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I N D E X 

(C.C. (57) ls t -86th Meetings) 

A 
A D E N 

Security— 
Violation of the frontier by Yemeni troops: appointment of United Nations observers. 

1 (5), 2 (1), 8 (3). 
Measures to be taken. 11 (5). 
Retaliatory air attack. .13(6). 
Claim by the Crown Prince of the Yemen. 80 (3). 

A D M I N I S T R A T I O N O F J U S T I C E 


Review of arrangements. Proposal to appoint a Royal Commission. C. 236, 75 (4). 


A D M I N I S T R A T I V E T R I B U N A L S 


Report of the "Franks Committee" to be published. 51(3). 

Summary of the report. C. 251, 254, 77(3). 

Revised summary. C. 272. 

A F R I C A 

Development of coal resources: conclusions of the Working Party. C P . 10, 2 (5). 


A G R I C U L T U R E / A G R I C U L T U R A L P O L I C Y 
See also— 

FARM PRICES. 

IMPORTS. 

INTERNATIONAL LABOUR ORGANISATION. 

LAND. 

NORTHERN IRELAND. 


Export of live cattle: proposals for control. C. 105, 38(4), 45(8). 

Amendment of the Agriculture Acts. C. 240, 75 (3), 77 (7). 


A I R C R A F T I N D U S T R Y 
See also—-

EGYPT. 
UNITED STATES. 

Future organisation—special enquiry to be held. C. 154, 159, 50(5). 
Enquiry to be carried out by an informal body. 60 (5). 
Construction of jet airliner for B.E.A.—order to Bristol Aeroplane Company. 86 (6). 

A M A L G A M A T E D E N G I N E E R I N G U N I O N ( A . E . U . ) 


See INDUSTRIAL DISPUTES—Motor Industry. 


A N G L O - A M E R I C A N R E L A T I O N S 


See also BERMUDA. 

Anglo-American Co-operation. C.271. 


A N G L O - C A N A D I A N T R A D E 
See CANADA. 

A N G L O - I N D I A N R E L A T I O N S 
See INDIA. 

A R A B S T A T E S 
See MIDDLE EAST. 

A R M E D F O R C E S 
See also— 

DEFENCE POLICY for reduction of forces. 
GERMANY for cost of British forces there. 

, WESTERN EUROPEAN UNION. 
Future organisation: titles for proposed new brigades; proposal to abolish regimental cap 

badges. C. 144, 49 (4). 



ASSOCIATED SOCIETY OF LOCOMOTIVE ENGINEERS A N D FIREMEN (A.S.L.E.F.) 
See-

INDUSTRIAL DISPUTES—Railways. 

TRANSPORT. 


ATOMIC ENERGY/ATOMIC ENERGY AUTHORITY 
See also— 

INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT. 

INTERNATIONAL COURT OF JUSTICE. 

UNITED NATIONS. 

UNITED STATES. 


Accident at Windscale. White paper on Sir William Penney's findings; further enquiry by 
the Chairman of L C I  . 78 (4). 

Revision of the civil nuclear power programme. C . 43, 14(5). 
Review of arrangements for conducting next nuclear weapons test. 17 (4). 
Further tests of megaton weapons; dates advanced. 57 (1). 
United Kingdom nuclear power programme. Financing of. C . 43, 199, 202, 253, 14(5), 60(6), 

67(4), 77(5). 

AUSTRALIA 

Administration of Christmas Island transferred from Singapore to Australia. C . 51, 15(4). 


B 
BALLISTIC ROCKETS 


See PARLIAMENT. 


BAGHDAD PACT 
Supply of arms to member countries. 2 (1). 

BANK RATE 
See also ECONOMIC SITUATION. 
Alleged leakage of information. Opposition suggestion for investigation by a Judge of the 

High Court rejected. 72 (6). 
Lord Chancellors enquiry. 74 (1). 

Appointment of a tribunal of enquiry. 80(2). 

Evidence to the tribunal—disclosure of Cabinet proceedings. 81 (3). 


BERMUDA 
See also CABINET. 
Prime Minister to meet President Eisenhower. 4(8). 
Meeting arrangements. 10(3). 
Progress in the discussions. 22 (3), 23 (1). 
Prime Ministers notes used for opening statements. C. 88. , 

BETTING A N D GAMING 
See LEGISLATIVE PROGRAMME, 1957-58. 

BEVERIDGE, LORD 
Motion on Oxford roads. C . 25, 10(7). 

BOMB TESTS 
See ATOMIC ENERGY. 

BRITANNIA AIRCRAFT 
See also CIVIL AVIATION. 
Proposed sale to the United States. 61 (3). 

BRITISH BROADCASTING CORPORATION (B.B.C.) 
See BROADCASTING. 

BRITISH EUROPEAN AIRWAYS (B.E.A.) 
See AIRCRAFT INDUSTRY. 

BRITISH FORCES IN EUROPE 
See WESTERN EUROPEAN UNION. 

BRITISH HONDURAS 
London negotiations with the Guatemalan Minister suspended. 81 (10). 

BRITISH OIL COMPANIES 
See-

HAIFA. 

MIDDLE EAST. 
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BRITISH OVERSEAS AIRWAYS CORPORATION (B.O.A.C.) 
See CIVIL AVIATION. 

BRITISH TRANSPORT COMMISSION (B.T.C.) 
See-

FUEL AND POWER. 

INDUSTRIAL DISPUTES—Railways. 

TRANSPORT. 


BROADCASTING 
See also OVERSEAS INFORMATION EXPENDITURE SERVICES. 

B.B.C.—Party political broadcasts. Unwillingness by I . T . A . to relaying. 7 (51. 
Fortnight rule—continued suspension. 49 (2). 

c 
C A B I N E T 

See also BERMUDA. 
Welcome to new administration. 1 (1). 
Responsibility during Prime Ministers visit to Bermuda. 21 (4). 
Disclosure of proceedings. 20 (7). 
Government policy—Public statements by Ministers whilst overseas. 45 (1). 
Transaction of Cabinet business—burden on Ministers. C. 269, 83 (4). 

C A N A D A 
See also— 

COMMONWEALTH AFFAIRS. 

POLIOMYELITIS. 

TRAVEL ALLOWANCE. 


" UNITED STATES. 

Offer to divert proportion of imports from the United States to United Kingdom. C. 164, 56 (7). 
Queen's visit. 76 (1). 

C A N C E R O F T H E L U N G 
Connection with tobacco smoking—statement by the Minister of Health. C. 135, 45(5). 

C H A N N E L T U N N E L 
Examination of potential value of construction. C. 104, 37 (3). 
N o pressing need—survey by British and French tunnel companies. C. 174, 57 (8). 

C H I N A 
See also— 

E A S T - W E S T TRADE. ' 
UNITED NATIONS. 


United Kingdom policy on control of trade. 43 (3). 

Representation at U.N.O.: support for United States policy. 57(3). 


\ ' -

C H R I S T M A S I S L A N D 
See AUSTRALIA. 

C I V I L A V I A T I O N 

Investment in Turkish National Airline for Viscount aircraft—B.O.A.C. proposal. C.124, 
42 (6). 

Use of sub-standard aircraft by independent airlines; restriction removed. 43(10). 
Britannia aircraft— 


Development. 67 (6). 

Problems arising—Committee of Ministers to consider. C. 228, 233, 73 (2). 

Interim report. C. 252, 77 (4). 


Independent airlines—Proposal for night stop at Luxor on services to Nairobi and Salisbury. 

Decision deferred. . C. 224, 72 (5). 


C I V I L E S T I M A T E S , 1 9 5 & - 5 9 
See GOVERNMENT EXPENDITURE. 

C O A L 
See also— 

AFRICA. 

FUEL AND POWER. 

INDUSTRIAL DISPUTES. 


Price increase authorised. 38 (6). 



COLONIAL AFFAIRS 

See also COMMONWEALTH AFFAIRS. 

Financing of Colonial development. C. 130, 44(1). 


COMMERCIAL POLICY 
N.F.U. pressing for duly on imports of subsidised French potatoes. 41 (4). 
United States to increase tariff on imported wool goods. United Kingdom Government to 

protest. 43 (4). 
Governments attitude towards proposed Free Trade Area. White Paper published. 8 (2). 
Association of Overseas territories with the Customs Union and a Free Trade Area. C . 81, 

106, 107, 29 (3), 37(4), 38(5). 
Constitution of a Free Trade Area. Progress. Denmark and the treatment of agricultural 

products. 43 (8). 
Preparations for forthcoming negotiations on the Free Trade Area. Responsibility of the 

Paymaster-General. 61 (2). 
Agriculture in the context of the Free Trade Area: report by officials. C . 188, 62(1). 
Basis for forthcoming negotiations. C . 218, 219, 220, 221, 222, 72(3). 

COMMITTEES 
To review the National Insurance Scheme. 13(2). 
To consider future value of Cyprus as military base. 29 (5). 
To review developments in disarmament discussions. 46(1). 
To consider local authorities' claim to share of proceeds of re-rating. 48 (5). 
To consider problems arising from development of Britannia aircraft. 73 (2). 
To examine disinflationary measures to be adopted and their public presentation. 67 (2). 

COMMONWEALTH/COMMONWEALTH AFFAIRS/COMMONWEALTH RELATIONS 
See also— 

AFRICA. 

AUSTRALIA. 

CANADA. 

COLONIAL AFFAIRS. 

COTTON INDUSTRY. 

CYPRUS. 

GHANA. 

INDIA. 

JUTE INDUSTRY. 

N E W ZEALAND. 

PRIME MINISTER. 

TARIFF POLICY. 


Extent of United Kingdoirfs assistance to economic development. Provision of capital and 
technical assistance. C 129, 131, 44(1). 


Role of the United Kingdom. Draft White Paper. C 160, 51 (7). 

Revised draft and publication. 56 (6). 

Meeting of Finance Ministers. September, 1957. 


Memorandum for discussion prepared by the Canadian Government. Proposal for 
Commonwealth Economic Conference. United Kingdom attitude. C. 187, 62(2). 

Briefs for the Meeting. C. 213, 69(4). 
Proposed Commonwealth Economic Conference. C. 200. 
Anglo-Canadian Trade discussions. 

United Kingdom line in forthcoming neeotiations. Preliminary discussions to be held. 
62 (2). 

Briefs for the Meeting. C. 213, 69 (4). 
Federation of Rhodesia and Nyasaland. 

Constitution Amendment Bill to receive Royal Assent. C. 248, 76(5). 
Joint announcement and declaration following discussions on Federal constitution. C. 108. 
Report by the Commonwealth Secretary on his visit, October, 1957. C. 247. 

COMMUNICATIONS 
Interception. Report of Committee of Privy Councillors. C. 246, 76 (6). 

COPPER WIRE 
See EAST-WEST TRADE. 

COTTON INDUSTRY 
See also SUDAN. 
Voluntary restriction on imports. Negotiations between Lancashire, India, Pakistan and 

Hong Kong. C. 61, 173, 20(4), 56(8). 
Alternative "peril point" scheme. C. 185, 60(7). 
Voluntary agreement with India and Pakistan. Limit on exports from Hong Kong. 68 (1). 



C Y P R U S 
See also NORTH ATLANTIC TREATY ORGANISATION. 

Lord Radclifle's constitutional proposals. Outcome of discussions with Archbishop Makarios. 


Proposed statement. C. 4, 2 (4). 
Transfer of prisoners from Cyprus to prisons in the United Kingdom. 4 (6). 
United States Government resolution on Cyprus in the United Nations. 6 (1). 
Greek terrorism. United Nations debate. 12(4). 
NATO offer to consider Cyprus problem. C.49, 58, 13(4), 15 (6), 16(8). 
Acceptance of NATO offer. Terms of Archbishop Makarios' release. C . 71, 21 (1), 22(2). 
Statement on NATO offer. C.72. 
Announcement of Governments policy. 24(1). 
Relaxation of emergency regulations. Terms of Archbishop Makarios' appeal to EOKA. 

C  . 77, 23 (4). 
Archbishop's release. Parliamentary statement. 25 (4). 
Cyprus as a British military base. Implications. Committee to consider future value. 29 (5). 
Statement on Cyprus by Turkish Prime Minister. 34(1). 
General Service medals for service in Cyprus. 35 (7). 
Tripartite conference on future of Cyprus. Invitations to the Greek and Turkish Governments. 

48 (3). 
New approach to the problem. Issues involved. C . 161, 51(6), 52(1). 
Arrangements for an International Conference on Enclaves of British territory and constitutional 

issues of a condominium. C . 178, 59(2). 
United States support for a tripartite conference. 60 (3). 
No reply from Greece. 63 (3). 
Greek allegations of ill-treatment. Sub-Commission of the European Commission on Human 

Rights to investigate. C . 258, 78(9), 81 (11). 
Secretary-General of NATO to promote tripartite conference. 78 (9). 
Summary of diplomatic action already taken to' solve problem. Retention of certain enclaves 

under United Kingdom control. Problems of a condominium. C . 265, 275, 276, 81 (11). 
External defence, C. 184. 

D 

D E F E N C E E S T I M A T E S , 1 9 5 8 - 5 9 . 
See GOVERNMENT EXPENDITURE. 

D E F E N C E P O L I C Y / P R O G R A M M E 
See also— 

ECONOMIC SITUATION. 


GOVERNMENT EXPENDITURE. 


Statement on defence, 1957. Draft White Paper. C  . 69, 21 (2). 

Revised draft. C. 79. 
Further revised drafts. C . 80, 84, 26 (1), 28 (2). 

Future of national service. C . 91, 32(2). 
Effects on industry of reductions in the defence programme. Proposals for dealing with 

surplus labour. C  . 155, 51 (5). 
Various proposals on policy to be embodied in Parliamentary statement. 54. (3). 
Recruitment for the armed forces. Improved accommodation. Increased allowances deferred. 

Independent Committee set up. C . 257, 78 (8). 
Air defence of the United Kingdom—Fighter Command not to be disbanded. 86(5). 

D E N M A R K 
See COMMERCIAL POLICY. 

D E V E L O P M E N T A R E A S 

Proposals for revision of the schedule. C. 112, 116, 147, 40(5), 49(7). 
Revision to be achieved by degrees. Extensions to Government-owned factories. Financial 

responsibility of private companies in occupation. C. 171, 57 (6). 

D O L L A R E X P E N D I T U R E 
See TRAVEL ALLOWANCE. 

E 
E A S T - W E S T T R A D E 

Export of copper wire to Soviet Union by Crompton Parkinson and Aberdare Cables C 22 
26, 8(6), 13(7). ' ' ' 

Relaxations in control over trade with China. 43 (3). 
Restriction on export of copper wire to the Soviet Union. C. 223, 72(4), 76(3). 



ECONOMIC AFFAIRS/POLICY/SITUATION 
See also— 

GOVERNMENT EXPENDITURE. 
SOCIAL SERVICES. 

Proposals for economies in Government expenditure. Defence, National Health Service, 
Civil Defence, Nationalised Industries, Housing. C . 16, 17, 19, 20, 2 (3), 5 (2). 

Monetary policy. Reduction on bank rate. 8 (2). 
Economic Survey, 1957. C . 65, 20(6). 
Economic cost of industrial disputes. C . 182, 60 (4). 
Disinflationary proposals— 

Bank rate. C . 194, 195, 66(2), 67(2), 68(3), 6 9 1 ) . 
Bank advances. C . 194, 195, 66(2), 67 (2), 68(3). 
Building control. C . 194, 195, 67 (2), 68 (3). 
Government expenditure. C . 168, 194, 195, 55 (1), 66(2), 67(2), 68(3). 
Hire-purchase. C . 203, 67 (2), 68 (3). 
Housing programme. C . 212, 68(3). 
Investment: public and private sector. C . 168, 194, 195, 55 (1), 66(2), 67(2), 68(3). 
Wage increases. C . 168. 194, 195, 55 (1), 66 (2). 
Public presentation of disinflationary measures. C . 225, 71 (1). 
Enforcement of policies adopted to safeguard sterling. C . 230, 73 (3). 

EDINBURGH, H.R.II. THE DUKE OF 
Conferred with title (H.R.H. The Prince'Philip, Duke of Edinburgh). 13(1). 

EDUCATION 
See also WILTON PARK. 
Future policy. Increased expenditure on buildings, teachers and university awards. C . 23, 8 (7). 
Proposal for three-year training

42 (5). 
Capital expenditure in 1958-60.

 course for teachers. Implications to be examined.

 Measures for reduction. C . 229, 73(5). 

 C . 123, 

EGYPT 
See also— 

SUDAN. 
SUEZ CANAL. 

Termination of Anglo-Egyptian Agreement of 1954. Issues arising. C. 9, 4(1). 
Sale of Viscount aircraft to Egypt. 61(3), 63(4). 
Financial discussions with Egypt suspended. 73(1). 

Discussions resumed. 78 (3). 
Stage readied in discussions. C. 267, 79 (1), 80(3). 

ELECTIONS 
Use of cars to take voters to the poll. Section 88 of Representation of the People Act, 1949, 

to be repealed. C . 207, 71 (4). 

ELECTRICITY INDUSTRY , 
See— 

INDUSTRIAL DISPUTES. 

MONOPOLIES AND RESTRICTIVE PRACTICES. 

PARLIAMENT. 

PENSIONS. 


ELECTRICAL TRADES UNION (E.T.U.) 
Election of new members. Allegations of irregularity in proceedings. C. 294, 85 (3). 

ENGINEERING INDUSTRY 
See INDUSTRIAL DISPUTES. 

EUROPE 
Development of EURATOM on military and civil lines. United States reaction. 1 (4). 

EUROPEAN COMMISSION ON HUMAN RIGHTS 
See CYPRUS. 

EUROPEAN CUSTOMS AND ECONOMIC UNION 
See COMMERCIAL POLICY. 

EXPORT CREDIT 
See INDIA. 



EXPORT OF AIRCRAFT 
See— 

EGYPT. 

IRAQ. 

UNITED STATES. 


F 
FARM PRICES 

1957 Review. 
Governments policy in forthcoming negotiations. C . 28, 29, 10 (1). 
Settlement offer. C . 35, 11 (2). 
Revised guarantees for a settlement. C . 60, 16(4), 17(12), 18(1). 
Improved settlement at £14£ millions authorised. Procedure of review to be examined. 

19(1). 
White Paper. C. 73. 

FEDERATION OF RHODESIA A N D N Y A S A L A N D 
See COMMONWEALTH. 

FOREIGN AFFAIRS 
See also appropriate headings, e.g., FRANCE. 
Report on Foreign Secretary's visit to Rome. - 2 (1). 

FRANCE 
See-

COMMERCIAL POLICY. 

GERMANY. 


FRANKS COMMITTEE ON ADMINISTRATIVE TRIBUNALS 
See ADMINISTRATIVE TRIBUNALS. 

FREE TRADE A R E A 
See COMMERCIAL POLICY. 

FUEL A N D POWER 
See also COAL. 
Price policy— 

Proposals. C. 82, 29 (4), 38 (6). 

Implications of proposals for the B.T.C. C. 83, 86, 29 (4), 38 (6). 

Practice of the Post Office on price policy. C. 109, 38 (6). 

Increased coal prices. C. 82, 38 (6). 


G ^ .. . . -
GERMANY 

Reunification. Resumption of discussions with the United States, France and Germany. 
New Working Group constituted. C. 53, 2(1), 16 (7). 

Contribution towards cost of British forces in Germany. 4 (5), 8 (4). 

GETHIN, MR. 
See TRANSPORT. 

GHANA 
See also PARLIAMENT. 
Independence celebrations. United Kingdom contribution. 7 (4). 
Interests of the Ashanti and Northern territories. Visit of H.R.H. the Duchess of Kent. 8 (5). 
Presentation from United Kingdom on attainment of independence. 12(3). 
Recent events. C. 210, 215. 

