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Preface


This volume covers sixteen years of Churchill’s life, for two of which he was out of Parliament, for nearly five of which he was Chancellor of the Exchequer and for ten of which, leading up to the outbreak of war in 1939, he was out of office.


Throughout these years the originality and boldness of Churchill’s intellect and character impressed itself forcefully upon his contemporaries. As Chancellor of the Exchequer from October 1924 to June 1929 he introduced five budgets, launched important measures of social reform, brought Britain back on to the Gold Standard, organized the Government’s newspaper at the time of the General Strike, led the Government’s negotiations for a settlement in the coal industry, and embarked upon a vast scheme of the de-rating of industry in order to stimulate and revive the economy. He also took a leading part in the Cabinet’s discussions on defence and foreign affairs. These five years at the Exchequer marked a high point of Churchill’s political influence, of his parliamentary skills, and of his personal contentment.


With the fall of the Conservative Government in 1929, Churchill’s career entered a stormy and often lonely decade, the so-called ‘wilderness years’. Yet despite the obloquy to which he was frequently subjected, and his exclusion from the Cabinet, his actions during this period were founded throughout upon his belief in the Parliamentary system and his concern for national safety and survival, and his arguments gained wide public support, increasing from year to year. From 1929 to 1939 calculations of political advantage were irrelevant to Churchill; indeed, he saw clearly that both his opposition to the Government’s India policy after 1930 and his campaign for vigorous rearmament after 1933 could only undermine his chances of a return to the Cabinet. During these long-drawn-out and at times bitter struggles he was prepared to challenge repeatedly the National Government not in order to overturn it, but in a determined effort to persuade its leaders to change their policies. ‘It is nothing to me whether I am in Parliament or not,’ he wrote to his wife on 8 March 1935, ‘unless I can defend the cause in which I believe.’


Churchill’s five-year opposition to the Government’s India policy was sincere and passionate, although individual Ministers sought to portray him as an enemy of Indian aspirations, and as a political wrecker. Churchill was in fact concerned throughout with the future welfare and unity of India, and was worried about the social and political difficulties which would be created by the dominance of the Congress Party. The Government argued that the Federal Scheme of self-Government proposed in the India Bill was the sole means of keeping India within the Empire, but Churchill pointed out that it would only stimulate demands for full independence, an outcome which the Government Ministers themselves rejected, and which they believed would be averted by their proposals. Churchill himself favoured full provincial autonomy for the Indians, with adequate safeguards for the minority rights of the Muslims and the Untouchables, and he urged a vigorous social reform and a more liberal administration. Above all, he saw the unity of the Empire as an indispensable element of Britain’s security in the forthcoming struggle with Germany.


As the India controversy developed, Churchill was deeply disturbed by the way in which the Government used its policy as a political lever in Britain itself, and resorted to what he believed were dubious and at times anti-constitutional methods to advance it. But as soon as the India Bill became law he accepted defeat, and personally encouraged Gandhi both in his campaign on behalf of the Untouchables and in his plans for a prosperous and self-reliant society.


From 1933 the problems of defence, and of the Nazi danger, were uppermost in Churchill’s mind, dominating his Parliamentary speeches, his literary work, his newspaper articles and much of his private correspondence. In foreign policy, he urged the close cooperation of the League of Nations’ states for the collective security of all countries threatened by Germany. He rejected the policy of seeking a direct accommodation with the Nazis at the expense of the smaller states of Europe. The full extent of Nazi persecution was evidence, as he saw it, that there would never be any meaningful accommodation between Nazism and Parliamentary democracy. From the earliest successes of the Nazi movement, even before 1933, he expressed his repugnance of Nazi excesses, and he continued to do so after 1933, despite repeated German protests at his articles and speeches. Nothing could persuade him to accept the possibility of compromise with evil at the expense of others, or to abandon his faith in the rule of law, the supremacy of elected Parliaments and the rights of the individual. His moral precepts were clear but unalterable, underlined first by his researches into the politics of the early eighteenth century, and then by his study of the history of the English-speaking people. ‘Thus I condemn tyranny in whatsoever guise’ he wrote to one of his research assistants on 12 April 1939, ‘and from whatever quarter it presents itself.’


In order that Britain would be sufficiently strong both to resist direct threats and to lead an alliance of threatened states, Churchill urged upon the Government a series of measures which they either rejected or delayed in taking up: in February 1934 he pressed for the immediate reorganization of civil aircraft factories so that they could, when needed, be converted rapidly to war production; in March 1934 he urged the formation of a Ministry of Defence; in March 1935 the drawing-in of Russia to the problems of European security; in August 1935 the creation of a National Assembling Plant for aircraft in order to manufacture as many as five hundred machines a month; in April 1936 the establishment of a Ministry of Supply, and, throughout this period, a higher rate of defence spending, a faster rate of aircraft production, closer cooperation with France, and a greater public and Government awareness of the scope and scale of the German danger.


In his continued forecasts of the potential German air strength, Churchill has often been accused of exaggeration. Yet it will be seen from the evidence in this volume that his forecasts and warnings, accurate in themselves, were concerned not merely with the numbers of German first-line aircraft but with the overall nature of Germany’s industrial capacity, and with Germany’s ability to produce, after 1937, as many aeroplanes as she chose above the existing British schemes, and to organize those aeroplanes into first-line squadrons far in excess of British plans.


Although the Government and the Air Ministry sought to weaken the impact of Churchill’s warnings by accusing him of exaggeration, within four years they were forced to recognize that the true situation was as he had forecast. On 25 October 1938 the Secretary of State for Air, Sir Kingsley Wood, admitted to the Cabinet: ‘It is clear that in our previous programmes of expansion we have not taken a sufficiently long range view and have underestimated both the capacity and intentions of Germany.’


‘How often I find myself called wrong,’ Churchill had written to his wife on 17 April 1924, ‘for warning of follies in time.’ Yet over a wide range of defence matters in the 1930s—military, naval, industrial, as well as aerial—Churchill’s fears, some expressed publicly, the more secret and detailed of them confided privately to those in authority, were justified by events. The Government’s repeated response, however, even after October 1938, was to continue to attack his motives and judgement, and to seek to minimize the importance of his information. ‘No doubt it is not popular to say these things,’ Churchill had written to his wife on 26 September 1935, ‘but I am accustomed to abuse and I expect to have a great deal more of it before I have finished. Somebody has to state the truth.’


During the nine years that he was out of office, Churchill could find few Members of Parliament willing to support him openly in the many defence debates. On one occasion, on 26 October 1938, when he appealed for fifty Conservatives to support his call for the immediate establishment of a Ministry of Supply, only Harold Macmillan and Brendan Bracken joined him in the opposition Lobby. The activities of the Party Whips were continually turned against him, in repeated and successful attempts to lessen the impact of his warnings and to erode his support. Churchill remained staunchly attached to those who had shared his isolation; thus on 2 June 1940 after King George VI had opposed the appointment of Brendan Bracken to the Privy Council, Churchill wrote to the King’s private secretary, Sir Alexander Hardinge:




Mr Bracken is a Member of Parliament of distinguished standing and exceptional ability. He has sometimes been almost my sole supporter in the years when I have been striving to get this country properly defended, especially from the air. He has suffered as I have done every form of official hostility. Had he joined the ranks of the time-servers and careerists who were assuring the public that our Air Force was larger than that of Germany, I have no doubt he would long ago have attained high Office.





In July 1935, after Churchill had repeatedly expressed his anxiety about the state of Britain’s anti-aircraft defences, Baldwin invited him to join the Air Defence Research sub-committee of the Committee of Imperial Defence. Henceforth Churchill was aware of all the scientific developments of air defence, and, from the moment of joining, contributed his own ideas and energy to the many projects moving forward, including radar. Churchill’s continual pressure on the sub-committee for a greater pace, scale and range of research led to resentment and friction, but so highly was Churchill regarded by those who were aware of the true gravity of the situation that the inventor of radar himself, Robert Watson-Watt, appealed to him privately in June 1936 to obtain a more rapid moving forward of experiments.


Within the main Government departments Churchill’s views and anxieties were well known. During 1936 the Permanent Under-Secretary of State at the Foreign Office, Sir Robert Vansittart, and the head of the News Department, Reginald Leeper, disturbed at the weakness of the democracies in face of Nazi propaganda, themselves turned to Churchill, and were able secretly to use him to try both to revive public morale and to bring together in private conclave and on public platforms many leading figures from the Labour Party, the Trade Union movement, the League of Nations Union and other concerned bodies. This semi-official role, never publicly disclosed or even hinted at, led Churchill to work with many disparate groups to try to influence public opinion towards the need for greater vigilance in defence of democracy, faith in the moral tenets of the anti-totalitarian cause, the closest possible Anglo-French cooperation and a willingness to take up arms, if necessary, in order to ensure the survival of democratic civilization.


Other civil servants, politicians and serving officers also approached Churchill, with equal secrecy, but on an entirely unofficial basis. In this volume I have tried to tell the story of those individuals who provided Churchill with information and encouragement while he was out of office. Churchill did not seek out these individuals; it was they who, alarmed by what they considered to be the dangerous neglect of Britain’s national interest, took the initiative in going to see him, or in sending him secret material. More than twenty civil servants and Government officials took this course, principal among them being Major Desmond Morton from 1934, Ralph Wigram in 1935 and 1936, and Wing-Commander Torr Anderson from 1936. To Desmond Morton, Churchill wrote thirteen years later, on 15 October 1947, while preparing his war memoirs:




I am anxious to make some mention in my memoirs of all the help you gave me—and I think I may say the country—in the critical pre-war years…. When I read all these letters and papers you wrote for me and think of our prolonged conversations I feel how very great is my debt to you, and I know that no thought ever crossed your mind but that of the public interest.





On 21 October 1947 Desmond Morton replied: ‘you are good enough to say that you think I helped our country. It certainly was my hope and desire, but unfortunately those in power then would not listen to me. Nevertheless I am more than happy to feel that the little I could do for you, either in those pre-war days or during the war, was of any service to you.’


In his memoirs, written so soon after the war, Churchill could not tell the story of the help which Morton and others had given him. Yet without the information provided by Morton, Wigram and Anderson, and by many other officials whose contact with Churchill is described in this volume, each of whom risked his career by telling Churchill what they knew of Britain’s defence weaknesses, it would have been very difficult, if not impossible, for him to have kept up his sustained pressure on the Government, to have kept himself so fully informed on a day-to-day basis of the true defence situation in all its aspects, to have aroused public opinion through his detailed and accurate warnings, or to have been so well prepared to take up once more the responsibilities of a member of the War Cabinet on the outbreak of war in September 1939.
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Part One


Return to Conservatism
1922–1924





1


Out of Parliament:
 ‘Getting Much Better in Myself’


Following his defeat at Dundee in the General Election of October 1922 Churchill was without a seat in Parliament for the first time in twenty-two years. After five years of unbroken Cabinet office, first as Minister of Munitions, then as Secretary of State for War and Air, and finally as Colonial Secretary, he welcomed the chance of a prolonged holiday. He was determined also to finish the first two volumes of his war memoirs, which he had begun while still a Cabinet Minister. In the second week of November his friend General Spears,1 who had only just been elected to Parliament for the first time, offered to give up his seat in order that Churchill could return to the Liberal benches. But Churchill replied on 18 November, from his home at 2 Sussex Square:




My dear Louis,


I am greatly touched by the extreme kindness of yr offer & the willing sacrifice that it involves. It is a splendid proof of yr friendship. I cd not accept it from you. I want you to enjoy yr seat in Parliament & I shall like to feel I have one or two friends there. I am off to Rome for the winter; & meanwhile if I or my work are assailed in the House I shall rely upon you & Archie2 to defend me.


The Whips will find me a seat if I wanted one; but what I want now is a rest….





On 2 December 1922 Churchill left England, not for Rome as he had originally planned, but for the South of France, staying for six months at the Villa Rêve d’Or near Cannes. Twice during those six months he returned briefly to England, in order to supervise the rebuilding of Chartwell, which he had purchased at the end of 1922, and to discuss the technical aspects of his memoirs with various naval experts.3


Writing to his wife on January 30, during his second visit to London, Churchill described his work in finishing his first volume. ‘I am so busy,’ he wrote, ‘that I hardly ever leave the Ritz except for meals.’ His main news was about the book’s title, and the help which The Times was giving him on it:




Geoffrey Dawson,4 the new Editor of the ‘Times’, came to see me yesterday and suggested himself the title of ‘The Great Amphibian’, but I cannot get either Butterworth5 or Scribner6 the American publishers to fancy it. They want ‘The World Crisis’ or possibly ‘Sea Power and the World Crisis’ or ‘Sea Power in the World Crisis’. We have to settle tomorrow for certain.


The ‘Times’ is very friendly and helpful. They have turned some of their best men on to try to find mottoes for the chapter headings I have been unable to fill. Garvin7 has read it all through and is absolutely satisfied with it. He is going to write a tremendous review in the ‘Observer’ when the time comes.





***


At the beginning of February, Churchill returned to the Rêve d’Or where, as he had hoped, he spent most of his time painting. He also corresponded with his brother Jack8 about financial affairs, as he was expecting an advance payment of £5,000 for his memoirs, due to be paid at the end of February. ‘Let us have a good scheme of investment,’ he wrote. To his insurance broker, W. H. Bernau,9 Churchill commented, on February 17, on a personal note: ‘The weather here has been indifferent, but I am getting much better in myself.’


While he was in France, Churchill received two letters about political developments in England. On March 8 his brother Jack sent him news of the Labour Party’s success in two by-elections, one at Mitcham, the other at Willesden. At Mitcham Labour had won the seat from the Conservatives; at Willesden East a Liberal fighting with Labour support had likewise won a previously Conservative held seat. Unless Liberals and Conservatives came together again in a Coalition, Jack warned, ‘the Labour Party will be in in 4 years time’. On March 14 Sir James Stevenson10, who had worked under Churchill at the Ministry of Munitions, the War Office and the Colonial Office, wrote to him praising his ‘wonderful energy, high ideal and work for the State’, and adding:




Don’t lie low too long. Things are in the ‘melting pot’. L.G.11 is playing what looks like a good game but it isn’t. Nobody trusts him. They are sick of Simon12 and Asquith.13 They want a leader all right and if you would only formulate a programme and cast it on the breeze I am sure it would draw. There can only be two parties. That is the line of country to ride.


There are hundreds of thousands who wont vote at all at present. They have no party. But they are anti labour. Dont overlook the fact that they are learning to govern. The passivity of the present Govt is beyond belief. They settle nothing. Baldwin14 is scared of the Treasury officials….





Churchill did not respond to these promptings. ‘It has been vy pleasant out here,’ he wrote to his cousin the Duke of Marlborough15 on April 7, ‘& such a relief after all these years not to have a score of big anxieties & puzzles on one’s shoulders. The Government moulders placidly away. But I must confess myself more interested in the past than the present.’


The first volume of Churchill’s war memoirs had been serialized in The Times from February 8, and was published on April 10, entitled The World Crisis. J. L. Garvin wrote the review he had promised, describing the book in the Observer as ‘a whale among minnows’, and expressing his confidence that Churchill had sent his critics ‘to the bottom by the whacks of his tale’. In his Preface Churchill wrote: ‘I hope that this account may be agreeable to those at least who wish to think well of our country, of its naval service, of its governing institutions, of its political life and public men; and that they will feel that perhaps after all Britain and her Empire have not been so ill-guided through the great convulsions as it is customary to declare’. A total of 7,380 copies were printed, but the sales were so rapid that the publishers ordered a reprint of 2,500 three days later, and a third of 1,500 on May 3. The book received many reviews: the Daily Telegraph praised its ‘exceptional frankness’ and felt that it deserved a place ‘on the best shelf’ in the vast library of war books already published. The New Statesman was certain that history would vindicate Churchill’s actions at the Admiralty. ‘He has written a book which is remarkably egotistical,’ it concluded, ‘but which is honest and which certainly will long survive him.’


Churchill had sent copies of his book to many of his friends. One of the first to thank him was the Prince of Wales,16 who wrote from St James’s Palace on April 12 that he had already begun to read it, and added: ‘I’m so glad you’ve had a lot of polo & are fit enough again to enjoy it. Its great news to hear you are playing in London this coming season & I hope we’ll get lots of games together.’ Another correspondent was Margot Asquith,17 who wrote to him on May 4: ‘I think your book a great masterpiece, written with a warmth of words, an economy of personal laudation, swiftness of current, selection, lucidity & drama unexcelled by Macaulay. I started and finished it in a night & having closed it determined to write this one line…’ Margot Asquith ended with political advice:




Lie low; do nothing in politics, go on writing all the time & painting; do not join yr former colleagues who are making prodigious asses of themselves in every possible manner: Keep friends in every port—lose no one. Pirate Ships are no use in times of Peace.


Your man of war is for the moment out of action but if you have the patience of Disraeli with your fine temper glowing mind & real kind unvindictive nature you cd still command a great future.





Churchill returned to England from France in the second week of May, but he made no immediate effort to return to Parliament. In a speech to the Aldwych Club in London on May 24 he said, of his own political future: ‘After seventeen rough years of official work I can assure you that there are many worse things than private life. To see so many things being done, or left undone, for which one cannot possibly be blamed oneself, for which other people are being most heartily blamed, has afforded me great refreshment….’


On May 30 Churchill’s political future was discussed by Lord Riddell18 and Sir Robert Horne.19 Riddell recorded in his diary:




Horne suggested to Baldwin that he would be wise to invite Winston to join the Government, as he would thus secure a powerful colleague and an excellent debater. Baldwin was evidently impressed by the idea, but doubtful of giving effect to it. Horne had lunch with Winston the other day and asked him where he stood politically. He replied, ‘I am what I have always been—a Tory Democrat. Force of circumstance has compelled me to serve with another party, but my views have never changed, and I should be glad to give effect to them by rejoining the conservatives.’





At the beginning of August Churchill was offered a private commission which could greatly augment his finances. In return for a fee of £5,000 two oil companies, Royal Dutch Shell and the Burmah Anglo-Persian Oil Company, asked him to represent them in their application to the Government for a merger with the Anglo-Persian Oil Company, in which the Government held the majority share.20 A year earlier, at the time of the Coalition Government, the Cabinet had turned down the companies’ application following the recommendation of a Cabinet Committee presided over by Stanley Baldwin, then President of the Board of Trade. In May 1923 Baldwin had become Prime Minister. The two oil companies were eager to re-apply, and approached Churchill to be their representative. At first he hesitated, but following a further approach from Sir Robert Waley Cohen,21 Churchill agreed to consider the oil companies’ request.


That summer Churchill’s wife and children stayed at Cromer, by the North Sea, while he himself remained at Sussex Square, working on the proofs of his second volume, and studying the oil merger documents. On August 13, writing to his wife, he expressed his ‘general agreement’ with the British Government’s Note to France, in which Britain had rebuked France for its occupation of the Ruhr. Churchill had been told of the contents of the Note on the telephone by his friend Lord Beaverbrook.22 ‘It is a very strong Note,’ Churchill added, ‘and will produce serious internal reactions in the Conservative Party.’ He felt that the Note should not be criticized publicly, telling his wife: ‘I think when the Government deliberately take a step of this kind towards a foreign country, no one should try to weaken its effect.’


On August 14 Churchill went to see Baldwin at 10 Downing Street. It was their first meeting since Baldwin had become Prime Minister. On the following day Churchill sent his wife an account of the meeting, and of his other activities:




My interview with the PM was most agreeable. He professed unbounded leisure & recd me with the utmost cordiality. We talked Ruhr, Oil, Admiralty & Air, Reparations, the American Debt & general politics. I found him thoroughly in favour of the Oil Settlement on the lines proposed. Indeed he might have been Waley Cohen from the way he talked. I am sure it will come off. The only thing I am puzzled about is my own affair. However I am to see Cohen on Friday. It is a question of how to arrange it so as to leave no just ground of criticism. My talk with the PM was quite general & I did not raise the personal aspect at all at this preliminary & noncommittal stage. Masterton23 in whom I confided was vy shy of it on large political grounds. However I shall proceed further before making up my mind.


I entered Downing Street by the Treasury entrance to avoid comment. This much amused Baldwin. However Max rang up this morning to say he hoped I had had a pleasant interview, & that I had greatly heartened the PM about the Ruhr! He is a little ferret. He has to go to Scotland tonight so I am going to dine at the Vineyard instead of his coming here.


Keyes24 came down last night & we had long jolly talks about the war & what they killed each other for. I purchased in London two delicious young lady grouses wh were the feature of dinner. This morning we rode. The rides on the common are lovely—but vy little grass. However there is beautiful park in wh we trespassed, but wh we can easily get permission to use. The work progresses quite well. I have just returned from a 3 hours inspection, wood sawing etc. The water flows. There will be lots for you to see when you return.


I did a further deal in the franc, realizing to date about £150 profit. I have 8 articles to write as soon as the book is finished £500, 400, & 200 = 1100. We shall not starve.


I do hope you are enjoying yrself my beloved & not tiring yrself out. The happy mean….





While Chartwell was being rebuilt, Churchill rented a house near by—Hosey Rigge—on the road from Westerham to his new property. Churchill had nicknamed the house ‘Cosy Pig’, and in a letter to his wife on August 17 he told her of his plans to entertain their children there. ‘I am going to amuse them on Saturday and Sunday,’ he wrote, ‘by making them an aerial house in the lime tree. You may be sure I will take the greatest precautions to guard against them tumbling down. The undergrowth of the tree is so thick it will be perfectly safe, and I will not let them go up except under my personal charge.’


At the end of August Clementine Churchill was taken ill with a throat infection. She therefore stayed at Hosey Rigge, where she supervised the work at Chartwell which her husband had put in train, while he left England for France, where he was the guest of his friend the Duke of Westminster,25 aboard the Duke’s yacht Flying Cloud. On September 2 he wrote to his wife from Bayonne, describing his surroundings. ‘It is absolute quiet & peace,’ he wrote. ‘One need not do anything or see anybody.’ Churchill also told his wife that he had at last decided to accept the oil companies’ request to represent them, having talked the matter over with his former Civil Lord of Admiralty, Lord Southborough,26 who, he wrote, ‘considers it my duty & in every way appropriate’. If Baldwin were to agree, he added, ‘I think I shall have no doubts about going forward’.


The rest of Churchill’s letter concerned financial affairs, and the move to Chartwell. For several months his wife had worried about the move: she was uneasy about leaving London, and felt no special attraction towards the new house. ‘At first,’ she later recalled in a conversation with the author, ‘I did not want to go to Chartwell at all. But Winston had set his heart on it.’ Much of her worry was financial: the cost of the rebuilding had already risen from £13,000 to £15,000 and she doubted their ability to find such large sums, or to maintain the property as it ought to be maintained. But Churchill made a determined effort to set her mind at rest:




My beloved, I do beg you not to worry about money, or to feel insecure. On the contrary the policy we are pursuing aims above all at stability. (like Bonar Law!)27 Chartwell is to be our home. It will have cost us £20,000 and will be worth at least £15,000 apart from a fancy price. We must endeavour to live there for many years & hand it on to Randolph28 afterwards. We must make it in every way charming & as far as possible economically self contained. It will be cheaper than London.


Eventually—though there is no hurry—we must sell Sussex & find a small flat for you & me….


Then with the motor we shall be well equipped for business or pleasure. If we go into office we will live in Downing Street!





Churchill calculated that during 1924 he would receive £5,000 for the second volume of The World Crisis which ‘will furnish Chartwell finally & keep us going for six or seven months with the surplus’; a further £8,000 for the third volume; and £1,200 for three articles he was writing. ‘The cheaper we can live, of course, the better,’ he wrote. ‘But I am budgeting to spend about £10,000 p.a. apart from the capital expenditure on Chartwell, or the payment of bills…’ His letter ended: ‘Add to this my darling yr courage & good will and I am certain that we can make ourselves a permanent resting place, so far as the money side of this uncertain & transitory world is concerned. But if you set yourself against Chartwell, or lose heart, or bite your bread & butter & yr pig then it only means further instability, recasting of plans & further expense & worry.’


Churchill went on to report his good progress with the second volume of The World Crisis, on which he was working for three or four hours each day. He hoped to finish the proofs by the following day and had already sent a set to Garvin, who replied that he had been ‘at the proofs all day, sombrely enthralled’. History, Garvin believed, would vindicate both the Dardanelles campaign and Churchill himself. Garvin added: ‘Mind you true tragedy, supreme tragedy are not the worst in life, far from it: the squalid morass of unattempting impotence is the stifling of the soul and hope of man. It’s wonderful how you’ve done it: again the technical part so sober, the imaginative part so throbbing.’


In a further letter to his wife on September 5, Churchill reported that both he and the Duke of Westminster had been ‘vy successful at the tables’, winning £500 by ‘pursuing’ as he put it, ‘a most small & conservative game’. During the day he worked at a number of magazine articles: ‘I write and work in bed all morning as usual,’ he wrote. ‘If the sun shines, I paint.’ His only political comment was on the Italian decision to occupy the port of Fiume, despite the protests of the League of Nations. ‘What a swine this Mussolini29 is,’ Churchill wrote, and he added: ‘I am all for the League of Nations. Poor devil it is life or death for it now.’ In mid-September Churchill returned to London, writing to his friend General Spears on September 20:




I have been at Bayonne & am just about to return thither to play a month’s polo with Westminster. Here I have been gripped by my second volume wh is now finished & will be published in October. I shall be back in England in November & will look forward to seeing you then.


Politics continue to mark time & will do so for a while. I am vy content to have for the first time in my life a little rest, & leisure to look after my own affairs, build my house & cultivate my garden. It is nice for you & Archie being in Parliament & you shd take every opportunity of making good speeches. Then some day when I rejoin that assembly—if ever—I shall be able to back you up.





During the autumn Churchill continued his work on the oil merger. This involved him in long discussions with directors of the oil companies concerned, and with several Government Departments. In a private note written later in the year, Churchill recalled that it was Baldwin himself who had, at an early point in the course of the discussions, authorized him ‘to see the President of the Board of Trade30 & the First Lord of the Admiralty,31 to whom he said he wd speak personally’, and to fix a price for the sale of the Government’s oil interest. According to Churchill’s note, Baldwin had told him that he was ‘on general grounds averse from the continued participation of the British Government in the Oil business’ and that he believed that twenty million pounds ‘wd be a vy good price for the Government to obtain for their shares’.


On September 29 Churchill took up Baldwin’s offer to speak to the First Lord of the Admiralty, Leopold Amery, who recorded in his diary: ‘He certainly made suggestions which might make the scheme more capable and promised to let me have them as draft heads in a fortnight or so.’ Amery added: ‘He sounded me very anxiously about what our intentions were on the tariff issue strongly urging us not to throw away a good position but to continue peacefully in office for the next two or three years. He told me that the Liberals were very anxious to have him back but that he was not having any and was enjoying his present holiday immensely.’


On October 8 The Times began its serialization of the second volume of The World Crisis, and the volume was published on October 30. In its own review, The Times criticized Churchill for distorting documents and deploying ‘undue censure’ in his account of the Dardanelles, declaring: ‘His apologia is too much an impatient indictment of colleagues who were antagonized by hastiness of action; and it does not contribute to the “silence following great words of Peace”. It rather sends the reader back to Pitt’s profoundly wise remark that of all the qualities a statesman needs, patience is the first.’


Churchill sent copies of his new volume to more than fifty friends and former colleagues. On November 1 Baldwin wrote from 10 Downing Street:




My dear Churchill,


I have for many years, made a practice of buying every book written by a friend, and thinking I might include you in this category I was an early purchaser of your first volume.


And now, before I had time to secure the second, comes your delightful present!


Believe me I am grateful and shall value it as the gift of the author.


If I could write as you do, I should never bother about making speeches!


Yours sincerely
Stanley Baldwin





On December 23 T. E. Lawrence32 wrote to Churchill: ‘It’s far & away the best war-book I’ve yet read in any language,’ and five days later Leopold Amery wrote: ‘I have read it with the greatest admiration for the skill of the narrative itself, but with even greater sympathy for you in your struggle against the impregnable wall of pedantry or in the appalling morasses of irresolution.’



***


In the first week of November Churchill continued to prepare his notes on the oil merger, and consulted Leopold Amery, the First Lord of the Admiralty, about the navy’s oil requirements. But before he could complete his work, political events in England took a totally unexpected turn. Speaking at Plymouth on October 25, Stanley Baldwin had argued that the reintroduction of protection was the only means of fighting unemployment, and on November 13 he announced that he would hold a General Election.


While the Conservative Party, which had been in office for only a year, was thrown into a turmoil by Baldwin’s decision, Liberals saw Free Trade as the policy on which they could be united for the first time since the fall of Asquith in December 1916. Twenty years earlier Churchill himself had left the Conservative Party largely on this very issue, becoming one of the leading Liberal advocates of Free Trade.


