‘THE BEST FO

LIBERALS, COALITIONS AND THE RIGHT TO DIS

The coalition agreement reached between Liberal Democrat MPs were to be to allowed
the Liberal Democrat and Conservative to abstain. Chris Cooper compares these
negotiating teams in May 2010 contained ‘agreements to differ’ with the experience

a number of commitments at odds with of Liberal MPs in the National Government
Liberal Democrat policy and on which formed in 1931.
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RENGLAND?

T WAS WITH surprising ease that

the Conservative and Liberal

Democrat negotiating teams
produced a joint policy statement in
the days following the inconclusive
general election result of May 2010.
Notwithstanding the presence
of ministers from the two parties
serving in the same government,
the principle of collective Cabi-
net responsibility was necessarily
maintained. But two independent
political parties espousing often
very different policies could only
come together and form a working
alliance on the basis of a readiness
to accept that halfa loafis bet-
ter than no bread and to give way
on some issues in return for their
partners doing the same on others.
Such concessions may be the cause
of pain and regret, yet complaints
since May 2010 from backbench
Conservative MPs and activists
and their Liberal Democrat oppo-
site numbers that too much ground
has been conceded to their political
partners of the moment is perhaps
agood indication that the present
coalition government is working
in the way that it should. Rather
than leaving the new government
to advertise its disunity from the
outset, the negotiators saw the need
to craft policies based on compro-
mise.! Thus, in an atmosphere of
financial crisis, in which the Greek
debt predicament loomed over the
negotiations, senior Liberal Demo-
crats were willing to acquiesce in
a deficit reduction programme,

which included deep spending cuts,

urged by the Conservative leader-
ship.2 Some issues, however, are of
such fundamental importance to a
party, perhaps because of a promi-
nent manifesto commitment or the
challenge they pose to a core belief,
as to defy the ingenuity of even the
most skilled negotiators to draft an
acceptable compromise.
Conservatives and Liberals con-
tinue, of course, to have different
visions of Britain’s future relation-
ship with Europe, but difficulties
were largely avoided. The coali-
tion agreement, reached on 11 May
2010, ruled out the transference of
further sovereignty to Brussels dur-
ing the lifetime of the administra-
tion. It was also agreed that Britain
would not join, or prepare to join,
the single currency. The founding
agreement document also allowed
for a number of ‘agreements to
differ’. There would be a referen-
dum on the possible replacement
of the existing ‘first-past-the-post’
electoral system by one based on
the Alternative Vote, but no gov-
ernment policy was laid down as
regards the desired outcome of such
areferendum. Most Conservatives
regarded AV as the thin end of a
proportional representation wedge
which would ultimately resultin a
permanent Liberal Democrat pres-
ence as the arbiters of whether an
unending succession of future coa-
lition governments would be led by
the Tory or Labour Party. By con-
trast, Liberal Democrats believed
that AV, whatever its shortcom-
ings, represented a step in the right

Left: five Liberal
ministers in
Downing Street
in October 1931,
just before the
calling of the
general election.
From left: Sir
Donald Maclean,
Lord Lothian,

Sir Archibald
Sinclair, Sir
Herbert Samuel,
Lord Reading
(Manchester
Guardian, 3
October 1931).

SENT: THE ‘AGREEMENT TO DIFFER’ REVISITED

direction of electoral reform, and
one that would at least have the
benefit of reducing the number of
unequivocally ‘safe’ seats. These
different points of view could

not be reconciled and Conserva-
tives and Liberal Democrats were
afforded the luxury of being able to
put forward their conflicting opin-
ions. In parliament both parties
were whipped to support the bill
that enabled a referendum to take
place, but in the subsequent refer-
endum campaign they presented
opposing views to the electorate.
For this dispensation there was a
clear precedent. Members of Har-
old Wilson’s Labour government
—itself very much a ‘coalition’ of
disparate factions, albeit nominally
of one party — were permitted to
campaign for and against Britain’s
continued membership of the Euro-
pean Economic Community dur-
ing the only previous nationwide
referendum in June 1975.

The coalition agreement also
granted the Liberal Democrats the
right to offer alternative proposals
for the renewal of Britain’s nuclear
deterrent, and they were given the
freedom to oppose nuclear power
stations in the interests of foster-
ing alow-carbon economy and
to abstain in the House of Com-
mons on the government’s nuclear
national policy statement. They
were also permitted to abstain on
budget resolutions to introduce
transferable tax allowances for
married couples. Furthermore,
backbench Liberal Democrats were
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free to abstain on the government’s
proposals concerning university
tuition fees. This ‘agreement to
differ’ was particularly important.
During the general election cam-
paign, all sitting Lib Dem MPs
including Nick Clegg and Vince
Cable, very publicly signed a pledge
to vote against any increase in fees.
Clegg had promised that his party
would ‘resist, vote against, cam-
paign against, any lifting of the
cap’.* The Liberal Democrats were
even committed to work towards
the abolition of fees. Consequently,
the National Union of Students
advised its members to support

