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Introduction


Duncan Brack and Iain Dale







People make their own history but they do not make it just as they please; they do not make it under circumstances chosen by themselves, but under circumstances directly encountered, given, and transmitted from the past.


Karl Marx





Here in this book you will find twenty-two examinations of things that never happened, from John Maynard Keynes being drowned at sea in 1916, to Richard Nixon being elected President of the United States instead of John F. Kennedy, to the United Kingdom staying out of war in Iraq in 2003, to the Liberal Democrat–Conservative coalition government not being formed in 2010. And you will also find two things that haven’t happened yet …


This is the third in the series of books of political counterfactuals one or both of us has produced, the others being Prime Minister Portillo and Other Things That Never Happened (2003) and President Gore and Other Things That Never Happened (2007). Although ‘serious’ historians tend to look down their noses at at the study of counterfactuals, they have a distinguished record. Winston Churchill contributed a chapter (on what if Robert E. Lee had won the battle of Gettysburg) to a 1931 collection called If It Had Happened Otherwise, and other counterfactual analyses have been published by historians and sociologists such as Robert Fogel, Geoffrey Hawthorn and Niall Ferguson. Earlier in 2011, Biteback published Francis Beckett’s collection The Prime Ministers Who Never Were.


We believe that counterfactual history does have value. It can reinforce the analysis of what actually happened by identifying the points at which things could have happened differently, and the relevance at each of these key points both of individual choices and of broader socio-economic forces. It can help in analysing the causes underlying particular events; arguably, as Fogel pointed out, in making claims for causes of any kind, historians are always implicitly considering and discarding potential counterfactuals.


Ferguson used his volume Virtual Hisory: Alternatives and Counterfactuals to illustrate his objections to deterministic theories of history such as Marxism, and to put forward the case for the importance of contingency in history. But counterfactuals can also illustrate the limits on contingency and the constraints on individual choice. As Marx himself argued, in the quotation at the head of this introduction, it is the interaction between individual choices and historical context which governs the events of the past.


To achieve these aims, the counterfactuals must of course be plausible. Start to change one decision or happening or event in history, and it can be difficult to justify not changing others. There have to be boundaries, and the more rigorously these are policed the more convincing – and the more analytically useful – the results become. So the chapters in this book are limited to occasions where very little needed to have happened differently for the ultimate outcome to have been transformed – and, mostly, to changed individual choices or actions set against unchanged economic and social backgrounds.


Three of the chapters, for example, deal with deaths (of Lloyd George and Keynes in 1916), an illness (or, rather, the lack of it, in the case of Macmillan in 1963), and a succesful coup (rather than the failed one against Gorbachev in 1991). Each, and particularly the first, could have had profound consequences for the modern world – yet each needs no great adjustment in political, social or economic circumstances to be plausible.


Other chapters focus on individual choices: of Attlee’s decisions over cabinet posts in 1945, of Blair’s over his resignation in 2007, and of Brown’s over the calling of an election in the same year. All these decisions are the sole preserve of the Prime Minister, and these counterfactuals require no assumptions other than over one man’s choices. Others look at collective decisions which could have turned out differently: over British membership of the European Economic Community in 1972 (a neat counterpoint to the chapter on ‘What if the Britain had entered the Common Market in 1957?’ in President Gore), of the government’s handling of the miners’ strike in 1984, and over the UK’s participation in the war in Iraq in 2003. One chapter looks at the outcome of a commercial decision taken differently, if Rupert Murdoch had failed to buy The Times in 1981 – an intriguing possibility with a very up-to-date resonance.


Since, like its predecessors, this is a book of political counterfactuals, several chapters examine possible alternative election outcomes, including those of the US presidential election of 1960 (in reality, Nixon almost won) and of the 2010 general election here in the UK. That result was so close that if a mere 3,000 Conservatives had voted differently, no fewer than sixteen seats would have changed hands. Possibly, however, as is argued here, the outcome in terms of the government would have been the same – at least to start with …


The 2010 result and the actual outcome of the election – the Liberal Democrat–Conservative coalition – took almost everyone by surprise; at the start of the negotiations, this was seen as a highly unlikely conclusion. Another chapter examines the consequences of what was seen then as a more probable arrangement, a ‘confidence and supply’ agreement between the two parties. Maintaining the ‘coalition’ theme, another chapter analyses a possible alternative outcome to the formation of the National Government from the political crisis of 1931.


General elections having been rather thoroughly dealt with in this book’s two predecessors, several chapters here look at different outcomes of internal party elections, including Mrs Thatcher winning the Conservative leadership contest in 1990, Gordon Brown standing for the Labour leadership in 1994, David Davis being elected Conservative leader in 2005, and Hillary Clinton securing the Democratic presidential nomination in 2008.


One more chapter analyses not just one different election result, but a whole host of them, following the introduction of proportional respresentation in Britain in 1918 (as, in reality, almost happened). This would represent a profound change in terms of elections, but, as our contributor argues, maybe not all that much in terms of government outcomes.


As in the previous two books, the authors have adopted a variety of approaches, including scholarly analyses of the possibilities and causalities of different outcomes, and fictional accounts of alternate political histories – and sometimes both. One chapter is written as a thriller, envisaging the assassination of a Pope, while the final two in the book look ahead to things that haven’t happened yet; strangely, both seem to revolve around the political career of Boris Johnson …


If any reader has ideas for topics, or authors, for a potential further volume, we would be very pleased to hear them; send us your ideas via email at duncan@dbrack.org.uk and/or iain@iaindale.com. In the meantime, we hope you are stimulated, provoked and entertained by Prime Minister Boris and Other Things That Never Happened – but could have.
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Chapter 1


What if Lloyd George and Keynes had gone to Russia in 1916?


David Boyle







It was a horrible shock to hear of the Hampshire disaster and to know that you missed it by so little. I could hardly breathe when I realised it at first … and it was your birthday!


Letter to Keynes from his mother, 6 June 1916





It is 5 June 1916. The Grand Fleet has returned to its North Sea bases days ago, battered but unbowed after its ordeal at the Battle of Jutland. In France, the final preparations are being made for the British offensive on the Somme. At the fleet anchorage at Scapa Flow in the Orkney Isles, a senior government delegation heading for Russia is on board a small drifter, battling against the wind to board the cruiser HMS Hampshire.


It is an undignified business. The sea is too rough for the cruiser to dock and too violent to climb a gangway from a boat in the usual way. It requires a hoist. First up the grey sides is Lord Kitchener, the Minister for War, not just a great man but also, as the Prime Minister’s wife puts it, ‘a great poster’. Prince Felix Yusupov, the future murderer of Rasputin, has been impressed by his grasp of Russian affairs and suggested that the Tsar request a visit.


Next up the hoist, a tall, thin intense-looking man, carrying an attaché case, making sure that Kitchener does not have to talk to his boss when he reaches the top. This is John Maynard Keynes, representing the Treasury and there to assist the dynamic Munitions Minister and former Chancellor, David Lloyd George, who follows behind, irritable and restless, his dapper moustache blowing in the wind.