On November 11, in a letter issued to the Press and widely published, Churchill, while declining to stand as the Liberal candidate at Central Glasgow, strongly upheld Free Trade as ‘vital to the British people and indispensable to the recovery of their prosperity’. It was more, he added; it was an appeal to all those ‘who sincerely wish to heal the wounds of war and make its immediate hatreds die’. His letter continued:




Accepting the verdict of the electors a year ago, I have taken no part in opposing the Conservative Government, nor in disparaging the new Ministers. I should have been perfectly content to remain for a much longer period in private life. But an aggressive attack has been levelled needlessly and wantonly at the foundations of the people’s livelihood. A monstrous fallacy is erected against us. Nearly all the trades of the country are threatened with injury. All business is subjected to unnecessary and prolonged disturbance and uncertainty. The nation, which was promised only a year ago tranquillity and recuperation, is plunged in violent international strife. The return of prosperity must be delayed. The cruel conditions of the Winter will certainly be aggravated, and the influence of the British Empire as an agent of reconciliation on the Continent of Europe will be woefully, and for a time fatally, impaired.


In these circumstances I agree with you that those who are opposed to this wild adventure and reckless experiment must stand together in real comradeship….





Following Churchill’s statement in favour of Free Trade, several more Liberal Associations at once asked him to stand as a Free Trade candidate; on November 13 those of both West Leicester and Manchester Exchange asked him if he were prepared to be a candidate. Following a press rumour on November 14 to the effect that he had agreed to stand for Manchester, Lord Rothermere33 telegraphed from the South of France: ‘Although leaning towards tariff reform shall instruct all my newspapers daily and Sunday in that area to urge your return as in the best interests of Manchester itself.’ During November 14 three more Liberal Associations asked Churchill to be their candidate: West Salford, Rusholme and the Mossley Division of Manchester.


Churchill was now determined to try to return to the House of Commons, and to take a leading part in the Liberal campaign against Protection. On November 15 he saw Sir Robert Waley Cohen, and formally withdrew from all work on the oil merger. On the following day a further invitation reached him from the Aberavon Liberal Association, which wanted him to stand against the Labour Party Leader, Ramsay MacDonald.34


On Friday November 16 Churchill went by train to Manchester, where, in the Free Trade Hall, he made a fierce and sustained attack against Protection. Baldwin’s decision to ‘assassinate’ Free Trade, he declared, was a ‘Party verdict, obtained by Party politicians, and exploited for Party purposes’, not a measure of statecraft, but ‘an act of faction’. It was quite untrue that foreign imports caused domestic unemployment, as Baldwin had stated at Plymouth. ‘I have studied the trade of Britain,’ Churchill said, ‘for more than 20 years, and I have never heard such a doctrine seriously propounded by any high and responsible authority before.’ Churchill went on to point out that one of Baldwin’s Ministers, Neville Chamberlain,35 had said that price rises resulting from the tariff on foreign goods could be offset by higher wages. This was a very ‘reckless’ argument, he warned: ‘Surely they had had enough of this mad race between a rise in wages and a rise in cost of living?’


‘There is no reason,’ Churchill told a crowded luncheon meeting at the Manchester Reform Club on the following evening, ‘why Mr Asquith should not head a Government comprising the experience and European prestige of Lord Grey,36 and the immense and unequalled following, the social driving force and historic war record of Mr Lloyd George.’ With a reunited Party, he declared, there were ‘no limits’ to Liberal prospects; and to stormy applause he described Liberalism as the only ‘sure, sober, safe middle course of lucid intelligence and high principle’.


On November 19 Churchill informed the West Leicester Liberal Association that he was willing to be their candidate, and on the following evening he was adopted unanimously. His main opponent was F. W. Pethick-Lawrence,37 the Labour Party’s principal advocate of the Capital Levy, whereby all individual capital of over £5,000 would be subject to a special tax.


Speculation about Churchill’s future followed swiftly on his adoption. ‘I am told it is settled among the leaders of the Liberal Party,’ wrote a political commentator in the Daily Sketch on November 21, ‘that if they return to power Winston is to go back to the Colonial Office… this great idea is that many of the Crown Colonies and Protectorates, if fully developed, can be made to carry immense populations and to supply the Mother Country with all the raw materials she may require.’ Churchill’s standing with the rank and file of the Liberal Party was likewise improved. On November 22 his portrait, and that of Lloyd George, which had been banished to the cellars of the National Liberal Club early in 1921, was brought upstairs again, and hung again among the other Liberal stalwarts.


Clementine Churchill was disappointed that her husband had chosen to fight West Leicester, instead of one of the Manchester seats. She was equally worried when he accepted an invitation to dine at Lord Beaverbrook’s house with Lloyd George, writing to him on the morning of the dinner:




My Darling Winston,


I want to appeal to you to think again before you go to Max’s this evening. Ll.G. is not in the same position as you—He is in not out & he shares or practically shares the throne with Asquith.


Now I am sure the old real Liberals will want you back but of course there is the shyness of a long estrangement. Do not give them cause (quite wrongly I know) for thinking that you would like a new Tory Liberal Coalition. That might cool them off.


Instinctively, one of the reasons I wanted Rusholme was that if you were to lose a seat I felt it would be better for you to be beaten by a Tory (which would rouse Liberal sympathy) than by a Socialist.


My Darling it is important—I shall say nothing if you go, but consider the imprudence of losing the offer of a good Wee Free Seat (as opposed to extinct Nat Liberal) for the sake of a pleasant evening.





From the outset of the campaign Churchill was hampered by Press hostility. Neither of the local newspapers, the Leicester Mail or the Leicester Daily Mercury, would support him. But the proprietor of the neighbouring Nottingham Journal, Sir Charles Starmer,38 decided to throw his influence behind Churchill and instructed his editor, Cecil Roberts,39 to do all he could to help Churchill win. Churchill himself enlisted the help of a young man whom he had recently met, Brendan Bracken,40 whom he despatched to Nottingham to see what the newspaper could do. Following Bracken’s visit, Cecil Roberts appointed three of his best reporters to cover Churchill’s meetings, and organized a convoy of trucks to take the Nottingham Journal to Leicester early each morning. The campaign itself was a rowdy one: each of Churchill’s meetings was disrupted by continual heckling, and some ended in complete disorder. Of one such meeting, on November 22, the Leicester Mail reported that Churchill and his wife ‘were greeted by groans and hoots, not a single cheer being heard in the building’.


Cecil Roberts, who spent much of the campaign in Leicester, admired how, even when the heckling was at its height, Churchill was able to speak with a vehemence of conviction ‘that silenced the enemy and evoked applause’. Roberts later recalled how ‘Hatred of him was aflame’, and he added: ‘No insults were too gross to hurl at him. One, of course, the Dardanelles fiasco, regarded as his particular crime, was always brought up…. The opposition were determined to shout him down. He was always admirably self-controlled and good-tempered, and he never failed to quell the opposition and get a hearing.’ Whenever Churchill spoke, he was confronted by a vociferous group of hecklers, whom he dubbed ‘the Socialist travelling circus’. To one question about the Dardanelles, on November 27, he replied: ‘What do you know about that? The Dardanelles might have saved millions of lives.’ And he continued: ‘Don’t imagine I am running away from the Dardanelles. I glory in it.’41


On December 3 Churchill was in London, where he spoke to large, noisy meetings at Finsbury Park, Shepherd’s Bush and Walthamstow. After his final speech, at Walthamstow, he had to be escorted from the hall to his car by mounted police. Then, as the Leicester Daily Mercury reported: ‘A vast crowd closed round the car hooting and jeering. Despite the vigilance of the police, one man broke through and smashed one of the windows of Mr Churchill’s car. The police took him into custody. When this fact became known more booing ensued, and many people spat upon the car as it drove away.’


While Churchill was in London, his wife continued to speak each day on his behalf in Leicester. She had been particularly angered by one heckler, who had described her husband as unfit to represent the working classes in Parliament. With the single exception of Mr Lloyd George, she replied, her husband had been responsible for more legislation ‘for the benefit of the working classes than any other living statesman’,42 and she continued: ‘A great many people think he is essentially military, but I know him very well, and I know he is not that at all. In fact one of his greatest talents is the talent of peacemaking.’


Churchill returned to Leicester on December 5, the last day of the campaign. To a crowded meeting of women electors that morning he declared that Baldwin’s sudden conversion to Protection, ‘carries us back to the days when tyrannical Ministers sought to rule the country against its will’, and he went on to ask: ‘Who is Mr Baldwin to acclaim himself such a singularly honest man? He is a man whom we only know in the last few months through the eulogies of the newspapers. He has no achievements to his record. He is an unknown man.’


During the afternoon Churchill spoke to a meeting of Leicester business men. His final speech of the campaign, it was a strong denunciation of both of Protection and of the Capital Levy. The poll was held on December 6. Churchill had failed in his challenge.43


Pethick-Lawrence later recalled how, when the figures were announced, Churchill came up to him and said: ‘Well, anyhow it is a victory for Free Trade.’ A month later, on 3 January 1924, when Churchill wrote to thank Cecil Roberts for such ‘energetic and cordial support’, he added: ‘We had every disadvantage to contend with: no local press; no organisation; universally interrupted meetings….’


As soon as Churchill’s defeat was known, his friends hastened to commiserate with him. On December 7 Sir William Tyrrell44 wrote to him from the Foreign Office: ‘Your defeat stamps this election & covers Leicester with shame, but I rejoice to see you stick to your platform of opposition to extremes on either side of politics…. From all sides I hear you made one of the best fights ever put up. You will have but a short breather before you are at it again….’ Churchill’s aunt, Lady Sarah Wilson,45 wrote to him on December 8:




Gordon & I lived near Leicester (at Brooksby) for 10 years & we always thought they were beastly people.


I was at the Carlton Club that foggy Election night & when your poll was announced, there was grim silence, & stodgy Lord Midleton,46 who was sitting next me—said—‘Well, I am genuinely sorry. We wanted Winston in the House of Commons.’





***


On December 10 Churchill was present at the Old Bailey for the opening of criminal libel proceedings against Lord Alfred Douglas,47 who had accused him of issuing a false communiqué at the time of the battle of Jutland in order to manipulate the stock market. According to Douglas, Churchill had acted on behalf of a group of Jewish financiers who had, as a result of his help, made enormous profits, and who had then rewarded Churchill himself with £40,000. Douglas put forward these accusations in a public lecture, which was also printed as a pamphlet of which over 30,000 copies were distributed in London. In August, Douglas had sent a copy of the pamphlet to Churchill himself, with a covering note in which he declared: ‘I challenge you to show your face in the witness box, & answer the questions I shall put to you.’


During the trial, in which the State was prosecutor, Churchill had to produce detailed evidence of his wartime finances. The case for the prosecution was conducted by the Attorney-General, Sir Douglas Hogg,48 and both Churchill and Balfour were called as witnesses. When Hogg asked Churchill directly: ‘Is there a shadow of truth in any of the accusations made against you,’ Churchill replied: ‘Not the slightest. From beginning to end it is a monstrous and malicious invention.’


Douglas was found guilty and sentenced to six months in prison. The Jury had taken only eight minutes to reach their verdict. Several politicians wrote at once to congratulate Churchill on the outcome of the case. ‘It seems almost insulting to congratulate you,’ Austen Chamberlain49 wrote, on December 14, ‘& yet the ways of the law are so strange to a layman & the license allowed in attacks on public men so extreme, that it is a matter for congratulation to us all when one of our number vindicates public honour, even from such groundless charges.’ At the end of his letter Chamberlain added: ‘I am very sorry that you are still out of Parlt. I could not on this occasion offer you public support nor would you have wished it, but I should like you to know that I declined on grounds of private friendship & our very recent association in Govt to send your opponent a letter wishing him success.’


‘I cannot recall the case of any public man who has suffered such abuse & misrepresentation,’ Churchill’s former Admiralty Secretary, Sir William Graham Greene,50 wrote to him on December 14. ‘It is not possible to hope that your enemies will cease to deprecate your actions & motives, but at any rate this particular outrageous falsehood cannot be publicly repeated.’ Greene commented: ‘It is largely due to such unjustifiable attacks that you lost your seat at Dundee and failed at Leicester.’ That same day Churchill’s former Parliamentary Secretary at the Ministry of Munitions, Frederick Kellaway,51 wrote to congratulate him on the result of the trial, and he added: ‘I was sorry you did not succeed at Leicester. You must get back to the House. The outlook is dark and troubled; the country will need your energy and vision.’


***


The results of the election of 1923 were a serious blow to the Conservatives, whose number of seats fell from 346 to 258. Although the Conservatives still had a larger number of seats than either Liberal or Labour, the Liberal and Labour seats combined amounted to 349. Baldwin remained as Prime Minister, but at the head of a Government which had received only 5 ½ million of the 14 ½ million votes cast. Labour, with 191 seats, was the second largest party in the House of Commons and could, if joined by the 158 Liberal MPs, defeat the Conservatives with ease.


From the first days of 1924, it was evident that the Labour Party would soon bring a vote of no-confidence in Baldwin’s minority Government. It was widely rumoured that the Liberals would support Labour’s motion, in order to force Baldwin to resign. Once the Conservative Government had been defeated in this way, it was certain that the King would then send for the Labour leader, Ramsay MacDonald, and ask him to form a Government.


Asquith had already made it clear in a public statement on December 12 that he would not support the Conservatives to keep out MacDonald. On January 8 Churchill expressed his anger at the Liberal Party’s imminent support for Labour in a long letter to Violet Bonham Carter.52 Given Asquith’s attitude, he wrote, there was ‘no possibility of averting the great misfortune of a Socialist Government being formed’. But, he went on to ask, would the majority of Liberals continue to support their Party if it became the sole and essential instrument of a Labour Government’s survival? ‘I had a talk with Grey the other night,’ Churchill wrote, ‘and certainly did not think that he was very keen on keeping the Socialists in. Runciman53 clearly has views in the same direction.’ Churchill added: ‘I am making no concealment of mine, though after all I do not delude myself by supposing that I count in any way in the situation.’


Churchill went on to warn that if Labour remained in power, with its threat to ‘undermine the commercial and business activities of the country’, some Liberal MPs ‘will certainly co-operate with the Conservatives’. He also believed that, as the months passed, the Conservative Party would ‘gradually gain in strength by the reaction caused in the country at the apparition of this Socialist monstrosity’. The Conservatives would then, he believed, win ‘sixty or seventy seats’, while at the same time, as a result of the Liberal support for Labour, all chance of the Conservatives agreeing to help a minority Liberal Government ‘will have passed away’.


Churchill asked Violet Bonham Carter to show his letter to her father. ‘I should like him to know how my mind is moving,’ he wrote. But before receiving a reply, Churchill made a dramatic public declaration, in the form of a ‘letter to a correspondent’, a copy of which he sent to The Times, and which the newspaper published in full on January 18.


In his letter, Churchill began by stating that the ‘currents of party warfare’ between Liberals and Conservatives were ‘carrying us all into dangerous waters’. He went on: ‘The enthronement in office of a Socialist Government will be a serious national misfortune such as has usually befallen great States only on the morrow of defeat in war.’ If a Labour Government were to be in charge of elections, law and order would not be guaranteed, and the mere threat of such a situation would cast ‘a dark and blighting shadow on every form of national life and confidence, and on every prospect of trade revival’.


The Parliamentary Liberal Party realized that Churchill’s letter to The Times constituted his final break with them. Only two months earlier he had been one of their most energetic champions in the electoral fight against the Conservatives; now he was denouncing their decision to try to defeat the Conservatives in Parliament by tacit support for a Labour minority. Violet Bonham Carter wrote to him sorrowfully on the day his letter was published:




My dear Winston,


I was on the point of answering your letter when I read your Manifesto in the paper—& now I feel there is no more to be said.—I am very sorry you should have published it because it is a public definition of your difference of opinion with the rest of the Party—& I rather hoped that that difference might have been bridged & reconciled by events before it was known to the world at large.


But of course I recognize & respect the strength & the sincerity of your conviction—though I cannot share it.


To turn the Labour Party out a week after putting them in appears to me as a purely frivolous ‘wrecking’ action—We can—& clearly have—quite clearly defined our view of Capital Levy & Socialism—& they know that if they attempt either they will be turned out—It may be unwise for them to carry on on these lines, with their teeth drawn, but that is not our business….





On the evening of January 21 the Conservative Government was defeated in the House of Commons by 72 Labour and Liberal votes, and on the following morning Ramsay MacDonald was summoned to Buckingham Palace. That same day he formed Britain’s first Labour Government. Despite their fierce political differences, Churchill wrote at once to MacDonald to congratulate him on becoming Prime Minister. MacDonald replied on January 27 from 10 Downing Street:




My dear Churchill,


No letter received by me at this time has given me more pleasure than yours. I wish we did not disagree so much!—but there it is. In any event I hope your feelings are like mine. I have always held you personally in much esteem, & I hope, whatever fortune may have in store for us, that personal relationship will never be broken. Perhaps I may come across you occasionally.





On February 4 Churchill was again asked to stand for Parliament as a Liberal. The request came from the Liberal Association of Bristol West, but he replied on the following day that he would not be prepared ‘to embark upon a by-electoral contest against the Conservatives’. Such a contest, he asserted, could only strengthen the divisions among anti-socialists, who ought, at a time of a ‘Socialist Minority Government’, to be united.


On February 6 Churchill left England for a short holiday in France. After a week in Paris with his wife, he went on to Mimizan, south of Bordeaux, as the guest of the Duke of Westminster. On February 17 he wrote to his wife, who was at Eze, on the Riviera, four hundred miles to the east, that he had still not made up his mind about his political future. ‘I want time to work,’ he wrote. ‘A few months, anyhow….’


Churchill returned to England on February 19, and hurried to Chartwell to see the progress of the reconstruction. On February 20 he sent his wife a long account of the work that was being done. He was also working again, he explained, on the next volume of his war memoirs. ‘I continue to read a great deal about the war,’ he explained, ‘consuming on the average a book a day.’


Now that he was in his second year without a seat in Parliament, Churchill was dependent more than ever upon his writings to provide him with an income. Anxious to make arrangements to sell his articles in the United States, he enlisted the help of Brendan Bracken, who placed them, not only in America, but also in France, India and even Malaya. The majority of the articles were attacks on Socialism; in the first, published in the Sunday Chronicle on February 17 while he was still in France, Churchill warned that the apparent calm which had followed MacDonald’s premiership was a sham. Of course, he declared, there were some good things in Labour’s victory, and no one ‘would grudge the old Trade Union leaders, who have borne the battle and the breeze in Parliamentary and political life for a quarter of a century, at least a share in the amenities of power and allow them to taste the sweets, such as they are, of office’. But, he went on:




I do not think so poorly of the Socialist party or its leaders as to suppose that they have abandoned their principles or deserted their cause for the petty satisfactions of office. I credit them with the intention of using this interlude of power as a necessary manoeuvre to advance towards their goal.


If they have to bow the knee in what they would call the Temple of Rimmon, it is not in the desire to succeed to the position of the high priesthood, but solely with the design of smashing up the Temple….





As for the Liberals, Churchill concluded, their difference with Socialism was fundamental, despite present lip-service, and the feud between the two ways of life and thought could not be ended ‘until Socialism has been discredited or Liberalism has been devoured’.


As soon as he returned to England, Churchill took the opportunity of a by-election at Burnley to attack all Labour attempts to win Liberal support. In a letter which he sent to the Conservative candidate at Burnley, H. Camps,54 on February 24, and which was published in The Times on the following day, he urged Liberal voters not to vote for the only other candidate, the Labour leader, Arthur Henderson.55 Commenting on Churchill’s letter, the Glasgow Herald declared on February 26 that Churchill was without a doubt ‘preparing the way of return to the party which he left many years ago’. This, the paper said, was natural; no other Liberal had offered ‘such strenuously consistent opposition’ to the Labour Party, and Churchill was right to respond to ‘the promptings of a legitimate ambition’. The Liberals had, as he believed, betrayed him. Now, ‘compelled by his temperament to be in the thick of the fighting, Mr Churchill seems a predestined champion of the individualism which he has served all his political life—under both of its liveries’.
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1924: Towards the Conservatives


On 22 February 1924, Churchill learned that a by-election was to be held in the Abbey Division of Westminster. He was tempted to stand as an Independent, and on the following night, when he dined with Lord Beaverbrook and Lord Rothermere, both newspaper owners encouraged him to do so. They even offered him—as Churchill wrote to his wife on the following day—‘the full support of their press’, and urged him ‘to let it be known straight away that my cap was in the ring’. Churchill took this advice, announcing to the Press Association that he intended to stand as an Independent Candidate, and that he would seek the support of both Liberal and Conservative voters.


Churchill hoped that the local Conservative Association would adopt him as their candidate, despite the fact that he was not even a member of their Party. He was therefore delighted to find that at the Conservative Party’s central headquarters there was enthusiastic support for his candidature, as well as acceptance of his independent position. Churchill gave an account both of the constituency and of his prospects in his letter of February 23. It was, he said, ‘one of the choicest preserves of the Tory Party’, and he added: ‘I have had an interview with Colonel Jackson56 their head whip wh was entirely satisfactory. He & Younger57 are working tooth and nail to secure me the support of the official Unionist Assn, tho I made it clear I intended to stand as an Independent candidate with Liberal as well as Conservative supporters.’ Churchill pointed out to his wife that there were at least a hundred MPs living and voting in the constituency, which included Victoria, Westminster, Pall Mall, ‘Drury Lane theatre & Covent Garden!’ Among those whom he believed would support him publicly were two of his friends who lived in the constituency, Edward Grigg58 and General Spears. Altogether, he noted, ‘it is an exceedingly promising opportunity, & if it comes off I will hold the seat for a long time’.


One reason why the Conservative Party’s central headquarters were anxious to see him elected for the Abbey Division, Churchill told his wife, was their hope that he would then give a lead, inside Parliament, to some thirty Liberal MPs who disliked Asquith’s support for Labour. These Liberals, Churchill wrote, were those ‘who wish to act with the Conservatives, & whom the Cons are anxious to win as allies’. The Conservative idea, he added, was that ‘by making the gesture of giving me this seat, the whole of this movement will be focused around me’. His letter continued:




At Baldwin’s suggestion I had a long talk with him yesterday of the friendliest character. He evidently wants vy much to secure my return & cooperation. Their eyes are fully open to the dangers that lie ahead. MacDonald is making a gt impression on the country, & there is no doubt that he is gaining numerous adherents—mostly at the expense of the Liberals.


I informed L.G. of my resolves. He said I was only acting in accordance with my convictions & made no reproaches of any kind….


Of course if I stood as a Cons it wd almost certainly be a walk over. But I cannot do this, & it is far better for all the interests we are safeguarding that I shd carry with me moderate Liberals.





Clementine Churchill advised caution. During February 24, she wrote from the South of France: ‘Do not however let the Tories get you too cheap. They have treated you so badly in the past & they ought to be made to pay.’ The Tory Party, she wrote, was up to its neck in a ‘quagmire of inefficiency & stupidity’, but she urged:




My Darling do not stand unless you are reasonably sure of getting in—The movement inside the Tory Party to try & get you back is only just born & requires nursing & nourishing & educating to bring it to full strength. And there are of course counter influences as none of the Tory Leaders want you back as they see you would leap over their heads—The Times I feel sure is against you at present or at any rate not helping—Couldn’t we cultivate John Astor59 gradually?


I feel that though no genius he would be quite as much help as Beaverbrook. The Times can really do more than the Daily Express….


I feel very anxious about it all—I am sure with patience all will come right…. Perhaps your hour will come only after Labour has a big independent Majority & shews itself in its true colours.





In spite of Clementine Churchill’s anxieties, the move inside the Conservative Party to bring Churchill back continued. On Sunday February 24 Baldwin drove to see Austen Chamberlain at his weekend home in the country, to consult him about Churchill’s candidature. Two days later, Chamberlain explained to Churchill’s friend Lord Birkenhead60 the course and outcome of their discussion:




Briefly the position is this—that it is too early for Winston to come out as a Conservative with credit to himself. On the other hand, the Abbey Conservatives would be unwilling to adopt him as an Independent anti-Socialist candidate. I do not know whether the Central Office could force him upon them—probably not—but in any case this would involve a split and would not be in Winston’s interest. Both the Liberal and Labour parties, for what they are worth, in the Division, would back an out-and-out Conservative against Winston. This being so, no friend of Winston would wish him to stand.


Baldwin proposes to see Winston again and to explain the position to him. We want to get him and his friends over, and though we cannot give him the Abbey seat, Baldwin will undertake to find him a good seat later on when he will have been able to develop naturally his new line and make his entry into our ranks much easier than it would be to-day.





Austen Chamberlain added: ‘Our only fear is lest Winston should try and rush the fence. I am sure that you will agree with me that this would be a mistake and I want you to send this letter on to Winston, adding your appeal to mine that he should not destroy these happy chances by any rash attempt on Abbey.’


On the evening of February 28 the Westminster Conservative Association chose Otho Nicholson,61 a nephew of the previous member, to be their candidate. But on March 1 the Evening Standard reported a strong feeling throughout the Constituency that Churchill should stand, nevertheless, as an independent anti-Socialist candidate. The movement in his favour, it added, ‘was increasing’. In a statement to the Press on March 2 Churchill wrote that so many people had appealed to him to be a candidate that he felt it necessary ‘to state briefly and plainly’ where he stood. On the main questions of public policy, he asserted, he remained in the same position that he had occupied for nearly twenty years, but at the same time he wished ‘to work effectually with the Conservative Party in resistance to the rapid advance of Socialism’. Such a position, he continued, was neither ‘solitary nor singular’; indeed, he believed that there were ‘hundreds of thousands of Liberals’, throughout the country, who felt as he did, and who wished to ‘cooperate with the Conservative Party’ to bring down the Labour Government. ‘There were 3,500 in Burnley alone,’ he pointed out. And he went on: ‘The present so-called three-party system is unhealthy, unnatural and absurd.’


When Churchill learnt from Lord Birkenhead that Austen Chamberlain was opposed to his standing at Westminster, he was much angered. On learning of Churchill’s anger, Chamberlain tried to put Churchill’s mind at rest, writing to him on March 3:




Don’t let the sun go down upon your wrath, for this is not true. I found Baldwin much more friendly to you than I had expected & inclined to get you the seat if he could, & all I said was in agreement with his view ie that S.B. couldn’t force you on the Association, but that if he could persuade the Asstn to take you, that would be the best thing possible for our party—quite apart from my personal feelings which would lead me to wish you back in any case.


My advice to you through F.E. not to fight against the Conservative Asstn may be right or wrong. For the chances of the constituency I am dependent on the reports of other men, & they were that you would be beaten. But believe me, I beg you, I have acted throughout as a friend, &, tho’ you might think my judgment wrong, you would not question the friendship if you had heard every word that I have said on the subject.





On March 4, Austen Chamberlain described the situation in a letter to his wife:




All our little world is in a commotion because our Asstn in Westminster, having declined to take Winston on his terms & selected a young Nicholson, they are now rent by internal factions & all the other would-be Conservative candidates unite to declare that they wont have Nicholson anyway & will support Winston who has decided to stand ‘on his own’. And all the wise men who yesterday said that Winston could scarcely win with our help & hadn’t a ghost of a chance without it are now in a blue funk & declare that he will beat Nicholson out of the field. Oh dear, how wise we are! I had hoped that we might get Winston adopted & I shan’t be sorry if he wins, but it will be a nasty shock for us….





On the morning of March 4 Churchill formally announced that he would fight the seat, and in a second press statement that morning he declared: ‘My candidature is in no way hostile to the Conservative Party and its leaders.’ Sir Philip Sassoon62 wrote to him at once: ‘I am so glad you are standing. You are BOUND to get in.’


Churchill’s campaign began in earnest on March 5, when his wife returned from the South of France to help him and both Lord Beaverbrook and Lord Rothermere swung their newspapers to his cause. But in its leading article on March 6 The Times denounced Churchill for having ‘mistimed an important decision’, and for having shown himself ‘an essentially disruptive force’.


The Westminster election received enormous publicity. Almost daily, Press cartoons and photographs charted its course. Commenting on Churchill’s popularity, the Evening News reported on March 6: ‘Offers of help are coming in so numerously that the Paddington telephone exchange operators wish he had a dozen lines. He is being rung up at his house as few people ever have been in the history of the telephone.’ On the following morning Churchill appealed privately to Baldwin for direct help in ‘seeking a gt advantage for the cause we have at heart’. His letter continued:




Mr Nicholson’s withdrawal or even the non-interference of the Central Office in the fight, wd result in a resounding victory for Conservative & Imperial interests & for anti socialism. It will also lead directly to the creation of a Liberal wing working with the Cons party in the coming struggle.


I am sure you do not wish to be compelled by technicalities to fire upon the reinforcements I am bringing to our aid. Act now with decision, & we shall be able to work together in the national interest. I have no other thoughts but to muster & rally the strongest combination of forces against the oncoming attack.





‘Do not let this opportunity slip away,’ Churchill added, ‘& all of us be weakened thereby.’ But Baldwin did not intervene, and on the same day that Churchill appealed to him for cooperation, the editor of the Morning Post, H. A. Gwynne,63 writing from the Carlton Club, warned him that the by-election was the test of his leadership—‘your “Jena or Austerlitz” make no mistake’. Gwynne’s letter continued: ‘If I were in your place, I should call for Horne & Austen and forbid them to speak for Winston. If they refuse, then it is open war but it will be a short war & you will win. If they obey, you are undoubted leader, to be feared & respected.’