GOVERNMENT BUSINESS 
Main problems facing Government during Prime Ministers Commonwealth Tour. C. 296, 

86(2). 

GOVERNMENT EXPENDITURE -
See also— 

ECONOMIC SITUATION. 


SOCIAL SERVICES. 


Supplementary Estimates, 1957-58. C.282. 
Economies proposed. Increases in health service contribution, school meals, welfare milk. 

C. 16, 17, 19, 20, 31, 36, 7 (1), 11 (4). 

Civil and Defence estimates, 1958-59. C. 295, 297, 298, 86(4). 




GOVERNMENT RECORDS 
Public inspection after fifty years. C. 244, 80 (5), 86 (3). 

GREECE 
See-

CYPRUS. 

NORTH ATLANTIC TREATY ORGANISATION. 

GUATEMALA 
London discussions with a delegation from British Honduras suspended. 81 (10). 

H . 
HAIFA 

Closure of oil refinery by the British Petroleum Company. 84(6). 

HEBRIDES 
Establishment of a rocket range. Revised arrangements. C. 285, 82(4). 

HIRE-PURCHASE 
See ECONOMIC AFFAIRS. 

HOME GUARD 
Gradual lapse. C. 118, 40(2). 
Disbandment. C. 128, 45 (3). 

HONG KONG 
See COTTON INDUSTRY. , , 

H O R N OF AFRICA 
Future of Somalia and British Somaliland. C. 38, 15(5). 

HOUSE OF COMMONS 
See also— 

PARLIAMENT. 
PUBLIC SERVICE SALARIES. 

Redistribution of Seats. 
Report on discussions with Opposition leaders. Legislation to amend 1949 Act. C. 208, 

71(3). 

HOUSE OF LORDS 
See also PARLIAMENT. 
Expenses of Peers. 

Proposal for introduction of salaries for Peers. C. 42, 14 (6). 
Further plan for scale of payments included in reform proposals. C. 110, 111, 41 (2). 

Reform. 
Proposals for limited scheme. Introduction. C. 110, 111, 41 (2), 42 (3). 
Tactics for debate. C. 227, 73 (6). 
Life peerages for men and women. Attendance of hereditary peers. C. 263, 281, 81 (8). 
Homosexual Offences and Prostitution. Debate on the Committee's report. Governmenfs 

attitude. 82(3). 

HOUSING POLICY PROGRAMME 
See- " ' 

ECONOMIC SITUATION. 

LAND. 


HUGHES HALLETT, VICE-ADMIRAL J. 
Claim to reiired pay. Negotiated settlement sought. C. 139, 47 (3). 

I 
I M P E R I A L C H E M I C A L I N D U S T R I E S ( L C I . ) 

See ATOMIC ENERGY. 

I M P O R T S 
See also— 

COMMERCIAL POLICY. 


COTTON INDUSTRY. 


Discontinuance of certain import controls. C . 134, 44(3), 48(4). 
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INDEPENDENT TELEVISION AUTHORITY (I.T.A.) 
See BROADCASTING. 

INDIA 
See	 also— 

COTTON INDUSTRY. 

KASHMIR. 


Limitation on export credit imposed. 63 (6), 64 (4). 
Suggestions from High Commissioner in India for improving relations. C. 149. 
Internal political situation. C. 245. 

INDUSTRIAL DISPUTES 
Economic cost. C. 182, 60 (4). 
Coal. 

Forthcoming wage claim. Settlement proposals. 24 (2). 
Covent Garden. 

Strike of fruit and vegetable workers. Situation under review. 52(4) , 56(3) . 
Electricity. 

Dispute over pay differentials. Hope of-settlement. 12(7). 
Forthcoming wage claim. Settlement proposals. 24 (2). 

Engineering industry. 
Wage claim rejected. Unions opposed to arbitration. 21 (3). 
Employers and unions agree to Court of Enquiry. 25 (5). 
Employers agree to discussions preliminary to Court of Enquiry. 26 (2). 
Union to consider suspension of strike action pending Court of Enquiry. 28 (3), 29 (1). 
Recommendations of Court of Enquiry. C. 102, 36 (5). 

Motor Industry. 
Briggs Motor Bodies Ltd., dispute over issue of principle. A.E.U. pressed to defer 

calling strike. 12(7). 
Provincial bus-workers. 

Wages dispute referred to Tribunal. Risk of strike. 52 (4). 
Hope of settlement. 56 (3). 

Railways. 
Wages award to members of A.S.L.E.F. Implementation dependent on settlement of 

N.U.R. claim. 2(6) . 
Wages dispute submitted to arbitration. 17(10). 21(3). 
Settlement on basis of 5 per cent, increase subject to assurances on productivity. 22 (1). 
A.S.L.E.F.	 decline to give assurances. B.T.C. to pay arbitrator award of 3 per cent, 

only. 26 (2). 
N.U.R.	 claim for wage increase. B.T.C. to reject claim pending settlement of claim by 

bus workers. 67 (3). 
Shipbuilding Industry. 

Threat of strike in wages dispute. Prospects of arbitration. 17(10), 19(2), 20(8). 
Hope of settlement. 23 (3). 
Unions rejection of 5 per cent, increase. Court of Enquiry established. 24 (2), 25 (5). 
Strike action suspended. 29 (1). 
Recommendations of Court of Enquiry. C. 102, 36 (5). 

Maintenance	 of essential supplies and services in a major strike. Officials to examine ways 
and means. C. 182, 60 (4). 

Review of machinery for settling wage disputes. 77 (2). 

INDUSTRIAL RELATIONS 
See WAGES AND PRICES. 

INTERNATIONAL BANK FOR RECONSTRUCTION A N D DEVELOPMENT (I.B.R.D.) 
Financing of nuclear power programme. Loan from I.B.R.D. Discussions to be opened. 

60(6), C. 199, 202, 67(4). 
Terms of loan. C. 253, 77 (5). 

INTERNATIONAL COURT OF JUSTICE (I.CJ.) 
Nuclear tests. Acceptance of compulsory jurisdiction withdrawn. New form of acceptance 

to be substituted. 34 (4), 54 (2). 

INTERNATIONAL LABOUR ORGANISATION (I.L.O.) 
Vocational rehabilitation of the disabled. C. 41, 13(9). 
Vocational training in agriculture. Recommendation No. 101 accepted. C. 125, 43 (6). 
Protection of migrant workers in under-developed countries. Recommendation No. 100 

accepted. C. 259, 78 (10). 
Welfare facilities for workers. Recommendation No. 102-accepted. C. 259, 78 (10). 
Abolition of forced labour. Convention No. 105 ratified. C. 259, 78 (10). 
Abolition of penal sanction for breaches of contract of employment by native workers in 

dependent territories. Convention No. 104 rejected. C. 259, 78(10). 



INTERNATIONAL ORGANISATIONS 
Privileges and immunities. Extensions to the Commission for Technical Co-operation in 

Africa South of the Sahara. Approved. C. 279, 82(7). 
Suez Canal Users'Association. Tax liability. Alternative approach to be considered. C. 54, 

15 (7). 

IRAQ 

See also SYRIA. 

Supply of aircraft. 2(1). 


IRISH REPUBLIC 

See also NORTHERN IRELAND. 

Internment of terrorists. 50(3). 


ISRAEL 

See also MIDDLE EAST. 

Gulf of Aqaba. Freedom of navigation. 17 (9). 

British Oil Companies distributing organisation: Arab threat. 52 (3). 

Arab boycott. No independent action. C. 204, 70 (3). 


' ' J 
JOINT INTELLIGENCE COMMITTEE 

Brought within Cabinet committee structure. 82 (1). 

JORDAN 
Termination of 1948 Treaty. Negotiations. C. 18, 1(3), 2(1). 6(2), 9(1), 17(7). 
Over-flying and air-staging rights. 10(6), 36(3), 38(3), 40(1), 43(5). 
Resignation of Prime Minister. Discussion of situation with the United States Government. 

33(5), 34(2). 
Withdrawal of armoured squadron at Ma'an. 35 (2). 
United States support of King Hussein. 36 (3). 
Ceremonial transfer of R.A.F. base at Mafraq. 43 (5). 
Supply of Centurion tanks. United States military aid. C. 190. 63(5). 
American M. 47 instead of Centurion tanks supplied. C. 191, 64(2). 

JUDICIAL SALARIES 
See REMUNERATION OF THE LOWER JUDICIARY. 

JUTE INDUSTRY 
Reduction in degree of protection. Draft Parliamentary statement. C. 166, 52 (6). 
Protest from representatives of industry. Reduction to stand. Possible reduction in price 

of exports from Pakistan. 53 (2). 

K 
KASHMIR 

Question of future status. Resolution in the Security Council. 1 (7). 

KENYA 

Changes in constitutional arrangements. C. 266, 80 (6). 
L 

LAND 
Agricultural land at Lymm for housing purposes. 

Application from Manchester Corporation to be considered by Committee of Ministers. 
C. 92, 33 (3). 

Conclusions of the Committee. Application to be submitted to an independent enquiry. 
C. 140, 47 (2). 


Terms of reference of public local enquiry. C. 156, 49(10). 

Compensation	 for compulsory acquisition. Possibility of legislation to amend the basis of 

assessment. C. 239, 74(4). 

LAW OF THE SEA 
See TERRITORIAL WATERS. 
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LEGISLATIVE P R O G R A M M E — 1 9 5 6 - 5 7 SESSION 
To include Bill to amend the Naval Discipline Act.
Review. Credit Trading. House of Lords Reform.

National Health Service. 20(3). 

 C. 13, 6(3). 
 Malta. Malaya. Geneva Conventions. 

LEGISLATIVE P R O G R A M M E - 1 9 5 7 - 5  8 SESSION 
Provisional
Preliminary

 programme.
 discussion.

 C. 132, 45(4). 
 59(4). 

Betting and Gaming
59 (3), 71 (5). 

 Bill. Introduction deferred. Draft heads of clauses. C. 179, 206, 

To include Bill for Local Government Reform. 71 (6). 
Revised programme. C. 242, 75 (7). 

LIBYA 
Future policy discussions with the United States. 1 (2). 
Level of financial assistance. Supply of British equipment financed by United States. 

84(7). 
Report on discussions with the United States. C. 8. 

LOCAL GOVERNMENT ELECTIONS 
Public speeches by Ministers. 81 (4). 

LOCAL GOVERNMENT FINANCE 
See also COMMITTEES. 
Reform. Progressive introduction of industrial re-rating. Block grant to substitute specific 

grant. C P . (56) 282, 287, 289, C . 21, 4 (7), 7 (2). 
Draft Parliamentary statement. C. 24, 9 (2). 
Revised draft approved. C. 30, 10(2). 

Draft White Paper on Government^ proposals. C. 148, 48(5). 
Local authorities claim to share of proceeds of re-rating. 49 (9). 

LOCAL GOVERNMENT ORGANISATION 
See also LEGISLATIVE PROGRAMME—1957-58 SESSION. 
Functions between county councils and county district councils. Draft White Paper on 

redistribution. C. 94, 35 (4). 
Greater London. Structure of local government. Royal Commission to investigate. C. 152, 

49(8). 

LONDON FARES 
See TRANSPORT. 

LONDON TRAFFIC 
Park Lane scheme approved. C. 40. 45, 14(10). 
Scheme to proceed. 77 (6). 

LYMM 
See LAND. 

. M 
MAKARIOS, Archbishop 

See CYPRUS. 

MALAYA 
Presentation from the United Kingdom on attainment of independence. C. 163, 51 (8). 

MALTA 
Integration with United Kingdom. Proposals for economic assistance. C. 76, 23 (5). 
Integration by stages. C. 98, 35 (6). 
New offer for integration. C. 113, 38(7). 
Impact of defence economies. C. 114, 38(7). 
Proposals for integration rejected. Further proposals on establishment of new industries. 

43 (9). 
Basis for resumed negotiations. C. 169, 55(3). 
Course of discussions on future relations. 78 (1). 
Proposals for constitutional development. C. 262, 80 (4). 

Revised proposals. C. 291, 84(10). 
Naval dockyard. Possible commercial use by Vickers-Armstrong. C. 268, 80 (4). 
Talks with Mr. Mintoff. Report by the Colonial Secretary. C. 183. 
Naval dockyard: observations of the Maltese Government. C. 278. 

MANCHESTER 
See LAND. 



MEDALS A N D AWARDS 
See— 

CYPRUS. 
PORT SAID. 

MIDDLE EAST 
See also— 

A D E N . 

EGYPT. 

IRAQ. 

JORDAN. 

LIBYA. 

OVERSEA INFORMATION EXPENDITURE. 


Tour of Members of Parliament. 1 (6). 
Soviet accusation of intervention by force. 73 (1). 
British oil companies. Distributing organisation in Israel withdrawn as result of Arab threat. 

52(3). 
Arab boycott of Israel. No independent action. C. 204, 70 (3). 
Extension of Syrian oil pipeline by the Iraq Petroleum Company. Support of the Shell 

Company. 78 (7). 
Oil transport. C. 167. 

MILFORD H A V E N 

Establishment of a conservancy authority. Authority for legislation sought. C. 44, 14 (9). 

MINISTERS 
See- ' , .... 

CABINET. 
LOCAL GOVERNMENT ELECTIONS. 

Visits overseas. Public statements on Government policy. 45(1). 
Remuneration. 

Increase in salary or separate allowance. Alternative proposals. C. 42, 14 (6). 
Timing of announcement. C. 47, 14(6). 
Revised proposals. Action deferred. C. 57, 16 (5). 
Further revised proposals provisionally approved.

C  . 133, 44 (2). 
Modified proposals. Scheme of insurance. 47 (1). 

Organisation of Ministerial work. C. 64. 

 Draft Parliamentary statement. 

MONOPOLIES AND RESTRICTIVE PRACTICES 
Government view on the report on the electrical industry. C. 193, 67(5). 

MOTOR INDUSTRY 
See also INDUSTRIAL DISPUTES. 
Possible increase in car prices. 23 (3). 

MUSCAT A N D OMAN ' . 
See PERSIAN GULF. 

N 
NATIONAL ASSISTANCE 

Proposed increases. Review of position. C. 260. 

NATIONAL FARMERS' UNION (N.F.U.) 
See COMMERCIAL POLICY. 

NATIONAL HEALTH SERVICE (N.H.S.) 
See-

ECONOMIC SITUATION. 
GOVERNMENT EXPENDITURE. 
WAGES POLICY. 

NATIONAL INSURANCE 
Unemployment benefit. Entitlement of short-time workers. C. 14, 6 (4). 
Committee of Ministers to review scheme. 13 (2). 
Death grant. Recommendation of the Advisory Committee approved. C. 75, 23 (6). 
Superannuation. The Labour Party Plan. C. 241. 

NATIONAL SERVICE 
See also DEFENCE POLICY PROGRAMME. 
Proposals for future call-up. C . 91, 32(2). 
Report by Ministers on future policy. C.l. 



NATIONAL UNION OF RAILWAYMEN (N.U.R.) 
See— 

INDUSTRIAL DISPUTES—RAILWAYS. 

TRANSPORT. 


NATIONALISED INDUSTRIES 
See— 

ECONOMIC SITUATION. 
FUEL AND POWER. 
PENSIONS: 

NAVAL DISCIPLINE ACT 
See LEGISLATIVE PROGRAMME—1956-57 SESSION. 

NEW TOWNS 
Transfer of assets. Government proposals. C. 172, 175, 57 (7). 

NEW ZEALAND 
Progress of trade discussions. 39 (5). 

NIGERIA 
Constitutional development. Declaration of policy on granting of independence. Basis for 

forthcoming conference. C. 120, 122, 42 (4). 

NORTH ATLANTIC COUNCIL/NORTH ATLANTIC TREATY ORGANISATION (NATO) 
See also CYPRUS. 
Secretary-General's forthcoming visit to Athens and Ankara. Reply to his enquiries on our 

future policy on Cyprus. 48 (3). 
Issues of foreign policy that might arise during forthcoming Council meeting. 84 (8). 
Report on the meeting. 85 (5). 
President Eisenhowers message to the Prime Minister following the meeting. 86 (1). 

NORTHERN IRELAND 
Terrorist activities. Representations to the Irish Foreign Minister. C. 5, 6 (6). 
Further representations delayed until after the General Election. 10 (7). 
New arrangements for the agricultural grant. C. 46, 14 (8). 
I .R.A. activity. 50(3). 

NUCLEAR POWER/TESTS 
See-

ATOMIC ENERGY. 
INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT. 
INTERNATIONAL COURT OF JUSTICE. 

O 
O I L 

See also MIDDLE EAST. 
Supplies. Prospects of maintaining present level. C. 2, 7, 3 (3). 
Restrictions relaxed. Validity of petrol coupons extended. Simplified scheme for road 

transport vehicles. C. 37, 39, 12(6). 

Rationing. No extension of preferential treatment. 13(10). 

Further relaxations. Price increases of oil products. C. 66, 67, 20 (1). 

Continuance of petrol rationing. 33 (6), 34 (5). 

Reduction in prices. 36(2). 

End of rationing. 39 (3), 40 (4). 


O L D - A G E P E N S I O N S 
Alternative proposals for increased pensions. Existing scheme or comprehensive scheme. 

Comprehensive scheme favoured. 40 (3). 
Scheme based on graduation of contributions and benefits in relation to earnings. Reactions 

of insurance companies to be sought. C. 165, 54(4). 
Legislation in two stages. Increased pension payable by Christmas. Administrative arrange

ments needed. C. 176, 56 (5). 
Effective date and amount of increases in benefits and contributions. C. 177, 180, 181, 58 (1), 

186, 61 (4). 
Supplementary pension scheme on graduated basis. Contracting-out provision. Officials to 

prepare detailed scheme. 61 (4). 
Tobacco concession withdrawn. 61 (4). 
Further proposals for graduated scheme by comparison with the August plan. C. 205, 214, 

69(2). 
Factual statement of various proposals and implications of each scheme to be prepared for 

further discussion. 70(1). 
Outline of the August and September plans. C. 211, 75(5). 
Further studies to be carried out. 78 (2). 

O M A N 
See PERSIAN GULF. 



OPENING OF PARLIAMENT 
No facilities for television: 

Matter to be reviewed before 1958 Opening. ,74(5). 
OTTAWA T A L K S - V I S I T BY THE PRIME MINISTER 

Report on talks. 76(2). 
OVERSEAS INFORMATION EXPENDITURE/SERVICES 

Broadcasting to the Middle East: increased expenditure. C . 15, 6 (5). 
Future programme: proposals. C. 141, 145, 48(2). 
Draft White Paper. C. 157, 49 (12). 

OXFORD ROADS 
Appointment of a Royal Commission. Lord Beveridge's Motion. C. 25, 10 (9). 

P 
PAKISTAN 

See— 
COTTON INDUSTRY. 

JUTE INDUSTRY. 


PARLIAMENT 
- See also— 

HOUSE OF LORDS. 

PUBLIC SERVICE SALARIES. 

QUEEN'S SPEECH ON OPENING OF PARLIAMENT. 


QUEEN'S SPEECH ON PROROGATION OF PARLIAMENT. 


STOKES, M R . F. R . , M.P. 


. Ghana Independence Bill. Tactics for debate. 6 (7), 7 (4). 
Shops' Bill. Introduction. 22(5), 24(4). 


Amendments. C. 93, 95, 34 (7), 35 (5). 

Deferred. 43 (2). 


Whitsun recess. 43 (2). 

Electricity Bill. Amendments. 25 (2). 

Death Penalty (Abolition) Bill. Second reading. 3(1), 5(1). 

Advertisements (Hire-Purchase) Bill. Debate. 3 (1). 