the Liberal Democrats in the elec-
tion. The hike in fees, which takes
effect in 2012, sparked mass dem-
onstrations by students. One com-
mentator claimed that “The Lib
Dems have made themselves look
ridiculous.” After the implementa-
tion of a policy which contradicted
the party’s electoral appeal, critics
claimed that the Liberal Democrats
had compromised their future as

a political force.® This decision to
allow Liberal Democrat MPs the
right to abstain on the coalition
government’s proposals also has its
historical antecedent. A dilemma,
comparable to the raising of univer-
sity tuition fees, confronted Lib-
erals eighty years ago during the
early months of Britain’s last peace-
time coalition.

The National Government had
been constructed in August 1931
without anything comparable to
the Cameron-Clegg agreement on
policy which preceded the forma-
tion of the 2010 coalition. The only
surviving written record of the
terms upon which the 1931 coali-
tion was formed is to be found in
Herbert Samuel’s notes from the
crucial Buckingham Palace meet-
ing of 24 August” This administra-
tion was intended at its inception to
be a strictly time-limited expedi-
ent, designed only to put through
the necessary economic measures to
balance the national budget. Peter
Sloman has highlighted a number
ofanalogies between the negotia-
tions which established the two
coalition governments of 1931 and
2010. Most obviously, on both occa-
sions, in the context of an economic
crisis, Liberal leaders accepted

that budgetary retrenchment was

necessary to safeguard Britain’s
economic stability. Ironically, it
was the failure to ‘save’ the pound
in 1931, when Britain was forced
to leave the Gold Standard on 19
September, which helped turn the
government into something more
permanent. In a welter of uncer-
tainty, the continuation of a multi-
party administration seemed the
best guarantee of stability within
the British body politic. On 5
October the Cabinet decided to call
ageneral election, a step which had
hitherto seemed likely to prompt
the resignation of Sir Herbert
Samuel and other Liberals from the
government, and possibly bring
about its demise. But as the Lord
Chancellor, Lord Sankey, recorded,
‘suddenly Samuel said he agreed
and in less than ninety seconds we
decided to stick together when it
had appeared hopeless’.> What pro-
duced this volte-face was an agree-
ment that the government should
seek the voters’ endorsement for
whatever policies were necessary
to secure the nation’s finances, the
so-called Doctor’s Mandate. This
allowed the parties to the coalition
the freedom to make their separate
appeals to the country, leaving the
policy outcome dependent on the
resulting balance of forces after the
electorate had delivered its verdict.
As with Nick Clegg’s statement on
tuition fees in 2010, Samuel, ahead
of the 1931 election, had insisted
that he would not ‘commit the Lib-
eral Party to a pledge to any change
on this fiscal issue of which it is not
convinced’.®

As was almost inevitable, the
general election greatly increased
the strength of the Conservative
Party within the National Govern-
ment. The Tories now held 473 seats
compared with just 33 Liberal sup-
porters of Sir Herbert Samuel, 35
Liberals who gave their allegiance
to Sir John Simon and a tiny band
of 13 National Labour MPs led by
the Prime Minister, Ramsay Mac-
Donald.” The opposition Labour
Party was reduced to a rump of 52
seats, while David Lloyd George,
the former Liberal leader who had
opposed the holding of an elec-
tion, headed a small group of MPs,
most of whom were related to him,
which quickly ‘drifted into near
irrelevance’.”® In this situation it
was only a matter of time before the
question of tariffs, to which the vast
majority of Conservatives were

Adilemma,
comparable
to the raising
of university
tuition fees,
confronted
Liberals
eighty years
ago during
the early
months of
Britain’s last
peacetime
coalition.

fully committed as the only real
solution to the nation’s financial
woes, moved to the forefront of the
political agenda. Herein lay a fun-
damental problem for the Liberal
Party. For many Liberals, belief in
the virtues of free trade continued
to be an article of faith, part of the
definition of what it meant to be a
Liberal. For many others, however,
it had never recovered the attri-
butes of almost moral superiority it
had enjoyed before 1914. As Frank
Trentmann notes,

Asin other countries, it became
one policy amongst others, an
economic tool that, instead of
inspiring profound cultural
energy and dogmatic loyalty,
could be modulated, revised and
complemented with subsidies

or other forms of regulation. If
necessary, it could be abandoned
altogether.™

By the time of the economic crisis
of 1929 free trade looked increas-
ingly ‘like a dinosaur, a philosophy
of individual liberty at a time of a
growing state and disillusionment
with laissez-faire’.*+