Throughout the first week of the campaign, Churchill was helped in setting up his organization by his cousin, Captain Guest,64 the former Chief Whip of Lloyd George’s coalition, and by Brendan Bracken, who had helped him at West Leicester. During March 8 his campaign was further strengthened by the decision of a leading Conservative MP, Sir Burton Chadwick,65 to take control of the canvassing department. ‘As the campaign progressed,’ Churchill later recalled, ‘I began to receive all kinds of support. Dukes, jockeys, prize-fighters, courtiers, actors and business men, all developed a keen partisanship. The chorus girls of Daly’s Theatre sat up all night addressing the envelopes and despatching the election address.’ The address itself was issued on the evening of March 9. The existence of a Socialist minority Government, Churchill warned, was a challenge ‘to our existing economic and social civilisation’. Baldwin himself, Churchill pointed out, had publicly appealed ‘for the cooperation of Liberals. I support him in this policy of setting country before Party.’


On the same day that Churchill issued his election address, Baldwin, replying to a letter from a Conservative constituent, stated that as Otho Nicholson had been selected by the local Conservative association, ‘there is no doubt in my opinion that he should receive the wholehearted support of the Party’. But by March 10 each of Churchill’s nine wards in the Abbey Division was being organized by a Conservative MP, and that evening, in a statement to the Evening Standard, Churchill pointed out that for five days at the end of February the Conservative Central Organization had tried to persuade the local Conservatives to accept his candidature. ‘Colonel Jackson,’ he said, ‘was entirely favourable to my standing for the Abbey Division.’


On March 12 the campaign entered its final week. ‘Everyone here is agog about the Westminster Election,’ Austen Chamberlain wrote to his wife that day. And he added: ‘If I can vote, I shall vote quietly for Winston and say nothing about it.’ Chamberlain doubted whether Churchill could in fact win. ‘It will be terrible for him if he is beaten again,’ he wrote. ‘I shall be very sorry.’


On the evening of March 13 the Labour Party candidate, Fenner Brockway,66 attacked Churchill’s record as Secretary of State for War. It was a charge repeated throughout the campaign. According to Brockway: ‘Mr Churchill did all he could to maintain militarism in Europe and to march armies against Russia. He wasted £100,000,000 of the taxpayers’ money of this country—money sorely needed to deal with unemployment, housing etc—in mad, stupid, wicked and suicidal adventures which not only failed to throw over Bolshevik Russia, but strengthened it because of the attacks made from outside.’ Another persistent Labour charge, which Churchill sought strenuously to rebut, was of his personal recklessness during the Dardanelles campaign. On March 20—the day after polling day—the Deputy Secretary to the Cabinet, Thomas Jones,67 noted in his diary: ‘The Dardanelles pursues Churchill most unfairly, for it was one of the big conceptions of the war, and if put through with vigour might have shortened the war by a couple of years.’


On March 15 a former Conservative Minister, Leopold Amery, decided not only to give public support to Nicholson, but declared, in a public letter: ‘The menace of Socialism is not to be fought by negatives, however brilliantly phrased.’ Churchill had already asked for a letter of support from the former Conservative Prime Minister, A.J. Balfour,68 who lived in the constituency. On reading Amery’s letter, Churchill wrote to Balfour: ‘A letter from you will in my judgment turn the scale’, and he added: ‘Thousands of Conservatives are supporting me, & other thousands hanging in the balance.’ Churchill went on to explain why he now turned to Balfour for support:




There was a sort of understanding that Shadow Cabinet Ministers did not intervene on one side or the other; & as you know Austen told Neville that if he (N) spoke on Nicholson’s platform Austen will speak on mine.


This sort of self-denying policy, has now been departed from by Amery who in the enclosed letter has definitely taken public action against me.


In these circumstances surely your letter would be permissible….


The whole Sunday press—without exception—will support me tomorrow and if your letter could be issued today I am confident the result will be decisive.





On the evening of March 15, with Baldwin’s permission, Churchill issued Balfour’s letter to the Press. In it Balfour admitted that were he still Leader of the Conservative Party, he would have had to have acted as Baldwin had done, and supported the official candidate. But he went on to describe his ‘strong desire’ as a private individual that Churchill should again be able to use his ‘brilliant gifts’ in the House of Commons. ‘Your absence from the House of Commons at such a time,’ he added, ‘is greatly to be deplored….’


On March 18 Churchill addressed his final meeting, in the Victoria Palace. ‘The candidate was subjected to much interruption,’ The Times reported the next day, ‘the main burden of which consisted of remarks on Gallipoli and taunts by women about “murders in Ireland”.’


In his speech Churchill ruled out all idea of a Conservative-Liberal coalition to combat Socialism. The only ‘practical step’, he said, was to have a united Conservative Party ‘with a Liberal wing’. Conservatism itself, he repeated, must show that it had ‘constructive ideas’, and that it was able to grapple effectively with ‘the acute problems of social distress’. Speaking of what the Liberals had done before 1914, Churchill declared: ‘We had already achieved a good deal in providing ladders for those who had the capacity and ability to rise.’ Now, he added, ‘besides the ladders, there must be nets to catch those that fall’. At this a woman called out: ‘It wants a good net to catch you, old chap!’ It was essential, Churchill went on, for any future Conservative Government to undertake ‘an immense recasting’ of the insurance system, especially as regards unemployment insurance. Another area in which progress must be made, he said, was in the provision of houses ‘with proper State assistance’, and he argued that these houses could be built ‘with novel methods and materials, in much the same way as the shell problem was solved during the war’.


Referring to the British Empire, Churchill spoke ruefully about ‘this great country, so powerful and splendid but a few years ago’, now, under Labour rule, ‘almost ready to apologise for our existence, ready to lay down our burden in any one of the great Oriental countries if a stick be shaken at us by any irresponsible chatterbox’.


Polling took place on March 19. To the last, many Conservatives were extremely nervous of the effect of Churchill’s candidature on their chances. During the day Lord Derby69 wrote to Lord Rawlinson:70 ‘the fear is that he may so split our vote that the Socialist will get in, in which case he is done for as far as any reconciliation with our Party is concerned’. Derby himself hoped that Churchill would be elected, as he was ‘a fine fighting force in the House and would be of great assistance’. This view, he wrote, was shared ‘by the majority of our Party… but there are a certain number of die-hards, headed by Amery, who are prepared to go to any steps to prevent this happening’.


As the last packet of votes was being carried up to the table someone turned to Churchill and said: ‘You’re in by a hundred.’ As the report of his victory spread around the room, his supporters burst into cheering. ‘The sound was caught by the crowds waiting outside,’ he later recalled, ‘and the news was telegraphed all over the world.’ But the news was wrong. When the official figures were announced, it was clear that Churchill had in fact been defeated. Nicholson’s majority was announced as 33. After a recount, it rose to 43.71


‘I was over-joyed to read the message that you were elected,’ Sir Martin Conway72 wrote from the House of Commons on March 20, ‘& plunged into the depths when the news of a recount, & finally of your failure by so narrow a margin came to my ears.’ Conway continued: ‘You deserved to win. You were never more wanted in the House than now. Every MP I have so far met has expressed to me regret at the result….’


Following his defeat, Churchill received many letters of commiseration. ‘If only just one more packet of votes could have been found at the recount!’ Lady Birkenhead73 wrote a few days later. ‘But anyhow it has been the most wonderful fight you have ever made. To do what you did by your own personality with no organisation was a truly magnificent feat.’ On the day of the defeat Alfred Duff Cooper74 wrote to Churchill from the Foreign Office:




My dear Winston,


I saw the first news on the tape this morning and sent you a telegram before the heart breaking correction appeared. I know you have the lion’s courage which will enable you to make light of this cruel blow but it may possibly help you a little to know that there are a great number of young and eager Conservatives whose enthusiastic support you command and who while deploring this wretched misadventure have confidence that it is only an incident in what must be the most brilliant career of our time. They look forward to the time which cannot be far distant when you will be their inspired and inspiring leader.





‘It was the finest fight there ever was,’ General Spears wrote, ‘& shows what you can do. To have so deeply moved in so short a time this stodgy Division is almost unbelievable. But it is bitterly disappointing too. I wd have given my right hand to get you in.’ Spears was hopeful for the future: ‘the bad spell is broken’, he wrote, ‘the unpopularity is a thing of the past & the next time is a certainty’.


Conservative support for Churchill had been stimulated by the Westminster by-election. On March 24 Monteith Erskine,75 the MP for Westminster St George’s, who had supported him during the campaign itself, wrote direct to Baldwin:




I don’t want you to think that there is any change in my expressed loyalty to you personally as Leader of the Party.


My conviction was & is that Winston Churchill would have done more to strengthen the Conservative Party than would his opponent. It seems a pity that the best interests of the country should often be at the mercy of a local Association divided in its own Councils & in no way representative of local opinion.


The 25 or 30 MP’s who came out in the open for Winston in no way measure the actual feeling in the House. Any number told me they wanted him to win & were quietly working for his return.





Churchill’s cousin Lord Londonderry76—who had canvassed on his behalf during the Westminster campaign—wrote to him on March 25, advising him to commit himself fully to Conservatism: ‘I admire your spirit immensely and I hope the luck may be yours the next time—but I still say—that it would have been yours this time had you read the future as I did.’ Londonderry’s letter continued: ‘Please Winston reflect—a half way house is no use to anyone, least of all to you.’


On March 28 Lord Birkenhead wrote to Lord Derby that the Conservative Shadow Cabinet were going to meet on April 2 to decide whether, without actually forming a Coalition with the Liberals, they would agree to accept ‘the half of a Liberal wing under Winston’. Birkenhead believed that if Churchill would lead those Liberals who wanted close association with the Conservatives, probably ‘about 30 Liberals could be got’. Before the Shadow Cabinet met, Churchill saw Baldwin, and had what he described to Balfour on April 3 as ‘a very friendly talk’. During their discussion, Churchill pointed out to Baldwin that there were more than thirty Liberal MPs who would be willing to act with the Conservatives in Parliament, provided that they could receive assurance that their seats would not be contested by Conservative candidates at the next election. Churchill also told Baldwin that there were at least twenty Labour seats which could be won by Liberals, and only Liberals, at the next election, provided these Liberals enjoyed the tacit support of their local Conservative Association. He could therefore offer Baldwin, so he believed, some fifty Liberal supporters in the next Parliament; supporters who might easily tilt the balance of seats from Labour to Conservative.


Churchill’s search for Conservative support was helped by Sir Martin Conway, who, immediately following Churchill’s defeat at Westminster on March 19, had formed a group of some twenty Conservative MPs, to advocate close cooperation between the Conservative Party and the anti-Socialist Liberals. Conway saw Baldwin on March 31—shortly before the meeting of the Shadow Cabinet—and pressed him to agree to some special electoral arrangement such as Churchill had proposed. Baldwin was sympathetic, but deprecated any immediate decision. Conway reported his conversation to Churchill, who wrote at once to Baldwin, on April 1: ‘While I quite agree that there is no need to make any sweeping declaration of policy at the present time, it is necessary to face the fact that an arrangement about seats is urgent and lies at the root of the matter.’ Churchill added: ‘It would be sufficient at the present time, in my opinion, if the Conservative Whips were told as a definite decision of policy to encourage sitting Liberals to act consistently with the Opposition against the Government by giving them assurances of immunity from Conservative attack to the greatest extent which may be honestly found possible in the next few weeks or months.’


The Shadow Cabinet met on April 2, when Churchill’s proposals were given a favourable reception. Although no general plan was adopted to protect all anti-Socialist Liberals from Conservative challenge, it was agreed to deal with each seat individually, on its merits. ‘I think this must just be allowed to work for a few weeks,’ Churchill wrote in his letter to Balfour on April 3. ‘Appetite may come in eating. On the whole, therefore, I am content with the movement of affairs.’


On April 3 Churchill’s cousin the Duke of Marlborough sounded a note of caution. ‘It is not easy,’ he wrote, ‘to probe into the immediate future, but I personally think you are wise to preserve a detached position from the Tory Party—till you can command your terms, and get hold of the title deeds.’ But eight days later, on April 11, an opportunity arose which Churchill felt he could not neglect: the Chairman of the Liverpool Constitutional Association, Sir Archibald Salvidge,77 sent him a ‘unanimous invitation’ from the Liverpool Conservatives to address them at a mass meeting at the beginning of May. Churchill had in fact asked Salvidge to try to procure this invitation, and was delighted when it came.


In the third week of April Churchill spoke again to Colonel Jackson, hoping that the support of Conservative headquarters, although withheld during the Abbey by-election, might still be forthcoming in the other Westminster constituency. The discussion with Jackson boded well for Churchill’s plans. ‘He is going to try to fix up St Georges for me,’ Churchill wrote to his wife—who was at Dieppe—on April 17. ‘The Liberal Party is in a stew,’ he explained. ‘They are disgusted with the position into wh they have been led & then left without leading. There is an intensely bitter feeling agst Labour, which everywhere is cutting Liberal throats in the constituencies.’ And he added: ‘How often I find myself called wrong, for warning of follies in time.’


Churchill’s letter of April 17 was the first letter he had ever written from Chartwell. In it he described all that he was doing to make the house ready for her return from Dieppe:




The children have worked like blacks & Sergeant Thompson,78 Aley, Waterhouse, one gardener & 6 men have formed a powerful labour corps. The weather has been delicious, & we are out all day toiling in dirty clothes & only batheing before dinner. I have just had my bath in your de Luxe bathroom. I hope you have no amour propre about it!…


I drink champagne at all meals & buckets of claret & soda in between, & the cuisine tho’ simple is excellent. In the evenings we play the gramophone (of wh we have deprived Mary79) & Mah Jongg with yr gimcrack set.


All yesterday & today we have been turfing & levelling the plateau, the motor mower acts as a roller and we have done everything now except from the yew tree to the Kn garden end. Here as you know there is more levelling & also the pathway made by the carts to make good. I hope to finish tomorrow.





In her reply on April 19, Clementine Churchill commented on her husband’s news that he might be given Conservative backing at Westminster St George’s. She was sceptical of Baldwin’s motives, telling her husband:




I suppose that if there were a real Liberal move to the right Baldwin would not be in a hurry to provide you with a safe Tory seat such as St George’s? He would probably suggest that you stand as a Liberal for a Liberal Seat with no Tory opposition. This would suit his book better as the minute you become a Conservative his Leadership is endangered—both by you & F.E. whom you would bring back with you as a possible Leader.





***


On the morning of May 7, accompanied by his wife, Churchill left London by train to give his speech in Liverpool, reaching the city early in the afternoon. Four hours later he made a major speech to an audience of over five thousand people. It was the first Conservative meeting at which he had spoken for twenty years, and yet, as he pointed out in his opening remarks, for nearly ten of those twenty years—first in Asquith’s Coalition and then under Lloyd George—he had been working ‘in close accord’ with many of the principal leaders of the Conservative Party. Now, he said, Liberals and Conservatives found themselves with many things in common, not as a result of having changed their respective positions, but as a result of ‘the deep and slow tide of events’. During his speech, Churchill attacked the Labour Government for saying that it would repeal the McKenna duties, a set of tariffs on luxury articles which had been introduced by the previous Conservative Government. These duties, which included foreign cars, clocks and watches, brought in £2 ½ million a year to the Exchequer. ‘It is a very rough and harsh measure,’ Churchill said, ‘suddenly to strike away the duties and plunge the whole of the arrangements of the industries into confusion,’ especially, he added, when it was the State which had created ‘these artificial conditions’. Churchill went on to uphold the wisdom of imperial tariffs, pointing out that he himself, as Colonial Secretary, had supported the Preference on sugar imposed in 1922, to protect the West Indies sugar trade, and had promised to maintain that Preference for at least ten years, until 1932.


There was no longer any place, Churchill declared, for an independent Liberal Party. Only the Conservatives offered a strong enough base ‘for the successful defeat of Socialism’. Liberals like himself must be prepared to join forces with the Conservatives, to support them at the Polls, and to be supported by them, sustained by a ‘broad progressive platform’. Churchill repeated his arguments at a luncheon on the following day at the Liverpool Conservative Club.


The Conservatives responded with enthusiasm to Churchill’s appeal. The Conservative Chief Whip, Colonel Jackson, wrote on May 8 to offer Churchill his congratulations ‘upon your brilliant speech’, and Sir Samuel Hoare80 wrote on May 9:




I must write this line to congratulate you upon the success of your two Liverpool speeches. If I may say so, they have both greatly strengthened your position with the Conservative Party. Your Conservative friends are now looking with keen anticipation to the debate upon the McKenna duties, when they much hope that your friends in the House will follow your excellent lead.





On May 9 the Conservative Association of Ashton-under-Lyne asked Churchill if we would be willing to stand, under their aegis, as an anti-Socialist candidate. Further invitations came from both the Kettering and Royston Conservatives. Although Churchill declined these invitations, his relationship with the Conservatives was now a close one, and on May 10 he informed Baldwin that he was helping to organize a group of Liberal MPs in the House of Commons—including Frederick Guest, Edward Grigg and General Seely81 who would be ready to vote with the Conservatives on the next anti-Labour motion. He also reported on Guest’s behalf ‘that as many as twenty (and perhaps more)’ Liberals might go into the Lobby against their own leadership, and in support of the Conservatives. ‘I am glad you liked my line at Liverpool,’ Churchill added, ‘and am much obliged to you for your friendly reference to it.’


An incident in May confirmed Baldwin’s growing friendship with Churchill. On Sunday May 17 the People published an interview with Baldwin, in which the Conservative leader was said to have spoken most disparagingly of ‘this Churchill plotting’. That same evening Colonel Jackson pressed Baldwin to issue a firm denial about the accuracy of the report, and on May 20, in a handwritten note, Baldwin himself hastened to put Churchill’s mind at rest:




My dear Churchill,


I hope you will treat the article in the ‘People’ with the contempt it deserves and accept my assurances that the offensive remarks were never uttered by me. I am looking forward to dining with you on Thursday and hope that our meeting may be productive of useful results….





On May 30 Churchill wrote to Baldwin asking for help regarding his possible nomination for Westminster St Georges. He was, he wrote, under ‘great pressure’ to stand again, in spite of the continuing opposition of the local Constituency Association, and a Memorial signed by 1,500 Conservative electors was shortly to be presented to the Conservative Central Office. He was assured ‘on all sides’, he added, that he had only to form his own Organization and set to work in the Constituency ‘to secure my return to Parliament at the General Election whatever line the Central Office may be directed to take’. But he did not wish to think only of his ‘own inclinations’, or merely of the local situation. He would much rather avoid any conflict ‘with the official Conservative Party whose victory at the polls I desire to help by every means’. He also wanted to be free, he wrote, from a ‘hard-fought local contest’ in order to render to the Conservatives ‘more useful service’ throughout the country, ‘and particularly London’.


Churchill appealed to Baldwin to help him out of his predicament, and to suggest some means whereby he could either stand at Westminster with full Conservative backing, or be otherwise helped to a Conservative-supported Constituency: ‘I write to ask you to consider whether you can suggest any course which will prevent the discord and dissipation of effort which otherwise seems to be inevitable.’


Baldwin had no desire to see another contest on the Westminster model, or to drive away Churchill’s Liberal supporters. On June 2 he sent Churchill a handwritten note, promising to consider Churchill’s request ‘very carefully in consultation with a few of my friends’. Among those whom Baldwin consulted was Sir Samuel Hoare. On June 4 a deputation of Westminster Conservatives led by Oliver Locker-Lampson82 went to see Baldwin to press Churchill’s claims, and to present a Memorial signed by 1,700 electors ‘of all classes and interests’. Two weeks later, on June 17, Hoare wrote to Churchill to explain the situation:




Dear Winston,


I made a point of seeing both Stanley Baldwin and Stanley Jackson yesterday…. From my talk with them it appears to be certain that there will be great trouble in Westminster if you stand there. I put it to them that if you stood down, we ought to find you some other constituency without any further delay. They both told me privately that they have a constituency in view, and I understand that Jackson has already asked you to see him on the subject. If I may make a suggestion, I would say that it will be better if you can carry on the negotiations yourself direct with Jackson and Baldwin. I am inclined to guess that Oliver Locker-Lampson’s deputation did not assist the progress of a settlement.





Churchill’s hopes of being chosen for Westminster were ended when Nicholson decided not to stand down. But he still saw himself as leading an independent pro-Conservative group at the Polls. In a letter to Hoare on June 18 he asked about what title he and those Liberals who felt like him should chose. ‘What do you think of the name Liberal—Conservative?’ he asked, and he continued: ‘It is novel in England but Sir John MacDonald83 held power in Canada at the head of a Liberal—Conservative party, and such a party name is now, I understand, in wide use in Spain (a doubtful precedent!).’ Something, he was convinced, had soon to be decided. ‘Time is passing,’ he told Hoare, ‘and though the sea is calm and the ship’s company lethargic we know that very dirty weather is approaching….’


During July Churchill’s political plans finally obtained the approval of the Conservative Central Office. Helped by Sir Samuel Hoare, and with encouragement from Colonel Jackson, Churchill persuaded Baldwin to allow him to stand at the next General Election as an independent ‘Constitutionalist’ candidate, with full Conservative support. Baldwin agreed that Churchill would be found a safe Conservative seat in or near London, thus leaving him free to play a leading part in the Conservative election campaign outside his constituency. If possible, a seat would be found for which there was no Liberal candidate, but a straight fight between Churchill and the Labour nominee. Although Churchill would not join the Conservative Party, he would speak along the lines of its declared policies. Opposition to Ramsay MacDonald’s proposed Anglo-Soviet Treaty would form an important part of his platform, as would his continued denunciation of the perils of Socialism. At a dinner given by Hoare in the second week of July, Churchill and Baldwin discussed their alliance in detail. ‘Winston, in private, accepts our policy,’ Baldwin wrote to Austen Chamberlain on July 21. ‘It is now up to him to address a meeting and say so.’


During August, before Churchill could make any public speech, Colonel Jackson selected two potential constituencies, Richmond and Epping, both of which seemed suitable to Churchill’s needs. On August 5, the Epping Constituency Chairman, Sir Harry Goschen,84 with Jackson’s approval, wrote direct to Churchill to ask if he would allow his name to go forward to his Executive Committee. ‘Should this idea appeal to you,’ Goschen added, ‘I presume I might tell them that you would stand as a supporter of the Conservative Party, their leaders & policy, & especially as regards Ireland the policy they have outlined…’


Churchill replied to Goschen on August 11, thanking him for ‘such a fine offer’. He intended, he said, to do his utmost ‘to secure a victory for the Conservative and anti-Socialist forces at the General Election, and the programme of the Conservative leaders had his ‘full concurrence’. He was, he went on, prepared to give a pledge on Ulster, to the effect that no boundary changes would be made without the approval of the Ulster Parliament, but he deprecated bringing the Irish issue into the election campaign. The principal need, he added, was that ‘a decisive victory should be won over the Socialists at the next appeal’; it was to this end that they must choose their issues and marshal their forces.


On August 14 Churchill sent Goschen’s letter to Colonel Jackson, asking for guidance and an early decision. ‘Time is slipping away,’ Churchill warned, ‘and nothing is settled…. The fight may well be upon us in October and November.’ This was also the feeling in the constituencies, and on August 15, the Deputy Chairman of the Epping Conservatives, A.J. Hawkey,85 telephoned to Central Office to ask when a decision would be forthcoming; the likelihood of a General Election before the end of the year made the selection of a candidate an urgent one.


Churchill waited at Chartwell for a decision to be reached. Among his visitors was Sir Roger Keyes, one of the most outspoken supporters of the Dardanelles campaign. Writing to his wife on August 19, Churchill pointed out that Keyes was a resident in the Epping constituency, ‘and tells me that there is a very favourable disposition among the Conservative notables. It looks one of the safest seats in the country. But you never can tell.’86 Most of Churchill’s letter concerned news of Chartwell itself:




Work on the dam is progressing. Owing to the fact that the months have got mixed and apparently we are having April instead of August, the water has been rising steadily. We have this evening seven feet. It will be completely finished by next Tuesday, or eight weeks from its initiation. I am at it all day long and every day….


Meanwhile the old lake is practically dry. There is an average of a foot of mud, and I am going to go at it hard with my railway to clear it out. Thompson and I have been wallowing in the most filthy black mud you ever saw, with the vilest odour, getting the beastly stuff to drain away. The moor hens and dab chicks have migrated in a body to the new lake and taken up their quarters in the bushes at the upper end. There are about eleven of them there now.





Churchill ended his letter on a financial note. ‘The 9 elder swine,’ he reported, ‘are sold for £31. They have eaten less than £1 a week for 18 weeks of life—so there is a profit of £13. Not bad on so small a capital.’


Churchill remained at Chartwell throughout August. On August 22 he took his son Randolph—aged thirteen—to lunch with a former Liberal Prime Minister, Lord Rosebery.87 During their talk, they spoke, at length about Churchill’s ancestor, the first Duke of Marlborough, and of Macaulay’s attacks on Marlborough’s reputation. The discussion, Churchill wrote to his wife later that day, ‘has turned my mind very seriously to the great literary project which so many people are inclined to saddle me with—a full scale biography of “Duke John”.’


At the end of August two leading Conservatives, Sir Robert Horne and Lord Carson,88 urged Churchill to speak publicly, as Baldwin also wished, in the Conservative interest. Opposition to MacDonald’s Russian Treaty was the theme they advised, and Carson agreed to take the chair for Churchill’s forthcoming speech at Edinburgh. Sir Robert Horne likewise agreed to appear on the platform. ‘The Russian issue is the one,’ Churchill wrote to Horne on August 30, ‘and with good handling might be decisive.’


On September 10 Churchill learnt from Colonel Jackson that, although the chance of the seat at Richmond had fallen through, Epping was ‘at this moment, a long way the best one which is available’. At Epping Churchill would have a determined Liberal opponent, which made the Constituency, Jackson wrote, ‘not exactly the kind of seat that I would have wished to have seen you offered’. Nevertheless, he added, ‘I should be very pleased if you accepted this invitation, and can assure you every possible assistance from this Office.’ Encouraged by this pledge of support from Conservative Central Office, and eager to reach a decision before an election became imminent, Churchill accepted Jackson’s advice, and on September 11 he wrote to Sir Harry Goschen accepting the Epping invitation.


On the evening of September 25 Churchill made his much-heralded Edinburgh speech, to a crowded and enthusiastic meeting of Scottish Conservatives at the Usher Hall. He was introduced to the meeting by Balfour, who praised his ‘great insight’ into the real problems facing Britain. In his speech, Churchill again declared that there was now ‘no gulf of principle’ between Conservatives and Liberals. The Labour Party had become the enemy of both. Both must combine to defeat it. In the past twenty years, he said, ‘we have seen it grow from a handful of Socialist freaks and a band of sturdy old trade unionist leaders into the foundation of a Government which is at this moment ruling the land’. The Soviet Treaty was proof of what they really stood for. ‘I object to subsidising tyranny,’ Churchill declared, and he continued:




Judged by every standard which history has applied to Governments, the Soviet Government of Russia is one of the worst tyrannies that has ever existed in the world. It accords no political rights. It rules by terror. It punishes political opinions. It suppresses free speech. It tolerates no newspapers but its own. It persecutes Christianity with a zeal and a cunning never equalled since the times of the Roman Emperors. It is engaged at this moment in trampling down the peoples of Georgia and executing their leaders by hundreds.


It is for this process that Mr MacDonald, himself acquainted with Georgia,89 asks us to make ourselves responsible. We are to render these tyrannies possible by lending to their authors money to pay for the ammunition to murder the Georgians, to enable the Soviet sect to keep its stranglehold on the dumb Russian nation, and to poison the world, and so far as they can the British Empire, with their filthy propaganda. That is what we are asked to take upon ourselves. It is an outrage on the British name.





Churchill went on to contrast the Labour Government’s enthusiasm for the Soviet Treaty with its coldness towards the Dominions. By giving up the naval base at Singapore, he said, MacDonald had made it impossible for Britain to come to the aid of Australia or New Zealand in any future emergency. Enlarging on the contrast between Labour’s attitude to the Soviets and to the Empire, he told his audience, in a calculated peroration reminiscent of his father’s oratory of thirty years before:




To the enemies of Britain, of civilisation, of freedom, to those who deserted us in the crises of the war—smiles, compliments, caresses, cash. But for Canada, Australia, New Zealand, South Africa who sent their brave men to fight and die by scores of thousands, who never flinched and never wearied, who are bone of our bone and flesh of our flesh—to them nothing but frigid repulsion.


Our bread for the Bolshevist serpent; our aid for the foreigner of every country; our favours for the Socialists all over the world who have no country; but for our own daughter States across the oceans, on whom the future of the British island and nation depends, only the cold stones of indifference, aversion, and neglect.


That is the policy with which the Socialist Government confronts us, and against that policy we will strive to marshal the unconquerable might of Britain.





Churchill’s Edinburgh speech marked his public emergence as a supporter of the Conservative Party, and heralded his return to full-time politics. On September 30 his mother-in-law, Lady Blanche Hozier,90 wrote from Dieppe to a friend in England: ‘So Winston is on the war path again—after a prolonged holiday that he has enjoyed….’