Breach of privilege. Editor of the Sunday Express to attend at the Bar. 2(2), 3(1). 

Homicide Bill. Third reading. 5(1). 

Members' Fund. Annual grant. Legislation introduced. C. 11, 7 (3). 

Amendments to Bills in the House of Lords. 9 (3). 

Rent Bill. 


Need for guillotine. 4(3) . 
Amendments. C. 32, 11 (1), 15 (8). 

Credit Trading Bill. Introduction. C. 52, 20(2). 
Obscene Publications Bill. Committed to a Select Committee. 25 (3). 
Service Estimates. Revised procedure for debating. 37 (2). 
Cyprus debate. 51 (2). 
Summer recess. 57 (2). 
Mr. G. R. Strauss, M.P. Threat of libel proceedings by the London Electricity Board. 81 (6). 
Christmas recess. 84(1). 
Import Duties Bill. Amendments. 84 (2). 
Ballistic rockets. Private Notice question. 84(3). 
Credit Trading Bill. Provisions of Part II. C. 56. 

Shops' Bill. Government amendments. C. 100. 


PEERS 
See HOUSE OF LORDS. 

PENSIONS 
See also— 

O L D - A G E PENSIONS. 
RETIREMENT PENSIONS. 

Gas and electricity industries. Increases for ex-company pensioners. C. 63, 17(11). 

PERSIA 
United Kingdom assistance following earthquake. 50(2). 

PERSIAN GULF 
Support for the Sultan of Muscat to suppress revolt in Central Oman. 54 (5), 56 (1). 
Future policy. C. 138. 

PETROL 
See OIL. 

POLIOMYELITIS 
Import of Salk vaccine from Canada and the United States. C. 196, 197, 66(1). 

PORT SAID 
General Service Medals. 35 (7). 



POST OFFICE 
Increased postal and telephone charges. C. 158, 52(7), 53(1). 
Engineers' wage claim. C. 243, 74 (3). 

POTATOES, IMPORTS OF 
See COMMERCIAL POLICY. 

PRICE STABILITY 
See WAGES AND PRICES. 

PRIME MINISTER 
See also— 

BERMUDA. 
WASHINGTON TALKS. 


Report on June-July meeting of Commonwealth Prime Ministers. 50 (1). 

Invitation to Washington. 74 (2). 

Bermuda Conference, 1957. Notes used for opening statement. C.88. 

PRIVILEGES A N D IMMUNITIES OF INTERNATIONAL ORGANISATIONS 
See INTERNATIONAL ORGANISATIONS. 

PUBLIC SERVICE SALARIES 
See also— 

H O U S E OF LORDS. 

REMUNERATION OF DOCTORS AND DENTISTS. 


REMUNERATION OF THE LOWER JUDICIARY. 


University professors. Comptroller and Auditor-General. Announcement of increases. C. 68 
20 (5). 

Q 
QUEEN'S SPEECH ON THE OPENING OF PARLIAMENT 

Draft considered. C. 217, 226, 71 (7). 
Revised draft. C. 235, 75 (8). 
Second draft. C.249, 76(4). 
Final text. C. 256. 

QUEEN'S SPEECH ON THE PROROGATION OF PARLIAMENT 
Draft considered. C. 216, 71 (2). 
Revised draft. C. 232, 75 (2). 
Second draft. C . 250, 76 (4). 
Final text. C. 255. 

R -
RAILWAYS 

See INDUSTRIAL DISPUTES. 

REDISTRIBUTION OF SEATS 
See H O U S E OF.COMMONS. 

R E G E N T S PARK TERRACES 
Preservation. Crown Estate Commissioners' proposals. Draft statement. C. 270, 81 (9). 

REMUNERATION OF DOCTORS A N D DENTISTS 

Establishment of a Royal Commission. C P . 11, 3(2). 

Composition and terms of reference. C. 33, 11 (3). 

Interim award to junior staffs. 17 (1). 

Doctors in research establishments. C. 34, 11(3). 

Doctors' dissatisfaction on appointment of a Royal Commission. 13 (8). 
Proposals for an interim award. 16(6). .. . 
Alternative proposals. C. 89, 90, 33 (2). 
5 per cent, interim award granted. 34(8). 

REMUNERATION OF THE LOWER JUDICIARY 

Legislation to give effect to agreed increases. C. 68, 20(5), 33(2), 34(8). 


R E N T RESTRICTION 

See also SCOTLAND. 

Rent Bill. Need for guillotine. 4(3). 

Decontrol of houses of higher value. Amendments to the Bill. C. 32, 11(1), 15(8). 


RETIREMENT PENSIONS 

See O L D - A G E PENSIONS. 




R H O D E S I A A N D N Y A S A L A N D 
See COMMONWEALTH. 

R O A D S P R O G R A M M E 
;See also OXFORD ROADS.

Annual expenditure. Programme to be further examined. C. 137, 45(7). 
Severn bridge. Construction, announcement and cost. C. 273, 274, 283, 289, 84(9). 

R O C K E T R A N G E S 
See— 

HEBRIDES. . . 
WALES. "- ' 

R O Y A L O R D N A N C E F A C T O R I E S 
Closure of seven factories. Further closures possible in 1958. C. 153, 50(4). 

R O Y A L V I S I T S 
Scotland. Use of Comet aircraft. 43(1). 
United States and Canada. 76(1). 

R U S S I A 
See SOVIET UNION. 

S A L E O F A R M S 
Cruisers to Turkey. Terms. 63 (2). 

S A L I S B U R Y , L O R D 
Resignation from the Government. 28(1). 

S C H O O L M E A L S 

See—. ' 
GOVERNMENT EXPENDITURE. 

SOCIAL SERVICES. 


S C O T L A N D 

See also— 
ROYAL VISITS . 
WHITE FISH SUBSIDY. 

Houses owned by Government-sponsored organisations. Increased rents. C. 292, 85(4). 

S E X U A L O F F E N C E S 
See H O U S E OF LORDS. 

S E V E R N B R I D G E 
See ROADS PROGRAMME. 

S I N G A P O R E 
Future constitution: discussions to be opened: United Kingdom proposals. C.48, 15(3). 
Administration of Christmas Island transferred to Australia. 15 (4). 
Report on discussions: difficulty over internal security and The Queen's representation. C. 78, 

27(1). 

S O C I A L S E R V I C E S 
See also GOVERNMENT EXPENDITURE. 

Modifications on welfare orange juice scheme. C. 189, 63(1). 

Increased charges for school meals and welfare milk. C. 31, 36, 11(4). 


S O M A L I A 
Report by officials on future policy on Somaliland Protectorate and the Horn of Africa.' C . 38, 

15(5). 

S O U T H - W E S T A F R I C A C O M P A N Y 
Transfer of control to American interests. C. 50, 14(7), 16(9). 

S O V I E T U N I O N 
See also— 

EAST-WEST TRADE. ' . 
UNITED NATIONS. 

Congress of Rights and Freedom in Russia. Meeting in this country. Law officers opinion 
to be sought. 16 (3). 
No legal barrier. 17(6). 

Changes in the Government. Visits by M.Ps. Publicity of United Nations report on Hungary. 
50(2). 

Launching of an earth satellite. Message of congratulation. 72 (2). 
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STATUES OF SIR WALTER RALEIGH AND JAMES II. C.290. 

STEEL 
New steel strip mill at Newport. 42(1). 
Increased prices. Desirability of proceeding with denationalisation. 49 (6). 
Announcement of increased prices. 56 (2). 

STOKES, MR. F. R., M.P. 
Tribute in House of Commons. Opposition proposal not favoured. 76 (7). 

ST. JAMES'S THEATRE 
Demolition. Public agitation. N o Government intervention. 57 (4). 

STRAUSS, MR. G. R., M.P. 
Threat of libel proceedings by the London Electricity Board. 81 (6). 

SUDAN 
Redemption of Egyptian currency circulating. Final settlement. C. 87, 28 (6). 
Cotton stocks and the Lancashire industry. United Kingdom sterling loan. 69 (3). 

SUEZ CANAL 
Nationalisation by Egypt. British evacuees. 

Public concern. 2 (1). 
Arrangements for assistance. Anglo-Egyptian Resettlement. Board to administer. 

C. 12, 4(2). 
House of Commons statement. 7 (6). 
Proposals for payment of allowances. C. 62, 18 (2). 
Classifying various types of claims. Advances to private individuals. C. 74, 22 (4). 
Sequestrated assets. Interim action for individual claimants. C. 115, 39(4). 
Suez Contractors' employees. Securities held in this country. Activities of the Anglo-

Egyptian Resettlement Board extended. C. 136, 142, 45 (6), 48 (1). 
System of ex gratia advances. 49 (3), 51 (1). 

Withdrawal of Israeli forces. United Nations debate. United Kingdom line. 4 (2), 8 (3), 
10(4), 13(3), 14(2), 15(2). 

Proposals for future control. 30, 32(1). 
Payment of canal dues by British shipping. C. 6, 99, 6(8), 8(3), 10(5), 12(5), 29(2), 33(4), 

35 (1), 38 (2), 39 (2). 
Payment of port dues. 14 (3). 
Interim administration. 17 (8). 
Possible opening of canal. British shipowners to refrain from using. 24 (3), 35 (1), 36 (1). 
Payments between sterling area and Egypt. C. 85, 28 (5). 
Cost of clearing canal. Surcharge on shipping. 52 (2), 70 (4), 78 (7), 82 (6). \ 
Egyptian proposals for operating canal. 34 (3), 39 (2). 
General Keightley's despatch on operations. Statement by the Prime Minister. 60 (2). 
Transit of a Royal Fleet Auxiliary vessel through the canal. 42(7). 
Convention of 1888. Law Officers opinion of the invasion of Port Said. C.55. 

British use of the canal. C. 70. 


SUEZ CANAL USERS' ASSOCIATION (S.C.U.A.) 
See INTERNATIONAL ORGANISATIONS. 

SUPPLY OF ARMS ABROAD 
See— 

BAGHDAD PACT. 

SALE OF ARMS. 

TUNISIA. 


SYRIA 
See also M I D D L E EAST. 
Political developments. Exchanges of view with the United States. 63 (7). 
United States and United Kingdom joint policy welcomed. Nuri-es-Said to enter Iraqi 

Government. 68 (2). 
Extensions of oil pipeline. 78 (7). 

. T 
TARIFF POLICY 

Tariff Bill. Proposal for discontinuance of Mandatory provisions. C. 201, 234, 70(2), 75(6). 

TEACHERS 
See EDUCATION. 

TERRITORIAL WATERS 
Law of the sea. Summarised report of the International Law Commission. C. 127. 



TOWN A N D COUNTRY PLANNING (MINERALS) REGULATIONS 
Berry Head Quarry Company. Application to continue work refused. Amendment of the 

Regulations. C  . 150, 49 (5). 

T R A D E 
See— 

EAST-WEST TRADE. 

N E W ZEALAND. 


TRANSPORT 
Increase in London bus fares. 29 (4), 33 (7). 
Former employee's (Mr. Gethin) allegations of incompetence and waste. B.T.C.'s report 

submitted to independent enquiry. C . 170, 55 (2). 
Enquiry to cover whole purchasing policy. Sir Harold Howitt to conduct. 56 (4). 
Wages policy. Future increases to be met by increased productivity or reduction in scope of 

services. C . 237, 74(3). 
Taxi fares. Surcharge pending review of charging arrangements. 66 (3). 

TRAVEL ALLOWANCE 
Extended to include travel in the dollar area. C . 134, 44(3). 

T U N I S I A 
Supply of arms by the French Government. Conditions. 80(3). 
Tripartite talks on future supply. 81 (7). 

TURKEY 
See— 

CIVIL AVIATION. 

CYPRUS. 

SALE OF A R M S . 


u 
UNEMPLOYMENT BENEFIT 

Entitlement of short-time workers. C. 14, 6(4). 

UNITED NATIONS 
See also— 

ADEN. 

CYPRUS. 

KASHMIR. 

Disarmament Sub-Committee. 
United Kingdom proposals on restraint in conducting nuclear tests. 37(1). 
United States proposals for partial disarmament agreement and Soviet reply. Issues 

involved in disarmament discussions. Draft statement on nuclear tests. Defence 
implications of proposals. C. 143, 146, 151, 46(1). 

Soviet rejection of proposals. Parliamentary debate deferred. 50 (2). 
United States proposal on suspension of nuclear tests. United Kingdom support. 51 (4). 
Proposals by the Western Powers. Publicity. 59 (1). 

Representation of China. Support for United States policy. 57 (3). 

UNITED NATIONS EDUCATIONAL AND SOCIAL CULTURAL ORGANISATION 
(UNESCO) 
Responsibility to remain with the Minister of Education. C. 198, 70(5). 

UNITED STATES 
See also— 

COMMERCIAL POLICY. 

CYPRUS. 

EUROPE. 

GERMANY. 

JORDAN. . 

LIBYA. 

NORTH ATLANTIC COUNCIL. 

POLIOMYELITIS. 

ROYAL VISITS. 

SOUTH-WEST AFRICA COMPANY. 

SYRIA. 

UNITED NATIONS. 


Visit of U . S . S . Nautilus to the United Kingdom. Reception at Portland. Atomic Energy 
Authority to be consulted. 47 (4). 

Proposed purchase of Britannia aircraft. 61 (3). 
United States and Canadian loans. United Kingdom to withhold annual payment of interest. 

84 (4). 



V 

V A T I C A N 
Representative in the United Kingdom. No diplomatic status. C . 1 0 1 , 4 0 ( 6 ) . 

V I S C O U N T A I R C R A F T 
See also CIVIL AVIATION. 
Proposed sale to Egypt. 6 1 (3) . 

, , W - . . 
WAGES A N D PRICES 

Inter-relation of wages, costs and prices. Advisory Council to consider problems. C. 1 0 3 , 
3 6 ( 4 ) , 3 8 (8 ) . 

Problems of establishing Advisory Council. T.U.C. not co-operative. C. 1 1 7 , 3 9 ( 1 ) . 
Terms of reference and title of proposed council. C. 1 2 1 , 1 2 6 , 4 1 ( 3 ) , 4 3 (7 ) . 
Meeting with representatives of industry on proposed advisory council. 5  2 (5) . 
Report of officials on proposed advisory council. C. 119. 

WAGES POLICY 
See also— - -

POST OFFICE. 
TRANSPORT. 


Review of machinery for settling wage disputes. 7 7 (2 ) . 

Statement denning Governments policy on wage claims. 7 8 (5) . 

National Health Service wages. 


Governments refusal to implement wage increase. C. 2 3 1 , 7 3 (4 ) . 

! To be reviewed after six months. C. 2 3 8 , 7 4 (3 ) . 


Minister to receive a deputation. 8 1 (2 ) . 

Governments policy on arbitration. C. 2 6 4 , 2 8 0 , 2 8 6 , 2 8 7 , 8 2 ( 5 ) , 8 3 ( 3 ) . 

Attitude towards individual wage claims and price reductions. C. 2 8 8 , 8 5 (1 ) . 

Statement of principles on wage claims. C.26I. 

WALES 
Proposal for a separate Secretary of State rejected. C I O  , 4 (4) . 
Proposal for appointment of a Minister of State. C. 2 8 4 , 8 3 (2) . 
Extension of two rocket ranges. C. 2 8 5 , 8 2 (4) . 
Appointment of a Minister for Welsh Affairs. Action taken to ensure against criticism. C. 27. 

WASHINGTON T A L K S - P R I M E MINISTER/PRESIDENT EISENHOWER 
Report. Policy for countering Soviet encroachment. Development of new weapons. Atomic 

Energy Act. Use of nuclear weapons. 7 6 ( 2 ) . 

WELFARE MILK 

See GOVERNMENT EXPENDITURE. 


WELFARE ORANGE JUICE 

See SOCIAL SERVICES. 


WESTERN EUROPEAN UNION 

Level of forces to be maintained in Europe. Proposed reduction. 8 ( 3 ) . ' 

Line to be taken at forthcoming meeting of member countries. 1 3 ( 5 )  . 

Possible opposition from French and German Governments. 1 2 ( 5 )  . 

Basis of acceptance of proposed reductions. 1 4 ( 1 )  , 1 5 ( 1 )  . 

Attitude of the French Government towards proposals. 1 7 ( 5 )  . 

Arms Control Agency. Protection of private interests. C. 1 9 2 , 6 4 (3 ) . 


WHITE FISH SUBSIDY 
No change. Increase in subsidy to herring vessels. Inquiry into Scottish fishing industry. 

4 9 ( 1 1 ) 

WILTON PARK 

Educational centre to operate for a further year. C. 9 6 , 9 7 , 3 4 (6) . 


Y " 
YEMEN, THE 


See also ADEN. 

Discussions with the Crown Prince. 8 0 ( 3 )  , 8 1 ( 7 )  . 




T H I S D O C U M E N T I S T H E P R O P E R T Y O F H E R B R I T A N N I C M A J E S T Y ' S G O V E R N M E N T 

Printed for the Cabinet. January 1957 

SECRET Copy No . 42 

C.C. (57) 
1st Conclusions 

CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at 10 Downing Street, S.W.1, 
on Tuesday, 15th January, 1957, at II 30 a.m. 

Present: 
\ The Right Hon. HAROLD MACMILLAN, M.P., Prime Minister. 
ThV Most Hon. The MARQUESS OF The Right Hon. R. A. BUTLER, M.P., 

SALISBURY, Lord President of the Secretary of State for the Home 
Council. Department and Lord Privy Seal. 

The Right Hon. SELWYN LLOYD, Q.C., The Right Hon. PETER THORNEYCROFT, 
M.P.P^ecretary of State for Foreign M.P., Chancellor of the Exchequer 
Affairs. [Items 1-4). 
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 j . The Prime Minister said that at this first meeting of the 
Cabinet under the new Administration he would like to express his 
gratitude for the long and loyal service of old colleagues who would 
no longer be sharing in their counsels. Above all he would like 
once more to voice his deep regret at the resignation of their former 
leader, Sir Anthony Eden. Few men had suffered more grievous 
political misfortune; but his fame and reputation would stand higher 
as time passed and events were seen in their true perspective. 

The Cabinet endorsed these sentiments and asked the Prime 
Minister to send on their behalf a message of affection and gratitude 
to Sir Anthony Eden. 

The Prime Minister extended a warm welcome to Ministers who 
were for the first time attending as members of the Cabinet. 

 2 . The Foreign Secretary said discussions with a United States 
 delegation on our future policy towards Libya were due to begin 

 that day. Our treaty with Libya no longer had a military value 
 commensurate with our present commitment to subsidise the Libyan 

 Government at the rate of some £ 1  2 millions a year. Recent events 
 had tended, however, to alienate Libya from Egypt; and there were 

political advantages in not withdrawing entirely our support of the 
Libyan Government. He hoped that we should still find it possible 
to retain in Libya forces sufficient to uphold the authority of the 
present pro-Western Government, to safeguard our continuing 
interest in air-staging facilities, and to demonstrate that we did not 
intend to allow a vacuum to develop in that country. For the rest 
it would be reasonable to look to the United States to assume the 
major responsibility for providing financial support for Libya, and 
for building up its armed forces to an appropriate level. We might 
be able to help by providing some equipment; but we could 
not accept any commitment in relation to the recurrent costs of the 
Libyan armed forces, nor could we offer the Libyan Government 
financial assistance towards creating a Libyan air force. Our 
commitment might be reduced to a sum of the order of £ 2 millions. 

The Prime Minister said that it was important that in present 
circumstances we should not create the impression of withdrawing 
entirely from the Middle East. On the other hand, as it was evident 
that we could no longer expect to use Libya as a base for operations 
elsewhere in the Middle East, our commitment should be reduced 
to the minimum necessary to safeguard our essential needs in North 
Africa. The discussions with the United States delegation should 
be directed accordingly. 