Cracks appeared within the
government’s facade of unity as
soon as concrete proposals were
considered. A number of difficult
Cabinet meetings were held before
Christmas and in early December
Snowden, MacDonald’s National
Labour colleague and now Lord
Privy Seal, spoke up for the free
traders, informing the Prime Min-
ister that he could not continue
‘sacrificing beliefs and principles bit
by bit until there was none left’.s A
Cabinet committee on the balance
of trade, containing representa-
tives from all the government’s
component parts, was appointed
that month. It reported in January
1932 in favour of introducing tar-
iffs through an Import Duties Bill.
Of the non-Conservative Cabi-
net ministers MacDonald, Sankey,
Thomas, Simon and Runciman all
accepted the committee’s major-
ity recommendations as a prag-
matic attempt to correct Britain’s
imbalance of trade.’ Samuel’s Lib-
erals, however, refused to accept
the necessity for tariffs. Samuel,
the Home Secretary, Archibald
Sinclair, Secretary of State for
Scotland, and Donald Maclean,
President of the Board of Educa-
tion, all prepared to resign. The
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Liberal dissidents were supported
by Snowden who informed Samuel
that he would rather leave the gov-
ernment than waive his objections
to the committee’s conclusions.'”

In independent but analogous
Cabinet memoranda, Snowden
and Samuel set out their opposi-
tion to the government’s propos-
als. They reasserted the standard
cries of ‘dear food’ and expressed
a concern for the working class
if the cost of living were to rise.
Snowden was perhaps overly pes-
simistic about the Import Duties
Bill, claiming that it was ‘a delu-
sion to imagine that we can increase
exports and at the same time reduce
imports’. Samuel’s memorandum
at least accepted that ‘the revenue
from tariffs would be very helpful’.
He would not block ‘suitable pow-
ers’ for the restriction of imports if
it ‘was shown to be necessary’. Both
men, however, were convinced
that, rather than being a pragmatic
solution to an immediate economic
threat, the proposals were a delib-
erate Tory plot to establish a per-
manent protectionist system. The
Home Secretary spoke for all the
free traders when he called for delay
and pointed out that ‘experience ...
is too short to enable any sure con-
clusions to be drawn’. In like vein,
Snowden suggested that the gov-
ernment was ‘in danger of applying
medicine to cure a suspected dis-
ease which has not been thoroughly
diagnosed’.”®

Even if Britain was importing
unnecessary goods in excessive
quantities, the free traders chal-
lenged the rationale behind the
government’s scheme. Protection,
Samuel asserted, might work ‘in
precisely the opposite direction to
the course which everyone declares
it is essential to pursue’. If tax cuts,
financed through revenue recouped
from imports, did not offset the
increased cost of imported materi-
als for British industry, the govern-
ment would inadvertently hamper
the country’s exports. Challenging
another protectionist argument,
the two ministers denied that tar-
iffs would facilitate industrial reor-
ganisation. Britain’s industries,
the Lord Privy Seal anticipated,
‘will fall asleep under its protective
charm’. Furthermore, both memo-
randa rejected the notion that tar-
iffs would provide the government
with a weapon with which to bar-
gain with protectionist countries.

The free
traders thus
entered the
following
day’s Cabi-
net meeting
fully expect-
ing to leave
the adminis-
tration. The
Prime Minis-
ter said that
‘all present
would have
to face what
would be the
resultofa
break-up of
the National

Government’.

Britain, they held, could no longer
threaten foreign powers with the
imposition of tariffs. Snowden
understood that ‘If protective
duties tended to get lower tariffs,
we should have had universal free
trade long ago’. He neatly summa-
rised the free traders’ position. He

did:

not believe that committee’s
proposals would improve Brit-
ain’s balance of trade; they will
make the recovery of our export
trade more difficult; they will
increase the cost of living and
the costs of production; they
will discourage enterprise and
efficiency; they will be useless
to induce a lowering of foreign
tariffs.”

The Conservative, Lord Derby,
who sympathised with the free
trader’s predicament, noted:

[O]ne of the chief difficulties is
making the new [Conservative|
M.P.s understand that the Gov-
ernment which was returned is a
National Government and not a
Conservative one, and that their
function is to restore the eco-
nomic balance of trade and not

be a protectionist government.>

While the free traders offered pow-
erful arguments, those in favour
of protection were equally insist-
ent and could turn many of the
free traders’ points to their disad-
vantage. They were strengthened
by the fact that the Conservatives,
who had campaigned under the tar-
iff banner, had received more than
so per cent of the popular vote and
possessed an unassailable Commons
majority. British exports were in
sharp decline and the economy
had faltered without protection in
place. Furthermore, a speedy and
decisive resolution was imperative
to improve the balance of trade and
restore international confidence.
When the committee’s propos-
als came before the critical Cabinet
meeting on 21 January, agreement
seemed impossible. As Samuel
recorded:

We sat morning and after-
noon ... and Snowden, Donald
Maclean, Archie Sinclair and
Iintimated that we should be
compelled to withdraw from
the government if the proposals

‘THE BEST FOR ENGLAND"?

of the report were adopted. The
Prime Minister then said ‘But
you are not going to be allowed
to withdraw from the National
Government like that’, and that
it would be better to take our

decision that evening.