***


In the two years since he had lost his Parliamentary seat, Churchill had become increasingly friendly with a German-born Oxford professor, Frederick Lindemann.91 The two men had first met in August 1921, and quickly found encouragement in each other’s company. Early in 1924 Churchill had enlisted Lindemann’s help with a new and important literary venture, writing to him on April 3:




My dear Lindemann,


I have undertaken to write on the future possibilities of war and how frightful it will be for the human race. On this subject I have a good many ideas, but I should very much like to have another talk with you following on the most interesting one we had when you last lunched here. Do let me know when you are likely to be in London in the next few weeks, so that we can fix a lunch together.


Thank you so much for the letter which you wrote my wife about the Election. It was exciting but provoking.


Yours sincerely,
Winston Churchill





Lindemann helped Churchill with his article, and answered further queries as Churchill developed his themes and arguments. On April 21 Churchill wrote again:




I wish you would make enquiries about the man who is said to have discovered a ray which will kill at a certain distance. I meet people who say that it can actually be seen to kill mice etc. It may be all a hoax, but my experience has been not to take ‘No’ for an answer.





‘There is an article in “John Bull” of May 3,’ Churchill wrote again on May 10, ‘which deals with the subject of the deadly ray, which it might be worth your while to look at, if only to despise it.’


On September 24 Churchill’s article was published in Nash’s Pall Mall magazine, entitled ‘Shall We All Commit Suicide’. Of all his literary work at this time, it made the greatest impact. In it he warned of weapons yet to be invented, and appealed for a greater wisdom in human affairs to avert future catastrophe. ‘Mankind has never been in this position before,’ he wrote. ‘Without having improved appreciably in virtue or enjoying wiser guidance, it has got into its hands for the first time the tools by which it can unfailingly accomplish its own extermination.’ He continued:




That is the point in human destinies to which all the glories and toils of men have at last led them. They would do well to pause and ponder upon their new responsibilities. Death stands at attention, obedient, expectant, ready to serve, ready to shear away the peoples en masse; ready, if called on, to pulverise, without hope of repair, what is left of civilisation. He awaits only the word of command. He awaits it from a frail, bewildered being, long his victim, now—for one occasion only—his Master.





Churchill went on to warn of the dangers still remaining in Europe of another war. For the time being, he wrote, ‘the horror of war, its carnage and its tyrannies, have sunk into the soul’. But the causes of war had in no way been removed. They had in some ways been aggravated ‘by the so-called Peace Treaty’, and the situation was still a dangerous one, as Churchill explained:




Two mighty branches of the European family will never rest content with their existing situation. Russia, stripped of her Baltic Provinces, will, as the years pass by, brood incessantly upon the wars of Peter the Great. From one end of Germany to the other an intense hatred of France unites the whole population. This passion is fanned continuously by the action of the French Government. The enormous contingents of German youth growing to military manhood year by year are inspired by the fiercest sentiments, and the soul of Germany smoulders with dreams of a War of Liberation or Revenge. These ideas are restrained at the present moment only by physical impotence. France is armed to the teeth. Germany has been to a great extent disarmed and her military system broken up. The French hope to preserve this situation by their technical military-apparatus, by their black troops, and by a system of alliances with the smaller States of Europe; and for the present at any rate overwhelming force is on their side. But physical force alone, unsustained by world opinion, affords no durable foundation for security. Germany is a far stronger entity than France, and cannot be kept in permanent subjugation.





Churchill next examined the materials of war. A ‘German’92 had recently told him that the next war would be fought with electricity. ‘And on this,’ Churchill wrote, ‘a vista opens out of electrical rays which could paralyze the engines of a motor car, could claw down aeroplanes from the sky, and conceivably be made destructive of human life or human vision.’ In addition, he wrote, there was the enormous power of explosives. ‘Has science turned its last page on them?’ he asked, and proceeded to try to answer his own question:




May there not be methods of using explosive energy incomparably more intense than anything heretofore discovered? Might not a bomb no bigger than an orange be found to possess a secret power to destroy a whole block of buildings—nay to concentrate the force of a thousand tons of cordite and blast a township at a stroke? Could not explosives even of the existing type be guided automatically in flying machines by wireless or other rays, without a human pilot, in ceaseless procession upon a hostile city, arsenal, camp, or dockyard?





Other sinister developments, Churchill warned, would take place in the sphere of poison gas and chemical warfare. Even a study of disease, of ‘Pestilences methodically prepared and deliberately launched on man and beast’, was surely being carried out ‘in the laboratories of more than one great country’. And he warned: ‘Blight to destroy crops, Anthrax to slay horses and cattle, Plague to poison not armies only but whole districts—such are the lines along which military science is remorselessly advancing.’


In his article Churchill urged that the prevention of future war ought to be the ‘paramount object’ of all human efforts, and he appealed for world support of the League of Nations, as the sole organization capable of averting catastrophe. His appeal was tinged with foreboding. ‘Against the gathering but still distant tempest,’ he wrote, ‘the League of Nations, deserted by the United States, scorned by Soviet Russia, flouted by Italy, distrusted equally by France and Germany, raises feebly but faithfully its standards of sanity and hope,’ and was as yet ‘incapable of guarding the world from its dangers’. But, Churchill went on: ‘To sustain and aid the League of Nations is the duty of all. To reinforce it and bring it into vital and practical relation with actual world-politics by sincere agreements and understanding between the great Powers, between the leading races, should be the first aim of all who wish to spare their children torments and disasters compared to which those we have suffered will be but a pale preliminary.’


Churchill had not previously been regarded as a supporter of the League. But officials of the League at once published his article as a pamphlet in the United States, where, within two weeks, over 250,000 copies were distributed, and a second massive reprint put in hand. ‘Just look at this,’ Churchill wrote to Lord Robert Cecil93 on November 25, when he learnt the news of the pamphlet’s success. ‘You see I am not so unregenerate as you suppose.’ ‘Who says you are unregenerate,’ Cecil replied. ‘I regard you on the contrary as a brand plucked from the burning!!’
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Return to Parliament:
 ‘The Jolliest Bit of News for Months’


On October 3 Churchill addressed his first public meeting in the Epping division, at Waltham Abbey. Once more he attacked the Labour Government’s decision to lend money to the Soviets, and reiterated his belief that the regime in Russia was ‘unquestionably one of the worst and meanest tyrannies which have ever existed in the world’. This attack on the Labour Party for its support of the Soviets was popular with the local Conservatives. Outside his constituency, Conservatives also welcomed Churchill’s support, and on October 4 Colonel Jackson wrote to him, of the recent Party Conference at Newcastle: ‘I was glad when your name was mentioned to hear it given a very good reception.’ Three days later his cousin Lord Londonderry wrote of ‘how delighted I am that we shall have the full value of your powerful support’. Londonderry added: ‘As you know it is what I have always hoped, and yet the bridge seemed impossible to build.’


On October 7 Churchill issued a statement to the Press Association, supporting the Liberal demand for a full Parliamentary enquiry into the Campbell case—‘this scandalous affair’ as he called it. Some weeks before, Ramsay MacDonald had agreed to drop the Government’s prosecution against a Communist editor, J. R. Campbell,94 who had published an article urging soldiers not to obey orders. Churchill believed that the Conservatives should support the proposed Liberal demand for a Select Committee, and thus force the Labour Government’s resignation. Churchill’s statement ended with a warning about the position of the moderates in the Labour Party: ‘There are in the ranks of the Socialist Government many men of high reputation, men who stood by their country in the war, men who have lived their lives in the public eye and in the House of Commons for a whole generation. The position of these men is pathetic. They have been unable to keep their feet upon the slippery slopes on which they have tried to stand.’


The Government’s handling of the Campbell case was debated in the House of Commons on October 8. Asquith, who demanded a Select Committee, was supported by Baldwin, and in the ensuing division the Labour Government was defeated by 364 votes to 198. MacDonald at once called for a General Election, which was fixed for October 29.


On October 12 Churchill issued his election manifesto. ‘I give my wholehearted support,’ he declared, ‘to the Conservative Party’, which alone could give Britain another period of ‘calm, clean, sober government’. Socialism, he went on, was alien to the British way of life: ‘Such desperate courses originate easily among the down-trodden peoples of Central and Eastern Europe. Whether under a Communist Republic or an Imperial War Lord, whether under a Lenin or a Ludendorff, they have always been accustomed to submitting to tyranny. But this famous island is the home of freedom and of representative government. We have led the world along these paths, and we have no need now to seek our inspiration from Moscow or from Munich.’


In his manifesto, Churchill warned that the money lent to Russia by MacDonald would never be repaid, any more than Russia’s war debt to Britain had been repaid.95 But, he continued: ‘far more important than the loss of money is the loss of honour involved in making ourselves responsible for the wickedness that is going on in Russia. A tyranny of the vilest kind has been erected.’ The prisons were filled with ‘innumerable political captives’. Scores of thousands of people ‘of both sexes and of every class have been executed or murdered in cold blood’, and he went on: ‘Live peaceably with the Bolsheviks if you can; trade with Russia if they will allow you and if you think you will get paid for what you sell, but do not degrade the manhood of Britain by taking on your shoulders and on the shoulders of your children a direct share of responsibility for crimes which have darkened the light of the sun.’


Churchill’s friends hastened to wish him success in the coming contest. ‘May all good luck attend you & may you soon take your place—right at the top,’ Hugo Baring96 wrote from Paris on October 13. ‘Looking forward to seeing you once again thump the familiar box in the House of Commons,’ Esmond Harmsworth97 wrote on October 14. That same day both Lord Carson and Lord Balfour sent Churchill letters of support for which he had asked three days before. One of Churchill’s friends, Sir Ian Hamilton,98 had at first doubted whether the campaign would succeed, but in a letter to Churchill on October 25 he wrote:




My dear Winston,


Moved by some anxiety I pulled out my little Wolseley & ran down to Epping this afternoon. Round about I know a farmer or two, a cowman or two and a couple of big wigs. As I went as a proclaimed non politician it may interest you to hear that the result of my touting was that I came back fairly comfortable in my mind. You may take it from me that your two last speeches, the one in the open air & the last one, turned the scale. As you must know your danger (like that of Dizzy) lies in the hard upper crust of the Diehards….





Polling took place on October 29. When the result was announced on October 30, Churchill was once more a Member of Parliament, with a substantial majority of just under 10,000.99


Nationally, the result of the election was a complete victory for the Conservatives, who won 419 seats, as against 151 for Labour. For the Liberals, with only 40 seats, the election was a disaster. Asquith himself was defeated, and the Liberals lost more than a million votes. Churchill’s own return to Parliament was widely acclaimed. At Trafalgar Square, the Sunday Times reported on October 31, ‘the great cheer of the day was reserved for Mr Winston Churchill’s victory at Epping’, and T. E. Lawrence wrote to him that same day:




This isn’t congratulation, it’s just the hiss of my excess delight rushing out. You’ve done it gloriously—all the conditions to your credit; two bye-elections, two books, to whet the public appetite, and then this smashing success. Tactically, it seems to me, the ground is all in your favour now: only let’s hope there will be enemy enough to provide you with exercise. Probably there will be, since some of the very shell-back Tories will want cracking occasionally: and their own chiefs are mild. However this isn’t my affair. Thank you for providing the jolliest bit of news for months.





There was much speculation about whether Churchill would be brought into the Government. Even before polling day some had assumed that, with a Conservative victory, he would be given Cabinet office. On November 1 Sir William Tyrrell sent Baldwin a ‘Private & Secret’ account of a dinner, given by Philip Sassoon on October 28, at which Churchill, Birkenhead, Beaverbrook, Sir Samuel Hoare and Sir Philip Lloyd-Greame had all been present. According to Tyrrell the conversation had gone as follows:




F.E. to Winston—‘I suppose you expect to get Office?’


Winston replies—‘that will depend very much on what I am offered’.


‘No,’ said F.E.—‘You have been hungering and thirsting for Office for two years and you will take anything they offer you.’


On Winston showing resentment, F.E. proceeded to give the company a sketch of all the tricks and subterfuges he and Winston on occasions had resorted to in order to obtain Office….


Beaverbrook… expressed the conviction that you would be bound to give Office to Winston sooner than see him become the nucleus of dissatisfaction in your own party.


My impression is that you have so many fools in your party wedded to the slogan that anybody as brilliant as Winston must be given Office, that it would be worth while to silence them.





Churchill himself, nearly 25 years later, dictated a private note of his own recollections of the occasion, in which he wrote:




Sam Hoare, who thought himself, and was supposed to be, deeply in Mr Baldwin’s confidence, was asked point-blank across the table, ‘What do you think he is going to do about Winston?’ Hoare replied that he was quite sure Stanley, as he was already affectionately called, was not the sort of man to try any experiments of that kind. This was my own opinion too. However, a considerable band of extreme Right-wing Conservatives, headed by Lord Carson, convened a dinner in my honour at the Constitutional Club and acclaimed me as the leading anti-Socialist figure. ‘The Times’ newspaper wrote a reproving leading article on such attempts to prejudice this decision of the ‘Leader’. I buried myself at Chartwell and saw nobody.





‘I hope to goodness the Tories have the good sense to offer you high office,’ Churchill’s cousin Lord Wimborne100 wrote. ‘It will be reassuring to think of a progressive mind among their counsels, as a majority such as theirs is hardly conducive to a programme of social reforms.’ Wimborne hoped that Churchill would be made either Chancellor of the Exchequer, or Secretary of State for India, but Churchill was not hopeful, writing to Sir Alan Burgoyne101 on November 4: ‘I think it very likely that I shall not be invited to join the Government, as owing to the size of its majority it will probably be composed only of impeccable Conservatives.’


Baldwin did not share Churchill’s view that he could confine his Cabinet to ‘impeccable Conservatives’. Indeed he was much concerned with the question of what post should be given to Churchill. During the afternoon of November 4 he asked Thomas Jones to see him about Cabinet appointments. According to Jones’ diary, Baldwin asked him at one point: ‘What would you do with Winston?’ Jones suggested sending Churchill to the Board of Trade or the Colonial Office, but Baldwin replied: ‘I thought of putting him in India.’ The conversation continued:




T.J.: For heaven’s sake do not do that. I have seen him lose his head at critical moments in the Irish business, and but for L.G.’s intervention we would have had bloodshed on the Border more than once.102 If you have to take drastic action in India through Winston, everyone would blame Winston, whereas he might be quite guiltless and his action entirely justified by the situation in India. I would put Birkenhead in India. He has a better judgement than Winston, and it will keep him pretty well occupied.


All of which Sidney Herbert103 strongly confirmed.


S.B.: But where shall I put Winston?


T.J.: Shove him in the Army or Navy; it does not matter which. Give him the one with most work….





At seven o’clock that evening the King sent for Baldwin, and asked him to form a Government. Later that evening Austen Chamberlain urged Baldwin to give Churchill some senior ministerial post. ‘If you leave him out,’ he argued, ‘he will be leading a Tory rump in six months’ time.’ Chamberlain suggested that Churchill should be made Secretary of State for the Colonies—the post he had held under Lloyd George in 1921 and 1922—but Baldwin demurred. Chamberlain then suggested that Churchill might be made Minister of Health. Baldwin liked this idea; given Churchill’s work at the Board of Trade from 1908 to 1910, he would be an ideal Minister to develop Baldwin’s own plans for a major extension of social insurance. Baldwin at once sent a telephone message, asking Churchill to call on him on the following afternoon. Churchill himself, in his private note, later recalled:




This evidently meant I should be invited to join the Government. But in what capacity? I thought I might be asked to go back to the Dominions and Colonies which I had vacated two years before. My wife urged me strongly that if such an offer were made to me I should suggest instead the Ministry of Health where there was much to be done in housing and other social services with which in my Radical days I had been connected having passed important legislation—Trade boards, Labour Exchanges, Unemployment Insurance, Shop Hours’ Regulation and the like. Accordingly I set out.





While Churchill was on his way to the Conservative Central Office on the afternoon of November 5, Baldwin was already discussing the Cabinet problem with Austen Chamberlain’s half-brother, Neville. According to Baldwin’s own account of the conversation, as told to Thomas Jones four days later, Baldwin began the conversation by offering to make Neville Chamberlain Chancellor of the Exchequer—the post he had held in Baldwin’s first Government. Baldwin also told Chamberlain that he had decided to give Churchill a place ‘at once’, and mentioned the Ministry of Health as a possibility. But Chamberlain told Baldwin that he himself would like to ‘go back to Health’—another of the Cabinet posts he had held before. ‘But who then could be Chancellor?’ Baldwin asked. Neville Chamberlain’s account of the conversation continued:




I enquired whether he had thought of S. Hoare. He said No, and I concluded the idea did not appeal to him. He mentioned Winston but said he supposed there would be a howl from the party. I said I thought there would, but that would be so if he came in at all, and I did not know if it would be much louder if he went to the Treasury than to the Admiralty. On the whole I was inclined to say that W. for the Treasury was worth further consideration.





Baldwin had already asked Churchill to see him, and Churchill was actually sitting in the waiting room while Neville Chamberlain was suggesting that he become Chancellor of the Exchequer. In his private note, Churchill recalled:




I was shown into the Prime Minister’s office. After a few commonplaces I asked him whether he minded the smoke of a cigar. He said ‘No,’ and pulled out his famous pipe. Then he said ‘Are you willing to help us?’ I replied guardedly, ‘Yes, if you really want me.’


I had no intention of joining the Government except in some great position, and I had no idea—nor had anyone else—what was in his mind. So when he said, ‘Will you be Chancellor of the Exchequer?’ I was astonished. I had never dreamed my credit with him stood so high. I replied at once, ‘What about Horne?’ (who was a great friend of mine). ‘No,’ said the Prime Minister, ‘I offered him that post a year ago when I needed him, and he refused. He will not have it now. But, would you believe it, I have had him here this morning. I offered him the Ministry of Labour, and he refused! What do you think of that?’ ‘Well,’ I said, ‘he has been Chancellor of the Exchequer. The Ministry of Labour is a difficult and thankless task and ranks only as a minor office with £2,000 a year.’ There was a pause. ‘Well, anyhow,’ said the Prime Minister, ‘he has refused. And that’s the end of that.’ But from the tone it might well have been ‘that’s the end of him’.


There was another pause. Then he said ‘Perhaps you will now tell me what is your answer to my question. Will you go to the Treasury?’ I should have liked to have answered, ‘Will the bloody duck swim?’ but as it was a formal and important conversation I replied, ‘This fulfils my ambition. I still have my father’s robe as Chancellor. I shall be proud to serve you in this splendid Office.’





The immediate reaction to Churchill’s appointment was one of disbelief. On his way out of Baldwin’s room, he later recalled in an unpublished note:




I looked into Jackson’s room. He was most curious to know what had happened. ‘I hope you have got something you like?’ he asked. I said ‘Yes. I am Chancellor.’ For a moment it seemed to me that he thought I meant Chancellor of the Duchy of Lancaster, which is a subordinate sinecure; but when the realisation came to him in a few more seconds, he nearly fell out of his chair. He pulled himself together and offered very sincere personal congratulations. His father had been my father’s Financial Secretary when he resigned the Chancellorship of the Exchequer in 1886, and had stood by him against all comers.





The news of Churchill’s appointment had to be kept secret for two days. He returned at once to Chartwell where, he recalled, ‘I had great difficulty in convincing my wife that I was not merely teasing her.’


On learning of Baldwin’s offer, Austen Chamberlain wrote to his wife: ‘Meanwhile S.B. has made Winston Chancellor—last night he thought the CO too good for him!’ Chamberlain had wanted Sir Robert Horne appointed Chancellor, and on the following morning, after having spoken to Lord Birkenhead, he wrote again to his wife: ‘Beloved: S.B. is mad! F.E. is as much disturbed as I am & feels that W.’s appointment in place of H. will rouse great antagonism & is not good for W.’


On November 6 J. C. C. Davidson104 wrote to Baldwin: ‘Winston’s appointment is genius—you have hamstrung him—so that his hairy heels are paralysed. He will do all right.’ That same day Austen Chamberlain wrote to Baldwin: ‘I am alarmed at the news that you have made Winston Chancellor, not because I do not wish Winston well but because I fear that this particular appointment will be a great shock to the Party…. You will remember that the first reason you gave me for not offering Horne the Treasury was that you wanted Neville there.’ Neville Chamberlain himself wrote to Baldwin on November 7:




I rather felt my breath go when I heard that Winston and Steel-Maitland105 had been actually appointed. I didn’t know you were going to be as quick as that! But I don’t go back on my views as to the wisdom of your choice in either case, though they don’t seem too popular.





Churchill’s friends were much excited by his return to the Cabinet. Horne, who had hoped for the post himself, wrote to Churchill on November 6: ‘I send you my warmest congratulations on your appointment to the Exchequer. It realises in 1924 what I urged L.G. to do in 1922. Thus belatedly do the Fates perform their ca’ canny job!’ ‘I know that it has always been your ambition to succeed your father in this office…,’ Consuelo Balsan106 wrote on November 7. ‘It is not a long step from the Treasury to the PM and I can see no serious rivals, so mind you move with circumspection and care.’ ‘I congratulate you,’ wrote George Lambert,107 ‘but I congratulate the Country still more. You are in my judgment the fittest man in all England to be Ch of the Excheqr.’ Lambert, like Consuelo Balsan, speculated on the future. ‘Winston, my boy,’ he wrote. ‘I have got a fair instinct for politics. I think I shall live to see you Prime Minister.’


The Times believed Baldwin had made a mistake to give Churchill, who was not even a member of the Conservative Party, the second highest post in a Conservative Cabinet. But the political journalist Herbert Sidebotham,108 writing in the Daily Despatch, described Churchill as ‘not only by common consent the ablest commoner in the Conservative Party, but there is good reason to think that the Chancellorship of the Exchequer is the post that will best suit his abilities. Finance in the hands of a real orator will become, as Gladstone made it in the old days, a glowing enthusiasm.’


Churchill had long wanted to vindicate his father’s brief tenure of the Exchequer in 1886. On November 7 Austen Chamberlain’s sister, Mrs Carnegie, commenting in a private letter on Churchill’s triumph, wrote: ‘No one expected he would have been given one of the first posts, least of all himself—but the ambition of his life had suddenly & unexpectedly been realized. I think that it is more than likely that he will do it well…’ Writing to Randolph’s housemaster, Colonel Sheepshanks,109 on November 19, Churchill commented: ‘Many thanks for your congratulations. No one was more surprised than I.’


Churchill believed that he could act as a moderating and reforming influence on the Conservative Party. On November 8 he had written to Lord Rosebery: ‘Five years of steady sensible liberal (with a small “l” of course) Government will improve our affairs appreciably.’ And he added: ‘I am vy glad to go to the Exchequer, & on Wednesday next I propose to wear at the pricking of the Sheriffs, those robes wh have slumbered in their tin box since January 1887.’


On November 13 Churchill took part in his first official function as Chancellor of the Exchequer: the swearing in of Sheriffs. That same day he lunched with Reginald McKenna,110 who wrote to Lord Beaverbrook on November 14: ‘He tells me he means to master the intricacies of finance and I think he will succeed, though he will find it more difficult than he imagines.’
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A Reforming Chancellor:
 ‘Great Issues in the Social Sphere’


Churchill’s principal concern on becoming Chancellor of the Exchequer was social reform, particularly in the sphere of insurance and pensions. Indeed, by making Churchill Chancellor, Baldwin both envisaged, and ensured, a substantial expansion of the existing social insurance schemes. In the summer of 1923 Baldwin, while himself Chancellor, had set up a Committee under Sir John Anderson111 to examine the state of national insurance. The Anderson Committee, reporting early in 1924, had urged a substantial extension of contributory, and compulsory insurance, to which the Government would be the principal contributor.


Within two weeks of Churchill becoming Chancellor, he, Neville Chamberlain and Baldwin discussed the problem together. ‘We received from you,’ Churchill recalled later in a letter to Baldwin on 17 April 1925, ‘the strongest possible encouragement to proceed.’ As Chancellor, Churchill had not only to find the money for the scheme, but to coordinate the plans and suggestions of the Ministry of Labour and the Ministry of Health. Armed with Baldwin’s support, he sought to frame his first budget in such a way that he would be able to finance an even more comprehensive insurance scheme than that proposed by Anderson, and one which would also cover the previously untouched area of pensions for both widows and orphans.


During his first month as Chancellor, Churchill examined every aspect of Government finance and Treasury administration. As had always been his custom on entering a new Ministry, he submitted his officials to a barrage of written questions, in which he sought both to find out about the routine of departmental business, and to set the tone for his own policies. On Sunday November 16, having studied a series of Treasury papers and tables, he dictated at Chartwell a number of memoranda to his senior Treasury advisers. Writing to the Controller of the Supply Services, Sir George Barstow,112 about the future payment of war pensions, he urged the need to consider ‘the continuous pressure of Parliament for a more compassionate administration’.


On November 26 Churchill wrote to the Permanent Head of the Treasury, Sir Warren Fisher,113 urging a careful examination of the Anderson Committee report on Insurance, and in particular of the proposed sixpenny increase in the contributions by both employers and employed. Should there be a general decline in national prosperity, Churchill felt that the Government should have the power to reduce benefits. ‘I see great difficulties in this,’ he wrote, ‘but yet great need for it if we are not to bind the future almost beyond what our title warrants.’ ‘I am deeply interested in all these projects,’ Churchill added, ‘and I should like to meet the Committee one day next week or as many of them as are available. “Security for 6d” is an impressive motto.’


Churchill was anxious to make substantial reforms in the tax system. During his work at Chartwell on November 16 he had written to the Chairman of the Board of Inland Revenue, Sir Richard Hopkins:114 ‘Calculate the cost of 1925–26 & 1926–27 of putting the super-tax on the nett basis, & simultaneously reducing the standard rate of Income tax (a) by 6d & (b) by 1/-.’ Replying on November 21, Hopkins had estimated the cost to the Exchequer of a sixpenny reduction as £31 million in a full year. A shilling reduction would cost £62 millions. A week later, in the course of a nine-page letter to Hopkins written on November 28, Churchill set out his view of the principles on which taxation should operate:




I do not desire sensibly to diminish the Super Tax burdens resting upon the greatest fortunes, nor on the other hand to increase the burden of Death Duties upon them. On many grounds this class may well be left to stand where they do. I wish to relieve chiefly the lower and medium classes of Super Tax payers, giving the greatest measure of relief to the lowest class comprising professional men, small merchants and business men—superior brain workers of every kind. Where these classes possess accumulated capital in addition to their incomes, the increase of Death Duties operating over the same area will reclaim a substantial portion of the relief afforded by the reform of the Super Tax.


The doctor, engineer and lawyer earning 3 or 4 thousand a year and with no capital will get the greatest relief; the possessor of unearned income derived from a capital estate of 2 or 3 hundred thousand pounds, the smallest relief; while the millionaire will remain substantially liable to the existing scales of high taxation.





‘As the tide of taxation recedes,’ Churchill explained, ‘it leaves the millionaires stranded on the peaks of taxation to which they have been carried by the flood. The smaller class of Super Tax payers get a progressive relief…’ As for the ‘great mass’ of income tax payers, it was Churchill’s desire that they should have progressive relief, until they would ‘subside into the refreshing waters of the sea’. Lower income tax, he stressed, was entirely in the interests ‘of a revival of enterprise’. For those in the poorest groups he wanted to organize further financial help. ‘I contemplate,’ he told Hopkins, ‘an additional burden placed upon employers for the purposes of widows and earlier old age insurance.’ These notes, he concluded, ‘should enable you to carry our discussion a stage further’.


After three weeks as Chancellor of the Exchequer Churchill had come to certain definite conclusions about the details of a reform programme. He wanted to see a progressive reduction of income tax; the provision of widows’ pensions and a major extension of old age insurance, as well as the development of cheap housing. He even hoped to be able to reintroduce the penny post. To finance these measures, he felt that it was not only essential to recover a good proportion of the war debt owed to Britain by France and Italy,115 but also to prevent any unnecessary increase in defence expenditure.


On November 26 Churchill explained his plans to the Cabinet, asking his colleagues to assist him ‘to the utmost by careful financial administration’. It was essential, he added, for ‘excessive taxation’ to be avoided; and to that end, as the minutes recorded:




…he urged that the Government should concentrate on a few great issues in the social sphere, such as the solution of the housing problem and an ‘all-in’ insurance scheme, rather than fritter away our resources on a variety of services which, though possibly good in themselves, were not of vital national importance.





In urging a careful scrutiny of defence expenditure, Churchill was insistent that Britain’s security must in no way be impaired. During the Cabinet of November 26 he explained to his colleagues that the opportunities for holding defence expenditure steady were limited. Indeed, he stressed, ‘some increase in the Royal Air Force must be faced in order to secure the safety of the country’. The Army, likewise, offered little scope for economy, except in the cost of administration. ‘There was little, if any, room for reduction in the size of the Army,’ he said bluntly. Only the Royal Navy seemed to Churchill to be demanding greater funds than it needed, having already put forward a programme of expansion both for the development of a naval base at Singapore and for a substantial number of new cruisers. Some ‘investigation’ was needed, Churchill believed, ‘as to the rate at which these projects could be undertaken consistently with our financial situation and the desirability from a political point of view of avoiding any increase in armaments in the forthcoming financial year’. The Cabinet agreed with Churchill that the rate of growth of naval expenditure would have to be examined carefully.