Discussion showed that the Cabinet were in general agreement 
with this view. 

The C a b i n e t -
Invited the Foreign Secretary to be guided, in the 
negotiations with the United States delegation, by the views 
expressed in their discussion. 

3. The Foreign Secretary said that it now seemed possible that 
Saudi Arabia might .be willing to give some financial support to 
Jordan. In order to avoid the embarrassment to which we should be 
exposed if, as a result, Jordan unilaterally repudiated the Anglo-
Jordan Treaty, he proposed to inform the Jordan Government that 
we had taken note of their desire to terminate the Treaty; that, 
recalling our past friendship with Jordan, we were anxious that our 
future relations with her should be such as to consolidate and 
to promote that friendship; and that we were ready to open 



Europe. 
(Previous 
Reference: 
C M . (57) 3rd 
Conclusions.) 

Aden. 
Security of the 
Protectorate. 
(Previous 
Reference: 
C.C. (54) 48th 
Conclusions, 
Minute 1.) 

discussions on the future of our Treaty relationship with Jordan. 
H.M. Ambassador at Amman had advised that, in view of the trend 
of public opinion in Jordan, we might be more likely to gain than to 
forfeit goodwill by bringing to an end the existing arrangements 
governing the payment of subsidy and the disposition of troops and 
maintaining only our financial contribution to Jordan's development 
programme. 

In discussion there was general agreement that we should now 
approach the Government of Jordan on these lines, on the under
standing that no further instalment of subsidy would be paid until 
the probable outcome of the discussions was clear. 

The C a b i n e t -
Authorised the Foreign Secretary to send a communication 
to the Government of Jordan on the lines proposed. 

4. The Foreign Secretary said that, in a recent discussion with 
the Foreign Minister of Belgium, he had emphasised that any closer 
political association between the United Kingdom and Europe must 
depend on the outcome of the current discussions about our 
membership of a free trade area in Europe. M. Spaak had, however, 
informed him that the French Government were now determined to 
develop as rapidly as possible a capacity to manufacture nuclear 
weapons, with the result that E U R A T O M would be liable to develop 
on military, as well as on civil, lines. The other members of the 
potential common market in Europe were alarmed by this possibility 
and by the risk that Western Germany would follow such a lead by 
France. M. Spaak proposed, therefore, to take an early opportunity 
of warning the United States Government of these developments. 

In discussion it was suggested that the United States reaction to 
E U R A T O M , which had hitherto been favourable, would be liable to 
change for the worse if the organisation assumed a military character. 
On the other hand it might be possible to turn United States anxiety 
on this score to good account in the context of disarmament and of 
the reappraisal of defence policy which was currently being conducted 
by the North Atlantic Treaty Organisation. 

The Cabinet— 
Invited the Foreign Secretary to consider the best means of 
approaching the United States Government about the 
implications of the developments in Europe reported by the 
Foreign Minister of Belgium. 

5 . The Foreign Secretary informed the Cabinet of repeated 
violations of the frontier of the Aden Protectorate by Yemeni troops 
and tribesmen. He had been considering whether it would be in our 
interest to take the initiative in referring this matter to the Security 
Council, and proposing that the United Nations should station 
observers on the frontier to assist in keeping the peace and should 
help in delineating the frontier itself. The Government of the Yemen 
had now, however, notified the Security Council that they reserved 
their right to ask for action towards a settlement of the dispute, and 
to this extent the initiative had passed out of our hands. It was for 
consideration whether we should now confine ourselves to stating our 
case in the Security Council and refrain from putting forward the 
suggestion that United Nations observers should be stationed on the 
frontier. The risk of making this suggestion was that, owing to the 
nature of the treaties On which we relied, our title as the Protecting 
Power might be called in question. 

e 



The Parliamentary Undersecretary of State for the Colonies 
said that the frontier between the Aden "Protectorate and the Yemen 
was based on an agreement with the Turkish Government at the end 
of the First World War which had never been recognised by the 
Imam of the Yemen. Moreover, some of the treaties negotiated in 
the nineteenth century with the local sheikhs in the Protectorate were 
informal in character; and, while the majority of the present sheikhs 
could be expected to remain loyal if doubt was cast on the validity of 
these treaties, there were some who might seize the opportunity to 
attempt to renounce their connection with the United Kingdom. The 
possible precedent for similar action in the case of our other 
Protectorate Treaties, e.g., with Uganda and Somaliland, could be 
very damaging. Discussions with representatives of the Yemen were 
due to take place shortly on the delineation of the frontier; and, 
although it was unlikely that these would yield any useful result, the 
proposal to appoint United Nations observers should be deferred 
until they had been completed. 

In discussion it was suggested that, while it was doubtful 
whether United Nations observers would be able to fulfil any 
satisfactory function in such difficult and mountainous country, 
public opinion was likely to press for their appointment. It might 
therefore be wise to inform the Security Council that, while we 
intended to discuss the delineation of the frontier with the 
Government of the Yemen, we should welcome the help of United 
Nations observers in preventing hostilities in the region of whatever 
frontier was finally agreed. An invitation to appoint observers for 
this limited purpose should preclude any attempt by the United 
Nations to take part in the definition of the frontier or to examine our 
title to the territory which we occupied, while at the same time 
enabling us to retain some initiative before the Security Council. The 
advice of our representative at the United Nations and of the 
Governor of Aden should be sought on this course. 

The Cabinet— 

Invited the Foreign Secretary, in consultation with the 
Parliamentary Under-Secretary of State for the Colonies, 
to seek the advice of the United Kingdom Representative at 
the United Nations and of the Governor of Aden on the 
desirability of inviting the Security Council to appoint 
observers to visit the Aden Protectorate on the basis 
suggested in discussion. 

Middle East. 6. The Foreign Secretary said that the Iraq Petroleum Company 
Tour by were arranging for six Members of Parliament, representing the 
Members of Government and the Opposition Parties, to make a tour of the Middle 
Parliament. East, which would start at Beirut and would include a number of 

places in the Persian Gulf. There was no means of preventing such a 
tour, but the Cabinet should be aware that it involved some risk of 
embarrassing incidents. 

In discussion the point was made that a disproportionate number 
of Members of Parliament had recently visited Israel or were due to 
go there shortly. This proposed tour of Arab countries would do 
something to redress the balance, and the Iraq Petroleum Company 
would no doubt be amenable to representations that the itinerary 
should be arranged in such a way as to reduce the risk of incidents 
to a minimum. 

The Cabinet-


Took note of these statements. 




Kashmir. 7. The Commonwealth Secretary recalled that the agreement 
(Previous reached in the United Nations in 1948-49, whereby the future status 
Reference: of Kashmir would be determined by a plebiscite, had been frustrated 
C M  . (56) 104th by the disputes for which India was largely responsible about the 
Conclusions, timing of military withdrawals, and that all later attempts at 
Minute 10.) mediation had ended in failure. The constituent assembly of 

Kashmir had now passed a resolution purporting to accept the 
inclusion of Kashmir in India. This resolution was inconsistent with 
the earlier affirmation of the Security Council that, pending the 
plebiscite, the constituent assembly was not authorised to reach any 
decision on the future status of Kashmir. Pakistan had therefore 
raised the issue afresh in the Security Council, and we had undertaken 
to support her in doing so. We could rely on the United States and 
other friendly Governments in the Security Council to associate 
themselves with us ; but India would undoubtedly take offence at our 
attitude. 

Thereafter a resolution might be introduced in the Security 
Council, proposing afresh that a plebiscite should be organised in 
Kashmir and that a United Nations force should be despatched to 
supervise it. It would be desirable that this force should be 
established in Kashmir, and that the Indian and Pakistani troops 
should be withdrawn well in advance of the plebiscite itself. Pakistan 
had already offered to withdraw her t roops; but a plebiscite would 
be liable to provoke acute communal strife in India, and the Indian 
Government would probably oppose it by every possible means. 

In discussion there was general agreement that this question 
should be handled in the Security Council in strict conformity with 
the established procedure of the United Nations and that, although 
we ourselves should not take the lead in the discussion, we should 
support an initiative, preferably sponsored by some other country, on 
the lines indicated by the Commonwealth Secretary. 

The Cabinet— 
Invited the Foreign Secretary, in consultation with the 
Commonwealth Secretary, to inform the United Kingdom 
Representative at the United Nations of the views expressed 
in the Cabinefs discussion. 

Cabinet Office, S.W.1, 

15th January, 1957. 
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Foreign Affairs.
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3	 C C . 2 (57) 

 1. The Foreign Secretary said that his recent visit to Rome had 
 been of value. He had received a cordial welcome and had held 

some useful discussions. He had been impressed by the extent 
to which members of the Italian Government understood and 
appreciated the objectives of the Anglo-French operation against 
Egypt. 

The Cabinet— 
(1) Took note of this statement. 

The Foreign Secretary said that, in view of the forthcoming 
 elections in Western Germany, it was desirable that discussions on 

 German reunification should now be resumed, between the United 
 States, United Kingdom, France and Germany, at the point where 

 they had been left at the end of the second Geneva Conference. 

The Cabinet— 
(2) Authorised	 the Foreign Secretary to arrange for the 

resumption of discussions with the United States, France 
and Germany on the reunification of Germany. 

The Foreign Secretary said that a note offering to discuss the 
 future of the Anglo-Jordan Treaty had been sent to the Government 

 of Jordan in pursuance of the Cabinefs decision of 15th January. 
 It now appeared, however, that Egypt, Saudi Arabia and Syria had 
 undertaken to give to Jordan financial assistance equal to the British 

 subsidy and that, in view of that undertaking, Jordan was likely to 
repudiate the Treaty. In order to reduce the embarrassment to which 
this would give rise, he now proposed that our offer to discuss the 
future of the Treaty should be made public, and that we should at the 
same time send a further private note asking the Government of 
Jordan to begin negotiations forthwith for the termination of the 
Treaty. It might be expedient to continue the subsidy for a short 
period while these negotiations were in progress, so that we could 
remove the valuable stocks of Service equipment which we held in 
Jordan. Equally, in order to discourage Jordan from leaving the 
sterling area, our contribution to the Jordan development loan should 
not be prematurely discontinued, at least until it was clear whether 
Egypt and Saudi Arabia were prepared to give continuing effect to 
their offer of financial assistance. 

The Cabinet— 
(3) Authorised	 the Foreign Secretary to arrange for the 

publication of our earlier offer to discuss with the 
Government of Jordan the future of the Anglo-Jordan 
Treaty, and to inform the Government of Jordan that we 
wished to begin forthwith negotiations for the termination 
of the Treaty. 

The Foreign Secretary said that, now that the proposed loan of 
Hunter IV aircraft to Iraq had lapsed, H.M. Ambassador at Bagdad 
was urging that the Government of Iraq should be supplied with 
Hunter VI aircraft, partly for payment and partly by way of gift. 

The Commonwealth Secretary said that Pakistan was simul
taneously pressing her demand for arms. It was important that 
such arms as we could make available should be apportioned fairly 
between members of the Bagdad Pact. 

The Cabinet— 
(4) Agreed that the supply	 of arms to members of the Bagdad 

Pact should be considered by the Defence Committee. 



The Foreign Secretary said that, if we adopted the earlier 
suggestion that the United Nations should be invited to send 
observers to patrol the frontier between the Aden Protectorate and 
the Yemen, the observers might include representatives of the Soviet 
Union and of Czechoslovakia. Moreover he felt, on further 
reflection, that an offer to accept United Nations observers in this 
area might be interpreted as a sign of weakness. On balance, 
therefore, he proposed to take no action in the United Nations for 
the time being, apart from forwarding to the Secretary-General and 
circulating to the Security Council a statement of bur case against 
the Yemen, and to concentrate on inducing the Yemenis to attend 
the proposed meeting for the delineation of the frontier. 

The Cabinet— 
(5) Took note of this statement. 

The Foreign Secretary referred to the increasing public concern 
about the position of British subjects evicted from Egypt, including 
former employees of the Egyptian Government who could normally 
have expected a pension for past services. It was important that 
these people should receive generous treatment, and the whole issue 
might need early consideration by Ministers. 

The Home Secretary said that he had already given some thought 
to this subject, as a result of which he agreed that decisions of 
policy would shortly be needed. 

The Cabinet— 
(6) Invited the Home Secretary, in consultation with the Foreign 

Secretary and the Chancellor of the Exchequer, to arrange 
for urgent consideration to be given to the claims of 
British subjects evicted from Egypt. 

2. The Prime Minister said that the precedents did not require 
the new Administration to seek a vote of confidence from the House 
of Commons, and he did not propose to do so. It was open to the 
Opposition, if they so wished, to try to carry a vote of censure. 

The Home Secretary proposed that the House of Commons 
should proceed during the current week with the business which 
the previous Government had announced before the recess. In 
addition the House would need to deal with the report of the 
Committee of Privileges which had considered the comments 
published in the Sunday Express on the scale of petrol allowances 
for Members. He proposed to move on 23rd January a motion 
summoning the Editor of this newspaper to attend at the Bar of the 
House on 24th January when, unless he had meanwhile offered a 
suitable apology, he would be reprimanded by the Speaker. 

*3. The Cabinet resumed their discussion of the economic 
situation. 

The Chancellor of the Exchequer said that the position was still 
grave, especially as we had now mobilised nearly all the support for 
sterling which we could command and had very little in hand with 
which to meet any further crisis. In these conditions it might prove 
impossible to maintain the stability of the currency if the Budget 
showed the overall deficit of over £500 millions which was at present 
forecast. The most urgent need was to achieve, either by a sharp 

* Previously recorded in a Confidential Annex. 



increase in taxation or by a drastic reduction in expenditure, such 
measure of Budget retrenchment as would safeguard the parity of 
sterling. No significant increase in taxation could be contemplated 
—indeed, it must remain the objective to reduce taxation if possible. 
The necessary relief to the Budget must therefore be achieved by 
reductions in expenditure in each of the three main fields of defence, 
the civil Estimates, and public investment. 

Defence expenditure, forecast at £1,550 millions in 1957-58, 
should be reduced by £100-200 millions, including a saving of at 
least £100 millions on production and research where the current 
outlay was equivalent to the entire expenditure on investment in the 
nationalised industries. The nation could no longer afford such a 
level of expenditure on defence production; and it was urgently 
necessary to reduce the demands which it imposed, in terms both of 
materials and skilled manpower, on the engineering industries. The 
apparent cut would need to be even greater than £100 millions in 
order to meet the cost of compensation payments for cancelled 
contracts, although not all this expenditure would be incurred in 
1957-58. 

Economies of this magnitude would not be acceptable to public 
opinion without some corresponding reduction in civil expenditure. 
Here the target should be a cut of £50 millions, of which the 
National Health Service must bear a large proportion. He was 
averse from securing small economies by minor reductions in the 
standards of the Service; nor did he favour the proposal that the 
contribution from National Insurance should be raised by an increase 
of one shilling in the Insurance stamp. He would prefer to eliminate 
altogether some less essential service. The total abolition of the 
dental service for adults, for example, would yield a saving of about 
£25 millions. Some further economy must be made in expenditure 
on civil defence. As regards public investment, this was likely to 
amount, in the forthcoming financial year, to £500 millions for 
Government account and £630 millions for the nationalised 
industries. It was difficult, and undesirable, to cut back at short 
notice capital expenditure on schools and hospitals; but the capital 
expenditure of the Post Office might be reduced by £20-30 millions. 
He accepted in principle the need for a continuing high rate of 
investment by the nationalised industries. But, without appearing 
to retard the impetus of investment as a whole, he would hope to 
achieve a reduction of £30-40 millions in this expenditure in the 
forthcoming year. For this purpose it would be necessary to examine 
whether capital development by the nationalised industries was wisely 
conceived and economically carried out, and how far some 
proportion of this expenditure should be financed by the industries 
themselves. H e proposed to discuss these matters with the Minister 
of Transport and the Minister of Power. 

In the course of a general discussion the following points were 
made : — 

Defence. ( ) The Minister of Defence said that, as a result of the review 
already in progress, he expected to be able to make very substantial 
cuts in defence expenditure if the Government and the nation were 
prepared to accept the decisions of policy which these economies 
would entail. They would be related, however, to a long-term 
pattern of forces and equipment which should not be sacrificed to 
the need for economies in the immediate future. 

a

The Lord President emphasised that, notwithstanding the need 
for economy, we should maintain production of those types of 
weapons and equipment which alone, in present circumstances, 
assured our status as a world Power. 

National Health (b) The Minister of Health said that, of the increase of £45 
Service. millions in his Estimate for the forthcoming year, 70 per cent, was 

attributable to rising costs, and especially to wage increases. The 
cost of the National Health Service would still be absorbing a smaller 



proportion of the national income than previously. If some economy 
was essential he was disposed to prefer an arrangement whereby the 
National Insurance scheme would incorporate a contribution towards 
the National Health Service, especially as the contribution which the 
National Insurance Fund now made to the Service had remained 
stationary at £36 millions for nearly a decade despite increases in the 
rates of contribution to the Fund. The total abolition of the dental 
service for adults would be a more drastic step, which he would need 
time to consider. 

The Minister of Pensions said that the rates of National Insurance 
contribution were already 6s. 9d. and Ss. 5d. a week for employed 
and self-employed persons respectively, and any increase in income 
which the National Insurance Fund might receive by way of increase 
in the contribution should be devoted primarily to reducing the 
rising deficit which otherwise confronted the Fund and to providing 
for some slight improvement in benefits. Little, if anything, would 
remain to reinforce the National Health Service, unless the con
tribution was raised to a level which would be politically unrealistic. 
Moreover, a contribution levied on employed persons would be of 
limited value in helping to finance the National Health Service, as a 
very substantial proportion of the population—the old, the young, 
and the married w o m e n - w o u l d still make no payment under such 
a system. 

Civil Defence. (c) The Home Secretary said that expenditure on civil defence 
had been cut from £70 millions to £28 millions and, as this 
expenditure represented mainly the cost of manpower, it would be 
difficult to find scope for additional cuts. He would, however, 
consider the possibility of achieving some further reduction in capital 
expenditure. 

Nationalised (d) The Minister of Power said that the nationalised industries 
Industries. seemed to have been exempted from the normal obligation of 

commercial, enterprises to finance their own development so far as 
possible out of their own resources.. Moreover, it was doubtful 
whether these industries could accumulate a surplus for the purpose 
of financing capital development without provoking a claim from the 
trade unions that the surplus should be distributed as increased wages. 
Nevertheless, he felt that the aim should be to make the nationalised 
industries conform to the practice of other business enterprises in 
regard to capital development, and he proposed to consider how this 
might be achieved. 

The Chancellor of the Exchequer said that he recognised the 
possible conflict between the Government^ policy of maintaining 
general stability of prices and the need of the nationalised industries 
to raise their prices sufficiently to provide a surplus for capital 
development. Nevertheless, he thought it important in principle that 
these industries should finance their own development as far "as 
possible, and a balance of advantage would have to be struck in 
each case. It was essential, in any event, to reinforce the procedure 
for ensuring that the country obtained full value for the very large 
investment by the nationalised industries. 

Housing. (e) On the question whether measures of economy in expenditure 
might need to be reinforced by building controls, it was pointed out 
that effective steps had already been taken to discourage housing 
development by restrictions on credit and higher rates of interest, and 
there seemed to be little need to reinforce these measures for the time 
being. Expenditure on private and public housing would probably 
fall by £40 millions in the forthcoming year. 