The rain lashes their faces as they struggle under cover as their teams follow up the hoist. The north easterly wind is now rising into gale force. The smoke from the Hampshire’s four tall funnels is blown down, backwards and forwards across the deck. As soon as the dignitaries are aboard, greeted by the Captain and hurried below for lunch, the Hampshire makes her way towards the great boom which guards the fleet from enemy submarines. Two small destroyers follow in her wake.


Outside the comfort of the fleet anchorage, the gale hits the Hampshire with shocking force. The fleet commander, Sir John Jellicoe, has suggested that they take the westerly route around the Orkneys to avoid the worst of the wind, without realising that – only three days before – the German submarine U75 has laid twenty-two mines by Marwick Head, directly in their path, under the impression it was somewhere else.


Below decks, Kitchener smokes as the ship swings from side to side, while Lloyd George and Keynes are locked in impassioned debate about the Treasury papers. All are nervous of vomiting in front of the others. It is a tough, slow journey and the two escorts are forced to turn back by the heavy seas, so that Hampshire is alone at 7.50pm, when she is torn apart by a huge explosion. Sirens wail all over the ship. Steam fills the companionways and it is clear by the immediate list that she will not stay afloat. Ten minutes later, she is gone.


Kitchener is last seen pacing the freezing quarterdeck as the ship goes down. Lloyd George is seen remonstrating with the Captain. There are no reports of Keynes. Most of the crew die in the freezing tumultuous sea, within sight of land.


On board his flagship, in the wireless telegraph room of the Iron Duke, Jellicoe is given the news, just five days after his return from battle and the loss of 9,000 British sailors. He sits down heavily and buries his face in his hands. The wartime icon and victor of Omdurman, the man who could have been Prime Minister, and the economist who could have changed the world, are all at the bottom of the sea.




~





1 June 2011


To: Professor Charles X. Hackenbacker


Economics Department


Oscar Romero University


New Mexico 87654


USA




 





Dear Chuck,


I was leafing through the pages of the latest edition of the Journal of Economic Mysticism the other day and found the article by your colleague – the one where he claims to have glimpsed some kind of parallel economic universe where an obscure British Treasury official rescued the world.


You know my view on these things. If something has happened, then it had to happen. That’s the way we economists look at things. So I thought I would send you some ammunition against this kind of nonsense in case it comes up in your department. I am avoiding email; we don’t want a repeat of the hacking incident we had last time.


Now, as you know, your colleague suggests that this is all about the career of a Treasury official called John Maynard Keynes, son of the economist John Neville Keynes. Keynes accompanied Lloyd George on his fatal trip in the Hampshire, and my colleague suggests that what should have happened was that neither of them actually went in the end. Both men therefore lived to have their impacts on the world.


Let me go through his suggestions one by one.


The first thing he claims is that Lloyd George would have become Prime Minister in December 1916. This is probably quite true, but – as we know – there was no new Prime Minister in 1916, and Asquith soldiered on until the U-boat and convoy crisis the following year, at which point the Conservatives intervened and the place went to the Conservative leader Andrew Bonar Law. Perhaps, as he suggests, Lloyd George could have held the wartime coalition together, split the Liberal Party and allowed the Labour Party to move into their space. Perhaps he would have brought Churchill back in from the cold: ‘I would rather have him against us every time’, said Bonar Law.1 Perhaps, but this is just part of his dream world. That isn’t what happened, is it?


These things are perhaps more in my remit than yours, since they concern British history. But, as you will recall, Bonar Law managed to moderate matters at Versailles but then instituted a disastrous series of imperial tariffs, Beaverbrook’s price for making him getting him the top job. This led to ferocious trade competition with the United States, and truly desperate balance of payments difficulties, leading to more spending cuts, strikes and riots before they were dismantled by the Liberal government of 1924.


Your colleague says that Lloyd George would have built 170,000 homes, controlled the rents and provided unemployment insurance, and doubled old age pensions. Maybe he would have done. He certainly had a more mellifluous way with words. I’m sure he could have come up with a better slogan than Bonar Law’s ‘houses fit for soldiers in genuine need’!


But then, as your colleague says, even under Lloyd George, the spending cuts of the 1920s reversed most of these achievements. That is why they had to wait for the Liberals to come back into power, an event sadly overshadowed by the business of ousting the ancient Asquith and replacing him with Donald Maclean. The idea that the Liberals had split by then and a majority Labour government was possible is laughable. Please poke fun at your colleague for that on my behalf.


These were difficult years for the Liberals, as you know. They had inherited a disastrous economy, limping along after the post-war spending cuts put through by the fearsome ‘Chamberlain Chopper’. And we can only imagine what kind of dynamism and ideas Lloyd George might have brought to problems if he had not been residing at the bottom of the North Sea at the time. Perhaps they would not have had to rely on the handful of Labour Party votes to force through the Irish peace treaty after so long, and to unravel the tariffs and trade barriers.


Perhaps they might have prevented the Conservatives returning to the Gold Standard. They might have prevented the Great Depression. Who knows? Still, your colleague is undoubtedly right – if Lloyd George had lived, things would have been different. There would have been a great deal more peers of the realm, for starters.


Then we get to the interesting part. Your colleague suggests that this Keynes, who – in this parallel universe he speaks of – was dropped from sailing on the Hampshire at the very last moment, became the critical figure in economics in the twentieth century. He says he formulated a series of ideas which you and I know as ‘Kaleckian’, after poor Michael Kalecki, who suggested something similar – that markets cannot produce full employment on their own, because the wealthy save rather than spend in the bad times.


This is the idea, which you may recognise, that governments should run their economies at full capacity, increasing aggregate demand by borrowing to invest. It was a theory not so much for Liberals, though Keynes was a Liberal, but to underpin Social Democrats. As a result, your colleague’s parallel universe is full of Social Democrats; ours is not.


We know Keynes as a minor member of the Bloomsbury Group, but primarily as the expert in Indian currencies who persuaded Lloyd George not to suspend gold payments in July 1914, and to issue an emergency currency instead. I believe the notes were called Bradburys, after the man who signed them. What we also know about him (he was only 33 when he drowned) was that he and Lloyd George loathed each other. When Lloyd George asked his opinion in a railway carriage in France, he said: ‘With the utmost of respect I must, if asked for my opinion, tell you that I regard your account as rubbish.’2So your colleague’s idea that Keynes and Lloyd George would have worked together in the 1920s to develop these ideas in practice – and that they led to the New Deal in the US – really doesn’t stack up. How could they have produced We Can Conquer Unemployment together?


As we know, even without Keynes, there was a tentative New Deal in the USA, but it only lasted until the economic collapse of 1937–38. Perhaps this Keynes would have had such status by then that he would have been able to stiffen the backbone of policy-makers. Perhaps his policies of borrowing to invest could then have become the orthodoxy after the Second World War. I doubt it myself.


We all know what actually happened. The big new Liberal idea, developed by the leading economists of the 1930s – Irving Fisher, Henry Simons and the Chicago School – was quite different. What actually became the orthodoxy after the Second World War was Simons’s approach to liberal economics: anti-trust, monopoly-bashing and the 100 per cent money system of banking.3


That was the gist of the plans proposed by the Macmillan Committee in 1930. I find your colleague’s idea that the Macmillan Committee was designed as vehicle for Keynes a little strange, since he had by then been dead for fourteen years. No, as we know, the future belonged to Simons and Fisher.