At a meeting at Snowden’s flat

an hour or two later, MacDon-

ald implored the dissidents not to
resign, pointing to the difficulties
of his own position if they were to
leave. But neither the Prime Minis-
ter’s predicament nor the damaging
effects their departure might have
on the exchange rate was enough
to persuade the ministers to change
their minds. In a desperate attempt
to avoid resignations, MacDonald
suggested that they should remain
in the government, but abstain
from voting on the Import Duties
Bill. “This’, Samuel recorded, ‘we
all agreed was impracticable.” The
dissidents determined to resign and
to publish a joint statement.*

The free traders thus entered the
following day’s Cabinet meeting
fully expecting to leave the admin-
istration.?* The Prime Minister said
that ‘all present would have to face
what would be the result of a break-
up of the National Government’.
The Conservative leader, Stanley
Baldwin, added that, although he
had ‘never pretended to like coa-
litions’, he believed ‘the National
Government to be a National
necessity ... He would regret its
collapse as keenly as a Conservative
government.™ Thomas and San-
key made similar statements. Yet,
despite these pleas, ‘there seemed
nothing to do except say “good-
bye””.>* Suddenly, however, the
War Secretary, Lord Hailsham,
intervened. He suggested an ingen-
ious scheme to allow the protesting
ministers to remain in the Cabinet
but have full liberty to speak and
vote against the Import Duties Bill.

Hailsham claimed to have been
impressed by the large measure of
agreement reached by the National
Government under MacDonald’s
leadership and suggested that ‘in
the exceptional circumstances of
the day’ some modification could
be made to the doctrine of collec-
tive Cabinet responsibility. He pro-
posed that

Those who did not find it pos-
sible to reconcile their life-
long convictions with the
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recommendations ... should be
free to state that they did not
agree ... in this particular mat-
ter and even to vote againstitin
Parliament ... [The Tariff issue
did not overlap other questions
so much that disagreement on
this one point must force some
of the members of the Cabi-

net to withdraw their help ...
[The] Government having, by
its formation, provided one new
precedent, need not be afraid of

creating a second.”

Maclean immediately expressed
enthusiasm, while MacDonald
stated that he ‘would not rule out
the suggestion’. Sankey spoke
‘strongly in favour for it” and Simon
read out a statement pleading for
unity, stressing that the tariff was
‘not the basis upon which we stand’.
The Cabinet then adjourned to
consider Hailsham’s proposal.
After only a quarter of an hour in
an adjoining room, the free trade
ministers accepted the expedient.”
A relieved Sankey ‘thank[ed] god’.
He was sure that it was ‘The best
for England.”®

The free traders’ support for
this solution was indicated by
their speedy acceptance. Samuel,
Maclean and Sinclair were all satis-
fied.? Distinguished Liberals out-
side the government also welcomed
the arrangement. The Marquess of
Crewe, who had briefly returned to
office in the National Government
before the general election, believed
that Samuel and his colleagues had
taken ‘the right and best course’.
It was, he argued, ‘surely wiser to
help in keeping the departure on
reasonable lines of moderation’.®®
Viscount Grey felt that because ‘the
crisis which brought the National
Government into being and rallied
the country is still with us’, it was
‘most important that the national
character of the government should
be preserved and that it should con-
tinue to be supported’. The former
Foreign Secretary maintained that

I can well understand that there
were proposals for which you
and your colleagues could not
accept responsibility and from
which you must dissociate your-
selves. I think it was a public
duty on your part and theirs

not to refuse the request ... Itis
of course a novel experiment.