At the end of the meeting Churchill proposed that the Committee of Imperial Defence should undertake a ‘fresh survey’ of the whole problem of Empire defence. He also wanted a study made of ‘the desirability and practicability of renewing the decision taken by the Cabinet Committee on Finance on August 11th, 1919, that the Fighting Services should proceed on the assumption that no great war is to be anticipated within the next ten years’, although, Churchill insisted, ‘provision should be made for the possible expansion of trained units in case of an emergency arising’. He also wanted an examination of the ‘rate of growth’ of the construction of the Singapore base, and of the naval programme.


That same day, Churchill discussed his schemes with Neville Chamberlain, the new Minister of Health. With the proposed reductions in income tax, Churchill explained, the employing classes would be better able to defray their share of higher insurance contributions. Two days later Churchill sent Baldwin a five-page account of his conversation with Chamberlain. ‘I told him,’ Churchill wrote, ‘that I did not know whether the Budget this year would be “Hope” or “Humdrum”. If the expenditure of the Departments increased… it would be no use trying to make petty remissions of taxation, and it would be better to wait until 1926 when a respectable surplus might be available.’ As to housing, Churchill wrote, he and Neville Chamberlain had found themselves ‘in the most complete accord’. The building trade, they were agreed, should be left to expand ‘the existing profitable building’ without help or hindrance, while the Government should devote its energies and resources to experiment with new methods of construction for the lower classes, ‘who cannot afford to pay at the existing prices’.


In his letter of November 28 Churchill told Baldwin that he did not yet know whether it would be possible to embark upon their reform schemes in 1925 or 1926. ‘I hope myself greatly that 1925 will be possible,’ he wrote, ‘because the relief to the direct taxpayer will stimulate trade revival, and the beginning of the pensions scheme will make a profound impression on the social life of the country and particularly on the position of women.’


Neville Chamberlain recorded his reaction to Churchill’s ideas in his diary on November 26, ‘It seemed plain to me,’ he wrote, that Churchill ‘regretted that he was not Minister of Health’. Indeed, he had told Chamberlain during their discussion of how he envied him. ‘You are in the van,’ Churchill declared. ‘You can raise a monument. You can leave a name in history.’


On November 28 Churchill sent for the Deputy Secretary to the Cabinet, Thomas Jones. ‘I saw him alone,’ Jones recorded in his diary on November 28. ‘He was drinking some whisky-and-soda, and he got some tea for me. He was very confidential.’ According to Jones’ account, Churchill said to him:




I understand you talk a lot with the PM and that you give him advice—good advice, I have no doubt. Well, I want this Government not to fritter away its energies on all sorts of small schemes; I want them to concentrate on one or two things which will be big land-marks in the history of this Parliament, and if you are doing anything for a speech at the Albert Hall I would like you to fix on two things and make them stand out—Housing and Pensions. I think I see my way to help both of these if I can stop the Departments spending in other directions.


I was all for the Liberal measures of social reform in the old days, and I want to push the same sort of measures now. Of course I shall have to give some relief to the taxpayers to balance these measures of reform. If trade improves I can do that, but we cannot have a lot of silly little cruisers, which would be of no use anyway….





For the whole of December Churchill continued his search for means to check Government expenditure in such a way as to ensure that extra funds would be available for pensions, insurance and housing. On December 1 he asked Sir George Barstow to prepare a memorandum for the Cabinet, opposing the ‘most unwarrantable demand’ by the Admiralty for marriage allowances. His reasons, he explained that same day in a personal letter to the First Lord of the Admiralty, William Bridgeman,116 was that even without a marriage allowance, the naval officer already received more money in pay and allowances than his army or air force equivalent. ‘I am sorry,’ Churchill wrote at the end of his letter, ‘that it should be my duty to be so contentious in these matters.’ That same day he wrote to Austen Chamberlain, to explain that he would soon have to ask for ‘substantial repayments’ of French and Italian war debts, already more than six years overdue. Churchill told Chamberlain: ‘I expect to be rather a heavy burden to you in your diplomacy.’ The process of demanding payment, he wrote, ‘will mean worry for you—sulky instead of smiling Ambassadors’; and he continued:




We can avoid all this trouble by throwing up the sponge, by sitting still and putting up with being fleeced. Then there will be lots of compliments about the good feelings which we have established in Europe and about what a very agreeable and friendly nation we are. But I think this is a pretty thin diet to give to the taxpayers of this country in their present circumstances.


The situation about debts has vastly altered since we were last in office together. Europe is recovering. France and Italy as they become richer will become increasingly desirous for financial respectability. The same sort of influence that made us settle the American debt will be operative upon them about our debt. I do not see why we should not get a substantial annual payment from both France and Italy if we use to the full the great advantage of our position.





Chamberlain agreed that Churchill should go to France in January to seek to negotiate the repayment of at least a part of France’s war debt. Meanwhile, on December 2, Churchill circulated all his Cabinet colleagues with a memorandum which he had written more than two years before, on 3 August 1922, in which he had set out his attitude towards inter-Allied debts:




We have suffered hitherto by foreign countries thinking that we have no will of our own in these matters. The United States has a will of its own, very clearly and obstinately expressed, namely, to exact payment from Great Britain. France has a will of her own, equally clearly expressed, namely, to pay nobody. If Great Britain remains a sort of spongy, squeezable mass, on which these two conflicting wills may imprint their stamp, our fundamental interests will suffer…





During the first week of December Churchill examined many possibilities to curb expenditure for at least two years. On December 2 he asked his Financial Secretary, Walter Guinness,117 to look into the question of withholding any increase in teachers’ salaries at least until 1927. That same day he asked the Secretary to the Cabinet, Sir Maurice Hankey,118 whether it was really necessary for the number of submarines based at Hong Kong to be increased from six to twenty-one. ‘I should have thought,’ he wrote, ‘it was very provocative to build up a large submarine base in close proximity to the Japanese coast. Suppose the Japanese owned the Isle of Man, and started putting 21 submarines there!’ Another enquiry which Churchill instituted on December 2 was into the cost of Foreign Office telegrams from Persia and the Persian Gulf. ‘Every day,’ he wrote to Barstow, ‘pages and pages are sent out about obscure matters which only very rarely eventuate in action of any kind.’


Despite the pressure for economy, Churchill accepted the need for the steady development of the Air Force. ‘I expect Trenchard119 is pretty good in getting value for money,’ he wrote to Barstow on December 4. At first he hoped that the Air Ministry would agree ‘to slow down the rate of expansion’, and plan to complete its expansion schemes by 1932 rather than 1925. This, he wrote, would afford the Exchequer ‘a very great measure of relief’. But he decided not to bring this demand forward until after the Debt settlement. At the same time, he hoped that an imaginative development of air power could provide both a cheaper and a more effective method of defence. On December 12, in a letter to Samuel Hoare, who had become Secretary of State for Air, he suggested, as an example of such a development, that the best way to defend Singapore against attack was by the expansion of aerial defences, rather than by the more expensive method proposed by the Admiralty, of an enlarged submarine defence. The Admiralty’s proposal to mount two enormous gun batteries did not appeal to him. Would not ‘heavy bombing machines’ be a preferable substitute for guns, he wrote; and, if so, ‘how much better to have this cost represented in mobile air squadrons rather than tied up forever to one spot on two heavy batteries’. Churchill told Hoare:




I am going to press for a new and detailed examination of methods, stages and rate of construction at Singapore. It seems to me that if this work were completed in fifteen or twenty years, the air should play a far larger part in it than is now contemplated. We ought to arrive at a time table showing exactly what will be done each year in the fifteen or twenty years, and at what period each of the successive methods of defence will come into operation.





‘I have had a preliminary talk with Trenchard,’ Hoare replied on December 15, ‘and, broadly speaking, we are both in entire agreement with your views and believe that the substitution of torpedo and bombing squadrons for submarines and heavy guns—the latter in any case requiring aircraft to “spot” for them—should result in substantial economy and enhanced efficiency.’


Determined to reduce income tax if possible, on December 2 Churchill instructed Sir Richard Hopkins to draw up a detailed statistical report. ‘Everything turns upon your scales,’ he wrote, and on December 9, while waiting for Hopkins to complete his calculations, he informed Lord Salisbury120 that an ‘increasing distinction’ between earned and unearned incomes ‘might be one solution to raising new taxes’. But he opposed as ‘more trouble than it was worth’ any attempt ‘to hunt down “the idle rich”’. His letter continued:




The existing system of death duties is a certain corrective against the development of a race of idle rich. If they are idle they will cease in a few generations to be rich. Further than that it is not desirable for the legislature to go. The christian or the moralist alone can pursue an inquisition into what is ‘service’ and what is ‘idleness’. A dilettante philanthropist wasting money on ill-judged schemes may be a poorer asset to the State than a man who having, say, £10,000 a year spends £5,000 selfishly and allows the rest to accumulate at compound interest increasing funds available for enterprise and employment.


Again, a man may be a most admirable citizen, spend his whole life in public and philanthropic service, and yet be accustomed to be maintained on such a scale and in such a state that a very large number of persons are kept in unproductive employment serving him.


My maturer views of life lead me to deprecate the personal inquisition, except when self-instituted, into actions which are within the law. I think the rich, whether idle or not, are already taxed in this country to the very highest point compatible with the accumulation of capital for future production.





‘The existing capitalist system,’ Churchill told Salisbury, ‘is the foundation of civilisation and the only means by which great modern populations can be supplied with vital necessaries.’


On December 12 Hopkins submitted the various calculations for which Churchill had asked. A reduction of super-tax costing £14 ½ million a year could be largely offset by an increase in Estate duty of £10 million. A sixpenny reduction of income tax would cost £31 ½ million. Another of Churchill’s schemes, the reintroduction of the penny post, would cost £5 million a year. Writing to Hopkins two days later, Churchill declared: ‘I greatly admire the wonderful clearness with which these complicated matters have been examined and unfolded.’ His letter continued:




…what I am aiming at is a substantial diminution in actual burden on the direct taxpayer. I believe that this burden is at the present time a grave discouragement to enterprise and thrift and a potent factor in the tendency to high profits. I want to make a real impression upon this. For this purpose I am anxious to supplement my modest resources of relief by a direct transfer of the burdens from current taxation to Death Duties. I am sure this is in accordance with modern thought and my instinct is that the change will be welcomed by the classes affected.


Moreover the imposition of the increased Death Duties and the friction that will arise thereupon will assist us in the general presentation of the treatment of the higher class of direct taxpayers. It harmonises with the plan of emphasising the distinction between earned and unearned income in the lower ranges. It is intended to be an encouragement to people to bestir themselves and make more money while they are alive and bring up their heirs to do the same….





Churchill then set out his philosophy of wealth:




The process of the creation of new wealth is beneficial to the whole community. The process of squatting on old wealth though valuable is a far less lively agent. The great bulk of the wealth of the world is created and consumed every year. We shall never shake ourselves clear from the debts of the past and break into a definitely larger period except by the energetic creation of new wealth. A premium on effort is the aim and a penalty on inertia may well be its companion.





In the second week of December Churchill learned that the Admiralty were about to propose a substantial increase in the Naval Estimates, not only for 1925, but for at least three further years. ‘We must certainly break into this plan of imminent preparations for a gigantic naval war in the Far East,’ he wrote to Sir George Barstow on December 11. The preliminary Admiralty forecast, which Churchill learnt of on December 13, was for an extra ten million pounds for 1925, and a further seventeen and a quarter million for the construction of new ships, to be spent over three years. This projected increase hit directly at Churchill’s long-term plans. ‘It is no use my trying to take off taxes this year,’ he wrote direct to Baldwin that same day, ‘in order to have to put them back next year.’


In his letter to Baldwin, Churchill stressed that the estimate for new construction would only be a minimum. The building of new ships, he wrote, ‘must carry with it an increase in other Votes’, so that the total cost involved was likely to be, not seventeen, but ‘at least’ twenty-five millions. To accept these armament increases ‘is to sterilise and paralyse the whole policy of the Government. There will be nothing for the taxpayer and nothing for social reform. We shall be a Naval Parliament busily preparing our Navy for some great imminent shock. Voilà tout!’


Churchill used three further arguments to impress on Baldwin the folly of any increase in naval expenditure. The first argument combined electoral and international considerations. As he told Baldwin:




We should come up to the Election with these enormous Navy Estimates and nothing else to show. Besides this, we should be accused of starting up the whole armament race all over the world and setting the pace towards a new vast war. I cannot conceive any course more certain to result in a Socialist victory. If the Socialists win in a tremendous economy wave, they will cut down and blot out all these Naval preparations so that in the end the Admiralty will not get the Navy programme for the sake of which your Government will have broken itself.





Churchill’s second argument concerned the impossibility of borrowing money in order to finance the naval increases. For more than a year the Governor of the Bank of England, Montagu Norman,121 had been pressing for a return to the Gold Standard; the sole means, as Norman saw it, of stabilizing the economy. The Treasury officials supported Norman’s proposal, which had been delayed only on account of the change of Government. But a return to Gold involved the need for carefully balanced budgets and a more restrictive financial policy. Greatly increased naval estimates could seriously endanger that policy. As Churchill explained to Baldwin: ‘…there is nothing for it, if we accept the armament policy, but to put out of our mind all idea of reduction of taxation and practically all plans of social reform during the whole lifetime of the present Parliament.’


Churchill’s third argument concerned the actual need for new warships. ‘It seems to me,’ he wrote, ‘that the Admiralty imagine themselves confronted with the same sort of situation in regard to Japan as we faced against Germany in the ten years before the war.’ To meet this danger, Hong Kong was to become a submarine base, Singapore to be developed ‘as fast as possible’, shipbuilding accelerated and reserve stores and ammunition ‘rapidly completed on a large scale’; even merchant ships were to be armed with six-inch guns. ‘For what?’ Churchill asked. And he continued: ‘A war with Japan! But why should there be a war with Japan? I do not believe there is the slightest chance of it in our lifetime.’ The Japanese, he wrote, were Britain’s allies. America was ‘far more likely to quarrel with Japan’ than Britain. ‘What question is pending between England and Japan?’ he asked. ‘To what diplomatic combination do either of us belong which could involve us against the other?’ There was no analogy, he explained, with the situation before 1914:




Then we were joined with France by a military agreement begun in 1906, France was set against Germany by the terrible quarrels of the past. England, France and Russia formed the counterpoise to the Triple Alliance. Europe was divided into two armed camps. Germany made a bold bid for naval supremacy, and we had to face this mighty power across the narrow North Sea with every feeling that our whole national existence was at stake.


Japan is at the other end of the world. She cannot menace our vital security in any way.




Churchill went on to examine one possible cause of Anglo-Japanese friction:




…suppose we had a dispute with Japan about something in China and we declared war upon her, what would happen? We should have to move the best part of our Fleet to Singapore. Hong Kong would of course be taken by Japan in the early days. What should we do then? We should have to send large armies (how we should raise them I do not know) to go and attack Japan in her home waters. The war would last for years. It would cost Japan very little. It would reduce us to bankruptcy. All the time it was on we should be at the mercy at home of every unfriendly power or force hostile to the British Empire. We could never do it. It would never be worth our while to do it.


The only war it would be worth our while to fight with Japan would be to prevent an invasion of Australia, and that I am certain will never happen in any period, even the most remote, which we or our children need foresee.





‘I am therefore convinced,’ Churchill added, ‘that war with Japan is not a possibility any reasonable Government need take into account.’


Churchill then set out for Baldwin what he wanted the Admiralty to do. ‘They should be made to recast all their plans and scales and standards,’ he wrote, ‘on the basis that no naval war against a first class Navy is likely to take place in the next twenty years’; the lives of all ships should therefore be prolonged, and the cost of all replacements should be spread over ‘at least three times the period specified’. By such economies, Churchill wrote, by diplomatic efforts to limit world naval construction, and by social reform at home, ‘we may be able to secure a second term of power’. Within five to ten years, Churchill concluded, ‘by a steady yet moderate maintenance of our armaments the Empire will be in a far stronger position militarily, navally, financially and socially than by any other method’.


Two days later, on December 15, Churchill sent a similar letter to William Bridgeman. ‘It is surely worth considering,’ he wrote, ‘whether a more moderate policy, if persevered in, not for four years but for eight or nine, might not leave us in a stronger naval position.’ In 1913, Churchill added, when he himself had been First Lord, he had supplied the Treasury with ‘every detail’ of proposed naval expenditure. ‘I trust therefore you will give directions in accordance with these precedents.’ Churchill also wrote to Austen Chamberlain on December 15, enclosing a copy of his letter to Baldwin, and asking Chamberlain, if he ‘were so inclined’, to allow the subject of Japan to be raised in Cabinet. ‘What I seek,’ Churchill told Chamberlain, ‘is a declaration to the Cabinet by you, ruling out a war with Japan from among the reasonable possibilities to be taken into account in the next 10, 15 or 20 years.’122


In a letter to Neville Chamberlain on December 30 Churchill expressed his hope that ‘after my talks with the Prime Minister and Austen… we may lower the temperature in regard to Japan sufficiently to bring Naval expenses into reasonable relation with our other affairs’. It was therefore essential, he believed, ‘to get our teeth into the insurance project’, and he was quite prepared to justify ‘laying the burden of the new insurance on future Parliaments and Ministries’. In his letter, Churchill set out in detail his hopes for the more extensive state insurance schemes. ‘Let us have a talk in the near future,’ he added, ‘and to tell me how you are viewing all this aspect.’ Churchill even thought of enlisting Liberal support, telling Chamberlain:




…we do not want to take all this trouble and incur all this expense and have the scheme ungratefully received. I do not think it would be. But it is a point to ponder over….


Ll.G. as the parent of insurance would, I am sure, be with us. Anyhow we do not want them all crabbing it and a little tact should avoid this. It is a fence to jump at a gallop. Once over with acclamation, and people start paying, everything will work out according to the actuaries, and the inestimable blessings which this measure may carry to the whole population will plead their own cause in every home.





Churchill pressed Neville Chamberlain to begin work on detailed plans which could be launched in the 1925 budget, rather than delay until 1926 or 1927. ‘Personally, my instinct is all for it,’ Churchill added, ‘and it is only experience and disillusionment that make me cautious.’ Chamberlain’s instinct was even more cautious. ‘In the circumstance,’ he wrote to Churchill on 1 January 1925, ‘I think I had better defer comment until I return which will be about the middle of this month, and this will be all the better because I should like to see what the Committee have to say before I make up my mind as to the advisability of proceeding with a scheme.’ But Churchill had already, on December 28, sent details of the widows’ pension scheme to Baldwin, who replied two days later:




My dear Chancellor,


I have read your letter dated Friday with the keenest interest and pleasure.


You are a Chancellor after my own heart!


You will observe the present tense. I have every hope that after accomplishing much I shall use the present when our term is completed.


Yours very sincerely
Stanley Baldwin





Commenting on Churchill’s first seven weeks at the Treasury, on December 27 Clementine Churchill had written to Professor Lindemann: ‘Winston is immersed in thrilling new work with the Treasury officials whom he says are a wonderful lot of men.’


On January 5 the question of the Naval Estimates was raised at a meeting of the Committee of Imperial Defence. ‘Yesterday I was vigorously engaged with Winston,’ Lord Beatty123 wrote to his wife on January 6, ‘and I think on the whole got the better of him. I must say, although I had to say some pretty strong things, he never bears any malice and was good-humoured throughout the engagement.’ During the meeting, Austen Chamberlain had strongly supported Churchill’s view that the prospect of war with Japan was, as he put it, ‘very remote’. Chamberlain went on to tell his colleagues:




I cannot conceive it possible that Japan, singlehanded, should seek a conflict with us. The only case in which I think Japan (which is an uneasy and rather restless Power, whose action is not always easy to predict) might become dangerous is after a new regrouping of the European Powers. In other words, unless we see signs of a German-Russo-Japanese Alliance or agreement, I should not anticipate war between ourselves and Japan. I should regard the signs of such an agreement, such a new regrouping of the Powers as being a danger signal which would at once call our attention to the situation and would require that we should review it afresh. Of that regrouping there is at present no sign.





Later in the discussion a former Foreign Secretary, Lord Curzon,124 also spoke of the unlikelihood of war with Japan; the Japanese, he asserted, were very pro-British, and wanted only to maintain ‘intimate and cordial relations’ with Britain.


In seeking to resolve the question of inter-Allied war debts, Churchill had to consider the United States’ demand that the money owed to her by Britain must be repaid without waiting until Britain had received the money owed to her by France. Churchill wanted all debts settled by a simple plan, whereby Britain would pay America in proportion to receiving money from France. For more than a month he discussed and elaborated on this plan with his advisers. To Sir Otto Niemeyer125 he had written on December 10 to point out the many ways in which Britain had borne the brunt of war indebtedness: ‘we have taxed ourselves far more heavily’, he wrote, ‘than any other country’, a fact which had contributed to the high rate of unemployment. In view of the financial exertions Britain had made, ‘We have no need to ask favours from anybody, nor are we under any obligation to give concessions.’ Churchill repeated these themes when he spoke during a debate on the Debt in the House of Commons on December 10. Writing to Churchill on December 15, Austen Chamberlain reported Etienne Clémentel’s126 suggestion that Churchill, on his visit to Paris for a Finance Conference due to open on January 8, should summon a conference of all the debtor and creditor nations. This Churchill accepted. Chamberlain ended his letter:




May I add that I was delighted to see from the papers what an outstanding success your first appearance in the House of Commons as Chancellor of the Exchequer had been? I have never doubted that you will greatly enhance your reputation in this post which will give you an opportunity of showing to the country your possession of just those powers which perhaps hitherto have been recognised only by your personal friends.





Replying to Austen Chamberlain on December 30, Churchill set out his views of the inter-allied debts, expressing his total opposition, both in law and in equity, to the American view that all debts must be paid bilaterally, without any pari passu arrangements. He was particularly upset by the continuing American pressure on France for a direct debt settlement, and saw his role as that of arbitrator between France and America. ‘At the same time,’ he wrote, ‘both France and ourselves will have to squeeze the Belgians over their abuse of their 100 million priority on reparation.’ In urging a general settlement, Churchill added, ‘we shall be in a very strong position, being quite independent and committed to no proposition which is not backed with massive arguments’. In explaining his policy to the Cabinet on January 5, Churchill said that he intended ‘to hold the British Government free to make any arrangements with France independently in time or terms of America’. At the same time, he intended, he said, to impress upon Clémentel ‘that we considered it the duty of France to pay her debt to us’.


On January 6 Churchill left London for Paris, and on the following day, in his opening address to the Conference, he declared: ‘Hope flies on wings, and international conferences plod along dusty roads, but still the conviction exists that progress is being made towards the reconstruction of the unity and prosperity of Europe, that the healing process is active and that problems are assuming increasingly simple form’. Churchill added that nothing should be done by the delegates to disappoint that conviction. The overriding need was for ‘harmony in mood and for simplicity in method’.


On January 8 Clementine Churchill wrote to her husband of how the newspapers had been full of his departure for Paris, ‘illustrated by snapshots of a debonnaire Pig’. Altogether, she noted, ‘you are the Pet of the moment’. On January 10 he sent her an account of what he had been doing:




I have scarcely moved outside the Embassy except to the series of conferences & discussions & interviews wh have occupied the days. Even meal times have been devoted to meeting people of consequence. I had an interview with Herriot127 in his sick room. Poor man—he seemed vy seedy & worn with worry & phlebitis. We got on well. Tomorrow I am to see President Doumergue.128…


I have had tremendous battles with the Yanks, & have beaten them down inch by inch to a reasonable figure. In the end we were fighting over tripe like £100,000! However there was never any ill will & I have now made quite a good arrangement with them wh will be announced on Tuesday with the rest. I think on the whole I have succeeded. Certainly I have had plenty of compliments. But that is not a vy trustworthy test.





The course of the Paris negotiations proved a triumph for Churchill’s tact and negotiating skill. After a week of discussions, all the former Allied powers accepted the principle that Britain’s debt payments to the United States should be accompanied by simultaneous, proportionate payments to Britain by France, Belgium, Italy and Japan, Britain’s principal debtors. Rumania, Serbia, Brazil and Czechoslovakia also agreed to accept the general plan. This conclusion was strongly to Britain’s advantage: the £1,000 million pounds which Britain owed America was offset by over £2,000 million which the other former Allies owed to Britain.


The Press applauded Churchill’s success, and was particularly impressed at his having persuaded the United States to play a more constructive part in European affairs. He himself recognized and acknowledged the important work done by his Treasury advisers, writing to Frederick Leith-Ross129 when the Conference was ended: ‘I was deeply impressed by the obvious ascendency of the British experts, headed by yourself, over their foreign colleagues. You seemed to be accepted as trusted guides and exponents. Pray accept my congratulations and thanks.’ Congratulations reached Churchill himself from a former Foreign Secretary, Lord Grey of Fallodon, who wrote from Northumberland:




It is a real pleasure to me, who have known the difficulties of such things, to read of so great a success; and when that is due to a man for whom one has feelings of personal friendship, it adds to the happiness of life. I gather from the Times that not only has the Conference been a success, but that your share in bringing that about has been great, & that the recognition of this is due to the spontaneous tribute of the foreigners with whom you have dealt. To uphold the interests of this country & at the same time to secure this recognition from the representatives of other countries is a rare achievement & a great public service….





Churchill returned to London on January 14, and on the following day gave the Cabinet an account of the Paris Conference. According to the official minutes, the Cabinet ‘expressed their high appreciation of the success of the Chancellor of the Exchequer’s mission, which had resulted not only in clearing up very difficult and complicated financial questions, but also in an improvement of the general political situation’. On January 15 Sir Eric Phipps130 wrote to Churchill from Paris: ‘I hear on all sides nothing but expressions of gratitude by the French for the consideration which you displayed towards them.’


Following his return from Paris, Churchill began to prepare, in detail, his arguments against any increase in naval expenditure. ‘Where you are in a particularly strong position,’ Sir George Barstow advised him on January 14, ‘in which I believe it would have the support of the whole Cabinet, is on the question of high policy. It is precisely on this ground that the Naval Lords will have difficulties in opposing you.’ Churchill took this advice. ‘The statement of the Foreign Secretary,’ he wrote to Bridgeman on January 19, ‘upon the improbability of any war with Japan for many years to come should make it possible to slow down the whole process of naval preparation.’ Nevertheless, he insisted, the economies should never be at the expense of preparedness. The Admiralty’s proposal to arm a hundred merchant ships was one ‘with which I fully agree’. He had indeed initiated this very measure before 1914. But he could not see that there was ‘the slightest urgency’ to complete this programme at once. ‘During the next 15 years,’ he explained, ‘many ships now armed with 6-inch guns will necessarily be scrapped. It would in my opinion be a most prudent measure on the part of the Admiralty to preserve the guns, mountings, and reserve ammunitions of these vessels, and promote their armed merchant cruiser programme gradually by this means.’ Churchill went on to suggest that even the surplus 4.7-inch guns might be set aside for the same purpose, thus averting further capital expenditure, but at no loss to preparedness. ‘The Treasury,’ he wrote, ‘will be quite ready to provide for the proper care and maintenance of such weapons as they become available through the scrapping of existing vessels.’


In a letter to the Chancellor of the Duchy of Lancaster, Lord Robert Cecil, on January 20, Churchill gave his view of the Estimates’ dispute:




Do you realise that the Navy Estimates are up more than ten millions, and that the new construction programme on which the Admiralty insist will raise them ten millions next year and five millions more on top of that, a total increase of twenty-five million pounds in three years, and an aggregate total of over ninety millions in 1927–28 and following years? This is what I am trying to fight at the present time.


The immediate question is not one of disarmament but of preventing Britain from leading the world in a vast expansion of naval armaments, accompanied to a lesser extent by a development of air power. From the moment these estimates are presented and the Admiralty designs disclosed to Parliament, we shall be irretrievably branded as a Jingo Armaments Administration….





On January 23 Churchill wrote again to Bridgeman, warning that the Navy’s requirements ‘will absorb the whole available resources of the Exchequer not only this year but for two or three years to come’, with the result that there could be neither income tax relief, nor ‘any schemes of social betterment’. Having followed since 1908 the movement of naval affairs, Churchill wrote, he was convinced that the expanded naval programme was ‘not warranted by any consideration of the safety of the country or of the adequate maintenance of our naval power’ and that it would be ‘deeply injurious to the political foundations of the State’. On the following day Churchill wrote direct to Baldwin:




I shd be vy grateful for any advice as to how to handle this extremely awkward business. I thought myself that after one or two Cabinets on the main issue, you wd perhaps yrself mention certain figures for the next three years and ask that plans shd be made for working to them by a Cabinet Committee, or by further discussions on that basis between the Admlty and the Exchqr.