‘The great enemy of democracy is monopoly in all its forms’, said Simons.4 That was the policy which prevailed among radicals on both sides of the Atlantic after the war, determined to prevent another depression and the rise of more fascistic demagogues – and his other policies too, higher levels of tax on the wealthy, and limitations on the power of advertisers to make people unhappy.


So the big corporations were broken up, as they had been in the days of Teddy Roosevelt. For two generations, the names Shell, BP, General Electric, Ford, Morris, ICI and all the rest of them disappeared. In the UK, the Big Five banks – Barclays, Midland, Westminster, Lloyds and National Provincial – were broken up into their constituent parts and sent back to their local areas to learn about good local productive investment.


‘Few of our gigantic corporations can be defended on the ground that their present size is necessary to reasonably full exploitation of production economies’, wrote Simons. ‘Their existence is to be explained in terms of opportunities for promoter profits, personal ambitions of industrial and financial “Napoleons”, and advantages of monopoly power.’5 That was what we got instead of Keynes.


But the real change, at least in our own universe, was to the way banks work. No more would they take people’s deposits and then loan them out again many times over, and risk not having the liquidity they needed in a crisis. They would have to keep 100 per cent of their backing for any deposits they took. There would be no more bank crashes or investment bubbles. Banks would be either investors or warehouses for people’s money. The money was created instead by the government, increasing steadily at 3 per cent a year, and bought in by investors for loaning out again to worthwhile productive enterprises.


That was the world without Keynes that we inherited. Your colleague also suggests that the war in Europe ended as early as May 1945, because of the pioneering work that Keynes and his American colleagues did on how to plan to use the whole productive capacity of the nation. That would certainly have helped my parents’ generation. We might not have had to rebuild south London from scratch after the V-weapon assault. It would have meant that the Soviet bloc would not have extended all the way to the Rhine.


But even your colleague does not suggest that Keynes persuaded your national policy-makers to drop Harry Dexter White’s plan for Bretton Woods – they were not aware at that stage that he was a Soviet agent. Maybe he would have prevented the adoption of flexible exchange rates, maybe not. As we know, what actually happened was that the British negotiators failed to argue effectively for anything else. Or to re-negotiate the humungous British loans in 1946, as your colleague claims Keynes would have done. That is why so many devaluations of the pound took place in the years that followed, and explains its slow decline as a serious currency. That is why Britain was only rescued from economic collapse by Marshall Aid.


I know we had the New Pound for some years, but we were glad to pension if off, quite frankly, along with the lire and drachma, and join the euro – goodness knows what Keynes would have said about that! Well, I know what your colleague says. He thinks Keynes would have said: ‘above all, let finance be primarily national’.6 But really, who knows?


So there we were after the war, with no Keynes to save us, a plummeting currency, no imperial tariffs, little or no empire – because it had been mortgaged to the USA – and when the new Liberal government arrived in 1946 there was no money for the great social experiments some had dreamed of; it was like the 1920s all over again. Huge inflation (no Keynes plan for compulsory savings to keep inflation down during the war), spending cuts, followed by strikes, followed by devaluations. It kept the Liberals out of office for nearly fifteen years afterwards.


What saved us, as you know, was the British plan for a European community and Simons’ anti-trust policies. It meant that we had proper banks, hundreds of them, rather than the Big Five that two decades of Montagu Norman at the head of the Bank of England had left us with (did you know Norman was a patient of Jung’s, incidentally?). We had local investment and a ferociously productive economy, which is why they called us the English Tiger in the 1970s.


That was the world we knew as we grew up, and it seemed to me that it worked. That was why our Prime Minister Harold Macmillan could say that ‘some of our people have never had it so good’. That was why it all felt so prosperous under the Liberal governments of Roy Jenkins in the 1960s, as we rebuilt Britain’s manufacturing base in small-scale networks of workshops like those in Emilia-Romagna, or webs of co-operatives like those in Mondragon.


I mention this because it is strange, is it not, that your colleague suggests that both parallel universes culminated in much the same place? The new generation at the Chicago School of Economics, including Simons’ favourite pupil Milton Friedman, changed their minds, didn’t they?


Friedman and his colleagues came to believe, as you know, that the Great Depression was caused, not because of Wall Street greed or any basic flaw in the economic system, but because the Federal Reserve took so much money out of the economy. He became fixated on the quantity theory of money and came to think that nothing else mattered.


He was such a romantic, Friedman – the perfect balance to your colleague’s portrait of this Keynes – and so were the other creators of the new conservatism, like that crazy novelist Ayn Rand. Like Hayek, they started by looking a little like Liberals, but they ended up as libertarians – which means, in the end, that the richest and biggest were encouraged to ride roughshod over everyone else.


Of course, they were helped by the Vietnam War. Your government kept on producing money to keep up with all the bombing and the huge military resources they needed, way beyond Simons’s 3 per cent increase a year. Then there was inflation and the whole 100 per cent money idea fell into disrepute. So they stopped and let banks create money again as they used to. ‘Politicians are less likely to spend the government’s money if they know a large part of it is borrowed’, said Friedman.7 So of course the banks make huge profits from that, and we are heading back to where we started.


And we’re back to our present sorry situation, in both parallel universes, with or without Keynes or Lloyd George. Giant corporations which hoover up the money which ought to be going into productive investment somewhere else. Banks which are busily corroding the real economy, and – as a result – the banking crash of 2008, which seems to refute most of what Friedman stood for, though no one seems to realise it.


But the two universes are not quite the same. For one thing, in the world without either Keynes or Lloyd George, we now have a Conservative–Labour coalition in this country. And, ugh, the Labour Party are not what they were in your colleague’s parallel world – they are now all union-jack waving, Daily Mail-reading intolerance!


For another thing, there is no division that your colleague suggests in the US between old liberalism (tackling monopoly, regulating the money supply) and new liberalism (borrowing and spending). In fact, there is no such thing as a new liberalism. Kaleckian economics is regarded as having been tried and failed – though the extra-parliamentary left are constantly suggesting otherwise.


We also live in a different kind of nation to the picture your colleague painted. The capital of the European Union is in London. The Bank of England is the lead institution for the euro, which provides us with our currency – which suits us very well but is dreadful for countries like Ireland, Greece and Portugal, and certainly not good for Germany now it’s extracted itself from behind the Iron Curtain and joined the party. We have a robust and diverse banking system, including thousands of community banks – and our banks survived the 2008 crash unscathed.


Also, there is a different choice between progressives and conservatives on both sides of the Atlantic. Conservatives want corporations to do as they please so that the rich get all the benefits; Liberals want to tackle monopoly wherever they see it so that everyone gets the benefits. That’s the dividing line between us, laissez-faire versus free trade. But of course you know all this.


In any case, I can’t see that these parallel universe discussions get us anywhere. I don’t think it’s an economist’s job to make predictions about the future, or the past, or anything that can be held as a hostage to fortune. The day we start letting the real world intrude on our theories will be a bad one for economics, let me tell you!