General. (/) It was important that some attempt should, if possible, be 
made to reduce the burdens falling on the middle class, including the 
substantial number of people whose incomes did not reach the surtax 
level. Relief could be given in a number of ways at little cost to 
the Exchequer if it were politically possible to provide it. Conversely, 



any significant curtailment of the National Health Service, such as 
the abolition of the dental service for adults, would bear hardly on 
the middle class, who had probably derived greater benefit from the 
Health Service than any other section of the community. 

Parliamentary (g) i t would not be easy to achieve reductions in expenditure 
Procedure. of the order now envisaged before the Estimates were due to be 

, presented. An enquiry should therefore be put in hand at once 
about the extent to which Supply procedure would permit the 
Government to proceed, at least for Service Votes if not for Civil 
Estimates, by introducing a Vote on Account which would secure 
an adequate supply of interim finance without disclosing the totals 
of the Votes, which would not be published until final decisions of 
policy had been taken. It would be necessary to consider the probable 
impact of this abnormal procedure on public opinion both in this 
country and abroad. 

The Prime Minister, summing up the discussion, said that the 
defence and social services, however desirable they might be in 
themselves, would be of no avail if the attempt to sustain them at 
unrealistic levels resulted in a collapse of the economy. If the 
necessary retrenchment in expenditure could be achieved, the nation 
could reasonably look forward to better times when the immediate 
crisis had been overcome and the massive programmes of investment 
began to bear fruit. The problem of achieving the essential 
economies in the short-term must be solved in such a way as not to 
prejudice the formulation of sound policies for the long-term, 
especially in the case of defence. But both defence and the social 
services must make a significant contribution. 

The Cabinet— 
(1) Invited	 the Chancellor of the Exchequer to consider, in 

consultation with the Home Secretary, the Minister of 
Defence and the Chief Whip, what modifications in the 
Parliamentary procedure of Supply might be desirable 
and feasible to meet the problem created by the need to 
achieve significant short-term economies in Government 
expenditure. 

(2)	 Invited the Chancellor of the Exchequer to consider further, 
in consultation with the Ministers concerned, proposals 
for achieving savings in expenditure of the order which 
had been discussed. 

Cyprus. 4. The Cabinet had before them a memorandum by the Minister 
(Previous of State for Colonial Affairs (C. (57) 4) proposing that a statement 
Reference: should be made about the outcome of the recent discussions which 
C M . (56) 102nd officials had held with Archbishop Makarios on Lord Radcliffe's 
Conclusions, constitutional proposals for Cyprus. 
Minute 1.)  j p i  Minister said that the Government would be n e r me

according undue prominence to the Archbishop if a lengthy statement 
about these discussions was issued before the reassembly of 
Parliament. It would be enough to make a short statement when 
Parliament met, in answer to a Question, deploring the Archbishop's 
attitude and expressing the hope that he would reconsider it. 

Discussion showed that the Cabinet were in agreement with this 
view. The alternative drafts annexed to C. (57) 4 conveyed the 
impression that there was no prospect of breaking the deadlock which 
had been reached, in spite of the fact that the Archbishop had given 
some indication that, if he were free, he would use his influence to 
end terrorism in Cyprus. This point would be seized upon by public 
opinion, and it was the more important that it should be made clear 
in the announcement that the way remained open for further 
discussions should the Archbishop choose to co-operate. 



The C a b i n e t - -
Invited the Foreign Secretary and the Minister of State for 
Colonial Affairs to concert, in the light of their discussion, 
the terms of an answer to be given on 23rd January to a 
Parliamentary Question about the recent discussions with 
Archbishop Makarios. 

5 . The Cabinet had before them a note by the Secretary of the 
Cabinet ( C P . (57) 10), covering a summary of a report by an inter
departmental working party on the development of coal resources 
in the African Commonwealth. It emerged from this report that 
there could be no certainty of a continuing requirement for the import 
of coal into the United Kingdom over the next ten years, and that 
any development of coal resources in Africa based on the expectation 
of a continuing market in the United Kingdom would involve a risk 
which, in terms of the probable price and quality of African coal, 
could not be justified. 

In discussion it was suggested that further thought would need 
to be given to the best means of presenting these conclusions to 
Parliament, especially as they were unlikely to satisfy those Members 
of Parliament who favoured the development of coal production in 
Africa. 

The C a b i n e t -
Invited the Minister of Power to arrange for further 
consideration to be given to the most appropriate method 
of presenting to Parliament the conclusions of the Working 
Party on the development of coal resources in Africa. 

6. The Minister of Transport said that in a recent arbitration 
a 3 per cent, increase in wages had been awarded to those railway 
workers who were members of the Associated Society of Locomotive 
Engineers and Firemen (A.S.L.E.F.). The National Union of 
Railwaymen (N.U.R.) had deferred submitting a comparable claim; 
but the implementation of the arbitration award was dependent on 
the agreement of the N.U.R., who were not prepared to accept an 
increase of only 3 per cent. If the British Transport Commission 
were not prepared to offer an increase higher than 3 per cent., it 
was possible, though not very probable, that the N.U.R. would resort 
to strike action. On the other hand, if any higher increase (e.g., of 
3\ per cent.) were conceded to the N.U.R., it would have to be 
extended to A.S.L.E.F. The Transport Commission had sought 
guidance from the Government on this issue. 

In discussion it was suggested that, if the N.U.R. took their claim 
to arbitration, they would probably secure some improvement on 
a 3 per cent, increase, since the awards of arbitration panels were 
now being closely related to movements in the cOst-of-living index. 
It might therefore be advisable to settle as rapidly as possible with 
the N.U.R. on a compromise increase of 3\ per cent, rather than 
risk an arbitration which might award an increase of 4 per cent, or 
even more. 

On the other hand, it was urged that employers in the 
engineering industries were now determined to resist unreasonable 
applications for wage increases. If the Transport Commission 
offered to compromise on this issue, their determination would be 
reduced. It might therefore be better to allow the N.U.R. claim 
to be taken to arbitration than yield voluntarily to pressure from the 
railway unions. 



In further discussion it was suggested that the chief risk lay in 
a public rejection of an offer by the Transport Commission. The 
Commission should therefore ascertain privately whether the N.U.R. 
would accept an increase of 3-J per cent. If they would not, the 
Commission should stand on their offer of 3 per cent., accepting both 
the risk that the N.U.R. might take strike action and the more 
probable risk that they would take their claim to arbitration and 
perhaps secure an increase higher than 1\ per cent. 

The C a b i n e t -
Invited the Minister of Transport to inform the British 
Transport Commission of the Government^ view as 
indicated above. 

Cabinet Office, S.W.1, 
22nd January, 1957. 
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 1. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

 The Death Penalty (Abolition) Bill, introduced by Miss Alice 
Bacon, M.P., was due to have its Second Reading on 1st February. 
The debate on the Advertisements (Hire-Purchase) Bill which 
preceded it might prevent its being discussed. If so, Mr. Silverman, 
M.P., would probably seek to reintroduce Miss Bacon's Bill under 
the Ten-Minute Rule. 

The Home Secretary said that Mr. Junor, the editor of the 
Sunday Express, would appear at the Bar of the House that afternoon 
to atone for his breach of privilege in publishing unfounded reports 
about the allocation of petrol to Members of Parliament. If he 
offered a suitable apology, it could be accepted. If he refused to 
apologise, he would be reprimanded by the Speaker. If, however, 
his behaviour was contumacious, he would be committed to the 
custody of the Sergeant-at-Arms. 

2 . The Cabinet had before them a memorandum ( C P . (57) 11) 
by the former Secretary of State for Scotland and the former Minister 
of Health about the remuneration of doctors. 

The Minister of Health said that the doctors were maintaining 
their pressure for an increase in their remuneration. He agreed with 
his predecessor in recommending that the Government should now 
propose the establishment of a Royal Commission on medical and 
dental remuneration, while offering at the same time some interim 
increase for certain classes of doctor who were admittedly underpaid 
at present. The main advantage of a Royal Commission would be 
that it would substitute for the principles adopted by the Spens 
Committees a fresh basis for future consideration of medical 
remuneration. While the doctors could not be expected to welcome 
the proposal, they would probably accept it if it were coupled with 
some interim increase in remuneration. If, however, the Government 
took no action of any kind, the doctors would certainly intensify their 
public pressure, and might even withhold their co-operation in the 
working of the National Health Service. 

The Secretary of State for Scotland said that the temper of the 
doctors in Scotland was more aggressive than in England and that, 
unless the Government were prepared to take some immediate action 
to relieve hardship, the continued collaboration of the doctors in the 
efficient operation of the National Health Service in Scotland could 
not be taken for granted. 

In discussion the following points were made: — 
(a) If the proposal to establish a Royal Commission was 

accepted in principle, further thought would need to be given to its 
membership. A judicial Chairman might be unduly influenced by the 
legalistic considerations which had contributed to determining the 
principles of the Spens Committees' recommendations. An eminent 
industrialist might be preferable. The members of the Commission 
should be selected as individuals rather than as representatives of 
particular interests. 

(b) The terms of reference proposed in C P . (57) .11 would cover 
doctors and dentists outside the National Health Service, including 
those working under the Medical Research Council or in the 
Universities. It might be wiser to confine the scope of the Royal 
Commission to the National Health Service, merely empowering it 
to have regard to the remuneration of other doctors and dentists. 
On the other hand, such doctors were already at some disadvantage 
by comparison with members of the National Health Service, 
particularly as they were not eligible for merit awards. This must, 
however, be weighed against the risk that any concession to doctors 

B 2 



Oil Supplies 
(Previous 
Reference : 
CM- (57) 1st 
Conclusions, 
Minute 5.) 

not members of the National Health Service might react on other 
professions, including the non-medical faculties at the Universities. 

(c) The proposed terms of reference also seemed to invite the 
Royal Commission to recommend machinery for subsequent 
periodical reviews of remuneration. It would be undesirable that the 
remuneration of doctors should be linked directly with the cost of 
living. 

(d) The competition for the output of schools and Universities 
was now so keen that the learned professions no longer provided 
sufficiently remunerative prospects to attract the best candidates. It 
was to be hoped, therefore, that the main emphasis of the 
Commission^ recommendations would be on improving 
remuneration at the upper end of the income scale. 

(e) The interim increase to be offered to the doctors should be 
without prejudice to the eventual findings of the Royal Commission; 
and the hardship cases to which it should be made available should 
be defined by the Government after discussion with the doctors, but 
should not be allowed to become the subject of a negotiation which 
would anticipate the work of the Commission. The increase should 
be confined to such categories as junior hospital staff, and should not 
extend to general practitioners as a whole. 

(/) The interim increase to the doctors should be kept in scale 
with, and announced at much the same time as, any corresponding 
increases which it might be decided to award to other professional 
classes, e.g., the judiciary, University teachers, Junior Ministers and 
Members of Parliament. The announcement of such increases 
should be deferred until the current wages pressure had passed its 
peak; but it should be made, if possible, before the end of March. 

The Cabinet— 
( 1 )	 Approved in principle the establishment of a Royal 

Commission on the remuneration of doctors and dentists. 
(2)	 Invited the Secretary of State for Scotland and the Minister 

of Health to reconsider with the Chancellor of the 
Exchequer, in the light of their discussion, the 
composition and terms of reference of the Royal 
Commission. 

(3 )	 Agreed that an interim increase of remuneration should be 
given to certain classes of doctors or dentists; and invited 
the Secretary of State for Scotland and the Minister of 
Health to consider, in consultation with the Chancellor of 
the Exchequer, the amount of such interim increases. 

(4) Invited	 the Chancellor of the Exchequer to consider in 
consultation with the Minister of Labour the timing of 
salary increases for other professional classes. 

3 . The Cabinet had before them a memorandum by the 
Minister of Power (C. (57) 2) and a report by the Economic Policy 
Committee (C (57) 7) on the prospects for oil supplies in the period 
immediately ahead. 

The Minister of Power said that the outlook, although it varied 
as between the different oil products, showed some slight 
improvement on previous forecasts. It should be possible to sustain 
the petrol ration at its present level at least until the end of the first 
rationing period. The distribution of diesel and gas oil could also 
be maintained, on the basis of current restrictions, at the expense of 
some reduction in stocks. Fuel oil gave cause for the greatest 
anxiety, and a loan of 400,000 tons from Admiralty stocks would 
be necessary in order to maintain reserves at a minimum working 



level in April. The Economic Policy Committee had agreed that 
industry might be given an assurance that there would be no further 
cut in the distribution of fuel oil before the end of March, although 
it was recommended that the announcement of this should be 
deferred until the end of the first week in February. He now sought 
authority to make such an announcement, the actual date being left 
to his discretion. 

In discussion the following points were made: — 
(a) In order that industry should be able to plan sufficiently far 

ahead, the proposed announcement should be made as soon as 
possible. On the other hand, a premature announcement might be 
interpreted by American and European opinion as an indication that 
we were making extravagant use of our resources. A balance would 
need to be struck between these considerations. 

(b) The possibility of effecting further economies in the use of 
oil should be re-examined, particularly in the case of the Services and 
the farmers. Farmers were probably receiving petrol in excess of 
their reasonable needs, but it was not easily practicable to introduce 
a cut during the currency of a rationing period. A plan had, 
however, been prepared for allocating petrol to farmers after the end 
of the first rationing period, if rationing had to be maintained. The 
President of the National Farmers ' Union had been urged to 
represent to his members in the strongest terms the need for stringent 
economy in the use of petrol. 

(c) I t was reported to the Cabinet that the United States 
authorities were now considering possible methods of alleviating the 
shortage of oil in Western Europe by obtaining additional deliveries 
from Venezuela and by persuading American oil companies 
operating on the East coast of the United States to reduce somewhat 
the rate of output of their refineries so as to release a corresponding 
tonnage of crude oil for export. There was also a possibility that 
the United States Navy might be prepared to lend part of their stocks 
of oil to underwrite commercial stocks. 

(d) The long-term risk to the safe transit of our oil might persist 
even when the Suez Canal had been cleared. The tentative project 
to construct a pipeline from the Gulf of Aqaba to the Mediterranean 
across Israeli territory might therefore represent an important 
measure of insurance, especially if steps could be taken to 
internationalise this strip of territory under the control the United 
Nations. It could not be assumed that the Arab countries would 
necessarily allow this pipeline to be used for the passage of oil 
produced in their territory and this would seriously impair its value. 
Nevertheless, the extent to which we could reduce our dependence 
on the Suez Canal, both by building large tankers and by constructing 
new pipelines, should be examined as a matter of urgency. 

(e) I t would be necessary to decide, before the Suez Canal was 
reopened to navigation, whether in any circumstances we should be 
prepared to pay dues to an agency of the Egyptian Government. It 
would be damaging to our prestige to do so, and we must clearly 
aim at reaching agreement on a system which would permit dues to 
be paid in the first instance to some appropriate international 
organisation. Nevertheless, if we were confronted with the 
alternatives of either paying dues to the Egyptian Government or 
voluntarily foregoing the use of the Canal, it would be necessary to 
consider very seriously where our paramount interests lay. In such 
circumstances, the worst possible outcome from the point of view of 
prestige would be to find ourselves, after initial resistance, ultimately 
forced into paying dues to Egypt. 

The Cabinet— 
(1) Authorised the Minister of Power to make an	 announcement, 

at a date to be fixed at his discretion, assuring industry 
that it should be possible to maintain supplies of fuel oil 
at the present level until the end of March. 



(2) Invited	 the Foreign Secretary, in consultation with the 
Minister of Power, to take such continuing action as 
might be necessary to encourage the United States 
Government in their efforts to alleviate the oil shortage in 
Western Europe. 

(3)	 Invited the Minister of Power to provide the Minister of 
Defence with a brief on this subject, for use during his 
forthcoming visit to Washington. 

(4)	 Invited the Minister of Power, in consultation with the 
Foreign Secretary and the Minister of Transport , to 
consider what further steps might be taken to reduce our 
dependence on the Suez Canal for oil supplies in the 
longer term. 

(5) Invited	 the Minister of Defence to consider what further 
economies might be achieved in the use of oil by the 
Services. 

Cabinet Office, S.W.1, 
24th January, 1957. 
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Anglo-Egyptian
Agreement,
1 9 5 4 . 

(Previous 
Reference: 
C C . (54) 63rd 
Conclusions, 
Minute 1.) 

 i. The Cabinet had before them a memorandum by the 
 Foreign Secretary (C. (57) 9) on a number of issues arising from the 

decision of the Egyptian Government to repudiate the Anglo-
Egyptian Agreement of 1954. 

The Foreign Secretary said that, although we had not received 
through the Protecting Power any formal notification of this decision, 
we should have to say, in answer to Parliamentary Questions, 
whether we intended to contest its validity. The Law Officers had 
advised that we could not sustain a case against it. But, although it 
would be of no advantage to us in present circumstances to attempt 
to maintain the Treaty in operation, we were still concerned to 
safeguard our interests in the physical assets in the Suez Canal Base. 
We must also consider whether the companies which had contracted 
to operate the Suez Canal Base should now be liquidated and their 
staffs discharged. 

The Attorney-General said that, in the opinion of the Law 
Officers, the military action which we had taken against Egypt in 
October was inconsistent with the provisions of the Agreement and 
the Egyptian Government were entitled to regard it as terminated. 
There was, however, no need to admit explicitly that we accepted 
Egypfs abrogation of the Agreement: it would be enough to state 
that we took note of the action of the Egyptian Government and 
regarded the Agreement as terminated. This would not affect our 
title to our assets in the Suez Canal Base; but, if the Agreement was 
now treated as terminated, no further purpose would be served by 
maintaining the contractors' companies in existence. 

The Chancellor of the Exchequer said that it was desirable, on 
financial grounds, that these companies should be wound up as soon 
as possible and their staffs discharged. We were at present spending 
£90,000 a month in wages to the employees and £35,000 a month in 
fees to the companies. 

It was the general view of the Cabinet that it would be undesirable 
to attempt to contest the action of the Egyptian Government in 
abrogating the Agreement of 1954 and that we should announce that 
we regarded it as terminated. N o time should be lost in terminating 
the contracts with the contractors' companies and discharging their 
staffs. 

In the final paragraph of the memorandum by the Law Officers 
annexed to C. (57) 9, it was suggested that our military action against 
Egypt might constitute a breach of Articles IV and V of the Suez 
Canal Convention of 1888. This suggestion should be further 
considered. 

The Cabinet— 

(1) Took note of the view of the Law Officers that there were no 
legal grounds for disputing the validity of the action of 
the Egyptian Government in abrogating the Anglo-
Egyptian Agreement of 1954. 

(2) Invited the Lord Chancellor,	 the Foreign Secretary and the 
Attorney-General to settle, in consultation, the terms of 
an answer to a, Parliamentary Question stating that this 
Agreement must now be regarded as terminated. 

(3) Invited the Secretary	 of State for War, in consultation with 
the Foreign Secretary, to arrange without delay for the 
contracts with the Suez. contractors' companies to be 
terminated and for the companies' staffs to be discharged. 

(4) Invited the	 Attorney-General to submit to the Cabinet the 
considered opinion of the Law Officers on the question 
whether, by invading and occupying Port Said, we were 
in breach of Articles IV and V o f , t h e Suez Canal 
Convention of 1888 and, if so, how our right of free 
passage through the Canal might be affected. 
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Suez Canal. 
(Previous 
Reference: 
C.C. (57) 2nd 
Conclusions, 
Minute 1.) 
British 
Evacuees. 

Withdrawal of
Israeli Troops,

2. The Cabinet considered a memorandum by the Home 
Secretary (C. (57) 12) reporting the arrangements proposed for giving 
assistance to British subjects evacuated to this country from Egypt. 