Bridgeman appreciated Churchill’s efforts to maintain good personal relations, and understood the reasons for Churchill’s search for economy. ‘I am sure,’ he wrote on January 26, ‘the fact that our respective conceptions of our duty have brought us into strong departmental conflict will not impair the friendliest relations between us.’ But Beatty, as Bridgeman’s senior naval adviser, was determined to carry out the Admiralty’s plans, and took a more personal view of the situation, writing to his wife that same day:




That extraordinary fellow Winston has gone mad. Economically mad, and no sacrifice is too great to achieve what in his short-sightedness is the panacea for all evils—to take IS off the Income Tax. Nobody outside a lunatic asylum expects a shilling off the Income Tax this Budget. But he has made up his mind that it is the only thing he can do to justify his appointment as Chancellor of the Exchequer. The result will be a split in the Conservative Party and nothing else. As we the Admiralty are the principal Spending Department, he attacks us with virulence.


Poor old Bridgeman our 1st Lord takes a very gloomy view and sees his job fading away from him. But I have heartened him up a lot and I think he will stand firm. It’s then a case of Winston coming off his perch or a split in the Govt, followed by the resignation of the Board of Admiralty. Every year it is the same struggle. We have won through up to now, but we are up against tougher stuff just now and it requires very careful watching.





On January 27 Bridgeman circulated a memorandum to the Cabinet, defending his estimates. His policy of naval expansion and consolidation, involving an additional expenditure of over £10 million, was based, he wrote, on two decisions taken by Lloyd George’s Government, one in November 1921 by the Committee of Imperial Defence, the other in February 1922 by a special Cabinet Committee, presided over by Churchill himself. Two days later Churchill circulated his reply: a six thousand word memorandum reiterating his reasons for rejecting Bridgeman’s estimates. Income tax could not be reduced for three years to come, he insisted, nor funds found for social reform, if the naval budgets of the next four years were not curtailed. Were the Government to build five new cruisers and eight submarines, he added, as well as ‘6 costly depot, repair and victualling ships’, it would make it a Government of naval expansion, and would ‘excite national and world wide attention’. Churchill added: ‘We might even find that building five more cruisers had merely called ten or twelve into existence against us.’


Churchill then repeated his view that the future danger from Japan had been much exaggerated by the Admiralty. Britain alone, he pointed out, possessed 18 battleships, as against 6 Japanese; each had 4 battle-cruisers; Britain had 57 cruisers against only 24 Japanese. It was Japan, he argued, who should take alarm, ‘webbed about’ as she was by the ‘Naval apparatus of the two mighty English-speaking nations’. What would Britain’s feeling be, he asked, ‘if we saw ourselves being laid hold of by a similar pair of tongs?’


Churchill went on to warn against making the Japanese danger the principal criterion of naval policy. A proper naval policy, he wrote, would be to ensure that the Navy would not be inferior either to the Japanese or United States navies, rather than to seek ‘to dominate either of these two powers in their quarter of the globe’. Even the construction of the Singapore naval base, he stressed, ‘however desirable as a pillar of Imperial communications’, had become a peg ‘on which to hang the whole vast scheme of scientific naval control of Japan’. The existing international situation, he felt, did not justify ‘either the rate or the scale’ of the proposed naval activity in the Far East, and he added: ‘We are invited to live, perhaps for a quarter of a century, with our pistol at full-cock and our finger on the trigger. I regard this not only as utterly unreasonable but as positively injurious to the main interests of the State.’ Churchill then set out his view of how events would develop, and what the guidelines should be for Britain’s future defence policy:




During a long peace, such as follows in the wake of great wars, there must inevitably develop gaps in our structure of armaments. We have to select the essential elements of war power from amidst great quantities of ancillary and subsidiary improvements. These gaps can be gradually and unostentatiously filled up if deep international antagonisms, the invariable precursors of great wars, gradually become apparent in the world.





Churchill hoped to persuade Bridgeman to modify his proposals before the matter came before the Cabinet. He hoped too that Baldwin would look sympathetically upon his arguments, and felt he had every chance of success. On January 29 Lord Birkenhead wrote to the Viceroy of India, Lord Reading:131 ‘Winston’s position in the Government and Cabinet is very strong. He takes infinite trouble with the Prime Minister, who likes him and for whom he feels a very sincere gratitude.’


On January 31 Baldwin went to Chequers to study Churchill’s naval memorandum. That same day, in a letter to his wife, Beatty described the memorandum as a bomb which Churchill hoped ‘will pulverize us, setting forth the extravagance of our claims’. But, he added, ‘Winston and I are very good friends, and there is no malice or bad feeling attached to it.’ Within the Treasury, Churchill’s position received strong support from Sir George Barstow, who wrote to Sir Warren Fisher on February 3, in the course of a long letter arguing against increased estimates: ‘I hope very much that if you consult with Ministers on the subject of Navy Estimates you will drive home one point to which I attach great importance—the immense political value of an announcement that the Govt does not intend to initiate any new construction in the coming year.’ Of Japan’s potential naval power, Barstow wrote: ‘I believe our building resources are so much greater than theirs that if it came to a race we could always give them a start & pass them.’ Fisher sent Barstow’s letter to Baldwin with the comment: ‘I commend to your serious notice this most admirable letter.’


On February 3 Churchill informed Beatty that he would not seek an immediate Cabinet decision. It was better, he wrote, ‘that the Admiralty and the Treasury should continue discussions between them as far as possible’, in the hope of reaching agreement. That same day he and Beatty discussed the estimates together for two and a half hours. ‘Winston very amicable and friendly,’ Beatty wrote to his wife later that day, ‘but he says it is a very difficult position and it is not easy to bring our differences into line.’ On February 4 Churchill wrote to Beatty again, sending him a six-page list of suggestions ‘in the hope of our being able to come together’, and offering to guarantee the Navy ‘a steady £60 millions in future years’, even though this was ‘far more than I had realized would come on the Exchequer’. It included £4 millions more for 1925: a year, Churchill pointed out, ‘when everyone was looking for reductions’. This, he added, ‘is the absolute limit on which I could agree’.


Churchill’s list of suggestions included a stricter limit on the building up of reserves of oil fuel; all new dockyard work at Malta or Devonport to ‘stand over’ until the existing work was finished; Singapore to be fully developed ‘on a 15 year basis instead of 10 or 12, which is the present tempo’; and a pruning of as much as £750,000 from the Navy’s administrative costs. ‘It is no good telling me the First Sea Lord cannot do this if he lets it be known that it is his wish,’ Churchill wrote. ‘Even when First Lord, as you know, I often found this amount and larger amounts in a few mornings with a blue pencil.’


Beatty and Churchill discussed these suggestions together on the evening of February 4. ‘It takes a good deal out of me,’ Beatty wrote that night to his wife, ‘when dealing with a man of his calibre with a very quick brain.’ And he added: ‘A false step, remark, or even gesture is immediately fastened upon, so I have to keep my wits about me.’


No agreement was reached; on February 5 Churchill wrote to Bridgeman of his ‘not only admiration, but warm personal regard’ for Beatty. Their conversation, he added, ‘could not be unpleasant. It was however utterly unfruitful.’ Beatty had seen no way of going below £63 ½ million, and even this sum included a ‘shadow cut’ of £2 million which, Churchill wrote, ‘is of no value to the Exchequer’. He was very disappointed, also, that Beatty had been unable to accept that the naval construction programme for 1925–9, while remaining intact as far as the actual projects were concerned, should be spread over twice the period: a scheme which Churchill was prepared to finance. There seemed no point, Churchill continued, in further discussions between the Treasury and the Admiralty. ‘It is quite clear,’ he wrote, ‘that the matter must go to the Cabinet.’ And he added: ‘After all, it is their money, not mine, which has to be distributed. If they like to spend all the available funds in the next few years on Naval development, if they think that necessary to the safety of the country and in accordance with our deepest political and national interests, it is for them to say so.’


Churchill felt that he had been put at a disadvantage during his discussions with Beatty because, when arguing about the Japanese danger, he found that Beatty had seen certain secret telegrams about Japanese intentions which Churchill had not been shown. In December 1924, Churchill had obtained Baldwin’s approval to be shown all important intercepted telegrams passing between foreign embassies and foreign capitals. But this had not been done entirely as Churchill had wished. On February 5 he complained to Baldwin:




I still receive from time to time an intercept relating to some money question. But I remain entirely ignorant of the information possessed by the Admiralty and War Office. For instance, last week when I was discussing the great & vital question of the Navy Estimates with the Admiralty representatives they quoted to me freely & extensively the telegrams which have passed between the Japanese Embassy & Government. These telegrams, they said, showed the true intentions & feelings of Japan, particularly in regard to cruisers in the event of another Washington Conference: how they were willing to discuss the maximum size but certainly not to bind themselves about numbers etc.


I concealed my ignorance of these essential matters as well as I could; for I thought it hardly becoming that the Ch of the Exchequer should shew himself at such a disadvantage in secret information with the subordinate representatives of a spending Department. But the unfairness & impropriety of such a situation will, I am sure, appeal to you. How can I conduct the controversies on which the management of our finances depends unless at least I have the same knowledge of secret state affairs freely accessible to the officials of the Admiralty? The words ‘monstrous’ & ‘intolerable’ leap readily to my mind. I prefer to bury them in the cooler word ‘absurd’.





Baldwin at once agreed to let Churchill see all intercepted telegrams relating to Japan, and on February 7 Churchill circulated a five-page secret memorandum to the Cabinet, casting doubt on the reality of the Japanese threat. If, he wrote, Britain was really in ‘mortal peril’ from Japan, ‘I am sure the sacrifices will be made, and of course the money must be found’. His definition of ‘mortal peril’ was: ‘a physical assault so sudden and so violent as to deprive Great Britain finally of the power to convert to war purposes the latent energy of the Empire’. His memorandum continued:




Great as are the injuries which Japan, if she ‘ran amok’, could inflict upon our trade in the Northern Pacific, lamentable as would be the initial insults which she might offer to the British flag, I submit that it is beyond the power of Japan, in any period which we need now foresee, to take any action which would prevent the whole might of the British Empire being eventually brought to bear upon her. And I believe that this fact, if true, will exercise a dominating influence on the extremely sane and prudent counsels which we have learned over a long period of time to expect from the Japanese Government.





On receiving Churchill’s memorandum, Bridgeman wrote, on February 7: ‘I do not see how we can safely go any appreciable distance further to meet you.’ A Cabinet discussion, he added, was essential. To this Churchill agreed, and the Cabinet met on February 11. Bridgeman was supported only by Leopold Amery and Lord Robert Cecil.132 A majority of Ministers agreed to Churchill’s upper limit of £60 millions a year for all naval expenditure for several years. Baldwin sought to assuage Bridgeman’s discontent by setting up a special Cabinet Committee under Lord Birkenhead to examine the whole question of future naval construction; but Bridgeman still insisted that no formal decision be reached until his naval advisers had been heard, and later that afternoon, having discussed the proposals with the Admiralty Board, he wrote to Baldwin threatening both his own, and his Board’s resignation unless a programme of four new cruisers to be laid down in 1925 were accepted without delay, ‘subject to its modification later on’. Should the Board resign, Bridgeman added, ‘I believe a very large proportion of our party will sympathise with their attitude’. But when the Cabinet reconvened on the morning of February 12 only Lord Robert Cecil supported Bridgeman’s request, and Bridgeman had to agree, reluctantly, not to authorize any new construction ‘at this stage’, but to abide by the decisions of the proposed Cabinet Committee. He also agreed that the precise sum to be spent on the Navy in 1925–6 should be decided, not by the Cabinet, but by Baldwin, Churchill and himself.


Baldwin, Churchill and Bridgeman met during the afternoon of February 13. Without having obtained Cabinet support for his proposals, Bridgeman’s arguments carried little weight, and he finally agreed to limit the 1925–6 Estimates to £60 ½ million. He also agreed to accept the decision of a special inter-departmental Committee which would examine the question of marriage allowances. For his part, Churchill agreed to make a further £2,000,000 available, if needed, by means of a supplementary estimate, it being understood, as Churchill wrote to Bridgeman that evening, ‘that the Admiralty make no undue effort to get rid of their money’. Bridgeman accepted this proviso. ‘I assure you we shall do everything we can,’ he wrote, ‘to avoid having to draw upon the £2 million… but the matter rests more with the contractors and their workmen than with us.’ Bridgeman added: ‘You may rely upon my making every endeavour to use the time before us this year in investigating every possible means of economy.’ All his advisers, he added, were ‘genuinely anxious to avoid any extravagance’. On February 16 Churchill replied: ‘Many thanks for your letter and particularly for what you say about the way in which you and your Parliamentary colleagues will try to reduce unnecessary expenditure by a strict overhaul during the year. It is surely in the interests of the Navy to concentrate on the rugged essentials of strength rather than upon a meticulous perfection or a standard of immediate readiness.’


On February 18 Churchill and Bridgeman gave the Cabinet a summary of their conversations, and the Cabinet accepted what had been decided. During the discussion, it was agreed that the Navy’s administrative charges were a legitimate matter for Treasury concern, and Baldwin asked Bridgeman to give ‘most careful consideration to the question of economy in this respect’.


Beatty and Churchill both believed that they had been successful. For Beatty, the case for increased naval construction could still be made at Lord Birkenhead’s Committee; for Churchill, the Admiralty having abandoned its original Naval Estimates for 1925–6, the Budget could go ahead along the lines he wished, dominated by tax relief and social reform.


On February 5, in sending Baldwin a detailed account of the progress of the insurance plans, Churchill wrote: ‘It will show you how the Great Design is ripening.’ As he went on to explain:




…all the benefits we spoke of would be realised for additional contributions of no more from the employer than 2d for men and nothing for women; and in the case of workers of no more than 2d for men and 1d for women. The above rates of course only apply to trades within the ambit of Unemployment Insurance. Still that is the bulk. For Agriculture and the rest the rates will be a little stiffer—though much less than was originally thought.





Strong opposition to the scale of Churchill’s insurance proposals came from Neville Chamberlain and Sir Horace Wilson,133 both of whom felt that too large a contribution was being demanded, particularly from the agricultural labourer. On February 9 Chamberlain warned Churchill of the ‘political difficulties’ involved in asking for an almost doubled contribution from the agricultural labourer, while Sir Horace Wilson proposed postponing the whole scheme for at least a year. But on February 23 the Government Actuary, Sir Alfred Watson,134 in a strongly worded minute, urged that ‘The only prospect of bringing the scheme into existence on a contributory basis seems to me to lie in its early presentation to Parliament.’ Watson went on to stress the ‘social value’ of the benefits, which in his view, outweighed the ‘burden’ of the contributions which Wilson had stressed. On February 24 Churchill, Chamberlain and Horace Wilson met to discuss the impasse, and, as a result of their discussion, Chamberlain and Wilson agreed to withdraw their objections. But in the months that followed Chamberlain was often to take up with Churchill some small point or other on which he felt that his views were not being adequately consulted, while the disagreements between Churchill and Sir Horace Wilson also continued. On May 12, more than two and a half months after the insurance benefits had been decided on, Sir George Barstow wrote to Churchill: ‘I think I am betraying no confidence in saying that Sir Horace Wilson, the Secretary of the Ministry of Labour, is convinced that the present rates of benefit are too high. Not merely do they reduce, as the Labour memorandum points out, the incentive to seek work but, what is still more important, they affect the willingness of bodies of workmen to accept modifications of wages and hours which are desperately badly needed in the present industrial situation.’


Despite the problems created by the Admiralty, the Ministry of Health and the Ministry of Labour, Churchill’s work for the Insurance scheme had, in three months, greatly extended its scope and possibilities. His efforts and achievements were recognized outside the Cabinet and administration. On February 11 Asquith had written to a friend: ‘he is a Chimborazo or Everest among the sandhills of the Baldwin Cabinet’.
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Return to the Gold Standard


From the moment Churchill became Chancellor of the Exchequer in November 1924, public interest centred on his first Budget, and throughout December it was widely rumoured in the Press that income tax would be reduced. In the public mind, a reduction in income tax represented a return to normalcy; to a period of orderly financing and steady economic progress belonging to the era before 1914, when the piling up of war debts had begun. Churchill understood this popular desire. Many economists were likewise convinced by 1924 that the old economic values could be restored: for them the return to a Gold-based currency was the essential preliminary to such stability.


The Gold Standard itself had been suspended in March 1919; since then both the Cunliffe Committee and the Bank of England had urged the Government to ‘return to Gold’ as soon as possible, and in March 1924 Churchill’s predecessor at the Treasury, Philip Snowden,135 had told the House of Commons that the Labour Government accepted this advice. Two months later a special Committee on Currency and Banking was set up to examine the question in detail. Austen Chamberlain, a former Chancellor of the Exchequer, was appointed its Chairman. The Governor of the Bank of England, Montagu Norman, was among the witnesses who were called to give evidence to the Committee: all but two recommended a return to Gold.


The two dissident voices were another former Chancellor, Reginald McKenna, and the Cambridge economist, J. M. Keynes.136 In October 1924 the Committee completed its work, but the fall of the Labour Government that same month delayed the decision. A decision, nevertheless, was being pressed for, particularly by Montagu Norman. The fact that the Act of Parliament suspending Gold payments was due to expire at the end of 1925 meant that the Government would either have to return to Gold, or make out a special case for renewing the Act. Norman urged a return, and prepared to go to the United States to seek special credit facilities to help protect the British economy against any ill-effects. On December 15 Churchill wrote to Baldwin:




The Governor of the Bank will, I hope, have told you this weekend about the imminence of our attempt to re-establish the gold standard, in connection with which he is now going to America. It will be easy to attain the gold standard, and indeed almost impossible to avoid taking the decision, but to keep it will require a most strict policy of debt repayment and a high standard of credit. To reach it and have to abandon it, would be disastrous.





Norman reached New York on December 28. Among those he consulted was the Governor of the Federal Bank of New York, Benjamin Strong.137 According to a note written by Strong on 11 January 1925, all the Americans whom Norman consulted ‘were unhesitating in expressing the view that the time for deciding upon a resumption of gold payment by England had arrived’. Not only the United States, but also Germany, had already returned to Gold.


While Norman was still in the United States, Churchill began to formulate a number of questions about the problems involved in a return to Gold. On January 2 he wrote to Sir Otto Niemeyer:




The United States has accumulated the greater part of the gold in the world and is suffering from a serious plethora. Are we sure that in trying to establish the gold standard we shall not be favouring American interests. Shall we not be making their hoard of gold more valuable than it is at present? Shall we not be relieving them from the consequences of their selfish and extortionate policy?





On January 28, after his return to England, Montagu Norman appeared before the Currency and Banking Committee. For him it was not a question of whether or not Britain should return to Gold, but only of when it should be done. ‘I am now greatly in favour of a return during this year,’ Norman told the Committee, buttressing his view with an account of his American discussions. On February 5 the Committee, now headed by Lord Bradbury,138 recommended an early return to Gold. Anticipating this conclusion, Churchill had already sent a long memorandum to Montagu Norman, Sir Otto Niemeyer, Lord Bradbury and Ralph Hawtrey139 on January 29. The memorandum, which was known inside the Treasury as ‘Mr Churchill’s Exercise’, reflected in stronger terms, and at greater length, his questionings of January 2. ‘The writer of the memorandum,’ Bradbury wrote scathingly to Niemeyer on February 5, ‘appears to have his spiritual home in the Keynes–McKenna sanctuary but some of the trimmings of his mantle have been furnished by the Daily Express.’


Churchill’s memorandum began with an open challenge. ‘If we are to take the very important step of removing the embargo on gold export,’ he wrote, ‘it is essential that we should be prepared to answer any criticism which may be subsequently made upon our policy. I should like to have set out in writing the counter case to the following arguments.’ The arguments were that domestic credit and monetary stability were independent of the Gold Standard; that the Gold Standard itself was a survival ‘of rudimentary and transitional stages in the evolution of finance and credit’; that any return to Gold would involve Britain in helping the United States to share the cost of maintaining the value of Gold; and that the value of sterling could be better raised by the simpler expedient of paying off £100 million of Britain’s war debt to America with gold from the Bank of England’s reserves. One of Churchill’s arguments read:




The whole question of a return to the Gold Standard must not be dealt with only upon its financial and currency aspects. The merchant, the manufacturer, the workman and the consumer have interests which, though largely common, do not by any means exactly coincide either with each other or with the financial and currency interests. The maintenance of cheap money is a matter of high consequence.





In his memorandum Churchill argued against a hasty decision. ‘What risks shall we run?’ he asked, ‘what evils shall we encounter? …why should we not leave well alone, and let events take their course on the present basis?’ To go back on Gold, Churchill feared, would enable people to accuse the Government of having ‘favoured the special interests of finance at the expense of the interests of production’. Churchill’s memorandum ended:




In setting down these ideas and questionings I do not wish it to be inferred that I have arrived at any conclusions adverse to the re-establishment of the Gold Standard. On the contrary I am ready and anxious to be convinced as far as my limited comprehension of these extremely technical matters will permit. But I expect to receive good and effective answers to the kind of case which I have, largely as an exercise, indicated in this note.





Replying on February 2, Sir Otto Niemeyer stressed that previous Governments ‘of all political shades’ had declared themselves in favour of a return to Gold, and that any hesitation now would convince the world that Britain had never really ‘meant business’ about the Gold Standard, ‘because our nerve had failed when the stage was set’. One immediate result of failing to go back on Gold, would, he wrote, be ‘a considerable withdrawal of balances and investment (both foreign and British) from London’. Niemeyer also sent Churchill an advance copy of the Currency Committee’s Report, advocating a return to Gold. Montagu Norman also replied to Churchill on February 2. There was, he insisted, no alternative to a return to Gold, at least in the opinion ‘of educated and reasonable men’. And he added: ‘The only practical question is the Date.’ Norman’s reply continued:




…the Chancellor will surely be charged with a sin of omission or of commission. In the former case (Gold) he will be abused by the ignorant, the gamblers and the antiquated Industrialists; in the latter case (not Gold) he will be abused by the instructed and by posterity.


Plain and solid advantages can be shown to exist which justify—and seem to require—this sacrifice by the Chancellor. He could hardly assume office with Free Gold in one country and watch half-a-dozen others attain Free Gold… without his own.





Ralph Hawtrey and Lord Bradbury also replied to Churchill’s memorandum. Hawtrey, writing on February 2, argued that a return to Gold was the only means of attaining international exchange stability, while Bradbury, writing on February 5, believed that for the foreseeable future gold would be the ultimate means of settlement, nor could he see any real advantage in delaying the decision.


Churchill studied the replies to his memorandum, which were, he wrote to Niemeyer on February 6, ‘very able’. He added that the Currency Committee’s Report provided ‘a solid foundation of argument and authority justifying the action proposed’. But he was still unhappy about the course which his advisers were urging him to take, and told Niemeyer of a conversation with the Chairman of Barclays Bank, F. C. Goodenough,140 who, while supporting a return to Gold, also had ‘private confirmation’ that Reginald McKenna, the Chairman of the Midland Bank, ‘is personally opposed to the Gold policy and regards it as unnecessary and unwise’.


Churchill also wrote to Austen Chamberlain on February 6, asking for his comments on the Currency Committee’s Report. The matter, he wrote, was one ‘of considerable urgency, and decision on the question of the Gold Standard cannot long be delayed’. Chamberlain replied two days later, advising Churchill to return to Gold at once. He added:




I feel sure that, if you make your announcement with decisive confidence on your own part, the operation will now be found, all things considered, an easy one, and that to delay your decision much longer would be to expose you to a serious risk of a renewed fall in sterling. All the world is now expecting us to return to the gold standard, and has become convinced that we can do it. If we do not do it, we shall not stay where we were, but inevitably start a retrograde movement.





The pressure for a return to Gold was considerable; on the day of Chamberlain’s reply, Philip Snowden wrote in the Observer that the difficulties involved in such a course would be small ‘compared with the evils from which the world is suffering as a result of unstable and fluctuating currencies’. But Churchill still hesitated. ‘Gold is excessively active and very troublesome,’ Niemeyer wrote to Leith-Ross in mid-February. ‘None of the witch doctors can see eye to eye and Winston cannot make up his mind from day to day whether he is a gold bug or a pure inflationist.’


On Saturday February 21 J. M. Keynes published an article entitled ‘The Return Towards Gold’ in the Nation. In it he argued against a return to Gold. During the course of his argument Keynes declared:




A gold standard means, in practice, nothing but to have the same price level and the same money rates (broadly speaking) as the United States.


The whole object is to link rigidly the City and Wall Street. I beg the Chancellor of the Exchequer and the Governor of the Bank of England and the nameless others who settle our destiny in secret to reflect that this may be a dangerous proceeding.


The United States lives in a vast and unceasing crescendo. Wide fluctuations, which spell unemployment and misery for us, are swamped for them in the general upward movement. A country, the whole of whose economic activities are expanding, year in, year out, by several per cent per annum, cannot avoid, and at the same time can afford, temporary maladjustments. This was our own state during a considerable part of the nineteenth century. Our rate of progress was so great that stability in detail was neither possible nor essential.


This is not our state now. Our rate of progress is slow at the best, and faults in our economic structure, which we could afford to overlook whilst we were racing forward and which the United States can still afford to overlook, are now fatal. The slump of 1921 was even more violent in the United States than here, but by the end of 1922 recovery was practically complete. We still, in 1925, drag on with a million unemployed. The United States may suffer industrial and financial tempests in the years to come, and they will scarcely matter to her; but we, if we share them, may almost drown.





Churchill was much impressed by Keynes’ arguments, which strengthened his own doubts. But Niemeyer immediately set down his counter-arguments, which he sent to Churchill on February 21. The danger of not being linked to gold, he wrote, was a real one. ‘How are we,’ he asked, ‘a great exporting and importing country, to live with an exchange fluctuating with gold, when United States of America, Germany, Austria, Sweden, Holland, Switzerland, the Dominions, probably South Africa, and Japan have a stable gold exchange.’ Churchill was still unwilling to defer to the Treasury view, writing to Niemeyer on Sunday February 22:




The Treasury has never, it seems to me, faced the profound significance of what Mr Keynes calls ‘the paradox of unemployment amidst dearth’. The Governor shows himself perfectly happy in the spectacle of Britain possessing the finest credit in the world simultaneously with a million and a quarter unemployed. Obviously if these million and a quarter were usefully and economically employed, they would produce at least £100 a year a head, instead of costing us at least £50 a year a head in doles. We should have at least £200 millions a year healthy net increase. These figures are of course purely illustrative. It is impossible not to regard such an object as at least equal, and probably superior, to the other valuable objectives you mention on your last page.


The community lacks goods, and a million and a quarter people lack work. It is certainly one of the highest functions of national finance and credit to bridge the gulf between the two. This is the only country in the world where this condition exists. The Treasury and Bank of England policy has been the only policy consistently pursued. It is a terrible responsibility for those who have shaped it, unless they can be sure that there is no connection between the unique British phenomenon of chronic unemployment and the long, resolute consistency of a particular financial policy. I do not know whether France with her financial embarrassments can be said to be worse off than England with her unemployment. At any rate while that unemployment exists, no one is entitled to plume himself on the financial or credit policy which we have pursued.





Churchill’s letter continued:




It may be of course that you will argue that the unemployment would have been much greater but for the financial policy pursued; that there is no sufficient demand for commodities either internally or externally to require the services of this million and a quarter people; that there is nothing for them but to hang like a millstone round the neck of industry and on the public revenue until they become permanently demoralised. You may be right, but if so, it is one of the most sombre conclusions ever reached. On the other hand I do not pretend to see even ‘through a glass darkly’ how the financial and credit policy of the country could be handled so as to bridge the gap between a dearth of goods and a surplus of labour; and well I realise the danger of experiment to that end. The seas of history are full of famous wrecks. Still if I could see a way, I would far rather follow it than any other. I would rather see Finance less proud and Industry more content.





Although the return to the Gold Standard was widely regarded as a technical matter for the Bank of England and the Treasury experts to decide, Churchill nevertheless had grave doubts. His letter ended:




You and the Governor have managed this affair. Taken together I expect you know more about it than anyone else in the world. At any rate alone in the world you have had an opportunity over a definite period of years of seeing your policy carried out. That it is a great policy, greatly pursued, I have no doubt. But the fact that this island with its enormous extraneous resources is unable to maintain its population is surely a cause for the deepest heart-searching.





‘Forgive me, adding to your labours,’ Churchill added, ‘by these Sunday morning reflections.’ Niemeyer replied at once. The alternative to the return to Gold was, he argued, inflation; and with increasing inflation the credit of the country would be destroyed, and money would ‘cease to be acceptable as value’. As inflation grew, wage demands would increase, and there would be grave industrial unrest. ‘I assume it to be admitted,’ he wrote, ‘that with Germany and Russia before us we do not think plenty can be found on this path.’


Towards the end of February Lord Beaverbrook invited Churchill to dine with him. Eight months later, on 2 November 1925, Churchill recalled their conversation. ‘…You advised me most strongly against adopting the Gold Standard,’ Churchill wrote, ‘on which point you used many, if not most, of the arguments which have since been employed by its opponents. I reflected a great deal on what you said, but in the end the counter-arguments prevailed.’ These counter-arguments reached their climax during March, when Churchill made one further effort to influence his senior Treasury officials. On March 17 he brought together over dinner the two strongest critics of gold, Keynes and McKenna, and its two principal advocates within the Treasury, Niemeyer and Bradbury. Churchill’s Private Secretary P.J. Grigg,141 who was present during the dinner, later recorded in his memoirs the course of the discussion:




The Symposium lasted till midnight or after. I thought at the time that the ayes had it. Keynes’s thesis, which was supported in every particular by McKenna, was that the discrepancy between American and British prices was not 2 ½ per cent as the exchanges indicated, but 10 per cent. If we went back to gold at the old parity we should therefore have to deflate domestic prices by something of that order. This meant unemployment and downward adjustments of wages and prolonged strikes in some of the heavy industries, at the end of which it would be found that these industries had undergone a permanent contraction. It was much better, therefore, to try to keep domestic prices and nominal wage rates stable and allow the exchanges to fluctuate.