Please don’t leave this letter lying around, and I look forward to drinking beer with you on your next five-year sabbatical.


Yours sincerely


Gerald




~





30 June 2011


To: Gerald Banks PhD


Senior Lecturer in Economics


University of Milton Keynes


MK30 6ET


UK




 





Dear Gerald,


Thank you for your letter, which I have copied and posted back to you for posterity, enclosed in this envelope. You are quite right, of course, and I have mentioned our concerns about the article at the departmental committee. Unfortunately the Journal of Economic Mysticism is largely sacrosanct these days, since the Federal Reserve chairman began to use it for communicating his ideas.


My colleague tells me that he is, in fact, planning a sequel! He has decided that he made a mistake about Keynes dying of exhaustion after the loan negotiations in 1946. He says that since both his parents lived until their nineties, it seems likely that Keynes would too.


He says that, had Keynes survived the Hampshire, he would therefore in fact have lived until 1973 and – as an old man – became disillusioned with his own theories and became the founder of what we now know as green economics.


Apparently, this is what he might have said on the subject:




The same rule of self-destructive financial calculation governs every walk of life. We destroy the beauty of the countryside because the unappropriated splendours of nature have not economic value. We are capable of shutting off the sun and the stars because they do not pay a dividend. London is one of the richest cities in the history of civilisation, but it cannot ‘afford’ the highest standards of achievement of which its own living citizens are capable, because they do not ‘pay’…


Or again, we have until recently conceived it a moral duty to ruin the tillers of the soil and destroy the age-long human traditions attendant on husbandry if we could get a loaf of bread a tenth of a penny cheaper. There was nothing which it was not our duty to sacrifice to this Moloch and Mammon in one; for we faithfully believed that the worship of these monsters would overcome the evil of poverty and lead the next generation safely and comfortably, on the back of compound interest, into economic peace.8





There we are. That was an economic manifesto that I’m glad was never uttered. I don’t know where my colleague gets this stuff. I have asked him how he goes about his research, but he just stares knowingly at me in an irritating way and mumbles something about a Subtle Knife.


I gather that Keynes and Schumacher cooperated, just before he died, on a book called Small is Theoretically Beautiful.9 In fact, if Keynes had lived, he believes that he would become increasingly sceptical about money because, as Ruskin put it, ‘there is no wealth but life’ – a pernicious idea that no serious economist could possibly endorse.


Farewell, old friend. I will be coming over to your country shortly to lecture on genetic probability and the markets.


Yours ever


Chuck




~





In the freezing water off the Orkney coast, in the rusting remains of HMS Hampshire, the intermingled bones still remain of David Lloyd George, John Maynard Keynes and Lord Kitchener, a silent testament to a world they might have changed completely – and around them the bones of so many others who, had they lived, might have their own unique shifts in the world we inherited.
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Chapter 2


What if proportional representation had been introduced in 1918?


Robert Waller





Change from the First Past the Post (FPTP) system for electing the UK House of Commons has been intermittently suggested over the past hundred years, most recently in the referendum of 5 May 2011 on the introduction of the Alternative Vote. A typically British variety of more proportional systems has now been adopted for other elections such as those to the Scottish Parliament, the National Assembly for Wales and the Greater London Assembly (all by the additional member system), elections in Northern Ireland and Scottish councils (the single transferable vote), and for the European Parliament (regional list). However every election for MPs at Westminster, where most of the power has always been located, between 1910 and 2010 have essentially retained FPTP, giving rise to debate about both its fairness and its effects.


In this chapter the latter are considered, in the light of the possibility that for general elections from 1918 onwards FPTP might have been replaced by a considerable degree of proportionality in the way that votes are translated into parliamentary seats. This suggestion is not, in its initial premise, mere fantasy. Electoral reform for the Commons was seriously considered by the Speaker’s Conference that was called in 1916 and reported in 1917. If the outcome adopted then had been different, many believe that the subsequent history of Britain would have been significantly altered. They may have been disappointed.


Reform of the electoral system, both the alternative vote (AV) and a fully proportional method, the single transferable vote (STV), were both very seriously considered during the second half of the First World War. The work of the First Speaker’s Conference began in October 1916, two months before Lloyd George’s ‘coup’ in which he replaced his long-term Liberal colleague Asquith to form a three-party coalition headed by a five-man War Cabinet. David Butler, in his authoritative study of the electoral system in Britain since 1918, declared that ‘astonishingly, on proportional representation complete unanimity was achieved’.1 By 14 December the Speaker reported its first period of its work to the new Prime Minister – and it included a resolution which had been passed recommending the use of proportional representation (STV) for multi-member constituencies,2 along with AV for all the remainder, single-member seats.3 The acknowledged expert on electoral reform for this period, Martin Pugh, has argued that Lloyd George missed a golden opportunity fully to back electoral reform at this stage, before he had decided to throw in his lot with the Conservatives as in the December 1918 ‘coupon election’.4


A proposal by Asquith to enact the Speaker’s Conference report was passed by the Commons on 28 March 1917 and a consequent Representation of the Bill to that effect on second reading in late May. Even after thorough controversy and debate at the Committee stage, the AV proposal was passed by 151–123 in the Commons on 22 November 1917. However the STV section of the Bill was defeated three times in the Commons, on 11–12 June by seven votes, when heavy Conservative opposition by over two to one outweighed the small but favourable majorities of the other three main parties (all being unwhipped),5 then again in July and November. However when the Bill went to the Lords the PR-STV idea was not only revived but extended, as members of the Upper House sought to remove AV entirely and replace it with an STV system covering more than 90 per cent of the constituencies in a framework of multi-member seats, in Lord Selborne’s proposal of 21 January 1918. By 26 January, five days later, Selborne had prepared a detailed proposal for 25 five-member, 42 four-member, and 50 three-member constituencies in England.6


However by a majority of 100 the Commons rejected this measure that might have so transformed the subsequent course of British history, though they did reinsert the alternative vote on 31 January. In a rapid game of parliamentary table-tennis, in early February 1918 the Houses ejected each other’s electoral reform proposals, and ended with neither, even though, as David Butler pointed out, ‘a parliamentary conference had unanimously recommended another system and although a substantial majority of the members of each House had, at some stage of the discussion of the Bill, voted for one or other of the proposed reforms of the system’.7


According to the Manchester Guardian Editor C. P. Scott’s diary for 28 January 1917, Lloyd George’s position was that he would apply proportional representation ‘all round or not at all’. It was to be ‘not at all’ in reality, but let us imagine that the Prime Minister – perhaps already having the intention of cementing his putative personal ‘centre’ party in coalitions for the foreseeable future – had used his influence in favour of the Lords position on STV, and that, as with votes for women and far more men in 1918, ‘all-round’ PR had indeed been passed in that seminal Representation of the People Act. Lord Hattersley opined in his recent biography that ‘Lloyd George was a coalition man’,8 and PR would have been an ideal way to all but ensure coalition government.


If we assume PR could already have been in place for the December 1918 ‘coupon election’, Lloyd George’s coalition would still have won an overall majority, especially as the vast majority of Irish members would still have been Sinn Feiners, who did not take their seats on principle. The Labour Party would have been more rewarded for their advances since the previous election eight years before for, with over 20 per cent of the vote, PR should have given them nearly 150 MPs rather than the 52 actually won under FPTP.