But the British constitution had

Afteronlya
quarter of
anhourin
an adjoining
room, the
free trade
ministers
accepted the
expedient.
Arelieved
Sankey
‘thank[ed]
god’. He was
sure that it
was ‘The best
for England'.

developed by being adaptable to
novel conditions and I trust that
the experiment will succeed.
Even if it were to fail, it is right
that in this emergency it should
have been tried s’

Lord Derby, a Tory who was not
convinced about the necessity of
tariffs, was of the same mind:

Iamglad that the Liberals
stayed ... if Samuel and Mclean
[sic] had gone I do not know
that Simon and Runciman
could have stayed, and it would
have been impossible under
these circumstances for Ram-
say MacDonald and Thomas

to have remained ... and there
would have come the end of the
National Government. I am
perfectly certain if that end had
come the country as a whole

would have bitterly resented it.**

The resulting press communiqué
claimed that ‘the Cabinet, being
essentially united on all other mat-
ters of policy, believes that by this
special provision it is best inter-
preting the will of the nation and
the needs of the time’3 The free
trade dissidents were therefore
granted the dispensation to speak
and vote against protectionist pro-
posals and the whip was not to be
applied in parliament, thus extend-
ing the same freedom to MPs sup-
porting the government. Although
the dissenting ministers were not
permitted to campaign against

the government’s legislation and
would vote with the government
on any motion of censure, the Lib-
eral Party was granted the right to
run free trade candidates at by-elec-
tions, providing those candidates
supported the government’s wider
programme.’*

While similar solutions had
been considered by MacDonald and
Neville Chamberlain, the Chancel-
lor of the Exchequer, the evidence
suggests that the ‘Agreement to
Differ’ was very much Hailsham’s
achievement. MacDonald’s claim
that he had already suggested this
solution to the free trade ministers
is exaggerated.35 Hailsham’s strat-
egy differed from the Prime Min-
ister’s suggestion of the previous
evening by giving the free trad-
ers the latitude to speak and vote
against the proposals rather than
quietly abstaining. Similarly, while

some have credited Chamberlain
with inventing the expedient,’ his
own record of events suggests that
this was not the case. He had ‘not
thought it possible for members

of the House of Commons to take
such a course though I had contem-
plated that [Lord] Snowden might
do it. However to my astonishment
McLean [sic] at once said that such
a proposal merited careful con-
sideration.”” Sankey’s record also
suggests that Chamberlain did not
concoct the expedient. The Chan-
cellor, he noted, ‘was not enthusi-
astic about them [the free traders]
remaining’® It has also been sug-
gested that Hailsham, as ‘one of
the most aggressively protectionist
ministers’, was delegated by lead-
ing Conservatives to emphasise
their sincerity.* But neither can this
claim be substantiated. Chamber-
lain’s belief that this solution was
not possible and his surprise that
the scheme was even considered
imply that Hailsham’s dramatic
intervention was not stage-man-
aged. Asa disappointed Leo Amery
noted, ‘Douglas [Hailsham] con-
fessed that the compromise was his
suggestion and thought it necessary
for the sake of the foreign situation
and to keep the Liberals in till after
Ottawa.*

Yet in many ways Hailsham was
an unlikely saviour of the National
Government. Austen Chamberlain
noted that

I gathered from Hailsham that
... the solution was actually
proposed by H. himself. That it
should originate with him must
... have surprised all his col-
leagues as it certainly surprised

me.*

Before the crisis that brought the
government into being, Hailsham
had typified the Conservative
leadership in holding pronounced
anti-coalitionist views. He had
wanted the previous Labour gov-
ernment to implement the neces-
sary economy measures before

an election was held on party
lines. This, he expected, would
see the Conservatives returned
with a healthy majority, pledged
to introduce his favoured policy
of tariff reform. Less than two
weeks before the formation of the
National Government, Hailsham
still seemed hostile to overtures
from MacDonald for all-party
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cooperation. He was concerned
that such cooperation might lead
to a coalition. Although his party
‘would not try to make party capi-
tal out of the inevitable unpopu-
larity which economy always
entailed’,** he ‘doubt[ed] whether
it is our proper function to g0

any further than to offer the most
sympathetic consideration to any
scheme the [Labour| government
may bring forward’.# A week
before the Labour government
resigned, Hailsham had admit-
ted that a national government
‘was a valuable device when some
situation of overwhelming emer-
gency arose’. But he saw little hope
for such an expedient ‘when the
different sections were radically
divided, not only as to the cause of
our troubles, but as to the possible
remedies for overcoming them’.
His rhetoric was hardly geared to
facilitate cooperation. The crisis,
he maintained, ‘was the direct,
inevitable and logical result of
having tried to start socialist leg-
islation in this country’. The Con-
servatives had ‘pointed out that if
the Socialist theories were wrong
they must lead precisely to these
disasters’.*