The Home Secretary said that the Home Affairs Committee had 
set up a Sub-Committee of the Departments concerned to examine in 
detail the problems involved. Arrangements had been made to 
provide temporary financial assistance for these refugees and some 
immediate provision had been made for the education of their 
children. Consideration would now need to be given to the longer
term problems involved in resettling these refugees and, in particular, 
to the question of compensating those who were entitled to pensions 
or had other financial claims on the Egyptian Government. The 
Anglo-Egyptian Aid Society would not be able effectively to discharge 
the wide range of administrative responsibilities which would be 
involved in resettling these refugees. It was proposed to set up a new 
organisation for this purpose, which might be called the Anglo-
Egyptian Resettlement Board. 

The Foreign Secretary said that, apart from their obligation to 
afford immediate relief in cases of acute hardship, the Government 
had a more general duty towards these people, since their misfortunes 
were directly attributable to the action which the Government had 
felt obliged to take against Egypt. The cost of meeting or under
writing the legitimate claims of those who had pension rights or had 
lost their assets in Egypt should not raise any serious financial 
problem; and, both in equity and in order to avoid serious political 
criticism, the Government should adopt a constructive and generous 
approach towards these problems. 

The Chancellor of the Exchequer said that he agreed in principle 
with this view, so far as it related to personal claims. Commercial 
claims were in a different category; they lay rather against the 
Egyptian Government and should stand over for the time being. 
They might well be found to exceed the total of the Egyptian sterling 
balances held in this country. 

The Cabinet— 
(1) Took	 note of C. (57) 12 and of the Home Secretary's 

statement. 
(2) Invited the Home Secretary to arrange, with the assistance of 

the Minister of Labour, for an Anglo-Egyptian Resettle
ment Board to be set up to administer assistance to British 
subjects evacuated from Egypt and to deal with the 
problem of their resettlement. 

(3) Invited the Home Secretary to submit to the Prime	 Minister 
a draft reply to a Parliamentary Question by Mr. J. 
Grimond, M.P., setting out, in the light of their discussion, 
the Governments policy towards providing aid for British 
subjects evacuated from Egypt. 

The Foreign Secretary said that the United Nations Assembly 
 were now debating the proposed withdrawal of Israeli forces from 

Egypt. Hitherto Israel had refused to contemplate withdrawal except 
on the basis of specific assurances about her future security; but the 
United States had insisted that the Israeli withdrawal must be 
unconditional. The latest speech of the United States representative 
at the United Nations suggested, however, that the United States 
would now support a recommendation that both Egypt and Israel 
should observe the provisions of the Armistice Agreement and that, 
in particular, neither of them should claim to exercise belligerent 
rights in the Straits of Tiran. There were, therefore, some grounds 
for hoping that the text of the resolution to be adopted by the General 
Assembly would emerge in a form which would enable us to vote for 
it without appearing to ignore the legitimate claims of Israel for some 
assurances of her future security. 



In discussion there was general agreement that, if we voted 
against any resolution requiring the withdrawal of Israeli troops in 
reasonable terms, or even if we abstained from voting on such a 
resolution, we should alienate Arab opinion and invite the risk of 
further interruption of our oil supplies. If, however, the resolution 
were confined to a condemnation of Israel's refusal to withdraw her 
troops it might be appropriate that we should abstain from voting. 
Our efforts should therefore be directed towards ensuring that the 
resolution in its final form embodied some constructive suggestion 
about the terms on which an Israeli withdrawal might reasonably 
take place, so that we might be able to vote in favour of it without 
being accused of indifference to the fundamental interests of Israel. 

The Cabinet— 
(4) Invited the Foreign Secretary to instruct the United Kingdom 

representative at the United Nations to be guided, during 
the debate on the withdrawal of Israeli troops, by the 
considerations which had emerged in their discussion. 

Rent 3. The Minister of Housing said that the progress of the 
Restriction. Committee stage of the Rent Bill was being seriously delayed. It 
(Previous was important that the Bill should receive the Royal Assent before 
Reference: the Whitsun recess, in order to avoid the danger of rents being 
C M . (56) 86th increased just before Christmas. In these circumstances the further 
Conclusions, stages of the Bill would have to be made subject to the guillotine. 
Minute 2.) If a guillotine Motion were taken on 4th February, the remaining 

stages of the Bill, subject to any additional time which might be 
needed for the Scottish clauses, could be completed in about five 
weeks. 

The Home Secretary said that he agreed that it would be 
necessary to have recourse to the guillotine for this Bill. 

The Cabinet— 
(1) Agreed that	 a Motion should be tabled, for discussion on 

4th February, to apply the guillotine to the remaining 
stages of the Rent Bill. 

(2) Invited	 the Home Secretary, the Secretary of State for 
Scotland and the Minister of Housing to consider the 
time-table for the Bill, taking into account the need to 
provide adequate time for the Scottish clauses. 

Wales. 4. The Cabinet had before them a memorandum by the 
(Previous Minister of Local Government and Minister for Welsh Affairs 
References: (C. (57) .10) about a recommendation by the Council for Wales and 
C M . (56) 38th Monmouthshire that a separate Secretary of State should be 
Conclusions, appointed with executive responsibility for Government 
Minute 6, and administration in Wales. 
C M . (56) 48th  j Minister f Local Government said that, for the reasons n e  0

Conclusions, given in the annex to his memorandum, there would be no 
Minute 9.) justification for setting up a separate administration for Wales on 
Government the Scottish model. In contrast with Scotland, Wales did not possess 
Administration, any distinctive system of law or land tenure; its population was 

only 2\ millions against a Scottish population of 5 millions; and the 
institution of a separate administration would be both costly and 
contrary to the best interests of Wales. The transfer of responsibility 
for Welsh affairs in the new Government from the Home Secretary to 
the Minister for Local Government had been welcomed by Welsh 
opinion, including the members of the Council. There was still 
scope for improving the administrative arrangements for dealing 
with Welsh problems and he hoped, in consultation with his 



colleagues, to be able to devise further measures of devolution which 
would help to satisfy moderate Welsh opinion. The Government 
should, however, be able to announce their attitude towards the main 
recommendation of the Report during the debate on Welsh affairs 
which was due to take place shortly. 

The Cabinet agreed that the appointment of a separate Secretary 
of State for Wales would be neither justified on merits nor in the best 
interests of the Principality. 

In discussion the following points were made : — 
(a) The Lord Chancellor said that it would help to conciliate 

moderate Welsh opinion if it could be made known that a Ministerial 
Committee had been set up to consider Welsh problems, with the 
support of a representative Committee of officials. 

(b) The Minister of Agriculture said that the forthcoming 
reorganisation of the regional staff of his Department in Wales would 
go some way towards meeting the recommendations of the Council. 
He would endeavour to expedite these arrangements in time for an 
announcement to be made during the debate on Welsh affairs. 

(c) The Minister of Education said that the educational interests 
of Wales were best served if the senior officials of his Depar tments 
Welsh Office continued to be stationed in London, in close contact 
with Headquarters. The pressure for these officials to be stationed 
in Wales was primarily political. 

(d) There would be advantage in allowing the debate on Welsh 
affairs to take place before the Governments decision on the 
CounciFs recommendation was announced. The Minister for Welsh 
Affairs would consider whether there would be advantage in 
announcing during the debate any further measures of administrative 
devolution which could be introduced. 

(e) Further consideration should be given to the desirability of 
presenting a White Paper, in which the arguments of substance 
against adopting the main proposal of the Council could be fully 
set out. 

The Cabinet— 
( 1 )	 Agreed that the recommendation of the Council for Wales 

and Monmouthshire for the appointment of a separate 
Secretary of State for Wales should be rejected. 

(2) Agreed	 that this decision should be announced after the 
forthcoming debate on Welsh affairs in the House of 
Commons, and that consideration should be given to the 
issue of a White Paper setting out the reasons for this 
decision. 

5 . The Prime Minister said that, in negotiations which were 
now proceeding with the German Government, the United Kingdom 
representatives had proposed that Germany should contribute in the 
forthcoming financial year a sum equivalent to £ 5  5 millions in respect 
of support costs of our troops stationed in Western Germany. The 
German Government had now offered to pay £ 4 5 millions. We 
should continue to press for a higher figure; but it was to our interest 
to secure an early settlement and our representatives should be 
authorised to bring the negotiations to an end on the basis of the 
best figure above £ 4 5 millions which they could secure. 

The Cabinet— 
Agreed that we should how accept, as the contribution of 
the German Government to the support costs of our troops 
stationed in Western Germany, the highest figure above 
£ 4 5 millions which our representatives could secure in the 
current negotiations. 
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6. The Minister of State for Colonial Affairs said that we had 
recently captured a number of exceptionally dangerous Cypriots who 
could hot safely be imprisoned in the Island. Some fifteen Cypriot 
prisoners had already been sent to the United Kingdom for detention, 
in accordance with an earlier decision of the Cabinet, and he now 
sought authority to increase the total number to thirty. All the 
prisoners had been tried and convicted under due processes of law. 

The Home Secretary said that the increase in the number of 
prisoners would present some difficulty, especially as it was necessary 
to provide interpreters. Nevertheless, he would make every effort 
to provide for their accommodation in prisons in the United 
Kingdom. 

The Cabinet— 
Authorised the Minister of State for Colonial Affairs to 
arrange, in consultation with the Home Secretary, for the 
transfer of further prisoners from Cyprus to prisons in the 
United Kingdom. 

7. The Cabinet resumed their discussion of memoranda by 
the Lord Privy Seal, the former Secretary of State for Scotland and 
the former President of the Board of Trade ( C P . (56) 282, 287 and 
2 8 9 ) about local government finance. 

The Home Secretary said that a reorganisation of local 
government finance must be regarded as an essential element in the 
fiscal reforms which the Chancellor of the Exchequer had already 
outlined to the Cabinet. This reorganisation involved two main 
proposals—first, that an initial instalment of industrial re-rating 
should be undertaken within the next two or three years; second, 
that a general grant should be substituted for certain of the existing 
specific grants. Both these changes were contentious; but he believed 
that both were desirable if the Government were to succeed in their 
two-fold objective of reducing the financial dependence of local 
authorities on the Exchequer and enlarging the scope for local 
initiative and enterprise in local government. At the same time it 
would be necessary to bear in mind the political implications of the 
redistribution of rate income among different local authorities, as 
illustrated in the Appendix to C P . (56) 282. 

In discussion it was suggested that, even though the progressive 
introduction of re-rating might be desirable in principle, it would 
be accepted by industry only if it was one element in a more generous 
and imaginative fiscal policy towards industry as a whole, and it 
would not be welcomed by the local authorities themselves unless 
a substantial part of the proceeds was left with them to be applied 
in relief of their own ratepayers. 

It was also suggested that the proposal for a block grant was 
open to even greater objection. It was apparently to take the place 
of" only a certain number of existing specific grants; and of the 
services so affected education represented about 85 per cent, in terms 
of expenditure. The general grant would therefore be regarded by 
public opinion as a direct attack on the education service. Politically, 
this was open to serious objection. Education had been based upon 
a structure of specific grants for many years; and on the last occasion 
when it had been proposed to substitute a block grant for these 
specific grants the proposal had been condemned by the unanimous 
opinion of all political Parties in the House of Commons. To revive 
it now would invite the same criticism. Education was one of the 
most prominent and most popular elements in the Governments 
political programme. Moreover, it was a service in which policy needed 
to be kept under the close control of the responsible Ministers. It 
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would be indefensible to leave the pattern of educational development 
to be determined by the varying views of individual local authorities, 
who would tend to concentrate expenditure on those features of the 
service which were politically popular at the expense of the soundness 
of the educational structure as a whole and the scope and quality 
of the instruction which it provided. Nor could it be validly argued 
that a general grant would make possible a better control over the 
growth of expenditure on education. To a large extent that 
expenditure was attributable to costs, such as salaries, which were not 
subject to control but were determined by national agreements. It 
was, therefore, misleading to argue that general grants would give 
local authorities a greater degree of freedom or increase their sense 
of responsibility. 

As against these considerations it was argued that large sections 
of public expenditure were now barely under control and were 
increasing at a rate which threatened to absorb every economy in 
expenditure which we could reasonably hope to achieve. A general 
grant provided the best means of curbing this tendency which could 
be devised. Specific grants were an incentive to extravagance: a 
general grant, to be applied by a local authority at its own discretion, 
subject to triennial review, would increase the sense of financial 
responsibility in local government and should help to attract more 
able and public-spirited individuals to serve on local authorities. It 
was premature to assume that the changes proposed would be 
unpopular with the Governments supporters in the House of 
Commons. Even that section of public opinion which regarded 
the needs of the educational service as having priority over all other 
considerations would welcome relief from the detailed control by the 
central Government which was implicit in the system of specific 
grants. 

The Cabinet— 
Agreed to resume their discussion of this question at a later 
meeting. 

8. The Prime Minister said that he had been invited by 
President Eisenhower to meet him for discussions towards the end of 
March, either in Washington or in Bermuda. This invitation was a 
welcome sign that the United States Government were now prepared 
to resume friendly relations with this country, and he had accepted 
the Presidents suggestion that the meeting should take place in 
Bermuda. 

It would not be possible for these arrangements to be announced 
for a few weeks. For President Eisenhower had also asked French 
Ministers to visit him in Washington during February; and the 
French Government were anxious that this visit should not be 
announced until after the debate on Algeria in the French Assembly 
on 10th February. It would be preferable that French Ministers 
should have accepted an invitation to visit Washington before his 
own meeting with President Eisenhower in Bermuda was made 
known. 

The C a b i n e t -
Took note of this statement. 

Office, S.W.1, 
January, 1957. 
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 1. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

It was hoped to secure the Third Reading of the Homicide Bill 
on 6th February. Thereafter, if Miss Bacon's Bill had been 
successfully blocked in the meantime, the rules of procedure would 
prevent the introduction during that session of any further Bill 
providing for the abolition of capital punishment. 

*2. The Cabinet had before them memoranda on Government 
expenditure by the Chancellor of the Exchequer (C. (57) 16), the 
Minister of Education (C. (57) 19), the Minister of National Insurance 
(C. (57) 20) and the Minister of Health (C. (57) 17). 

The Chancellor of the Exchequer said that, even if substantial 
economies were achieved in the Defence Estimates, they would not 
suffice, from either the economic or the political point of view, to 
recreate that confidence in the Governmenfs policies which was 
necessary to enable the economy to surmount the dangers ahead. A 
significant reduction in civil expenditure was also essential. 

The Government were faced with both a long-term problem and 
an immediate problem. In the longer term the financing of the 
Welfare State on its present basis would prove a heavier liability than 
the economy could sustain. It would not be possible to deal 
comprehensively with this serious issue in the next Budget. But it 
was desirable that the Government should be prepared in the 1957-58 
Session to introduce legislation dealing with the whole problem of 
financing the National Health and Insurance Schemes, including 
possibly the introduction of the contributory principle into the 
National Health Service in the form of a seiparate contribution. This 
latter question deserved careful examination, and it might be 
premature to attempt to incorporate any action of this kind in the 
forthcoming Budget. 

The immediate need was to secure sufficient savings in 
Government expenditure to enable the prospective deficit on the 
Budget to be substantially reduced. The most effective remedy would 
be to adopt the whole range of economies indicated in his 
memorandum, which would yield a saving of £55 millions in 1957-58 
and £100 millions in a full year. If, however, the political 
implications of economies on this scale were unacceptable, the 
proposals relating to the dental service and family allowances might 
be deferred for the time being (apart, perhaps, from some moderate 
increase in the scale of dental charges), but he hoped that the rest of 
the proposals might be put into effect, to yield some £30-£40 millions 
in 1957-58. In that event the announcement of the Governmenfs 
intentions should be accompanied by a warning of the dangers to the 
economy which the growing cost of the social services entailed and 
by a clear indication that they intended to bring within bounds other 
areas of expenditure (particularly the grant-aided expenditure by 
local authorities) where the existing control was not sufficient to 
protect the taxpayer^ interest. 

The Minister of Health said that the proportion of the gross 
national product absorbed by the Exchequer cost of the National 
Health Service had fallen from 3-26 per cent, in 1949-50 to 2-80 per 
cent, in .1955-56. The latest review of the Service had found that 
it was giving value for money and had recommended certain increases 
in expenditure. The arguments against drastic economies were 
therefore strong; in particular if, at a later stage, it was to be put on a 
contributory basis (a course which he personally favoured), it would 
be unwise to prejudice this change by premature modifications in 
the scope and nature of the services provided. 

The case against abolishing the dental service was strong, 
especially in view of the probable reaction of the dental profession. 

Previously recorded in a Confidential Annex 



Even an increase in dental charges was objectionable, particularly 
as regards conservation treatment. It might, however, be possible 
to make a moderate increase in the charge for dentures. 

The proposal to impose a hospital boarding charge was also 
open t o serious objection. But even if this proposal was not pursued, 
it should be possible to achieve an economy of some £15-20 millions 
in the expenditure under his control by some increase in dental 
charges combined with economies in respect of welfare foods on the 
lines suggested by the Chancellor of the Exchequer. 

The Minister of Education said that economies in expenditure 
on education would be regarded by public opinion as a drastic and 
permanent modification of the Governments social policy. The 
fundamental principles of that policy should not be sacrificed to the 
exigencies of one year's Budget. It would be politically unwise if 
the first act of a Government favouring the Opportunity State was 
seen to be an attack on parenthood and education, which were the 
foundations of the future expansion of the economy. A rise in 
expenditure on education was the natural corollary of a rise in the 
size of the population. It was less significant than the proportion 
of the gross national product absorbed by the educational services, 
which now stood at less than 3 per cent., representing an expenditure 
of less than £100 a year on each child at school. Moreover, of this 
sum, more than half represented the salaries of teachers and other 
staff, which were not amenable to direct control by the Government 
or by local authorities. 

The proposals before the Cabinet, in so far as they affected 
school milk, school meals and family allowances, would inflict a new 
and heavy burden on the two-child family, whose expenditure would 
be increased by nearly \9s. a week. The whole purpose of the 
legislation which had provided school meals, school milk and family 
allowances had been to encourage parenthood by deliberately 
selective methods. The value of school meals, particularly in rural 
areas, had been amply demonstrated. If the charge for these meals 
was now substantially increased, the only means by which parents 
could escape the additional financial strain would be by sending 
their children to school with their own food. The nutritional 
consequences would be unfortunate; and the distinction, within a 
school, between those children who continued to take advantage of 
school meals and those who brought their own food would be 
socially invidious. Moreover, the proposals would involve serious 
administrative difficulties, particularly in imposing on teaching staff 
an additional duty in the way of collecting payments for school 
milk, & c , which the teachers were now legally entitled to refuse to 
discharge. 

The Minister of Pensions said that the proposal to withdraw 
the family allowance for the second child while increasing the 
allowance for the third and subsequent children to 14s. would be a 
reversal of the Governments previous policy of abolishing general 
subsidies and providing discriminatory compensation to those 
members of the community who were economically the most 
vulnerable. If coupled with the imposition of increased charges for 
the welfare foods, school milk and school meals, it would be regarded 
as an attack on the nutritional standards of children and would be 
difficult to justify. Its disadvantages would be aggravated by the 
fact that the full force of the saving would fall on families below 
the income tax level, He., on those whom it was impossible to help 
by any adjustments of direct taxation. 

In discussion the following points were made : — 
(a) Economies in Government expenditure were necessary, both 

to convince the public that the Government were in control of the 
economic situation and also to restore external confidence in sterling. 
These economies should not, however, be inconsistent with the main 



principles of the Government^ social policy; nor should the cost 
of the social services be regarded as the only cause of the pressure 
on the economy, for which the great increase in investment was also 
partly responsible. 