As the reform of electoral systems is highly unlikely to alter the onset, course or aftermath of wars, including their overwhelming economic consequences, there is no reason to believe that the events of the years 1918–22 would not be as happened in reality, with Lloyd George’s coalition coming to an end after the legendary expression of backbench Conservative power at the Carlton Club meeting on 19 October 1922. However, we must assume that the election that followed the next month would commence the divergence in history, as the Conservatives were far short of winning a majority of votes, achieving only 38.5 per cent of the UK share – which in FPTP reality was enough for 55.9 per cent of the seats, well ahead of the very divided opposition. As Labour and the two bitterly divided Liberal parties (still led by the feuding Asquith and Lloyd George) would have been highly unlikely to form a coalition between them, especially as two of these three had refused LG’s coupon less than four years previously, Baldwin would still have formed the government in November 1922 – except as a minority.


It could be argued that we should no longer assume that Baldwin’s government would have taken the same course as it did ‘in the real world’ in 1923. However, it seems reasonable in this, as other counterfactual exercises, to work on the principle of less difference from reality in the early stages, and it can also be argued that the effects of PR would not be fully understood in its early years. Finally, as A. J. P. Taylor pointed out,9 there seemed little rational reason why Baldwin should have revived the ‘terrible controversy’ of protectionism anyway; he must have realised that it would be likely that it would end in his defeat when he called the election of December 1923 to give a mandate to tariff reform. He may have been worried about a revived coalition between Lloyd George and the Conservatives, and wanted to drive a wedge between them, or it may have simply been a matter of principle.


Assuming that proportional representation did not, initially at least, mean an end to all political principle, it is posited that the 1923 election did take place, and produced a similar result in terms of votes. With the Conservatives obtaining 38 per cent of the vote, and Labour and the temporarily reunited Liberals 30 per cent each, this produced a hung parliament in any case (a rare election in which FPTP produced a fairly proportionate outcome), and we assume that the Liberals backed a minority Labour government for the reasons they did in the real timeline – and withdrew that support for the same reasons after just under a year. However, the October 1924 election would have meant that Baldwin again did not gain an overall majority, attaining under 47 per cent under FPTP – and the Liberals may have come up with more than 339 candidates, knowing that votes gained even in their many hopeless seats would still count towards electing MPs.


This would have given Lloyd George another potential opportunity to regain a place in government. Differences with Asquith had again reemerged, and LG could have mobilised enough of his old supporters to split earlier than he did (in 1931), to provide enough support for Baldwin to achieve his overall majority, especially after a promise not to revive the spectre of tariff reform. We do know that in 1924 LG ‘was adamantine in his refusal to provide the Asquithian-dominated Liberal Party organisation with funds,10 and in The Goat in the Wilderness John Campbell accused him of a Machiavellian action to oust Asquith, to smash his own party and to rule the rump:




He soon became equally impatient of Asquith and of Labour, and resolved to be rid of both. He therefore worked with the Tories to bring down the government and force a general election, for which the Liberal Party, lacking adequate financial help, was unprepared.11





Chris Wrigley has summed up Lloyd George’s position thus:




During the 1920s, LG moved this way and that for political advantage, sometimes veering towards Conservatives to explore possibilities of a new political grouping and at the same time making advances towards Labour.12





PR would have been ideal for those manoeuvres.


In our counterfactual, industrial relations still came to dominate the mid-1920s, but LG proved an enthusiastic junior coalition supporter in the Conservative strategy to crush the 1926 General Strike, unlike in reality; the attractions of power and office can have potent effects on policy positions. His role as a man of the people on his road to power way back in the 1909 Budget was certainly long behind him.


There are several different types of proportional representation, and it was a well-advised choice in 1918 to opt for the single transferable vote. Regional lists and the additional member system both transfer power from the voter to the parties, denying the opportunity for voters to vote out an individual MP whose representation is deemed unsatisfactory, due to the party control of the order of the lists. STV, however, uses a preferential system, with one vote with second, third, fourth (and so on) choices being applied until candidates are either eliminated for lack of support or reach the necessary quota to be elected, thus ending such evils as the wasted vote and tactical voting. As applied in multi-member constituencies, for example of three, four or five representatives, it also does not break the link between the MP and his seat; in fact, in theory it improves the link, as voters can even express a preference between candidates of the same party, either on a personal basis (for example if a government minister is thought to be neglecting the constituency), or on political lines, giving a possible choice between more left- and right-wing candidates from the same party, or even choosing politicians with a local base in part of the larger seats – all strategies that have been practised in Irish elections under STV.


Unfortunately, in our counterfactual all the major parties soon realised that these characteristics meant that STV gave voters a dangerous amount of democratic choice and power at their expense – and adopted the policy of only putting up as many candidates as seats they believed they could win, as well as tightly controlling all their nominations; this is essentially what happened when STV was used in Scottish local elections from 2007.13 This negated one of the democratic advantages of a system that remained very attractive, on paper.


The 1929 election saw a swing against the Baldwin-LG government, with Labour almost becoming the largest party for the first time, and the non-LG Liberals were only too keen to support MacDonald as he formed his second minority administration. The electoral system encouraged the Labour leader to aim for moderation, even more than in reality because of the PR-determined need to occupy the centre ground. However, the method of electing MPs cannot stave off a great depression, whether it originates outside the country or not, so his second government met the same fate as it did in reality.


In 1931, therefore, there was a similar outcome to the actual course of history, with the MacDonald-Baldwin National Government coalition gaining just over two-thirds of the total vote, although of course Labour’s 31 per cent share meant they returned nearly 200 MPs, not the paltry 52 they managed in reality. The parliamentary system scarcely allowed even this number to form an effective opposition to the coalition that continued through the 1930s, although after the 1935 election its majority was much more slender, having obtained only 53 per cent of the vote, meaning its overall majority was not nearly 250 but more like 50.


The only impact this could have had was somewhat to strengthen the hand of the anti-appeasers within the Conservative Party as the prospect of war loomed again in the late 1930s – or it would have, if Labour had itself not been divided. The Labour leadership was suspicious of the Communist influence on the republican side in the Spanish Civil War, the Parliamentary Party only voted to abstain rather than vote against increased rearmament expenditure in July 1937, and Labour generally welcomed the Munich agreement in September 1938. There were even doubts about the ‘Popular Front’ later in 1938 as a revival of ‘Lib-Labbery’.14 Anyway, as he had at the end of the Weimar Republic in Germany itself, Hitler ignored PR and its effects, and the war led to Churchill’s all-party coalition in any event, while the 1940 election was cancelled, as parliamentary sovereignty allowed.