Though Hailsham accepted that
the actual circumstances surround-
ing the formation of the National
Government meant that the lead-
ing Conservative protagonists,
Baldwin, Chamberlain and Samuel
Hoare, ‘could not have acted other-
wise than they did’,* his misgivings
can only have been increased by
his own initial exclusion from the
new Cabinet of ten members. Not-
withstanding Chamberlain’s appeal
for his inclusion, Baldwin ‘did not
push the matter’ and explained that
MacDonald had vetoed Hailsham
on the grounds that he was ‘par-
ticularly obnoxious to the Labour
Party’.* Granted his strong com-
mitment to tariffs, he would also
have been unacceptable to the
Samuelite Liberals. But none of this
cut much ice with the former Lord
Chancellor who believed — with
some justification — that he should
have been included on merit. He
was ‘furious with Baldwin’ for fail-
ing to insist on his inclusion and,
when the Conservative business
committee learned of the Cabinet’s
composition, he ‘at once showed
that he was bitterly annoyed by
the retention of Sankey on the
Woolsack’.#” Amery confirmed

that Hailsham was ‘very sore at
not having been asked to be Lord
Chancellor’.#*

Bearing this in mind, those
wishing to end the coalition even
hoped that Hailsham could be used
as an instrument to bring the gov-
ernment down. The ultra-protec-
tionist newspaper magnate, Lord
Beaverbrook, was ‘very contemp-
tuous’ about the presence of Hoare
and Philip Cunliffe-Lister in a
Cabinet from which Hailsham and
Amery were excluded.* With tar-
iff reform absent from the National
Government’s immediate agenda,
the press baron urged Amery to
work closely with Hailsham to
maintain a positive campaign and
decide ‘when the critical moment
should come for putting an end
to the coalition’* Amery himself
was glad that Hailsham was ‘out-
side and I can look to him asan ally
in helping to bring the thing to a
conclusion reasonably soon’s* He
hoped to persuade Hailsham that
it was important for key figures
such as themselves not to be tied to
the administration and its policies.
Hailsham concurred. He feared
that the Conservative members of
the coalition would have ‘a tough
job to force dissolution’ as the Lib-
erals, anticipating substantial losses
if a general election was held in
the near future, would seek any
excuse to prolong the government’s
existence.’?

Not surprisingly, Hailsham
was among the first Conservatives
to call for a general election. On 2
September he told Amery that he
‘hope[d] very much that the leaders
in the Cabinet will realise as fully
as we do the vital necessity of going
to the country at once’ s In public,
he declared that the National Gov-
ernment had been ‘formed for one
purpose, and one purpose only, to
balance the budget’. It was there-
fore ‘absolutely essential to finish
the task quickly, to do nothing else,
and to have an immediate dissolu-
tion and to appeal to the country
on the Conservative Party’s con-
structive programme’. He felt that
economies alone would not solve
Britain’s balance of trade problems
and further cooperation with other
parties was unlikely:

So long as the National Gov-
ernment lasts the Conserva-
tive Party cannot proceed with

their constructive programme

In public, he
declared that
the National
Government
hadbeen
‘formed for
one purpose,
and one pur-
pose only, to
balance the
budget’.

‘THE BEST FOR ENGLAND"?

of tariffs and imperial devel-
opment, for no one would be
so foolish as to believe that the
Liberals would agree to such a

programme.**

In the event, of course, Hailsham’s
hopes were only partially fulfilled.
The National Government did
indeed decide to go to the coun-
try but, as has been seen, not on the
basis of a return to traditional party
politics. As the campaign got under
way, Hailsham demanded a “full
hundred per cent tariff policy’s

He told one election audience: ‘I
stand here quite unrepentantly

as a Conservative and claim that
the one positive policy ... [is] the
imposition ... of such a tariff as will
adequately protect our trade and
industry.”® Although he supported
an anti-socialist appeal to prevent
Labour’s return to power, this did
not involve adopting a watered-
down application of tariff reform to
assuage Liberal opinion.

With the election safely won,
the National Government’s Cabi-
net was restored to normal peace-
time proportions and Hailsham
was recalled to office as Secretary
of State for War and Leader of the
House of Lords. Amery, for whom
no place had been found, remained
concerned about the prospects
for protectionist legislation. He
lamented that:

the Unionists who have been put
in are mostly quite hopelessly
ineffective for Cabinet purposes.
The only exception is Douglas
[Hailsham] who ... rang me up
this morning to say how vexed
he was about me [being left

out] and how little he relished
the prospect himself of joining
such a crowd. His view was that
our Party’s case had been singu-
larly badly handled by S[tanley]
B[aldwin].”7

Up to this time two points stand
out from Hailsham’s conduct. The
first was his absolute commitment
to tariff reform as the only sure
means of resolving the country’s
balance of payments crisis; the sec-
ond was his clear conviction that
the presence of free trade ministers,
particularly Liberals, within the
National Government was a serious
impediment to the achievement of
this goal. How then did such a fig-
ure transmogrify into the saviour
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of the National Government and
the author of a constitutional inno-
vation which allowed the Samuelite
Liberals to remain within it?