Bradbury made a great point of the fact that the Gold Standard was knave-proof. It could not be rigged for political or even more unworthy reasons. It would prevent our living in a fool’s paradise of false prosperity, and would ensure our keeping on a competitive basis in our export business, not by allowing what I believe the economists call the ‘terms of trade’ to go against us over the whole field, but by a reduction of costs in particular industries. In short, to anticipate a phrase which Winston afterwards used in answering a sneer about our having shackled ourselves to gold, we should be doing no more than shackling ourselves to reality.


To the suggestion that we should return to gold but at a lower parity, Bradbury’s answer was that we were so near the old parity that it was silly to create a shock to confidence and to endanger our international reputation for so small and so ephemeral an easement.





Grigg’s account continued:




Having listened to the gloomy prognostications of Keynes and McKenna, Winston turned to the latter and said: ‘But this isn’t entirely an economic matter; it is a political decision, for it involves proclaiming that we cannot, for the time being at any rate, complete the undertaking which we all acclaimed as necessary in 1918, and introducing legislation accordingly. You have been a politician; indeed you have been Chancellor of the Exchequer. Given the situation as it is, what decision would you take.’ McKenna’s reply—and I am prepared to swear to the sense of it—was: ‘There is no escape; you have got to go back; but it will be hell.’





Montagu Norman was on holiday at the time of this dinner discussion. As soon as he returned to London, he set about obtaining both Churchill’s and Baldwin’s formal approval for an immediate return to Gold. ‘Chancellor for lunch in Downing Street,’ he noted in his diary on March 19. ‘Gold return to be announced April 6th–8th. Cushion to be meanwhile arranged by Bank. I warn him of 6% Bank rate next month.’ And on March 20 he recorded: ‘Prime Minister, Chancellor, Austen Chamberlain, Bradbury, Niemeyer at 2.30. Free gold statement to be in Budget about April 28th…’ On April 23, five days before the Budget, Churchill explained the decision to the King:




Germany and the United States are already on the gold standard. It is believed that Holland will move to a gold basis in conformity with Great Britain. As far as the British Empire is concerned, the step will be taken unitedly. Canada is already on the gold standard, South Africa, Australia and New Zealand only await the British signal. The importance of a uniform standard of value to which all transactions can be referred throughout the British Empire and through a very large part of the world cannot be overestimated. It benefits all countries, but it benefits no country more than our crowded island with its vast world trade and finance by which it lives.
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Preparing the 1925 Budget:
‘Keeping His Nose to the Grindstone’


The decision to restore the Gold Standard was only one of the many financial and economic problems with which Churchill was confronted in the three months leading up to his Budget. During March the long-term plans of the Admiralty were under discussion at the Naval Programme Committee, whose task was to indicate a five-year programme for Naval construction. The Committee held its first meeting on March 2, when Lord Beatty gave a detailed account of the Navy’s needs, and, according to the lengthy stenographic notes of the meeting—which filled twenty-five printed pages—again stressed the Japanese danger.142 During Beatty’s lengthy exposition, Churchill often interrupted, seeking extra details about Admiralty intentions, and the exchanges between the two men became acrimonious.


Beatty’s main point was that the Japanese would be able to launch a surprise attack on points in the British Empire in the Far East at their selected moment, and that the condition of the Royal Navy was such that an attack could not be countered. But Churchill stressed that the Navy could ‘afford to wait’ at least for two weeks, before engaging the Japanese Fleet. It might, he said, be inconvenient for Britain to avoid a naval engagement with the Japanese for the first month or two after a Japanese attack in the Far East, but even then ‘the life of the Empire would not be impaired’, and in the meantime the outlying cruisers could be brought together ‘to make the chance of winning the action much better’.


The Naval Programme Committee held its second meeting on March 5. Lord Birkenhead took the Chair; Sir Roger Keyes stood in for Beatty, who had gone abroad. Churchill opened the proceedings by setting out in copious detail his objections to the naval expansion. ‘It is astonishing,’ he said at one point, ‘that the Japanese are able to preserve vessels which at 26 years of age are a source of anxiety to the Admiralty.’ Churchill again challenged Beatty’s insistence upon the need to expand and build on the assumption of a war with Japan. Without such an insistence, he said, ‘there would be no financial problem that could not be easily solved… apart from this great scheme and plan of preparation for a war with Japan in the Pacific, for waging war at the other end of the world—apart from that there would be no difficulty at all about the Navy estimates’. Churchill’s argument continued:




This war with Japan depends absolutely upon the creation of a great new Rosyth at Singapore on which the Grand Fleet can be based. It involves, in the second place a decision to move the main British fleet with all its attendant vessels to Singapore at the outbreak of hostilities, or, if possible, during a period of strained relations, and carrying out operations on the largest scale against Japan at this great distance from home.


No such proposal has ever been considered by the Committee of Imperial Defence or by the Cabinet at all….





Churchill warned the Committee that once the demand for matching each new Japanese cruiser construction were met, it would lead to an unending programme of expansion, rather than a parallel programme of replacement. Yet even such a ‘gigantic expansion’, he said, ‘multiplying four or five-fold at the very least the power of the British cruiser fleet’, would not act as an adequate security if Japan were really determined to take full advantage of her strength in the Far East and her proximity to Britain’s remotest possessions.


Churchill proposed that no British battle fleet should be based on Singapore ‘for at least ten years’. Beatty had argued on March 2 that it would need seven or eight years intensive British preparation before the Royal Navy would be ready to face Japan on an equal basis. To this Churchill replied:




All the formidable dangers which the First Sea Lord brought before our eyes when we were last here are already upon us at this time when we sit here, and we have been passing through them quite comfortably for years past. If, however, now that the Japanese see that we are making preparation to carry our main fleet to the other end of the world, if that wicked and sinister people are planning to attack us, these next ten years afford them, according to the Admiralty arguments, their best opportunity.





‘If the Admiralty policy of basing our fleet at Singapore in a war with Japan is right and absolutely necessary to us,’ Churchill asked, ‘why should the Japanese strategists wait until Singapore is completed and we are in a position to attack them?’


In a memorandum written on the same day as the second meeting of the Naval Programme Committee, Bridgeman commented that in the contention that Japan was not intent on war, Churchill ‘ignores history, real facts and the psychology of the people’. Japan, he said, had built ‘more modern cruisers, destroyers and submarines since the war than the rest of the world put together’. To substantiate his criticisms, Bridgeman circulated a six-page Naval Staff memorandum, in which stress was laid on Japan’s sense of mission, and her ‘set purpose’. A large body of Japanese opinion, the Naval Staff asserted, ‘believes that victory in war is an efficient cause of improvement in National economy’. And they added that ‘the need of outlets for the population and for increased commerce and markets, especially new sources of self-supply, will probably be among the most compelling reasons for Japan to push a policy of penetration, expansion and aggression’.


While Churchill was continuing his battle against the Admiralty, Baldwin was persuading the House of Commons not to support a Conservative Private Members’ Bill designed to weaken the power of the trade unions. It was essential, he told the Cabinet on March 5, ‘to promote peace in the industrial world’. On the following day Baldwin argued the case in the House of Commons. ‘The PM jumped his big fence with a foot to spare,’ Churchill wrote in a letter to Birkenhead on March 8. ‘It was an amazing performance and constitutes a political event of first importance.’ To Clementine Churchill he wrote that same day:




Baldwin achieved a most remarkable success on Friday. He made about the only speech which could have restored the situation, and made it in exactly the right way. I had no idea he could show such power. He has never done it before. The whole Conservative Party turned round and obeyed without one single mutineer. Poor Horne, willing to wound and yet afraid to strike, prudently sat mum. As Sieyès said of Napoleon when he and his fellow directors returned to Paris after the eighteenth of Brumaire ‘Nous avons un maître’. I cease to be astonished at anything. However this is all to the good. A strong Conservative Party with an overwhelming majority and a moderate and even progressive leadership is a combination which has never been really tested before. It might well be the fulfilment of all that Dizzy and my father aimed at in their political work.





Churchill added: ‘The revenue is coming in well; and if only I can win my battle with the Admiralty, I shall not be left penniless.’


On March 11 Clementine Churchill wrote to her husband from the South of France, urging him to ‘stand up to the Admiralty’. Her letter continued: ‘don’t be fascinated or flattered or cajoled by Beatty. I assure you the Country doesn’t care two pins about him. This may be very unfair to our only War Hero, but it’s a fact. Of course,’ Clementine Churchill added, ‘I think it would be not good to score a sensational Winstonian triumph over your former love, but do not get sentimental & too soft hearted. Beatty is a tight little screw & he will bargain with you & cheat you as tho’ he were selling you a dud horse which is I fear what the Navy is.’


With Beatty still abroad, the Naval Programme Committee met again on March 12. After a long and detailed argument about the relative state of British and Japanese warships, Churchill offered to give the Admiralty the same amount of money to spend on the repair of destroyers as Japan spent, ‘plus 25 per cent’. And he added a few moments later: ‘I might go a little higher in the percentage on Monday.’ But towards the building of new ships, and the large-scale extension of dock facilities, he remained opposed. On March 15 he wrote to his wife:




The battle with the Admiralty continues ding dong in the Cabinet Committee. F.E. reveals continually his extraordinary mental powers. He sits like a stuck pig, hardly saying a word for hours, until I wondered whether he was really taking these to him unfamiliar topics in at all. But when the time came for him to draw up a series of questions to be remitted to the Committee of Imperial Defence, he showed a mastery and penetration of the difficulty of the argument, and a power of getting to the root of the matter, most profound and astonishing.





When the Cabinet met on March 18, it was agreed, at Churchill’s suggestion, that the Committee of Imperial Defence must decide whether Admiralty policy should be based on the likelihood of war with Japan, and, if so, whether Singapore ought to be developed as the base for a British fleet ‘at least equal’ to the Japanese Navy. Meanwhile, Keyes decided to try to influence Churchill directly. On March 21 he warned Churchill privately of Japan’s intention to ‘turn Europeans out of China, and, in time, Asia’, unless Britain were sufficiently strong ‘to make it not worth her while to attempt it’. In his reply on the following day, Churchill wrote:




Your letter distresses me because it shows how very differently we are viewing the position. I do not believe Japan has any idea of attacking the British Empire, or that there is any danger of her doing so for at least a generation to come. If, however, I am wrong and she did attack us ‘out of the blue’, I do not think there would be any difficulty in defeating her. She would not, as was the case with Germany, have any chance of striking at the heart of the Empire and destroying its power to wage war. We should be put to great annoyance and expense, but in three or four years we could certainly sweep the Japanese from the seas and force them to make peace.





The Naval Programme Committee held its fifth meeting on March 23, but reached no conclusion. Eight days later, on March 31, Churchill set down proposals for a settlement. The Admiralty, he wrote, should plan to have a battle-cruiser squadron at Singapore ‘during the period of strained relations, or as soon as may be after War has begun’; such a squadron would ‘prove an effectual deterrent against a Japanese attack upon Singapore’, but should not attempt any offensive operations in Japanese waters, or sink itself for the defence of Hong Kong. Simultaneously with the declaration of war, ‘a preconceived programme of new construction shd be begun’, aimed at reinforcing the Singapore squadron, and making it capable of defeating the Japanese in their home waters. Churchill’s notes ended:




In the event, which is not admitted as a reasonably probable contingency, of Singapore falling before the forces based on it are capable of delivering decisive battle, our covering forces hitherto based on Singapore should, unless a favourable opportunity has been offered to them, withdraw without being drawn into decisive action at an inferiority to Colombo, to Bombay, or to Aden & the Red Sea, beginning their advance from this point as soon as the Floating Base for the whole fleet has been completed.





Determined to see his views prevail, Churchill prepared to argue them at length, both before both the Naval Programme Committee, and the Committee of Imperial Defence. Meanwhile, as Budget day drew near, many interest groups pressed Churchill to look with favour on their particular needs. On March 2, in a letter to Balfour, he had agreed to a substantial increase in university grants. On March 10 he had received a deputation from the Association of British Chambers of Commerce, urging him to reduce income tax and to restore the Penny Post. On March 8 he had written to his wife:




The work gets heavier every day. All this week I am to have a stream of deputations, and every morning my boxes are full of stiff papers about the Budget. I have decided not to try the third volume and to retire from the literary arena, at any rate for some time to come. I could not do justice to it and my other commitments. Moreover the taxes ate it nearly all.





‘I am at work all day long now,’ Churchill wrote to his wife again on March 10—from eight in the morning, he explained, to eight at night. ‘Today and tomorrow,’ he added, ‘I am leading the House of Commons in Baldwin’s absence. He made a gt point of my doing so. I have not been formally in charge since 1910!’ He had lunched the previous day with Lord Rothermere, who said he would support the budget ‘what ever it was. If I took off taxes good—if not—then he wd applaud the courage of stern finance.’


On March 15 Churchill dictated a progress report to his wife. He also sent her a more personal covering note:




I am tired & have rather a head at the end of a long week. I do hope you are having rest, peace & sunshine & that you will return really refreshed. I have polished off two more articles to help pay the Income Tax: & perhaps I may get another one out of myself this afternoon or tomorrow morning.


Mary is flourishing. She comes & sits with me in the mornings & is sometimes most gracious. Diana143 is just back from school & we are all planning to go to see Randolph this afternoon.


When do you think you will return my dear one. Do not abridge yr holiday if it is doing you good—But of course I feel far safer from worry and depression when you are with me & when I can confide in yr sweet soul. It has given me so much joy to see you becoming stronger & settling down in this new abode. Health & nerves are the first requisites of happiness. I do think you have made great progress since the year began, in spite of all the work & burdens I have put on you.


The most precious thing I have in life is yr love for me. I reproach myself for many shortcomings. You are a rock & I depend on you & rest on you. Come back to me therefore as soon as you can.





In his report Churchill wrote:




The week has passed in a whirl of deputations, sometimes as many as four a day, and I have had to listen patiently to every kind of request for relief of taxation and to give answers which revealed nothing. I think, however, I have succeeded in making courtesy a substitute for more solid services.


We are still ignorant of what the revenue will be for this year or next. But in a week from now trustworthy figures will be available, and from that moment I must lock every secret in my bosom until the 28th of April; and I weigh and balance all the possibilities of my plan.





In the second week of March Churchill’s mother-in-law, Lady Blanche Hozier, fell seriously ill at her home in Dieppe. Clementine Churchill hurried from the south of France to be with her mother. On March 21 she telegraphed to her husband that Lady Blanche was dying. On receiving his wife’s telegram, Churchill wrote at once from Chartwell:




Yr Mamma is a gt woman: & her life has been a noble life. When I think of all the courage & tenacity & self denial that she showed during the long hard years when she was fighting to bring up you & Nellie144 & Bill,145 I feel what a true mother & grand woman she proved herself, & I am more glad & proud to think her blood flows in the veins of our children.


My darling I grieve for you. An old & failing life going out on the tide, after the allotted span has been spent & after most joys have faded is not a case for human pity. It is only a part of the immense tragedy of our existence here below against wh both hope & faith have rebelled. It is only what we all expect & await—unless cut off untimely. But the loss of a mother severs a chord in the heart and makes life seem lonely & its duration fleeting. I know the sense of amputation from my own experience three years ago.


I deeply sorrow for yr pain. I greatly admired & liked yr mother. She was an ideal mother-in-law. Never shall I allow that relationship to be spoken of with mockery—for her sake. I am pleased to think that perhaps she wd also have given me a good character. At any rate I am sure our marriage & life together were one of the gt satisfactions of her life….





The death of Lord Curzon on March 20 was another break with the past. ‘I marched in poor G. Curzon’s cortege this morning,’ Churchill wrote to his wife on March 25. ‘The service was dull and dreary.’ And he added: ‘He faced his end with fortitude & philosophy. I am vy sorry he is gone. I did not think the tributes were vy generous. I wd not have been grateful for such stuff. But he did not inspire affection, nor represent gt causes.’


Clementine Churchill remained at Dieppe, looking after her dying mother. Churchill frequently telephoned to Dieppe for news. ‘The telephone talks are a comfort,’ he wrote. On March 29 Lady Blanche Hozier died.


***


The bulk of Churchill’s work and correspondence during March concerned the new insurance scheme. On March 4 he had received a deputation from the National Conference of Employers’ Organizations. The spokesman for the deputation, Lord Weir,146 warned that the incidence of insurance schemes was beginning to ‘impair’ the national character, undermining thrift and self-reliance. But Churchill still adhered to the views which he had held so strongly more than fifteen years before, telling the deputation:




Personally, I feel that that system of insurance, whatever may be the effects on the self-reliance of the individual, is going to be an absolutely inseparable element in our social life and eventually must have the effect of attaching the mind of the people, although their language and mood in many cases may not seem to indicate it. It must lead to the stability and order of the general structure.





Four days later Weir replied: ‘Once again, I plead that employment at decent wages is the most important factor in the security of the worker’s home,’ while on March 20 Churchill set out his views on some of the details of his scheme in a ‘Secret & Personal’ letter to Neville Chamberlain:




It is clearly contrary to public policy to allow the present condition to continue under which the dependent and often helpless children of a widow are deprived of the care and attention they ought to have because the mother is compelled to work long hours and laboriously to provide a bare maintenance for them. This then is the foundation on which our treatment of the uncovenanted should be built….


So far as the allowances to children are concerned, I think they should be continued to 14 in all cases, and thereafter to 16 if the child is still attending school. This would put a strong premium on better education and discourage early blind alley occupations. I do not think an allowance ought to be paid in respect of a child between 14 and 16 who is withdrawn from school and earning 7/- or 8/- a week running errands.





On March 22 Churchill wrote to his wife from Chartwell: ‘I have been working all day (Sunday) at pensions & am vy tired.’ Two days later, at 11 Downing Street, he spoke to a deputation of Old Age Pensioners, minuting that same day for his advisers: ‘It is when misfortune comes upon the household, when prolonged unemployment, or old age, or sickness, or the death of the breadwinner comes upon this household, that you see how narrow was the margin on which it was apparently living so prosperously, and in a few months the result of the thrift of years may be swept away, and the house broken up.’ On April 2 he wrote to the Government Actuary, Sir Alfred Watson, asking if the State could make an additional contribution to unemployment insurance which would benefit both employers and employees, both ‘already burdened’ by insurance contributions; and in another letter to Neville Chamberlain on April 3 he explained that his aim was that all pensions should begin at 65, and that widows in particular should be provided for ‘from the very outset’ of the new scheme. Men over 65 should, he wrote, pay £1 a year for three years, as a small contribution towards their pension of £25 a year. ‘The whole principle of contribution is valuable,’ Churchill wrote, ‘it avoids pauperisation and the stigma of doles; it will promote each man’s self-respect and make him value his pension the more when he gets it.’


On April 6 the Minister of Labour, Sir Arthur Steel-Maitland, asked Churchill to delay the Insurance Bill until at least the following year. ‘Apart from any other reasons,’ he wrote, ‘benefits are soon forgotten and the nearer this is to the next Election the better.’ Steel-Maitland also felt that the Bill should be changed specifically into a children’s, rather than a widow’s bill. ‘Public sentiment is for it,’ he explained, ‘because of the children emphatically, rather than the women.’ Churchill had no intention of pandering to purely electoral considerations, replying that same day:




1. It would fatally derange the balance of the Budget, and I should have to recast every plan if Insurance were postponed.


2. We are committed to pensions for Widows; that is the whole character of the pledges which have been given.


(a) Surely also it would be invidious to leave the Mother with the care of the children without any provision of her own, and solely dependent upon what she could make out of their keep.


(b) There are anomalies in the inauguration of every new plan; but it is surely an important distinction that the covenanted widow will have paid for her benefits through her husband, and the uncovenanted will not.


(c) A covenanted widow is only very partially ‘subsidized’.


(d) The Bill provides 7/6 for the eldest orphan and 6/- each for the rest of the family.





On April 6 Sir Otto Niemeyer explained to Churchill that, as a result of the insurance scheme, there would have to be very strict budgeting in the following years, no further reduction of income tax rates and no bowing to the strong public demand for the re-introduction of the penny post. ‘You are introducing a big budget,’ Niemeyer wrote, ‘taking many risks. In order to achieve large projects, we are counting every penny of possible revenue and leaving ourselves practically no margin…’ Churchill replied on the following day that he accepted Niemeyer’s argument, and agreed with his assessment. ‘This is a fine rampart,’ he minuted.


On April 8 Sir Alfred Watson suggested that Churchill point out in his Budget speech that for a widow to obtain the equivalent benefit from the £600 capital value of the proposed widows’ pension, costing a worker fourpence a week under Churchill’s scheme—her husband would have had to set aside four shillings a week under a voluntary life insurance policy. ‘Instead of 4/-,’ Watson wrote, ‘you charge him 4d and his employer 4d…. Moreover you give him other benefits if he lives ie the pension at 65 for himself and his wife.’ Churchill commented in the margin: ‘Wonderful!’


That same day Churchill explained to the House of Commons the progress that had been made in setting up a Reparations pool, whereby Britain would be paid its share in sterling which had been acquired by the sale of German goods in Britain. That evening Baldwin wrote to the King:




Even the Treasury would have found it difficult to present a Minister with a more complicated and technical subject, but Mr Churchill steered a wonderful course through all the shoals and reefs which might have beset him, and gave an illustration of the most lucid exposition which won for him the respectful admiration of the House and must hearten Mr Churchill for the more serious ordeal which awaits him.





On April 9 Parliament rose for the Easter vacation. Budget day was fixed for April 28. On April 11 the Democrat noted: ‘In these days of national holiday making there is one Minister who is keeping his nose to the grindstone. Winston Churchill will be hard at it whilst others play.’ Six days later Churchill wrote to Baldwin: ‘Everything is moving “according to plan”, and all will be in readiness by zero hour.’ He had, he wrote, carried out ‘all the negotiations’ about the Gold Standard with the Federal Reserve Bank, as approved by both Baldwin and Austen Chamberlain at their conference on March 20. He had also settled, with Neville Chamberlain, all the outstanding details of the insurance scheme. He and Chamberlain had ‘worked together in complete harmony’, and in consultation with the Ministry of Labour, the Ministry of Agriculture and a small Cabinet Committee set up a month before. Churchill hoped that the full Cabinet would approve the scheme at its meeting on April 22: ‘It would of course be disastrous,’ he added, ‘if hesitation and division arose now that we are so very near to the battlefield.’


At the Cabinet meeting on April 22 there was some disagreement about the insurance scheme. Steel-Maitland in particular felt that the State benefits were too high. But after Neville Chamberlain had explained the scope of the Bill, and Churchill had outlined its financial aspects, Baldwin gave the scheme his strong support, and it was approved.


On April 23 Churchill sent the King a fifteen-page summary of his budget proposals. He had prepared them, he wrote, ‘from the first weeks of taking office… in the closest accord with the Prime Minister’. At one point in his letter he wrote:




Many years ago immediately after the introduction in 1906 of the original scheme of non-contributory Old Age Pensions, when Mr Churchill was President of the Board of Trade, he was struck by the immense opportunities which the State gift of pensions at 70 offered for a contributory Insurance Scheme for pensions at 65. By providing for people after 70 the State virtually took off all the bad risks, and the actuarial possibilities of a scheme providing for the earlier period become extraordinary. It is strange that this should so long have been neglected. A treasure almost measureless could be made available for the people by contributions which at any rate in the earlier years are comparatively very small.





Nationwide insurance was, Churchill added, a miracle, which gave ‘millions of people a stake in the country which they will have created largely by their own contributory efforts’.


The Cabinet met again on Monday April 25, when it approved all Churchill’s financial measures, including the decision to return to the Gold Standard. That same day Lord Stamfordham147 wrote from Buckingham Palace that the King had read Churchill’s letter ‘with deep interest, and, I may add, much approval’, and that he congratulated Churchill on the results ‘of your anxious labours of the past five months’.
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Churchill’s First Budget:
 ‘The Appeasement of Class Bitterness’


Churchill spent the weekend before his first Budget at Chartwell, putting the final touches to his Budget speech. ‘Remember that you will have a very friendly house to speak to,’ his cousin Frederick Guest wrote to him on April 26. ‘It is almost the biggest day we have been looking forward to for, now, nearly a generation. There can only be one bigger,’ and General Seely wrote on April 27: ‘One line to wish you all possible success tomorrow in the House of Commons—indeed I am certain that success is assured. But it is such a splendidly romantic episode that you should complete what your Father was robbed of doing that a word of good wishes from your oldest friend may be permitted.’


When Churchill rose to speak, shortly after half past three on April 28, his wife was in the Strangers’ Gallery to hear him, together with their son Randolph and their daughter Diana. He spoke for more than two and a half hours. ‘No country,’ he told the House of Commons, ‘had ever made the exertions this country had made since the war to pay its debts and meet all its obligations with strictness and punctuality.’ In the previous year £34 million pounds had been repaid, reducing the total debt to £7,646 million. Since he himself had become Chancellor, the interest to be paid on the debt had been reduced by £2 ½ million; a reduction which could only benefit the taxpayer, and which reduced the annual payments to £67 million a year. A further £12 million had been paid by Germany in the financial year 1924–5 as Reparations.


Churchill then told the House of the Government’s decision to return to the Gold Standard. ‘No responsible authority,’ he declared, ‘has advocated any other policy. It has always been a matter of course that we should return to it….’ Successive Governments had made it their aim, and the Report of Currency and Banking Committee had been ‘unanimous’. At this point a Labour MP, John Jones,148 called out: ‘Prisoner in chains,’ but Churchill continued:




We have entered a period on both sides of the Atlantic when political and economic stability seems to be more assured than it has been for some years. If this opportunity were missed, it might not recur soon, and the whole finance of the country would be over clouded for an indefinite period by the fact of uncertainty. ‘Now is the appointed time.’





The return to gold, Churchill explained, would not lead to a rush of speculation. Not only had Britain accumulated a gold reserve of £153 million, it had also accumulated over ‘many many months’ the whole of the £166 million needed to pay the June and December instalments of Britain’s debt to the United States. At the same time, he added, the United States had offered Britain credit facilities of not less than $300 million. ‘These great credits…’ Churchill warned, ‘have been obtained and built up as a solemn warning to speculators of every kind….’


Churchill then announced the new sources of revenue. There was to be a small duty on hops, to bring in £130,000 in 1925 and £250,000 a year thereafter; a small sum, but, he said, ‘I cannot afford to disdain any revenue. Even the most modest contributions are thankfully received.’ There were also to be new duties on certain luxuries, and in particular on all raw and artificial silk. ‘These duties,’ he explained, ‘do not fall on the masses of the people. They do not touch the necessaries or interfere with the modest comfort of daily life.’ But they would bring in more than £10 million in 1925, and £20 million in 1926. ‘To some the imposition of these duties is a relish,’ he said, ‘to others a target, and to me they are a revenue.’ This new revenue represented, he said, ‘enormous power’ in the hands of the State, and he intended to use it to protect ‘the security of the home of the wage earner’. He went on to declare:




The average British workman in good health, full employment and standard wages, does not regard himself and his family as an object of compassion. But when exceptional misfortune descends upon the cottage home with the slender margin upon which it is floated, or there is a year of misfortune, distress, or unemployment, or, above all, the loss of the breadwinner, it leaves this once happy family in the grip of the greatest calamity.


Although the threat of adversity has been active all these years, no effective provision has been made by the great mass of the labouring classes for their widows and families in the event of death. I am not reproaching them, but it is the greatest need at the present time.


If I may change to a military metaphor, it is not the sturdy marching troops that need extra reward and indulgence. It is the stragglers, the exhausted, the weak, the wounded, the veterans, the widows and orphans to whom the ambulances of State aid should be directed.





Churchill then explained the new Insurance scheme in detail. Its origin, he explained, was the Committee appointed by Baldwin in the summer of 1922, when Baldwin himself had been Chancellor of the Exchequer. ‘The forethought of the Prime Minister,’ he explained, ‘has enabled me to make this announcement today.’ The Committee’s material, he said, had been available to Neville Chamberlain and himself, ‘and we have done our best to frame a scheme’. Fifteen million wage-earners would be affected, and with them a further fifteen million dependants. Both employer and employee would contribute. Churchill then explained why the scheme was needed at all:




If everybody in the ambit of Health Insurance had from the age of 16 onwards contributed 4d a week and had 4d a week contributed by their employers, with women at half rates, a self-supporting scheme would now be in operation which would afford 10s a week to widows, with allowances to orphans and ordinary children, and secondly, 10s a week to all married persons and their wives from 65 years onwards.