1945, however, was a different case. Although in the true course of history this was regarded as a Labour landslide, in fact the party did not achieve an overall majority of votes but only 48 per cent, and in our counterfactual Attlee could form a government only with the help of Common Wealth party radicals and left independents. Even this gave him only a slender majority in the Commons, and with 48.6 per cent of the 1945 vote going to Conservatives and Liberals (who gained over 50 MPs rather than just 12), parties strongly ideologically committed against socialism, only part of the programme of the most radical government Britain has ever had could be passed. This did, however, include the bulk of the welfare state provisions, due to the expectations raised during the war, for example by the Beveridge Report (Beveridge himself was a Liberal). In addition, the coal industry was nationalised, as it had effectively been taken under government control for war production, and the private coal companies’ control had already been broken.15 However the more contentious nationalisation of iron and steel in 1951 did not happen, as Attlee had already been ousted in the election the year before.


One of the characteristic effects of PR is the encouragement of consensus politics and the diminution of drastic changes between successive governments, and this is well illustrated by the case of the steel industry, which in fact was the subject of denationalisation by the Conservatives in 1953 and renationalisation by Labour thirteen years later, before finally being re-privatised under the Thatcher government in 1988. It is a matter of deep political debate whether this consequence of the electoral system represents more stable government and policy, or a bar to radical change.


In 1950, Labour achieved 46.1 per cent of the vote – under FPTP enough to be returned with a narrow overall majority of 15, but under PR this would have been overborne by the 52.5 per cent gained by Conservatives (including the remnants who still called themselves National Liberals) and the Liberal Party itself, which, led by Clement Davies, was far more inclined to support the right rather than the socialists. Indeed, in reality, the anti-Labour pacts that were to sustain some of the handful of Liberal MPs through the decade started in 1950, with Donald Wade elected in Huddersfield West without a Conservative opponent, while the Tories alone fought the east division of the town. This arrangement was extended from 1951, with Bolton entering a similar arrangement to Huddersfield, and Davies himself had no Tory opposition in 1951 and 1955 – by which time most of the six Liberals actually returned did so courtesy of a free run. In 1950 Churchill actually offered one of the Tories’ party political broadcasts to the Liberal candidate for Colne Valley, Asquith’s daughter Violet Bonham Carter, and in 1951 invited Clement Davies to a government post as minister for education.16


Given these facts, we may posit that under PR the Conservatives would have governed with Liberal support throughout the 1950s, even though they never achieved 50 per cent of the vote – and we should remember that the Liberals (and other minor parties) would probably have achieved more votes with the proportional system, as they drastically reduced their candidatures to stand in just 109 seats in the UK in 1951 and 110 in 1955. Under the STV system this would have not have had such a diminishing effect on their share of the vote in the larger multi-member constituencies. Consequently we can assume that the course of history in the ‘grey decade’ would have been relatively unaltered, with a Conservative-led government adopting Conservative policies, supported by a rather sycophantic Liberal leadership, although it is to be doubted whether Clement Davies would ever have played tennis with Winston Churchill, Anthony Eden or Harold Macmillan. Indeed the Liberal Party itself could be regarded in our scenario as little more than a shadow of the National Liberals, until a younger group of grassroots activists rebelled against the leaders, who they accused of going ‘Tory-native’ in government.


However, that did not happen until the mid-1960s. Since there was much less reason to vote Liberal as a way of objecting to a Conservative government, there had been no Liberal revival based on by-election victories against Conservative incumbents such as those at Torrington in 1958 or Orpington in 1962. Alec Douglas Home was thus able to form a fourth successive Tory administration in 1964, despite getting fewer votes than Harold Wilson’s Labour – due to the continuing support of the ‘old guard’ Liberal Party leaders. But as his government was seen as ever more tired and out of touch with the ‘swinging sixties’, and mercilessly panned by the energised new waves of satirists, encouraged by the electoral system the Liberals split, with a new younger group of MPs, led by Jeremy Thorpe, moving over to support Wilson, still spouting his ‘white heat’ line and as leader of the Opposition engaging in photo-shoots with the Beatles. After a seminal grassroots Liberal conference, eliciting echoes of the heroes of the 1922 Committee, the government changed in 1965, without an election.


This was a new departure for the UK, but by no means unlikely under a PR system, as the practice of the Free Democrats in Germany was to show. Even in 1966, Labour could not achieve more than 50 per cent of their vote on their own – in fact, no party ever had, nor probably ever will, under PR, because it encourages small parties and independent candidates to stand much more than under FPTP, making the chance of an overall majority effectively impossible. Because of their agreement, after the 1970 election the Lab/New Lib coalition survived, even though the Conservatives won more votes than Labour after the economic crises of the late 1960s. Edward Heath declared that the will of the people had been thwarted, but Mr Wilson retorted that he had been returned to power with a clear mandate of over 50 per cent of the electorate, and that Mr Heath might well practise his sulking, as he was likely to need it on later occasions.


However, for the time being, Mr Wilson was wrong. He had either underestimated or overestimated his coalition partners.


Due to the militancy of the unions and associated economic problems, and even more because of the prospect of Heath making a renewed bid for EEC entry (while Wilson, faced with a deeply divided party, sat on the Channel-fence), the Liberals switched again in early 1972. The government again changed without an election. Enoch Powell left the Conservative Party due to his perception of the fraudulence of its European position, but despite calls, did not form a breakaway party – even though it would have had a considerable chance of success under PR, due to his position on race and immigration – because he was against PR on high principle. Instead he went to Ulster.


The Heath-Thorpe government succeeded in its application to join the European Economic Community, but the unions, led by the miners, continued to cause trouble. In February 1974 Deputy PM Thorpe refused to let Heath call a divisive election, insisting that the coalition should complete a full five-year term, that consensus, not confrontation, was the right way to govern, and that the Liberals expected loyalty from their partners in administration. Therefore Heath staggered on, but after the 1975 election Labour obtained the most votes – but of course no majority, as it was under PR – and the Liberals switched yet again to back Labour, stressing that it was their democratic duty to support the party that had received the highest popular acclaim. Mr Heath continued to occupy Downing Street for some days, but although it was rumoured that Jeremy Thorpe himself had been willing to consider his offer of a renewed coalition, particularly with the role of Home Secretary for himself, his Liberal Party colleagues vetoed the idea.


The late 1970s Labour-Liberal government (Callaghan-Steel after two changes of leadership, for different reasons) was so beset by stagflation and union troubles that the new Conservative leader Margaret Thatcher came as close to winning a majority of the popular vote in 1980 as can be imagined under STV. The opposition was very divided partly because minor parties, including the extreme right National Front, did better than under first past the post. The NF managed to get a few MPs elected in 1980 in the West Midlands and North of England, but most were soon disqualified for non-attendance and/or criminal activity. The NF split, partly due to an argument about the sexual preferences of their leading figures, and for the time being the far right sank out of sight.


The redoubtable Mrs Thatcher had no truck with coalitions (apart from with the Ulster Unionists) but she could never command enough support in the House to push through her more radical measures, although most parties did support her over the Falklands. She again nearly won a majority with 45 per cent of the vote in an election called shortly thereafter, in 1982.


However, she could not pass such strong anti-union measures, due to her lack of an overall majority, so there was no full Thatcherite revolution (although the unions still grew much weaker and lost over half their membership because of the inevitable decline of manufacturing industry and coal mining). When she proposed a poll tax to replace local authority rates, opinion poll ratings led the party to remove her in the late 1980s and replace her with a more emollient compromise candidate who might return to a coalition approach – John Major.