(b) A comprehensive review of methods of financing the social 
services should be undertaken forthwith. There would be 
considerable advantage if the first major step towards the 
Opportunity State, insofar as it depended on the more comprehensive 
list of economies proposed by the Chancellor of the Exchequer, 
could be taken in time for its results to be apparent in the 
forthcoming Budget. But, even if this was not possible, the 
Budget must be seen to reflect a more realistic approach to the 
problem of financing the social services and to be a first instalment 
of a new and determined effort to solve this problem. 

(c) A few large economies might be both more effective and 
more easily accepted by public opinion than a series of small and 
irritating reductions. From this point of view there was much to be 
said in favour of the proposal to withdraw the family allowance for 
the second child, with some increase for the third and subsequent 
children. On the other hand, there were serious political risks in 
the reversal of policy which this would imply. 

(d) The proposed economies in respect of welfare milk, orange 
juice, cod liver oil and vitamins might well be adopted. On the 
dental service, school milk and school meals the arguments were 
more evenly balanced, although it should be possible to make a 
moderate increase in the charges for the dental service and to increase 
slightly the charge for school meals. Consideration should also be 
given to the possibility of securing economies in the expenditure on 
drugs under the National Health Service, which now amounted to 
some £60 million a year. 

(e) The possibility of introducing into the National Health 
Service the principle of a separate contribution should be further 
examined. The advantages of this suggestion would, however, need 
to be weighed against the probability that the existing contribution 
under the National Insurance Scheme would have to be raised in 
the near future and the risk that public opinion would resent two 
increases in contributions following hard on one another. 

The Prime Minister said that the Cabinet's discussion had 
clarified a problem which was partly economic and partly 
psychological. The economic factors involved—e.g., the ultimate 
impact of the oil shortage on our balance of payments, the future of 
the Suez Canal and of the oil pipelines, &c.—were unpredictable. It 
was, therefore, particularly important that the forthcoming Budget 
should inspire public opinion, both at home and abroad, with 
confidence in the Government^ ability to keep public expenditure 
under firm control. The Cabinet would need to reach decisions on 
these questions during the following week. 

The C a b i n e t -
Agreed to resume their discussion at a later meeting. 

Cabinet Office, S.W.1, 
1st February, 1957. 
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3 C C . 6 (57) 

1. The Foreign Secretary said that the United States 
Government were proposing to table at the United Nations a 
resolution inviting us to seek, by negotiations with the other 
Governments concerned and with the different sections of opinion in 
Cyprus, a solution to the problems of the Island. Although the 
United States Government were inspired by friendly motives in 
making this proposal, their resolution would imply that the United 
Nations were entitled to pronounce on the internal administration 
of our dependent territories. He therefore proposed to seek to 
dissuade the United States Government from tabling a resolution in 
these terms. 

The Cabinet were in agreement with this view. It was pointed 
out, however, that the resolution would not be open to objection if 
it merely called upon us to continue negotiations with the Greek and 
Turkish Governments. 

The Cabinet— 
Agreed that, subject to the point made in their discussion, 
the Foreign Secretary should seek to dissuade the United 
States Government from tabling a resolution on Cyprus in 
the United Nations in the terms which they had proposed. 

2. The Cabinet had before them a memorandum by the Foreign 
Secretary (C. (57 ) 18) about the forthcoming negotiations for the 
termination of the Anglo-Jordan Treaty. 

The Foreign Secretary said that our principal aim would be to 
secure the termination of the Treaty by 31st March under an 
agreement which would enable us to remove from Jordan the valuable 
military stocks and equipment which we held there. For this purpose 
it might prove necessary to offer concessions in regard to other 
military stocks, payment for fixed installations, the cancellation of 
debt, and the continuance of the subsidy for the remainder of the 
current year. It must also be our objective to maintain, as far as 
possible, some degree of continuing influence in the affairs of Jordan; 
and an offer of continuing financial assistance for certain development 
projects might be helpful in this respect. Further consideration 
should be given to this possibility in the light of the progress made in 
the negotiations. 

The Chancellor of the Exchequer said that the aggregate value 
of the various concessions listed in paragraph 24 of C. (57) 18 
amounted to some £18 millions. It would be difficult to justify 
making Jordan a gift of this order at a time when it was proposed to 
enforce stringent economy in this country. An attempt should 
therefore be made to offset the subsidy payments due for the 
remainder of the year against the value of the fixed installations 
which would be transferred to Jordan. The gift to Jordan of that 
portion of our military stocks at Zerqa which was earmarked for 
the Jordan-Arab Army should be the last, not the first, of the 
concessions which we should contemplate. N o commitment should 
be accepted to provide further financial assistance for development 
projects without a thorough assessment of the results to be expected 
and the other claims on our resources. As regards paragraph 24 (d)
and (e) of the memorandum, we were in no position to make a further 
gift of arms to Iraq and it would be premature to contemplate 
contributing to a stockpile of arms in support of the Bagdad Pact 
until a decision to create such a stockpile had been taken. 

The Secretary of State for War said that our negotiators should 
take no initiative in offering to provide British officers to advise on 
the training of Jordanian forces. We should be ready to consider a 
request from Jordan to this effect; but it might prove necessary to 
rely on volunteers to discharge this function in future, and it would 
be necessary to establish in advance that their conditions of service 
would be satisfactory. 
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The Prime Minister, summing up the discussion, said that our 
tactics should be to make the fullest use of concessions in the form 
of military equipment which possessed little further value for us and 
of fixed installations which, in any event, we could not remove. We 
should be considerably more cautious in offering to transfer military 
equipment not already in use, and in offering further financial 
assistance. It was no doubt desirable that we should aim at retaining 
some continuing influence in Jordan, but the price to be paid for this 
should be considered at a later stage. Our negotiators should be 
given general instructions on these lines, and should report back for 
further authority as the negotiations proceeded. 

The Cabinet— 
Approved, subject to the modifications agreed in their 
discussion, the proposals in C. (57) 18 for the conduct of the 
forthcoming negotiations for the termination of the Anglo-
Jordan Treaty of 1948. 

3. The Cabinet had before them a memorandum by the First 
Lord of the Admiralty (C. (57) 13) asking that a Bill to amend the 
Naval Discipline Act should be included in the Legislative 
Programme for the current session. 

The First Lord of the Admiralty recalled that mention of this 
legislation had not been included in The Queen's Speech partly 
because the report of the Select Committee which had been 
considering the subject had not then been published. The 
Committee's report, which included a draft Bill, had now been 
presented; the Admiralty were prepared to accept the Committee's 
recommendations with the single exception of that relating to the 
composition of courts-martial, on which their views were set out in 
Appendix A of C. (57) 13; and it was desirable that the amending 
legislation should be introduced without delay. 

The Home Secretary said that the House of Commons would 
expect the Government to proceed with this legislation, and a place 
could be found for it in the Legislative Programme. 

The Cabinet— 
(1) Agreed that legislation	 should be introduced in the current 

session to amend the Naval Discipline Act on the lines 
recommended by the Select Committee, subject to the 
substitution of a revised version of the clause on the 
composition of courts-martial as proposed in Appendix A 
of C. (57) 13. 

(2) Invited the First Lord of the Admiralty to submit the	 draft 
Bill for examination by the Legislation Committee. 

 4. The Cabinet considered a memorandum by the Minister of 
 Labour and the Minister of National Insurance (C. (57) 14) regarding 

 the changes to be made in the rules entitling persons working on 
 short-time to claim unemployment benefit. 

 The Minister of Labour recalled that, when the last Government 
 had considered this question on 9th October, 1956, they had agreed 

 to review it again in the light of the progress of wage claims during 
 the autumn. They had then felt that if, when the time came to 

 introduce the National Insurance Bill, industrial relations were easy, 
it might be a mistake to inflame them by proposing changes in these 
rules which would be highly controversial. The Minister said that 
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in the present state of industrial relations he thought it would be 
inexpedient to take the extreme course of proposing that no 
unemployment benefit should be paid in respect of any calendar week 
unless the worker had been unemployed in that week for two days 
on which he normally worked. He thought it would be enough to 
propose that no benefit should be paid for a day on which the 
claimant did not normally work. This would mean that workers 
normally working a five-day week would, if working only three days 
on short-time, be entitled to two days' unemployment benefit. 

The Minister of National Insurance supported this proposal. It 
would at least remove the most glaring anomaly in the present 
position and would produce a substantial saving to the National 
Insurance Fund. While it would doubtless meet with some 
opposition, it would be included in a Bill containing other proposals 
which would be to the advantage of insured persons. 

The Cabinet— 
Agreed that the National Insurance Bill, which was to be 
introduced in the course of the current session, should 
include a clause providing that unemployment benefit 
should not be paid in respect of a day on which the claimant 
did not normally work. 

5. The Cabinet had before them a memorandum on oversea 
broadcasting by the Chancellor of the Duchy of Lancaster (C. (57) 15), 
in which it was proposed that the publication of the Departmental 
Estimates for oversea information services should be accompanied 
by a statement indicating that a review of these services was being 
undertaken and that, when it was complete, some revision of the 
Estimates would probably be necessary. This proposal was, however, 
subject to the reservation that in the case of oversea broadcasting 
certain measures should be taken forthwith, viz.: — 

(i) An increase in the Arabic service of the B.B.C. from  A \ hours 
to 9^ hours a day. 

(ii) The provision, on a permanent footing, of relay facilities 
for the Arabic service of the B.B.C., by using the transmitters at 
Sharq-al-Adna which the Government would purchase from the 
Near East Arab Broadcasting Station. 

(iii) The provision of a second Middle East service by installing 
an additional high-power transmitter, primarily in order to provide 
a programme of entertainment and straight news for the uneducated 
masses in the Arab countries. It would be for subsequent 
consideration whether this service should be undertaken by a 
commercial organisation. 

In discussion there was considerable support for the 
intensification of broadcasting to the Middle East. It was the policy 
of the B.B.C. to maintain in their oversea programmes the same 
standards of objectivity as they maintained in their home service; 
and it had become clear during the Anglo-French operation against 
Egypt that there was a need to secure a more forceful presentation 
of the Governmenfs own views in the Middle East. A light 
programme of the kind suggested by the Chancellor of the Duchy 
of Lancaster might make a substantial contribution to this purpose. 

The Chancellor of the Exchequer emphasised, however, that the 
Departmental Estimates for oversea information services for 1957-58 
would probably show an increase of £1-£1^ millions over the 
provision for the current year. The measures proposed by the 
Chancellor of the Duchy of Lancaster might involve expenditure not 
far short of £500,000, including the very high figure of £180,000 for 



the operating costs of the transmitters at Sharq-al-Adna. He could 
not contemplate additional expenditure of this order, unless it was 
matched by corresponding economies elsewhere in the Estimates 
for oversea information services as a whole. 

The Cabinet— 
(1) Approved in principle the proposals outlined in C. (57) 15. 
(2) Invited	 the Chancellor of the Duchy of Lancaster to 

re-examine the estimate of £180,000 for the operating 
costs of the transmitters at Sharq-al-Adna. 

(3)	 Invited the Chancellor of the Duchy of Lancaster, in 
consultation with the Chancellor of the Exchequer, to 
consider possible means of securing that the additional 
expenditure entailed by his proposals would be offset by 
corresponding economies in the Estimates for oversea 
information services as a whole. 

Northern 5, j h e Cabinet had before them a note by the Home Secretary 
Ireland. and the Commonwealth Secretary (C. (57) 5) submitting for approval 
Terrorist the basis of a reply to the Irish Foreign Ministers aide-memoire of 
Activities. 24th December, 1956, about terrorist activities. 
(Previous The Home Secretary said that Mr. Cosgrave, in his reply to 
Reference: the note on terrorist activities which H.M. Ambassador in Dublin 
C M . (56) 103rd had delivered to him on 18th December, had sought to revive 
Conclusions, the issue of partition by taking the line that terrorism would 
Minute 2.) never be eliminated until the territorial unity of Ireland had 

been restored. H.M. Ambassador had advised that there would be 
advantage in attempting to make a guardedly forthcoming response 
to this aide-memoire. Recent events, however, had caused feeling 
in Northern Ireland against the Republic to harden and there would 
be unfavourable reactions there if it became known that Her 
Majesty's Government were prepared, at this juncture, to enter into 
discussions which contemplated the possibility of a united Ireland. 
In these circumstances, it was proposed to say, in reply to 
Mr. Cosgrave, that it was only by voluntary agreement between the 
North and South that any change in the present position could be 
brought about, and that Her Majesty's Government must stand by 
the terms of the Ireland Act, 1949. If, however, the Irish Republic 
were prepared to seek through administrative action ways and means 
of improving relations between the North and South, it could be 
expected that the Government of Northern Ireland would prove 
responsive. 

The C a b i n e t -
Approved the basis of the reply, as set out in C. (57) 5, to 
the Irish Foreign Minister^ aide-memoire of 24th December 
1956. 

Ghana. 7. The Commonwealth Secretary said that, in accordance with 
(Previous the normal conception of the functions of the Colonial Development 
References: Corporation, Clause 3 had been included in the Ghana Independence 
C M . (57) 87th Bill in order to debar the Corporation from undertaking new projects 
Conclusions, in Ghana after the date on which it attained full self-government. 
Minute 7 and This clause had attracted strong criticism in the House of Lords, 
C.M.(56)64th partly on the ground that it might prejudice the results of the 
Conclusions, Governments review of future investment in Commonwealth 
Minute 2.) countries. If, however, Clause 3 was omitted from the Bill, Ghana 

would remain legally eligible for assistance from the Corporation 
under the Overseas Resources Development Acts. It was for 
consideration, therefore, whether Government spokesmen in the 
forthcoming debate should offer to accept a suggestion which had 
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now been put forward that the clause should be omitted from the 
Bill but that the Corporation should, at the same time, be directed 
by the Government not to undertake any new scheme of development 
in Ghana until the result of the comprehensive review of investment 
in the Commonwealth was known. 

The Attorney-General said that, on a preliminary review of the 
question, he was doubtful whether the legal effect of omitting 
Clause 3 from the Bill would be as had been assumed. He would 
wish, however, to give further consideration to this question. 

In discussion it was suggested that, when the review of future 
investment in Commonwealth countries was complete, it might be 
necessary to introduce a new investment policy which would 
distinguish, in respect both of Colonies and of independent countries, 
between those territories which genuinely needed financial assistance 
and those which, although possessing adequate financial resources, 
required help in the form of manpower, technical advice, &c. This, 
however, was a long-term project. Until the review was complete it 
would be dangerous to countenance any breach of the principle that 
the Colonial Development Corporation should operate only in 
Colonial territories. In the light of the Attorney-General's examina
tion of the legal implications of omitting Clause 3 from the Ghana 
Independence Bill, it would be necessary to give further thought to 
the tactics to be adopted in the resumed debate on the Bill in the 
House of Lords. 

The Cabinet— 
(1) Invited	 the Attorney-General to examine, as a matter of 

urgency, the legal implications of omitting Clause 3 from 
the Ghana Independence Bill. 

(2) Invited	 the Colonial Policy Committee to give further 
consideration to the tactics to be adopted in the resumed 
debate on the Bill in the light of the Attorney-General 's 
considered opinion on the legal issue. 

8. The Cabinet had before them a memorandum by the Foreign 
Secretary (C. (57) 6) about the future control and administration of 
the Suez Canal. 

The Foreign Secretary said that he was now somewhat more 
optimistic than was implied in his memorandum about the prospect 
of our being able to avoid paying dues directly to the Egyptian 
Government when the Canal was reopened, particularly since the 
Secretary-General of the United Nations now appeared to be 
contemplating the creation of some international organisation to 
receive dues. 

The Cabinet were reminded that the United States Secretary of 
State had recently informed the Minister of Defence (Washington 
telegram No. 156) that, in his view, it was important that an arrange
ment should be made for the payment of dues by all users to some 
organisation other than the Egyptian Canal Authority. It would 
clearly be helpful if Mr. Dulles could be induced to make such a 
statement publicly. 

The C a b i n e t -
Invited the Foreign Secretary to consider whether the 
United States Secretary of State might be asked to make a 
public statement about the payment of Suez Canal dues to 
an international authority. 

Office, S.W.1, 
February, 1957. 
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* 1 . The Cabinet resumed their discussion of memoranaa on 
Government expenditure by the Chancellor of the Exchequer 
(C. (57) 16), the Minister of Education (C. (5.7) 19), the Minister of 
National Insurance (C. (57) 20) and the Minister of Health (C. (57) 17). 

The Prime Minister said that if, in accordance with the general 
sense of the Cabinefs earlier discussion, the charge for welfare milk 
was increased from \\d. to Ad. and some small increase was made in 
the charge for school meals but no change was made in respect of 
orange juice, cod liver oil and vitamins, the saving of expenditure 
might amount to about £15 millions. In order to increase this figure 
to the total of £40 to £50 millions, which was the minimum target 
for economies in Government expenditure in 1957/58, it would be 
necessary either to restrict the scope of the dental service to persons 
under twenty-one and expectant mothers, or to withdraw the family 
allowance for the second child, with some increase for the third and 
subsequent children, or to introduce the contributory principle into 
the National Health Service in the form of a separate contribution, 
which would be higher than the fraction of the National Insurance 
contribution at present attributable to the Health Service. A 
curtailment of the scope of family allowances coupled with increases 
in the charges for welfare milk and school meals would be interpreted 
as an attack on the social services devoted to child welfare. On the 
other hand, the principle of insurance was now accepted by the bulk 
of the population, and the introduction of a separate contributory 
element into the National Health Service would probably be 
acceptable to public opinion. In order to achieve a significant 
economy in Government expenditure, it would be preferable to rely 
on a new and flexible arrangement in this field rather than on a series 
of small economies in the rest of the social services. 

It was for consideration, therefore, whether that element in the 
National Insurance contribution which was attributable to the 
National Health Service should now be separated off, the National 
Insurance contribution itself being reduced correspondingly by 10d 
A specifically National Health contribution would then be introduced 
at a figure of Is. 6d., the net increase in the liability of contributors 
being Sd. The scheme should be compulsory; and, although 
employers could not be expected to contribute, they should be 
required to accept the responsibility for collecting contributions. The 
yield might be in the region of £30 millions a year; and this sum, with 
the product of increased charges for welfare milk and school meals, 
would together secure the total savings desired in civil expenditure. 

The Chancellor of the Exchequer said that economies confined 
to increases in the charges for welfare milk and school meals would 
be regarded by public opinion, both at home and abroad, as a wholly 
inadequate contribution to the reduction of the prospective Budget 
deficit unless they were accompanied by a separate contributory 
scheme for the National Health Service and by firm action to bring 
under closer control the grant-aided expenditure of local authorities. 

The introduction of the contributory principle into the National 
Health Service would have great advantages. But the whole range 
of social services would shortly have to be overhauled, and the 
financing of the National Insurance Fund in particular would have 
to be reviewed. It would therefore be necessary that the legislation 
introducing the new contribution to the National Health Service 
should be so drafted as to disallow amendments which might provoke 
debate about the range of National Insurance benefits before the 
Government were ready to announce their policy for the future of 
the National Insurance Fund. 

The Minister of National Insurance said that, even if further 
examination showed that it was possible to draft the necessary 

* Previously recorded in a Confidential Annex. 



legislation as restrictively as the Chancellor of the Exchequer had 
suggested, the establishment of a contributory National Health 
Service was open to certain practical objections. The problem of 
enforcement would be difficult in the case of elderly people who were 
not liable to pay National Insurance contributions, and also in the 
case of self-employed persons. Moreover, although a separate and 
identifiable National Health contribution should, in theory, serve to 
rebut any argument that the National Insurance contribution was 
being raised without any proportionate increase in benefits, the 
average man did not distinguish between the two elements in his 
National Insurance contribution which were attributable to the 
National Insurance scheme and to the National Health Service 
respectively. If he was required to pay an extra Sd. for the latter 
service, nothing would convince him that, since his contribution 
liability as a whole was being increased, he was not entitled to expect 
a commensurate improvement in his National Insurance benefits. 
By the following year a deficit of some £40 millions would emerge 
on the National Insurance fund. By 1970-71, if no action was taken 
in the interim, this deficit would rise to £450 millions. It would be 
difficult enough, by adjustment of the National Insurance 
contribution, to keep this deficit under control while at the same 
time granting the increase in National Insurance benefits which was 
becoming inevitable. He thought it doubtful whether it would be 
wise to complicate this issue by introducing a separate contribution 
in respect of the National Health Service. 