As a minister inside the National
Government, Hailsham’s public
pronouncements about it inevitably
became more supportive than hith-
erto’® Even so, in introducing into
the upper chamber the Abnormal
Importations Bill, which allowed
the government to impose duties
of up to 100 per cent ad valorem for
six months on foreign goods which
entered Britain in abnormal quanti-
ties, he implied that some form of
lasting protectionism would soon
be introduced and that the present
bill would ‘be replaced by a more
permanent structure’. He expected
that ‘long before that six months
had elapsed the Government will
be in a position to place before both
Houses of Parliament their con-
structive proposals for agriculture
as well as for other industries’s? In
these words Hailsham revealed
that he was not prepared to step
back from even the most contro-
versial aspect of the tariff reform
programme, food taxes. If he was
now reconciled to maintaining the
‘national’ credentials of the gov-
ernment, this remained depend-
ent on a protectionist policy being
introduced.

The evidence suggests that
Hailsham’s fundamental aims never
changed. He sought to maintain the
all-party character of the National
Government while its policy basis
remained unresolved, but not as a
permanent feature of the political
landscape. Although Hailsham’s
‘Agreement to Differ’ formula
admitted that there were stark dif-
ferences within the Cabinet, it
also made the free traders’ opposi-
tion to protectionism ineffectual.®
The Liberal free traders remained
harnessed to the government, but
lacked the numerical strength to
make their internal opposition
effective in parliament. Indeed, this
was Hailsham’s deliberate inten-
tion. He aimed to keep the Cabinet
united until a system of imperial
preference could be established at
the Imperial Economic Confer-
ence to be held in Ottawa during
the summer. For the time being,
Hailsham had succeeded in obtain-
ing everything he and his party
wanted. The Import Duties Bill
was successfully and easily enacted,
the Liberals were split along their

latest fault-line as the Simonite sec-
tion of the party offered the gov-
ernment their full and ostentatious
support, but the Cabinet faced the
continuing uncertainty of a float-
ing pound without a single res-
ignation. Amazingly, Hailsham’s
solution kept the free trader oppo-
nents of the Import Duties Bill
inside the Cabinet while protec-
tionism was enacted.

In the slightly longer term
Hailsham’s hopes were also ful-
filled. The free trade ministers
(including the National Labour
Snowden) duly resigned from the
government in September 1932
after the Ottawa agreements were
concluded. Although the agree-
ments were supposed to facilitate
reduced tariffs throughout the
British Empire, the free traders
felt this policy conflicted with the
government’s protectionist aims.
Snowden’s January memorandum
held that ‘If duties are required to
reduce imports there is no justifi-
cation for this [imperial] prefer-
ence.” Empire goods ‘affect[ed] the
alleged adverse balance just as much
as goods from foreign countries’."
When the free traders’ resignations
were on the table nothing com-
parable to Hailsham’s face-saving
formula was proposed and the Con-
servatives quietly welcomed the
resignations.” But a resignation in
September was not the same thing
that it would have been the pre-
vious January, as Snowden fully
understood:

The circumstances then [Janu-
ary 1932] were different from
what they are today [September
1932]. The budget had been bal-
anced on paper, but it remained
to be seen what the actual result
would be at the end of the finan-
cial year ... The position of
sterling was at that time uncer-
tain. Neither of these reasons for
maintaining the compromise of

last January any longer exists.®

Samuel concurred. ‘A great deal’, he

suggested, had been accomplished:

[T]he Budget has been balanced,
borrowing for the Unemploy-
ment Fund has ceased, the £
sterling is safe, the success of
the Conversion Scheme has
shown that British credit has
been fully re-established, the
Lausanne Conference has begun

The evidence
suggests that
Hailsham's
fundamental
aims never
changed.

He sought
to maintain
the all-party
character of
the National
Government
while its
policy basis
remained
unresolved,
butnotasa
permanent
feature of
the political
landscape.

successfully the work of remov-
ing the impediments which
reparations and war debts have
raised against the recovery of

world trade.

In this situation the Liberal minis-
ters did not

think it possible to apply the
‘agreement to differ’ to the
present situation. Such a con-
stitutional anomaly may be
introduced once in the face of
agrave and imminent national
danger. It is not possible to
repeat it when the national
emergency, in the sense in which
it existed last summer or last Jan-
uary, has been overcome, with-
out stultifying ourselves, and
thereby ending whatever value
our co-operation in the Govern-

ment may have possessed.®

Importantly, despite the free trade
resignations, MacDonald, San-
key and J. H. Thomas all remained
in post. The ‘national’ character

of the ministry was further pre-
served by the appointment of addi-
tional members of Simon’s Liberal
National group.