As Labour had swung to the left after pressure from grassroots militants, and Trotskyite entryism, even though the main parties were fairly close in the 1987 election, Major formed a government with the Liberal-SDP Alliance as junior partner. The SDP had been created a little earlier than in reality due to the encouragement PR gives to splits and new parties, almost immediately after its leading members, the Gang of Four, had lost their cabinet positions at the 1980 election. For the same reason they had not joined with the Liberals quickly, but the Alliance and then the merger to form the Social & Liberal Democrats was cemented when Dr David Owen gained a promise from the Liberals that they would on no account form a coalition with his loathed former colleagues.


Major’s thoroughly centrist government lasted into the 1990s, and through the 1992 election, when it did surprisingly well (not that it would have mattered what the shares or totals of the votes were as long as the coalition held). With the Liberals pushing him not to resist the advance of Euro-federalism, however, the Conservative right became even worse ‘bastards’, and with the birth and rise of New Labour, in 1997 Tony Blair’s remodelled party won the most votes by far. Of course Blair had no majority, but the Liberal Democrats were happy with him, his social democratic (to put it mildly) policies, and his promises of massive constitutional reform, as were the Nationalists with his devolution proposals. Dr Owen, on the other hand, left the political scene with some venom.


Nationalists had consistently returned more MPs due to PR. In 1975, for example, the SNP had taken 30 per cent of the Scottish vote, which gave them 21 seats, and even in 1980, after a relative collapse of their share, they retained 12. The prospect of continuous representation on this scale enhanced the need for devolution to both Scotland and Wales – as it had in the late 1970s, given the increased number of nationalists elected under PR. However, in the earlier decade this justification was not strong enough to overcome the bitter divisions within the Labour Party and the staunch unionism of the Conservatives at the time – and oddly, PR had seemed to limit the threat of a massive SNP breakthrough compared with the magnifying effects of FPTP. Meanwhile, in Northern Ireland there had long been a much better representation of the minority Nationalist/Republican tradition than under FPTP, though this had little effect while the province was largely ruled by a Unionist majority at Stormont.


Even without a majority, with Blair’s constitutional reforms – mild though they turned out to be, including incorporating the European Convention on Human Rights into British law, but with no concession of a codified constitution or a bill of rights entrenched in law, and there is a big difference between a human rights act (easily suspended, amended or repealed) and an entrenched bill of rights as in the US codified constitution – and moderate pro-EU stance, and even more the economic climate, the Liberal Democrats remained satisfied with him and with New Labour, so he remained comfortably in office, with another election producing a similar result in 2002. ‘The Project’ was sailing along nicely until 2003, with Blair completing the privatisations of telecoms, water, gas, railways, coal mines, and almost all other public sector industries (and air traffic control) that Thatcher and Major had struggled to achieve in their minority and coalition administrations.


However, his coalition partners did not let him join the US in their war of revenge on Iraq, and the Prime Minister – denied his mission, however liberal the intervention – resigned in a fit of pique, stating his evangelical determination to bring peace to the Middle East, one way or another. Gordon Brown finally got his chance.


Impossible to work with, after a much more even result in 2005, the Liberals were fed up with Brown shouting at them, especially when Kennedy had quit through ill health and Ming Campbell had been brow-beaten; and under yet another leader, Nick Clegg, in 2006 they switched to the smoother Conservative Party leader, David Cameron – without an election, and after lengthy secret discussions. The latest coalition was not really much more electorally successful in the 2007 election than the two parties had been in 2005, but Cameron and Clegg hit it off and again formed a coalition government.


They were immediately beset by a sea of troubles, most of all an economic crunch caused by a banking crisis, and in the run-up to the fixed-term election in 2012 they are a long way behind in the polls. It looks like the Lib Dems are likely to split, or else the Conservatives may do, with the hard-line ideological right wing, ardently supported by the Daily Telegraph, considering a bid to incorporate the small but potentially growing band of UKIP MPs, that party being more fairly represented due to the proportional system.


Everyone awaits the 2012 election, but everyone knows the result: a hung parliament, like every one since 1918. It will be over to the politicians yet again, to see what deals can be cobbled together. All parties refuse to say in advance who they might ally with. Interest, and hence turnout, is expected to be low.
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Chapter 3


What if Lloyd George had done a deal with the Tories in 1931?


Jaime Reynolds







I have sometimes wondered during the past few anxious weeks what would have happened had you been on your feet at the critical moment. Somehow I can scarcely think that, in such circumstances the position would have developed in precisely the way it has … I think your being out of action will be seen as a great part of the tragedy.


Harry Nathan MP to Lloyd George, 13 September 19311





In August 1931 the Liberals and Conservatives came together in the last peacetime coalition government in Britain before 2010. It was formed in a ‘hung parliament’ amid an international financial crisis in order to restore confidence and defend the pound by cutting public expenditure and reducing the budget deficit. It replaced a Labour government battered and broken by the economic crisis that had begun two years earlier.


But the deal reached in 1931 was very different from that of 2010. There was no real meeting of minds between the two parties either on policy or on strategy. The government was to be temporary, with great uncertainty about what would happen next. No provision was made to protect the electoral future of the Liberals. Although the coalition depended for its parliamentary majority on Conservative and Liberal votes, the Liberals were treated as the third party in the cabinet, overshadowed by ex-Labour ministers, led by Ramsay MacDonald, who continued as Prime Minister.


In the complex and crisis-driven negotiations of August 1931 that produced the extraordinary and unexpected outcome of a Con-Lib coalition led by a Labour politician, the Liberals came out badly. This became apparent in October when they were forced into a general election that left the party fragmented and crushed.


The 1931 crisis was a pivotal moment in twentieth-century British politics. It was the point at which the three-party system, revived by Lloyd George in the late 1920s, gave way to the bipolar system that survived intact for the next half century and, indeed, in many of its essentials, to the present day. It was the nemesis of the old Liberal Party. Not until the twenty-first century did British Liberalism recover the ground it lost in those events.


How was it that the Liberals allowed themselves to be drawn into such a deadly trap? Why did they not strike a harder bargain and insist on a longer-term agreement, as they did in 2010? And if they had done so, what might have been the impact on British politics?


At a crucial moment in the crisis, on 27 July 1931, David Lloyd George, the Liberal leader, a negotiator and political operator of genius,2 was suddenly taken ill with prostate problems and underwent emergency surgery two days later. A long convalescence followed, during which he was left frustrated on the sidelines, unable to participate directly in the dramatic political upheaval that unfolded in the following weeks.


In time Lloyd George recovered from his illness and remained a formidable political figure for a further decade. If he had not fallen ill in 1931 he would have led for the Liberals in the critical three-party negotiations. As it was, MacDonald and Neville Chamberlain for the Conservatives (deputising for Stanley Baldwin who was on holiday) were the two decisive figures in those talks; Herbert Samuel (deputising for Lloyd George) made little impact. Lloyd George would have added a third dynamic element that could have altered the chemistry, and perhaps the result.


A Lib-Lab coalition?


