were ap-
palled by the poverty which they saw, thinking that it was the
result of the industrial revolution (though in fact the factory
workers’ conditions were far better than the near-starvation
which farm labourers had suffered prior to industrialisation).  It
is the outraged accounts of these people (who were usually de-
scribing particularly bad examples) that forms the basis of our
picture of life in the industrial revolution.  For the first time
people saw mass poverty as a problem that had to be solved
rather than be ignored.  As Macauley wrote in his History of
England, published in 1848:

“The more carefully we examine the history of the past, the
more reason shall we find to dissent from those who imagine
that our age has been fruitful of new social evils.  The truth
is that the evils are, with scarcely an exception, old.  That
which is new is the intelligence which discerns and the hu-
manity which remedies them ... the more we study the an-
nals of the past the more shall we rejoice that we live in a
merciful age, in an age in which cruelty is abhorred, and in
which pain, even when deserved, is inflicted reluctantly and
from a sense of duty.  Every class doubtless has gained
largely by this great moral change: but the class which has
gained most is the poorest, the most dependent, and the most
defenceless.”2

The absence of a welfare state did not mean the absence of wel-
fare.  Obviously it was impossible to provide adequate health,
housing, welfare and education if the resources did not exist.
Thus the majority of people throughout history had existed in
poverty, and some of this poverty continued into the 19th cen-
tury.  But as wealth increased, so did the extent of private
charity, which provided far more for the Victorian poor than did
the 1834 Poor Law.  Also, working people organised themselves
into friendly societies, registered and unregistered, which looked
after their members’ welfare when sick, unemployed, retired or
otherwise in need.  By the 1890s almost all adult males were
members of friendly societies.

This system of voluntary mutual aid was destroyed when the
state took over welfare functions with the 1908 Old Age Pen-
sions Act and subsequent legislation.  The state was not conjur-
ing benefits out of thin air; it was simply imposing a system of
welfare through coercion (taxation) where before welfare had
been provided by voluntary action.  Neither would have been
possible without industrialisation, which itself would have been
impossible without laissez-faire.

THE PLANNED ECONOMY

The 20th century has seen the replacement of the laissez-faire
system with one in which the state is the dominant economic
force in society.  This process of the centralisation of economic
power began in the 19th century with “humanitarian” legislation
restricting working conditions in industry, especially for women
and children (although it was not as if women and children had
not worked longer, harder and for less reward before the indus-
trial revolution).  The result was the bankruptcy of those firms
which could not afford to obey the law, and the unemployment
of their employees.  The development of local government and
some nationalisations, such as the telegraph service in 1870, in-
creased the proportion of national income spent by central and
local government from 7% in 1873 to 14% in 1913.3

The First World War meant a sudden and massive lurch into a
statist economy: the British government spent more in the years
1914-20 than in the previous 225 years put together.4  The dislo-
cations of the war caused the economic stagnation of the 1920s
and the collapse of the 1930s, which the government tried to

solve by protection, intervention and high arms spending.  By
1937 the state was spending 25% of national income.5

During the Second World War a command economy was estab-
lished for the first time: Churchill had the power personally to
dismiss any businessman from his firm if he thought his conduct
unsatisfactory, and tens of thousands of acres of land were taken
over by the Ministry of Agriculture from farmers who were
judged “inefficient” or who had refused to plant the crops the
Ministry demanded.  The implications of this were recognised by
an American observer, A. Wyn Williams, who wrote in 1942:

“The British adventure into a planned economy was begun
in March 1941, after the country had been at war 18 months
... Whatever the intention, the scheme’s effect will be to rev-
olutionise permanently the character of British industry and
make it impossible for post-war business to return to a sem-
blance of its former self.”6

Since 1945 Britain has become a society in which every aspect
of life is directed to a greater or lesser extent by the state.  The
cost, size and powers of the state bureaucracy, and the use of
those powers, has grown enormously.  The result of the steady
transfer of real power from the people to the state has been feel-
ings of apathy, hopelessness and anxiety among the former, who
no longer feel they have any real control over their lives.  The
failure of the state satisfactorily to perform a single one of the
tasks it has taken over only intensifies such feelings.

It is usual for Conservative polemicists to blame this state of
affairs entirely on the Labour Party (which is pretty rich coming
from supporters of a government which currently takes 45.7% of
national income in taxation, the highest British rate ever). This
is, of course, nonsense.  It is inevitable that politicians and civil
servants, of any political view or none, will try to expand their
power over the people to whom they are supposed to be account-
able, insofar as such power goes unchallenged.  Why not in-
crease their incomes and get highly-paid jobs for their friends?

In order to survive unchallenged, a statist society must present
itself as the only viable state of affairs.  It does this through the
principal means at its command: the state-owned educational sys-
tem and the state-dominated media.  The fact that so many
people believe that the laissez-faire economic system that per-
mittted industrialisation in this country led to the impoverishment
of the common people until the strong hand of the state came to
their rescue is evidence of the success of this enterprise.
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