But such a scheme is not in existence, and the vast majority can never contribute on any scale sufficient to pay for benefits on this scale. If left to its own resources, the scheme could not be brought into full operation for many years, and whole generation of men and women might toil their lives out before the distribution of benefits would be wide enough sensibly to raise the general level of comfort among the masses.


Here, then, is where the State, with its long and stable finance, with its carefully-guarded credit, can march in to fill the immense gap.





Churchill then revealed the full extent of the new pensions. Widows would receive ten shillings a week for life. Eldest children would receive five shillings and other children three shillings until they reached the age of fourteen and a half. Orphan children would receive seven shillings and sixpence a week. More than 200,000 widows and 350,000 children would benefit under the scheme. All other pensions would come into force at the age of 65. At the same time the Government had decided ‘to sweep away altogether restrictions, inquisitions, and means test’. After this Act was passed, he said, ‘it would be nobody’s business what they had or how they employed their time’.


Reflecting on the ‘miracle of nation-wide insurance’, Churchill told the House of Commons:




I like the association of this new scheme of widows’ pensions and earlier old-age pensions with the dying-out of the cost of the war pensions. I like to think that the sufferings, the sacrifices, the sorrow of the war have sown a seed from which a strong tree will grow, under which, perhaps many generations of British people may find shelter against some at least of the storms of life. This is far the finest war memorial you could set up to the men who gave their lives, their limits, or their health, and those who lost their dear ones in the country’s cause.





There was still a surplus to be disposed of. The penny post was not to be restored, but for a cost of £1,720,000 a year Churchill had decided to remove all duties on Empire dried fruits, and to give increased preference to Imperial-grown tobacco, wines and sugar. At the same time, super tax would be reduced, to be compensated for by an increase in death duties.


Churchill had kept his most eagerly awaited announcement till last. Only after he had been speaking for more than two hours did he reveal his plans for income tax: it would be reduced, with the greater benefits to the lowest income groups. Earned incomes up to £2,000 would be given a 10% reduction, and the scale of allowances would increasingly help the less well-off. A married man with three children, earning £500 a year, would pay 44 ½% less. Finally, the standard rate of income tax would be reduced by sixpence in the pound, from four shillings and sixpence to four shillings.


In conclusion, Churchill told the House of Commons that he had tried in the budget ‘to balance it fairly in the scale of social justice as between one class and another’, and that he intended his scheme to be ‘national, and not class or party in its extent or intention’. His speech ended:




I cherish the hope, Sir, that by liberating the production of new wealth from some of the shackles of taxation the Budget may stimulate enterprise and accelerate industrial revival, and that by giving a far greater measure of security to the mass of wage-earners, their wives and children, it may promote contentment and stability, and make our Island more truly a home for all these people.





It was ten past six when Churchill resumed his seat, to much enthusiastic applause. ‘I have heard 40 Budget statements exactly,’ Lord Mildmay149 wrote that evening, ‘& I have never heard one that kept my unflagging interest all through. I was sitting very near your wife & children, and it made one happy to see their happiness in your success.’ ‘I heard your speech described as Gladstonian,’ Churchill’s cousin Ivor Wimborne wrote on the following day, ‘and I suppose no higher praise could be found for a budget statement: may it lead on to all the greater things that I am sure the future holds for you.’ Stanley Baldwin wrote that day to the King:




The general impression was that Mr Churchill rose magnificently to the occasion. His speech was not only a great feat of endurance, lasting as it did for two hours and forty minutes, but was a first-rate example of Mr Churchill’s characteristic style. At one moment he would be expounding quietly and lucidly facts and figures relating to the financial position during the past and current years. At another moment, inspired and animated by the old political controversies on the subject of tariff reform, he indulged in witty levity and humour which come as a refreshing relief in the dry atmosphere of a Budget speech. At another moment, when announcing the introduction of a scheme for widows and mothers pensions, he soared into emotional flights of rhetoric in which he has few equals; and throughout the speech he showed that he is not only possessed of consummate ability as a parliamentarian, but also all the versatility of an actor.





Baldwin concluded that Churchill’s speech ‘was one of the most striking Budget speeches of recent years’, and that the widows and orphans pension scheme, ‘bold in its character and conception’, would establish Churchill’s reputation as Chancellor of the Exchequer.


The Budget debate was opened in the House of Commons on April 29. Philip Snowden’s remark that it was ‘the worst rich man’s Budget ever presented’ was greeted with derisive laughter from the Conservative benches. During the debate a Liberal MP, Sir Alfred Mond,150 criticized the return to the Gold Standard, an act, he said, which would ‘enslave’ Britain to America. On the following day there was further criticism, led by Churchill’s electoral opponent of 1923, F. W. Pethick-Lawrence, and one of his former Liberal colleagues, Walter Runciman. But his cousin Frederick Guest announced his intention, together with a small group of other Liberals, to support the Budget as a sincere attempt to institute social reform, while a recently elected Conservative MP, Captain Harold Macmillan,151 caught, as The Times recorded, ‘the spirit of audacity’ and gave the social reform measures in the Budget his ‘undubious and provocative acceptance’.


In his reply to Labour criticisms, Churchill warned that it was in the interest of the trade unions, as well of employers, ‘to see that there was not growing up a habit of qualifying for unemployment relief’. His remark caused an immediate uproar. It was, declared George Lansbury,152 ‘an insult to the working classes’. Churchill tried to continue with his remarks, but Labour protests continued, and he could not make himself heard. To Labour shouts of ‘Shame’ and ‘Withdraw’ Churchill replied: ‘I do not withdraw for one moment. On the contrary, we shall have to probe it.’ And he added, amid further Labour cries: ‘Are we not to have free speech in this House?’ But the interruptions continued, and Churchill remarked defiantly that there was not a single British working man who would allow Labour members to accuse him of a rich man’s Budget, and then not allow him to reply. ‘Withdraw,’ the Labour men shouted. ‘I withdraw nothing,’ Churchill retorted. ‘I would rather never speak another word in this House than withdraw that.’ To the accompaniment of further Labour protests, Churchill then sat down, unable to continue with his speech. The next speaker was a Communist member, Mr Saklatvala,153 who began his speech: ‘the Chancellor having created this interruption, it falls upon the revolutionary Communist to restore order’. A minute later, Churchill left the Chamber.


In describing this ‘most deplorable’ scene to the King on May 1 Baldwin noted that some Labour MPs:




…resented in particular Mr Churchill’s suggestion that some of the unemployment was due to malingering, partly because it came from Mr Churchill, and partly because they must have been only too conscious that the suggestion had some foundation in fact. It was, however, unfortunate that Mr Churchill faced with such a situation, notwithstanding the fact that he was innocent of any guilty intention, did not adopt a more conciliatory attitude. It is true that at this moment and during the scenes which followed, he retained complete control of his temper, but his attitude of bold defiance undoubtedly helped to stimulate the anger of his opponents.





On the afternoon of May 1, at a Primrose League demonstration in the Albert Hall, Churchill described the pensions scheme as ‘only the first instalment of the Government’s social policy’, and he went on to answer Snowden’s charge that it was a rich man’s Budget:




Let the Socialists go after January 4 next to the 200,000 widows, who, with 350,000 children, will be enjoying their pensions, and let them say to these people—‘You are the victims of a rich man’s Budget.’ Let them go into 6,000,000 homes and tell the wives who will have behind them the guarantee that they will not be left penniless if anything happens to the breadwinner…. Let them go to the 75,000 veterans, over 70 years of age, who are not allowed to receive their pensions because they are still earning wages by honest work, and who after July 1926, will find all these inquisitions and restrictions and disabilities swept away. Let them say to them—‘All this is part of a dodge to enable the Conservative Government to relieve the poor, starving supertax payer’. Let them go in 1928 to the 500,000 men and women of 65 who will march or hobble up to receive their pensions and say—‘Comrades, we meant to give you these pensions ourselves. We would have given them to you on a non-contributory basis, but we had to go and help our Russian friends first.’





Writing in the New Leader, Arthur Ponsonby154 remarked: ‘His sympathy for the poor was eloquent, his sympathy with the rich was practical.’ That same day Neville Chamberlain wrote in his diary:




Winston’s exposition of the Budget was a masterly performance, and though my office and some of my colleagues are indignant at his taking to himself the credit for a scheme which belongs to the Ministry of Health, I did not myself think that I had any reason to complain of what he said. In a sense it is his scheme. We were pledged to something of the kind, but I don’t think we should have done it this year if he had not made it part of his Budget scheme, and in my opinion he does deserve special personal credit for his initiative and drive.





Where the return to Gold was commented on in the Press, it received approval. ‘By this bold declaration,’ wrote Time and Tide on May 1, ‘the Government has made a real contribution to the recovery of world stability and confidence.’ ‘In a careful balancing of all the advantages and disadvantages,’ the Labour MP William Graham155 wrote in the New Leader that same day, ‘it seems to us to be the only possible course for a country which has much to gain, in the export trade particularly, by an exchange stabilisation,’ and in its leading article on May 2, The Times declared that it had never doubted ‘that the best interests of the country would be served by returning to the gold standard as soon as the course became practicable and safe’.


The Gold Standard Bill was debated in the House of Commons on May 4. Churchill’s son Randolph was under the Gallery, and The Times reported an ‘enormous crowd of members’ assembled to hear the debate. Walter Guinness opened the discussion by setting out the Government’s case. In reply, Philip Snowden said that although he was not opposed to a return to Gold, he felt that the decision had come too soon, and would continue the too hasty policy of deflation which had ‘ruined thousands of businesses’. Another former Chancellor of the Exchequer, Sir Robert Horne, felt that it was best to trust the experts of the Currency Committee. In reply to the debate, Churchill insisted that the Government had only decided ‘to shackle themselves to realities’, that prices would remain stable, that the value of wages would be preserved, that it was essential to act with the Dominions, and that Britain must always try to act with the United States—‘our chief shop and chief customer’. In its report of the debate, The Times noted that Churchill’s remarks were greeted with ‘tremendous cheers’. That same day Lord Beaverbrook wrote to Brendan Bracken: ‘I knew from the beginning he would give in to the Bankers on the Gold Standard, which, I think, is the biggest sin in this budget.’ Writing to the King on May 5, Baldwin described Churchill’s speech as ‘the best speech of the sitting’, and he added: ‘He probably approached the subject with a sense of deep humility, but the eloquence which he brought to bear and the effectiveness of his arguments might have created the impression that he had a complete mastery of the technicalities of the subject. He was not content with walking on a tight-rope: he seemed to revel in the dangers of dancing on it….’


On May 13 Churchill was the guest of the British Bankers’ Association at their annual dinner in London. He was not, he said, going to ‘eulogize’ his budget. ‘It must make its own field, it must defend itself entirely by its intrinsic merits,’ he said. At the end of his speech he stressed the need for ‘a national policy and not a party policy’, which would help ‘every class and every section’, and he added:




That is our aim. The appeasement of class bitterness, the promotion of a spirit of co-operation, the stabilisation of our national life, the building of the financial and social plans upon a three or four years’ basis instead of a few months basis, an earnest effort to give the country some period of recuperation after the enormous efforts it has made and the vicissitudes to which it has been subjected….
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1925: ‘Alarm Bells Ringing’


As he had done throughout Lloyd George’s premiership, Churchill continued to maintain his deep interest in foreign policy. On 4 December 1924 the Committee of Imperial Defence met to discuss a League of Nations Protocol on arbitration and disarmament.156 Churchill argued against Britain undertaking international obligations ‘of an unlimited character’. It was better, he suggested, to work ‘in stages, by means of regional agreements’, and ‘by the maintenance of good understanding between various groups of Powers’ within the framework of the League. He also favoured the setting up of demilitarized zones in disputed areas. To begin with, he told his colleagues




…such a zone might be drawn up between France and Germany, and various Powers might be induced to guarantee the sanctity of such a zone. Whichever of the two Powers, France or Germany, was the first to violate this zone, that Power would then become ‘the aggressor’, and would be dealt with as such by the Powers who were signatories to the regional agreement.





As a second stage Churchill suggested that the same scheme could be applied to the Polish side and a demilitarized zone laid down there. He pointed out that all the Powers who were signatories to one agreement might not necessarily be signatories to another. Such schemes might eventually be applied ‘to all points of danger in the world….’


The meeting of December 4 decided to reject the Geneva Protocol, but in doing so to put forward some alternative suggestion. While discussions on this continued, Churchill went to France for the debt negotiations, and on 10 January 1925 he sent Austen Chamberlain a full account of his conversation with the French President. Doumergue had been anxious to discuss with Churchill the future of Anglo-French relations, believing that throughout the world, ‘French and British interests were one’, and explaining to Churchill: ‘Both were responsible for great Mahometan populations. Both were affected by the rapidly developing propaganda of Bolshevism among the coloured people.’ It was essential, he added, for Britain and France to create a unity ‘which the Germans would realize was unbreakable’. Churchill replied that Germany ‘would perhaps rest content with the arrangement of Versailles’, as far as her western frontier was concerned. But as to Germany’s Polish frontier, Churchill told Doumergue:




I was personally convinced that she would never acquiesce permanently in the condition of her eastern frontier. This then was the great cause of anxiety which brooded over Europe. The wars of Frederick the Great as well as those of Peter the Great had arisen from deep causes and ambitions which so far from having passed away, were now associated with great historic memories.





Churchill then told Doumergue:




I did not feel that the British position in Asia or Africa was subject to any grave danger at the present time, certainly not to any danger comparable to the awful risk we should run if a continuance of the age-long quarrel between France and Germany led, in some future generation, to our being involved in a renewal of the European war.


I said that of course I was only expressing a personal opinion, but one which I had expressed in public on many occasions, and which it was well known I had held for several years, namely, that the one real security against a renewal of war would be a complete agreement between England, France and Germany. That alone would give the security which all were seeking, and that alone would enable the commerce of Europe to expand to such dimensions that the existing burden of debts and reparations would be supportable and not crushing.





Churchill added that it would be better to try to come to good terms with Germany, and to settle her grievances, than to have a defensive alliance between France and Britain ‘while the fundamental antagonism between France and Germany continued unappeased’.


Austen Chamberlain, however, supported by a sub-committee headed by Sir Maurice Hankey, favoured a direct Anglo-French pact, based upon the maintenance of the Versailles Treaty, and guaranteeing France and Belgium’s borders, against attack. At a meeting of the Committee of Imperial Defence on February 13, Chamberlain set this out to his colleagues. During the meeting Churchill spoke strongly against Chamberlain’s proposal for a unilateral British commitment to defend France against German attack. ‘We do not feel we should be justified,’ Churchill said, ‘in taking these great burdens upon the country in the absence of the United States,’ and he added that it would be quite wrong ‘to ask the people of this country, at this juncture, to bind themselves to go to war on the side of France without leaving us to a very full latitude of judging the circumstances and occasion of the quarrel’. Churchill went on to tell his colleagues:




This war which has occurred between France and Germany several times has broken up the world. What guarantee have we got while things are going as they are that we shall not have another war. In fact, it seems as if we were moving towards it, although it may not be for twenty years, certainly not until Germany has been able to acquire some methods of waging war, chemically or otherwise.





It was essential, Churchill continued, for the Versailles Treaty to be recast as far as Germany’s eastern frontier was concerned, and for Britain to help bring about ‘a real peace’ between France and Germany, as well as ‘a substantial rectification’ of Germany’s frontier with Poland. Only then should England offer guarantees, simultaneously to both France and Germany, to make a ‘real peace’.


Balfour opposed Churchill’s suggestion, arguing that any alteration of the Polish or the Czech frontiers would mean ‘the tearing up’ of the Versailles Treaty, and ought therefore to be discounted, and at a further meeting of the Committee of Imperial Defence on February 19, Austen Chamberlain again argued in favour of an immediate guarantee to France. Churchill pleaded for delay. ‘I think,’ he said, ‘you may have France in a much better state of mind in the course of two or three years’; then there could be ‘a better and more general solution’. But, he warned, a bilateral pact with France would be ‘a tremendous risk’.


The disagreement between Austen Chamberlain and Churchill could not be resolved. When the meeting was over, Churchill began to dictate a series of notes on the European situation. On February 21 he sent a copy to Balfour. ‘I am sure,’ he wrote in his covering letter, ‘France will come to us if we do not offer ourselves to her…. What is wanted is a better atmosphere, and that I believe is slowly coming.’ He agreed with Balfour that it would not be wise to concentrate too much ‘upon “Armageddon No 2”’, but in his notes he wrote at length of the dangers of another war, ‘victory in which would compass our ruin scarcely less surely than defeat’. Such a war could only begin between France and Germany. His notes continued: ‘This antagonism, which has lasted through centuries, is unappeased. All the minor feuds of Europe group themselves around it. Everyone feels that it may lead to another World conflict,’ and he pointed out: ‘Germany is prostrate. In an age when lethal apparatus is almost everything, she is disarmed. At the worst there is a breathing space, measured by decades. Our problem is how to use this breathing space to end the quarrel. That problem dominates all others.’


Sooner or later, Churchill went on, ‘Germany will be rearmed’, either with existing weapons, or with new inventions. France might decide to attack Germany before this re-arming process was complete. Britain would then be obliged to support France, possibly even as a result of some German military action elsewhere, such as ‘aggression against Poland’. In such a case, although France and Germany were at war, Britain might not feel bound ‘by treaty or sentiment’ to join in. War would have returned to Europe, and Britain would be powerless to avert it. What, he added, would Britain then do, with Germany in control of the Channel ports? The answer, he said, ‘depends on who has the best and most powerful weapons. If in addition to sea superiority we had air supremacy, we might maintain ourselves as we did in the days of Napoleon for indefinite periods, even when all the Channel ports and all the Low Countries were in the hands of a vast hostile military power.’ Churchill added: ‘It should never be admitted in this argument that England cannot, if the worst comes to the worst, stand alone.’


To stand alone, Churchill believed, although possible, was ‘a grim choice’. Far better to take every possible initiative to prevent a renewal of war between France and Germany by influencing France towards concessions and moderation now. Britain, he believed, should say at once to France: ‘The better friends you are with Germany, the better friends we shall be with you. The more you can settle your quarrel with Germany, the more ready we shall be to associate ourselves with your fortunes in the event of all your efforts proving unavailing.’


Churchill summarized his arguments in a brief formula: ‘When France has made a real peace with Germany, Britain will seal the bond with all her strength,’ and on February 23 he sent a copy of his notes to Austen Chamberlain. ‘They only represent,’ he wrote, ‘“a thinking aloud”.’


On March 11, while Austen Chamberlain was in Paris negotiating with the French, Baldwin summoned a meeting of eight senior Ministers—Lord Salisbury, Lord Birkenhead, Lord Robert Cecil, Sir Samuel Hoare, Leopold Amery, William Bridgeman, Sir Laming Worthington-Evans157 and Churchill, together with the Permanent Under-Secretary of State for the Foreign Office, Sir Eyre Crowe.158 All the Ministers expressed reluctance to enter into a direct alliance with France. ‘It is a terribly trying time for you,’ Baldwin wrote to Chamberlain on the following day, and he added: ‘We have immense difficulties ahead…. But we will win through.’ That same day Sir Eyre Crowe wrote to Chamberlain of how, as he was explaining the Foreign Office policy in Cabinet:




I was interrupted, first by one Minister, then another, and a debate was begun which lasted for about 1 ½ hours, extending over every conceivable point, mostly entirely irrelevant—in fact a discussion as vague and inconclusive and very much on the same lines as that I had listened to some weeks ago in the Defence Committee.


Mr Winston Churchill once more developed the theory on which he had then expatiated, the gist of it being that there was no reason why we should do anything at all; or why we should come to any arrangement with France, who could be left to stew in her own juice without its having any bad effect on anybody or anything; that there was no immediate hurry either to take action or to make any decision; all we had to do was to go our own way and in a few years time we should see France on her knees begging for assistance and allowing us to impose anything whatever on her….





Before the discussion ended, Baldwin asked Crowe to leave. In a private note, Bridgeman recorded their final decision ‘to continue the policy of opposing any pact with France… unless a quadrilateral arrangement could also be made to include Germany’. Churchill’s arguments had prevailed.


***


Throughout the summer of 1925, during the passage of the Finance Bill through the House of Commons, Churchill was active on several Cabinet committees. Among the subjects with which he was concerned were the further working out of the details of the unemployment insurance scheme, electrical development and the effect of death duties on agricultural interests. He was also confronted with a protest from the British silk manufacturers, who, in a deputation to the Treasury on May 14, pressed him to remove the newly imposed silk duties. Churchill was friendly but firm, telling the deputation: ‘You do not imagine I am putting this tax on for fun, out of mischief?’ Silk, he went on to explain, ‘is the only commodity I could call a luxury commodity which would produce sufficient revenue’. He had looked at fur coats and ostrich feathers, but neither offered enough revenue. Nor did he feel that the new duties would harm the silk industry in the long term. ‘It is just like putting a stone in a stream,’ he said. ‘The stream is stopped for a while but the water rises and flows over it and it makes no difference to the flow of the stream.’ On June 5 Churchill wrote to his wife:




The Bachelors’ Party arrive tomorrow, minus, alas, A.J.B. As he was not coming, I did not ask Lindemann, and now find Mary extremely disappointed at the non-arrival of the ‘Fesser’.


I have had a good deal of work this week, as I am driving forward at least ten large questions, and many smaller ones all inter-related and centering on the Budget. So far I am getting my own way in nearly everything. But it is a most laborious business, so many stages having to be gone through, so many people having to be consulted, and so much detail having to be mastered or explored in one way or another.





Later in his letter Churchill wrote:




I am seeing a great deal of my colleagues now through the week-end parties, and also at lunch and dinner in Downing Street. It is really very necessary, when one has so much controversial business about money matters with them, to take the edge off things by a little friendly post-prandial talk across a dining room table.





On June 25 the Budget passed its third reading in the House of Commons. Four days later Churchill wrote to the chairman of the Board of Customs and Excise, Sir Horace Hamilton:159




Now that the Budget is through the House of Commons, I must send you my most sincere and heartfelt thanks for the help you gave me. I cannot express too strongly my sense of the ability and resource which you have shown, or your power of continuous hard work in exacting circumstances, and I think myself most fortunate to have had such a Lieutenant.





To Sir Richard Hopkins Churchill wrote that same day: ‘No Chancellor could have been better served than I, and I should like everyone to know how much their efforts have been appreciated.’ Replying on July 3, Hamilton told Churchill: ‘This is by far the most noteworthy Budget that we have had since the war.’


On June 30 Churchill dined with the editor of the Manchester Guardian, C. P. Scott.160 The dinner was arranged by Brendan Bracken, and the Polish Ambassador161 was also present. A few days later Scott recorded in a private note that Churchill, who sat next to him, ‘talked incessantly’. Scott’s account continued:




He professed himself entirely at home in the Tory party. In foreign policy it was now a peace party. In home politics he differed from it only on Protection. Its errors on that subject were only small and for his own part he always frankly admitted them. They would not go much further….


Insufficient attention had been paid to his insurance scheme. It was a very big thing and meant great alleviation to the risks and hardships of the working class. It would no doubt have received more notice if brought in as a separate measure, but he was obliged to include it in his Budget because of the costs it involved to the Exchequer….162





Discussion of Churchill’s budget continued throughout the summer. On July 12 Lord Beaverbrook published a signed article in the Sunday Express, criticizing the return to the gold standard, higher taxation and the increased insurance contribution paid by employers. During the course of his article he asked: ‘Who is responsible for this strange departure from the policy and traditions of the Conservative Party?’; and he went on to answer his own question: ‘The real responsibility for the damage which is injuring the Conservative cause rests on Mr Churchill. He is the influence which dominates the Prime Minister to-day.’


Speaking at the Mansion House on July 15, Churchill defended his economic policy. ‘The main object of all Governments,’ he declared, ‘was to effect a continuous rise in the comfort level of the mass of the nation.’ One way of reducing unemployment and improving working conditions was to have a vastly expanded programme of house-building. ‘Should not those who want work,’ he asked, ‘build homes for those who want homes?’ The Government, he said, would make the most ‘persevering search’ in this direction. At the end of his speech he argued that the return to prosperity did not depend upon Budgets alone, telling his listeners:




As long as we are in contact with Reality, however stern it may be, we may suffer but we shall live. If we lose contact with Reality, we might quite swiftly get ourselves into a position where recovery would be impossible. As long as we keep on sound lines, we shall have warning of every economic danger. If wages are, or hours of labour are, out of economic relation to our competitors, if employers become slack and unenterprising, if the plant of our industries becomes obsolete, if their organisation is antiquated, if we consume too much or borrow too much or lend too much, all the alarm bells begin to ring immediately. You can hear them now ringing in your ears.


I am glad we can hear the alarm bells ringing. I rejoice that we have not been doped and drugged and stupefied by reckless inflation, by fabricated credits, by unwholesome stimulants; or lulled into a false security. We can see where we are; we can see where we alter our conduct in so far as it may be necessary before it is too late. Work, thrift, enterprise, effort, co-operation, science! We have done it before; we can do it again. In that spirit alone shall we prosper and survive.





Since May, the Cabinet’s Naval Programme Committee had been trying to work out the pace and scale of future naval construction. At its meeting on May 11 Beatty expressed his fears that, from the point of view of war readiness, the Royal Navy was in many respects as yet unprepared to meet a sudden threat, and that there was a major deficiency of supply shipping in overseas waters. In reply, Churchill explained that under the proposed extension of the Ten Year Rule ample warning would in fact be given for the Navy to send out supply ships from home waters. Under the Ten Year Rule, Churchill noted:




…every year we are to re-examine the question of whether the ten years’ period still exists, and if under any one of those examinations we had to say the situation had become very much worse, that would be the moment to make discreet changes in the ships to make them available for the Fleet.





At a three-day conference summoned by Baldwin in July to bring the Naval Estimates dispute to an end, Churchill again argued that the Admiralty wanted to embark upon too rapid and too costly a programme. On the first day, July 17, Churchill put forward a compromise suggestion that the Admiralty should build its first four new cruisers over two years instead of one. But Bridgeman and Beatty would not agree, nor was Austen Chamberlain able to persuade Bridgeman to accept Churchill’s suggestion. ‘Vy many thanks for yr invaluable help this afternoon….’ Churchill wrote to Chamberlain that evening. ‘I tried my best too, but I have now come to the end of my resources,’ and he added: ‘I still hope that the compromise will be accepted.’ On the following day Chamberlain wrote to Churchill from the Foreign Office:




My dear Winston,


I thought your tone & temper in our Friday conference admirable.


I can & do feel sympathy with both sides, & I want a compromise & tried to put the case for compromise in a way that might appeal to Beatty. You led straight up to the same goal.


As I said in Cabinet the Chancellor often has to play a very lonely hand, & I felt so much the lack of support by my immediate predecessor163 when I was last Chancellor in 1920 that I have tried throughout to help you where I could.


Yours ever,
Austen Chamberlain





In his postscript Austen Chamberlain added: ‘I believe it is the first time that you & I have signed “Yours ever” to each other. It is a solemn form of signature, but after so many years of friendship I follow your example with confidence.’


While the conference continued, newspaper speculation was rife; some headlines told of Bridgeman’s impending resignation. The Westminster Gazette of July 18 wrote of ‘Mr Bridgeman’s wish to resign’. ‘Will Mr Bridgeman Go?’ asked the Weekly Dispatch on July 19, adding that Asquith had warned of the ‘lunacy’ of the Admiralty’s plans. Bridgeman was still insisting upon a programme of four new cruisers to be laid down in 1925–6 and a further three in 1926–7. Such insistence, Churchill wrote to Austen Chamberlain on July 20, was ‘unreasoning obstinacy’. The conference ended on July 20 without a decision, and on July 22 the dispute was taken to the Cabinet. Churchill again supported his arguments with a detailed memorandum, which the Cabinet had been sent two days before. ‘If the Admiralty were able to effect economies,’ he wrote, ‘it would be possible for them, with Cabinet approval, in a year or over a series of years to accelerate new construction’, but just as £60 ½ million had been the upper limit for 1925–6, so in successive years the limit would have to be £61 million, £61 ½ million, £64 ½ million and £66 million, for successive financial years up to 1929–30. All he was asking, he wrote, was for the Admiralty ‘to make the moderate sacrifices of reducing some of the excessive costs of their interior administration’.


Baldwin appealed to the Admiralty to agree to a revised timetable of construction, which would delay, but not cut back, the cruiser programme, while at the same time postponing other work. A compromise was essential, he said, particularly ‘in view of the threatened industrial crisis’—a threatened coal strike which might weaken still further the economic situation, and force even more drastic economies. Bridgeman accepted Baldwin’s proposals: two new cruisers to be laid down in October 1925, a further two in February 1926, two more in October 1926 and one more in February 1927; the bulk of the rest of the Admiralty’s programme, including all submarine and destroyer construction, to be deferred for twelve months; savings on all aspects of administration charges, as well as ‘further underspending’. Baldwin himself announced these decisions in the House of Commons on July 23.


Although Churchill had accepted Baldwin’s final compromise, it went further than he thought was necessary. At the expense of a delay in their timetable, and relatively minor economies elsewhere, the Admiralty had gained their main objective, seven new cruisers by the end of 1927. On July 27 Lord Rothermere wrote to Churchill from the Savoy Hotel:
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