Unlike 2010, a Lib-Lab deal, and not just a Lib-Con coalition, was arithmetically viable in 1931, as the 1929 election had produced a true hung parliament with 287 Labour, 260 Conservative and 59 Liberal MPs. Indeed, the most plausible counterfactual outcome if Lloyd George had participated in the 1931 talks would have been a Lib-Lab deal.


Lloyd George had been aiming for this option since late 1929 in a complex and partly concealed series of manoeuvres that culminated in early 1931 in a parliamentary understanding by which Labour ministers consulted the Liberal leaders on legislation, and most Liberal MPs gave the government support in the lobbies. There is evidence – though unfortunately rather thin evidence, as a vital document has been lost3 – that in early July 1931 this understanding was on the brink of being upgraded into a full-scale Lib-Lab deal, with Lloyd George and other Liberals entering MacDonald’s government. This tantalising prospect was put on ice by the financial crisis which blew up in mid-July and then by Lloyd George’s illness. But it remained a possibility until the Labour government collapsed and the National Government emerged in late August. There is every reason to believe that if Lloyd George had been on the scene he would as his first choice have continued to follow this avenue.


The Lib-Lab scenario has been explored elsewhere, in John Campbell’s biography of Lloyd George between the wars.4 This chapter focuses on the other key counterfactual possibility: an essentially Con-Lib coalition government not dissimilar to that which was in fact formed, but with the Liberals driving a harder bargain and thereby protecting their own long-term interests more effectively.


The 1931 crisis and Liberal disintegration


The five days it took to form the Cameron-Clegg coalition in May 2010 pale into insignificance compared with the drawn-out crisis of 1931. After a brief honeymoon, the Labour minority government of 1929–31 was faltering almost from the start, sinking beneath the steadily worsening economic conditions following the Wall Street Crash of October 1929 and fruitless efforts to check the rising tide of unemployment and public expenditure, swollen by unemployment benefits. There was already much talk of national crisis by late 1930, but the government’s agony really began in mid-July 1931, when a run on the pound began following bank collapses in Germany. It lasted until 23 August, when MacDonald finally gave up his desperate efforts to reconcile the Labour cabinet to a package of expenditure cuts sufficient to win the support of the opposition parties and to pacify the markets.


The emergency National Government formed on 24 August very soon faced a new crisis over the inter-related questions of its own future and the unravelling of its economic strategy. It was understood initially that the government would drive through the expenditure cuts within six weeks or so and then be followed by a general election contested by the parties independently. This was soon replaced by the idea that the National Government should continue in being and submit itself to an election either immediately (as favoured by the Conservatives) or in 1932, when the economic situation stabilised (as favoured by MacDonald and the Liberals). The election uncertainty triggered renewed pressure on the pound and on 21 September Britain came off the gold standard.


The collapse of gold removed much of the original economic case for the National Government, but it had none of the catastrophic effects that were feared in August. As soon as the dust settled the Conservatives resumed their push for an early general election, capitalising on the opportunity to defeat the divided Labour Party, further weaken the Liberals, and in the process undermine the free-trade majority in the Commons.


It was at this point that the trap into which the Liberals had fallen was sprung. After a forlorn rearguard attempt to delay the election, or at least extract guarantees on free trade, Herbert Samuel, to Lloyd George’s fury, gave his assent. On 5 October the cabinet agreed to an election with each party fighting on its own programme, under a general statement issued by MacDonald seeking a ‘doctor’s mandate’ to carry through whatever steps were necessary to restore the economy (not excluding protectionist measures). Samuel extracted an empty promise that an inquiry would be held before any proposal could be made to introduce a general system of tariffs.


The election completed the fragmentation of the Liberals. Samuel’s group of about 25 MPs stood as supporters of the National Government, but in competition with the Conservatives in many of the 111 constituencies which the party managed to contest. The anti-Lloyd George faction (around 25 MPs) stood as ‘Liberal Nationals’ under the leadership of Sir John Simon, and in almost all cases their 41 candidates were given a free run by the Conservatives. Lloyd George with his family and a couple of others fought the election independently, in opposition to the National Government.


The election was a massive landslide for the National Government or, more accurately, for the Conservatives (470), flanked by 35 Simonite Liberal Nationals and only 32 Samuelites, facing an opposition comprising 52 Labour MPs and Lloyd George’s family group of 4.5


The final stage of the crisis for the Liberals came in 1932, with the ending of the free trade system under which the British economy had functioned since the mid-nineteenth century. After a perfunctory inquiry, the Conservatives forced through a general tariff in early 1932 against the impotent opposition of the Samuelites. In September the free-trade Liberals resigned from the government over the Ottawa preferential tariff agreements, though Samuel did not finally lead his party into opposition until November 1933.


The independent Liberals now entered the most wretched period of their decline, returning only 17 MPs at the 1935 general election, with Samuel himself losing his seat.6 The Liberals had abandoned the field in many parts of the country and had lost about a third of their 1929 vote in the remaining seats that they contested.


What would Lloyd George have aimed for?


As we have seen, the Liberals occupied a pivotal position in the arithmetic of the 1929–31 Parliament, they played a key role in the negotiations that led to the formation of the National Government, and they constituted a crucial element in the coalition’s claim to represent the nation and not just the Conservative Party. In the end this counted for very little. The National Government flourished, continuing in office until 1945,7 but by 1933 the Liberal Party was almost destroyed.


Lloyd George could see this coming. While he was broadly supportive of the formation of the National Government in August 1931, he adamantly opposed the decision in October to hold an election, basically because he believed that it would wreck his achievement, since 1926, of restoring the Liberals as a genuine parliamentary force. An early election would be ‘the death-warrant of the Liberal Party as a separate party’ and would expose Liberal MPs as ‘plucked boobies’. Rather than agree to an election the Liberals should threaten to resign and if that threat failed to force MacDonald and the Conservatives to back down, they should obtain the credit for exposing the Conservatives’ partisan manoeuvre and fight alone.8


Lloyd George’s main objective in any deal would have been to secure the electoral future of the Liberal Party. Almost certainly he would have demanded electoral reform, through the alternative vote (AV). This had been his key condition for cooperation with the Labour government in 1930, and had resulted in MacDonald’s agreement to introduce legislation. However Baldwin dismissed Samuel’s rather feeble attempt to insert AV into the coalition deal in August 1931.9 If he had been unable to obtain AV, Lloyd George would doubtless have insisted on a more advantageous electoral pact than the loose and semi-competitive arrangements that were in fact followed at the 1931 election.


Policy objectives would have been of secondary importance. Lloyd George did not dissent publicly, but there is some ambiguity about his attitude to the economy package.10 While Samuel followed in Neville Chamberlain’s wake in pushing for deeper cuts and in making a red line of the 10 per cent unemployment benefit cut, in all probability Lloyd George would have adopted a more flexible and independent stance. This could have given the Liberals more leverage by keeping open the potential of a Lib-Lab deal if the Conservatives did not give ground.


Lloyd George certainly did not give priority to the ‘Yellow Book’ public works programme that he had promoted in 1928–29. He was flexible even on the issue of free trade, and was ready to accept measures of protection short of food tariffs.11 Again he would probably have tried to use the trade question as a bargaining counter to extract electoral concessions from the Tories.
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