The suspension of the doctrine of
collective Cabinet responsibility
was controversial and was bound

to incur condemnation from the
government’s opponents. MacDon-
ald expected that ‘the usual pun-
dits will declare that it is violating
[the] constitution’.s An editorial

in the Manchester Guardian labelled
the measure an ‘indecent specta-
cle’ and claimed that there was ‘no
case at all for scrapping the cardi-
nal principles on which all British
governments have rested’.*° One
periodical described it as a ‘negative
achievement’ and Labour leaders
were predictably dismissive.”” The
‘Agreement to Differ’ contradicted
Lord Melbourne’s nineteenth-cen-
tury dictum that Cabinet ministers
must all say the same thing in public
regardless of private disagreements.
Labour’s J. R. Clynes maintained
that

the Government cannot agree
except on one thing, and that
is they should hang together
in office and be free to speak
and vote against each other in
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parliament ... The people who
can only offer you this farcical
make-believe of unity are saying
that it is done to keep the nation
united.®®

Many historians have also viewed
the agreement unsympathetically.
A.]J. P. Taylor claimed it was ‘a

last, and rather absurd, obedience
to the facade of national unity’.*
More recently, David Wrench has
accepted the agreement’s usefulness
in terms of crisis resolution, but
claims that it was ‘hastily devised,
apparently with little thought
about how it would work in prac-
tice”. Writing in 2004, he adds, ‘it
was never to be repeated’”° But such
criticisms fail to take into account
the contemporary fear of the effect
the resignations might have had on
international confidence in ster-
ling, particularly as MacDonald’s
National Labour group might well
have followed the free traders out
of office at that time. To this extent
the national interest coincided with
the narrower interests of the Con-
servative Party. The subsequent
improvement in Britain’s balance of
payments suggested that the intro-
duction of protection had a benefi-
cial effect.

Parallels between the ‘Agree-
ment to Differ’ of 1932 and the
‘agreements to differ’ of the Cam-
eron—Clegg coalition should not
be overdrawn. The expedients of
2010 differed from the earlier prec-
edent as they were agreed, before
and not after the government was
formed.” The 1932 arrangement
allowed front bench ministers to
speak against the government’s
proposals and enter the opposition
lobby in the Commons, whereas
only Liberal Democrat backbench-
ers were afforded the freedom to
speak against and abstain in the cor-
responding debates of 2010. Unlike
1932, ministers were expected to
support the government. The bill
that increased tuition fees was even
introduced by a leading Liberal
Democrat, the Business Secretary,
Vince Cable. His department is
responsible for universities.”” The
precedent of 1932 should be recog-
nised as a coup for Hailsham and
the Conservative Party. They sac-
rificed little while their contentious
policy was enacted. Perhaps inad-
vertently, it did serve their ongoing
aim during the inter-war period
of facilitating the return of a stable

The prec-
edent of 1932
highlights
the particu-
lar difficul-
ties faced

by the jun-
ior partners
in coalition
government.
Theirsis
always likely
to be the
greater sac-
rifice in any
exercise of
compromise.
And even
the most
ingenious

of devices

to allow for
deeply held
differences
of opin-

ion will not
necessarily
work to their
longer-term
advantage.

two-party system, which excluded
the Liberal Party but which simul-
taneously took over for themselves
as much as possible of the still con-
siderable ‘liberal vote’. The for-
mal split within the Liberal ranks
during 1931-2 and the party’s near
extinction in the post-war era were
the logical consequences of these
Conservative efforts.

It is not implied that the Con-
servative ‘concession’ over tuition
fees in 2010 was designed simply
to nullify Liberal Democrat dis-
sent and keep that party on board in
the short-term, while sharing the
burden of responsibility for a con-
troversial policy initiative. That
said, there may be many Tory MPs,
especially in Conservative—Lib
Dem marginal constituencies, who
derive a sense of comfort from the
fact that the Liberal Democrats’
stance on tuition fees is unlikely to
have been forgotten (or in many
cases forgiven) by the voters by the
time of the next general election.
The precedent of 1932 highlights
the particular difficulties faced by
the junior partners in coalition gov-
ernment. Theirs is always likely to
be the greater sacrifice in any exer-
cise of compromise. And even the
most ingenious of devices to allow
for deeply held differences of opin-
ion will not necessarily work to
their longer-term advantage.
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The day Parliament burned down

In the early evening of 16 October 1834, i e L.
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a huge ball of fire exploded through the
roof of the Houses of Parliament, creating
a blaze so enormous that it could be seen
by the King and Queen at Windsor, and
from stagecoaches on top of the South
Downs. In front of hundreds of thousands
of witnesses the great conflagration
destroyed Parliament’s glorious old
buildings and their contents. No one who
witnessed the disaster would ever forget it.

In a joint meeting between the Liberal
Democrat and Conservative History
Groups, Dr Caroline Shenton, Clerk of the Records from the Parliamentary Archives, will give a talk
on her new book about the 1834 fire, The Day Parliament Burned Down.

6.30 pm, Tuesday 20 October
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