The Minister of Health said that he agreed with the proposal 
to increase the charges for welfare milk and for school meals. He 
would also have been ready to accept an increase in the charge for 
orange juice, cod liver oil and vitamins, which were taken up to the 
extent of only some 30 per cent, of entitlement. It was, however, 
true that this economy would be resented as a further attack on the 
nutritional standards of children; and that we were, in any case, 
committed to accepting supplies of orange juice from the West Indies 
up to 1960. He was, therefore, content that the charge for orange 
juice, cod liver oil and vitamins should not be increased for the time 
being. 

The introduction of a separate contribution for the National 
Health Service would present administrative difficulties, and it might 
be wiser merely to increase the existing fraction of the National 
Insurance contribution which was attributable to the National Health 
Service. If, at at the same time, the insurance stamp could be over
printed or divided in some way which clearly illustrated its 
contribution to two distinct services, it should be possible to secure 
the advantages of the new proposal without the administrative 
complications which would otherwise be involved. 

In further discussion there was general agreement that the 
National Health Service should now be established on a compulsory 
contributory basis. It would be psychologically valuable that the 
benefits received under the National Insurance Scheme and the 
National Health Service should be seen to be financed by two separate 
contributions, provided that the administrative difficulties could be 
overcome. It would be necessary, however, to consider the impact 
of this change and of the increase in the charges for welfare milk 
and school meals on a public opinion which would shortly face the 
prospect of a rise in controlled rents by amounts which might, at the 
maximum, reach 75. 6d. a week. In these circumstances it was 
suggested that it might be wiser to make no change in the charge for 
school meals; to confine the increase in charges to welfare milk, 
orange juice, cod liver oil and vitamins; and to provide that the 
National Health Service contribution should, from the outset, be 
2s. rather than Is. 6d. 
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The Cabinet— 
(1) Agreed in principle	 that, subject to further examination of 

the administrative implications, the contributory element 
in the financing of the National Health Service should be 
extended. 

(2) Invited the Chancellor of the Exchequer, in consultation	 with 
the Minister of National Insurance and the Minister of 
Health, to arrange for further consideration to be urgently 
given to the administrative problems entailed in this 
decision and to the scope of the legislation which would 
be necessary. 

(3) Agreed to resume their discussion at a later meeting. 

*2. The Cabinet resumed their discussion of memoranda on 
local government finance by the Lord Privy Seal ( C P . (56) 282), the 
former Secretary of State for Scotland ( C P . (56) 287) and the former 
President of the Board of Trade ( C P . (56) 289), together with a 
memorandum by the Minister of Education (C. (57) 21). 

The Minister of Housing and Local Government said that the 
proposal to substitute a general grant for the present system of specific 
grants could not be considered as an attack on the education services. 
It was no part of the proposal that the cost of education to the 
Exchequer should remain fixed at its present level. Nevertheless, an 
arrangement under which the Exchequer undertook to meet 60 per 
cent, of the cost of a service, irrespective of its amount, contained no 
adequate incentive to economy. While there might be no gross 
extravagance in the education services, there was undoubtedly scope 
for savings; and the introduction of a general grant would provide 
the necessary stimulus for this purpose. The change proposed was 
an essential step in putting the financing of local government on to 
a sound footing. It was expected, and would be welcomed, by 
Government supporters who were active in local government, and 
there was evidence that there would be support for it in local 
government administration generally. The loss of rate income which 
would be sustained by some local authorities would be mitigated 
initially by the transitional arrangements which were proposed, and 
would not assume significant proportions until after 1961, when a 
further review of the rating structure would in any event be necessary. 

As regards the re-rating of industry he sought authority to make 
a statement during the Second Reading Debate on the Rating and 
Valuation Bill on 7th February to the effect that, in the Governmenfs 
view, rating finance would not have been placed on a sound basis until 
all properties were assessed for rating at their full current value, and 
to foreshadow further legislation on this subject. 

The Minister of Education said that he must rest on the 
arguments which he had advanced previously. Salaries and standing 
charges accounted for at least 60 per cent, of the total expenditure 
on education. In view of the continuing pressure which the Govern
ment must still exert to secure an improvement in pupil-teacher 
ratios, it would be illusory to think that the education services could 
be made to yield any substantial savings. The consequence of 

introducing a general grant would be that effective control of 
educational policy would be transferred from the Minister of 
Education to the local authorities. This would be retrograde. 

The Secretary of State for Scotland said that in Scotland the 
effects of the proposal would be concentrated on education; for, of 
a total grant of £36^ millions, education accounted for £33 millions. 
The introduction of a general grant would yield no substantial 
savings, while it would make it impossible, unless new means of 
enforcement were devised, for the Government to ensure in future 

* Previously recorded in a Confidential Annex. 



that their educational policies were effectively carried out in Scotland. 
The decline in the vigour of local government was due to the fact that 
in present circumstances the most competent people could no longer 
afford to give their time to i t ; and the present proposal would not 
in any way help to remedy this. 

The Chancellor of the Exchequer said that the proposal for a 
general grant should be considered not in isolation but as an integral 
element in his programme for securing the measure of control over 
public expenditure which was necessary to maintain confidence in 
sterling. For this purpose it was necessary that he should be able to 
demonstrate that steps had been taken, not to reduce the expenditure 
of local authorities by drastic cuts in the scale of their services, but 
to bring that expenditure under more effective control. Local 
authorities would undoubtedly exercise greater prudence in financing
services which they would be required to sustain out of their own 
resources, and the proposed change should represent an important 
contribution towards restoring the vitality of local government. It 
was desirable that a statement outlining reforms on the lines 
advocated by the Minister of Housing and Local Government should 
be made in advance of the announcement of his own proposals which 
he expected to make on 18th February. 

The Home Secretary said that, with the prospect that Exchequer 
expenditure on education would rise by £150 millions by 1961, the 
needs of the Governments economic policies were paramount, and 
the expenditure on this service must be brought under more effective 
control. The alternative course, which would be far more difficult, 
would be to revise the percentages of the existing specific grants. 

In discussion it was suggested that, if the main justification for 
introducing a general grant was that it would yield significant savings, 
it was clearly doubtful whether it would, in fact, have any such effect; 
while, as it would bear primarily on education, it would expose the 
Government to the charge that they were pursuing a course which 
was inconsistent with their declared aim of creating an Opportunity 
State. Moreover, the introduction of a general grant would intensify 
pressure on the rates, which were even more unpopular than taxes. 

On the other hand there was strong support for the view that the 
introduction of the proposed new system would do much to 
encourage a sense of independence among local authorities and to 
restore vigour and enterprise to local government. In view of the 
extent to which it had been possible to influence the housing policy 
of local authorities by means of advice and encouragement, the 
substitution Of a general for a specific grant should not in itself make 
it impossible to continue to exercise effective central control over 
educational policy. 

The Prime Minister, summing up the discussion, said that, in his 
view, the re-rating of industry on the basis proposed would not be 
an insupportable burden on industry in present circumstances, and 
the Government should announce their intention to legislate for this 
purpose. No decision need be announced, for the time being, about 
the disposal of the additional rate income which this would yield. In 
view of the fact that the Government were pledged to pursue an 
expanding educational programme, the proposed general grant 
presented more difficulty. But the percentage system had been 
introduced at an earlier period to counteract an unduly parsimonious 
approach by local authorities towards education and other services. 
This danger had now been removed, and the more pressing need was 
for the Government to be able to demonstrate that they were 
exercising effective Control over public expenditure. The proposed 
change should, however, be represented not so much as a means of 
reducing expenditure on local services but rather as a redistribution 
of financial responsibility between the central Government and the 
local authorities which would be to the benefit of both parties. In 
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view, however, of the difficulties which this matter presented, the 
Cabinet would no doubt wish to defer their final decision until it could 
be taken in the context of the draft statements in which it would be 
announced. 

The Cabinet— 
(1) Invited the	 Minister of Housing and Local Government to 

circulate a draft statement of the Governmenfs policy on 
local government finance. 

(2) Invited the Chancellor of the Exchequer to circulate the	 draft 
of a passage about local government expenditure which 
might be included in his statement on 18th February. 

(3) Agreed to resume	 their discussion at a meeting later in the 
week. 

3. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (57) 11) recommending that 
legislation should be introduced to authorise the Exchequer to make 
a grant of £10,000 annually to the House of Commons Members ' 
Fund, beginning in the financial year 1957-58. 

The Chancellor of the Exchequer said that the plight of some 
former Members of the House of Commons attracted widespread 
sympathy. The Exchequer grant which he now proposed would 
enable both the rates of benefit and the income limits to be raised 
to more satisfactory levels. These arrangements were acceptable to 
the Trustees of the Fund. 

In discussion there was general agreement with this proposal, on 
the understanding that its announcement would be timed to coincide 
with that of improvements in the remuneration of Members of 
Parliament and certain professional classes. It was suggested, 
however, that it might be held to be inconsistent with the purpose of 
the Exchequer grant that benefits paid out of the Members ' Fund 
should henceforward be liable to income tax. The Chancellor of 
the Exchequer said that, although he would give further consideration 
to this point, the case for exempting these payments from income 
tax would have to be examined in relation to the corresponding claims 
of other people living on small fixed incomes. 

The Cabinet— 
Approved, subject to the points made in their discussion, the 
proposals in C. (57) 11. 

4. The Commonwealth Secretary said that, in the debate on 
the Ghana Independence Bill in the House of Lords that day, it would 
be necessary for Government spokesmen either to press for the 
retention of Clause 3 of the Bill (thus excluding Ghana from future 
operations of the Colonial Development Corporation) or to accept 
a compromise proposal that Clause 3 should be omitted from the 
Bill but that, pending the completion of the Governmenfs 
investigation of the problems involved in financing future 
development in the Commonwealth, the Corporation should be 
directed to refrain from financing any new schemes of development 
in Ghana. Examination of the latter proposal had shown that it 
was open to serious legal objection. There was, therefore, no 
alternative to the retention of Clause 3 of the Bill, and it would be 
necessary for Government spokesmen to speak accordingly in the 
debate. 

The Cabinet— 
(1) Took note of this statement. 



Independence The Chancellor of the Exchequer said that it had been suggested 
Celebrations. that £55,000 should be made available to pay for the United Kingdom 

contribution to the independence celebrations in Ghana. Of this 
sum some £35,000 was required for a fly-past by Valiant aircraft. 
It seemed doubtful whether expenditure on this scale was necessary 
or justifiable. 

In discussion it was pointed out that both the United States 
and the Soviet Union proposed to send the most modern types of 
aircraft to take part in these celebrations, and that it would be 
embarrassing if this country was not represented on a comparable 
scale. It should, however, be possible, without damage to our 
prestige, to eliminate the rest of the proposed expenditure. 

The Cabinet— 
(2) Agreed	 that the United Kingdom contribution to the 

independence celebrations in Ghana should include a 
fly-past by Valiant aircraft. 

Broadcasting. 5. The Home Secretary said that the Independent Television 
Party Political Authority (I.T.A.) had proved unwilling to accept an obligation to 
Broadcasts. relay party political broadcasts transmitted by the British Broad

casting Corporation (B.B.C.), and had proposed an alternative type (Previous of broadcast	 which was unacceptable. The B.B.C. considered that Reference: the I.T.A. would obtain an unfair advantage if both organisations C M  . (55) 40th were not required to accept an identical obligation to transmit party Conclusions, political broadcasts, and the Opposition leaders in the House of Minute 3.) Commons had suggested that amending legislation to this effect 
should be introduced. There were objections to legislation of this 
kind, and it would be better that further efforts should be made to 
persuade the I.T.A. to relay party political broadcasts transmitted 
by the B.B.C. 

The Cabinet— 
Invited the Home Secretary to continue his efforts to 
persuade the I.T.A. to relay party political broadcasts 
transmitted by the B.B.C. 

Suez Canal. 6. The Prime Minister read to the Cabinet the draft of a 
British 	 statement which he proposed to make in the House of Commons 
Evacuees. 	 about the establishment of an Anglo-Egyptian Resettlement Board 

to supervise the arrangements for the relief and resettlement of British (Previous subjects evicted from Egypt. Reference: 
C C . (57) 4th In discussion various amendments were discussed and accepted. 
Conclusions, The Cabinet— 
Minute 6.) 

Approved the draft statement, subject to the amendments 
agreed during their discussion. 

Cabinet Office, S.W.1, 

5th February, 1957. 
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C C . 8 (57) 

Parliament. 1. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

Monetary and 2 . The Chancellor of the Exchequer said that a reduction in 
Commercial bank rate from 5£ per cent, to 5 per cent, would be announced that 
Policy. day. It was important that this reduction should be understood as 
(Previous - a technical measure designed to reinforce the Governments monetary 
References: policy, and that it should not be interpreted as an indication that 
C M . (56) 14th the pressure on the economy and on the balance of payments had 
Conclusions, significantly diminished. 
and A White Paper on the attitude of the United Kingdom 
C M  . (56) 85th Government towards the proposed common market and free trade 
Conclusions, area in Europe would be published on the following day. It would 
Minute 6.) set out the basis on which he and the President of the Board of Trade 

proposed to approach the discussions which were due to take place 
in Paris shortly, and it would place publicly on record our 
reservations against bringing agricultural products within the scope 
of a free trade area. 

The Cabinet— 
Took note of these statements by the Chancellor of the 
Exchequer. 

Foreign Affairs. 3. The Foreign Secretary said that the United States Govern-
Suez Canal. nient now appeared to be convinced that Canal dues should be 
(Previous paid to a neutral authority such as the International Bank under 
Reference: an arrangement which would provide for half the sums received to 
C C . (57) 7th be paid over immediately to the Egyptian Government and the 
Conclusions, other half to be held in trust by the receiving authority until a basis 
Minute 6.) for the future operation of the Canal had been settled. The 

possibility could not, however, be excluded that we might still be 
pressed to agree that all dues should be paid direct to the Egyptian 
Government. 

The Cabinet agreed that, as the clearance of the Canal might 
now be ahead of schedule, every effort should be made to induce the 
United States Government to press for a satisfactory agreement to 
govern the payment of dues. The speed with which the Canal could 
be restored to use would depend both on the extent of the damage 
which had been suffered by the shore installations and on 
re-establishing agency services for shipping in the Canal area. The 
Minister of Transport was considering these matters. 

Israel. The Foreign Secretary said that, while we had supported the 
(Previous resolutions urging Israel to withdraw her forces which had been 
Reference: tabled in the General Assembly of the United N ations in the previous 
C C . (57) 4th week, it would be more difficult to decide our attitude on any 
Conclusions, subsequent resolution invoking sanctions against Israel for 
Minute 2.) non-compliance. Our best course would probably be to argue that 

it was premature to consider using sanctions. But it would also be 
necessary to press the United States Government, who were unlikely 
to favour recourse to sanctions, to use their influence in the Assembly 
to prevent any premature decision. 

Western The Foreign Secretary said that the meeting of the Foreign 
European Ministers of the countries in the Western European Union which 
Union. would shortly take place in London would provide the opportunity 
(Previous for explaining to the other member countries our intentions about 
Reference: the level of the forces which we proposed henceforward to maintain 
C C . (55) 5th in Europe. The justification which we should advance for reducing 
Conclusions, our forces should be discussed primarily in political rather than in 
Minute 5.) military terms; but a meeting of Defence Ministers might be of 

advantage at a later date. 



Aden. The Foreign Secretary said that further reflection about the 
(Previous suggestion that we should invite the United Nations to station 
Reference: observers in the frontier areas between the Aden Protectorate and 
C.C. (57) 2nd the Yemen had confirmed his earlier conclusion that it would not 
Conclusions, be to our advantage to do so. It would not be possible to exclude 
Minute 1.) representatives of countries in the Soviet bloc from any body of 

observers appointed by the United Nations, and it was undesirable 
to create a precedent which might have damaging results elsewhere. 
The situation on the frontier was not out of control, and at present 
the degree of unrest was less than on some previous occasions. It 
was in our interest that the matter should be presented in this light. 

The Colonial Secretary said that he agreed with this view. Steps 
had been taken to reinforce the ground armament of our frontier 
posts. 

The Cabinet—-
Took note of the Foreign Secretary's statements and of the 
points made in discussion. 

Germany. 4. The Foreign Secretary said that it was desirable that the 
Support Costs, negotiations which had been proceeding with the Federal German 
(Previous Government over their contribution towards the support costs of our 
References troops in Germany should be concluded as soon as possible. The 
C-C. (57) 4th outstanding points were minor and, if they were allowed to prolong 
Conclusions, the negotiations, the degree of agreement already reached would 
Minute 5.) be jeopardised. He therefore sought authority to dispose of these 

points on the best terms that could be obtained and thereafter to 
conclude the negotiations on the basis of a contribution as close 
as possible to £50 millions. Although the exact reductions which we 
proposed to make in the number of our troops in Germany had not 
been disclosed to the Federal German Government, we had informed 
them in general terms of our intentions, and it would be possible 
for either Government to demand a review of the agreement if our 
actual expenditure varied substantially from the present estimated 
figure of £57 millions. There was little danger, therefore, of our 
exposing ourselves to a charge that we had misled the German 
Government in not disclosing in detail the reductions which we 
proposed to make. 

The Cabinet agreed that a settlement of this matter should now 
be sought without delay on the basis proposed by the Foreign 
Secretary. 

The Cabinet— 
Authorised the Foreign Secretary to expedite, on the basis 
which he had outlined, the conclusion of the negotiations 
with the German Government on support costs. 

Ghana. 5. The Colonial Secretary said that the purpose of his recent 
(Previous visit to Accra had been to allay the anxiety among the Ashanti and 
Reference: the tribes in the Northern territories that their local traditions and 
C.C. (57) 7th institutions would not be preserved under the new Constitution for 
Conclusions, Ghana. A satisfactory agreement had been reached as a result of his 
Minute 4.) intervention. But the Prime Minister of the Gold Coast had subse

quently proposed to adopt certain provisions which would nullify 
the safeguards introduced to cover the interests of the Ashanti and 
the Northern territories and had sent two of his Ministers to London 
to discuss these proposals. After further discussion, agreement on 
all points had been restored. Every possible step had been taken 
to entrench in the Constitution safeguards for the rights of the tribal 
and regional peoples. The White Paper setting out the constitutional 
proposals for the Gold Coast would be published forthwith. 



East-West 
Trade. 
Copper Wire. 
(Previous 
References: 
C M . (56) 68th 
Conclusions, 
Minute 4, and 
C M . (55) 5th 
Conclusions, 
Minute 9.) 

Education. 
(Previous 
References: 
C.C. (57) 7th 
Conclusions, 
Minute 1, and 
C M . (56) 40th 
Conclusions, 
Minute 11.) 

The Cabinet would welcome the suggestion by H.R.H. the 
Duchess of Kent that she should extend her forthcoming visit to the 
Gold Coast on the occasion of the independence celebrations in order 
to visit the Ashan t i and Northern territories. Such a visit would do 
much to allay inter-regipnal suspicions, and would make an important 
contribution towards a successful start for Ghana as an independent 
State. 

The Cabinet— 
Took note of the Colonial Secretary's statement. 

6. The Cabinet had before them memoranda by the President 
of the Board of Trade (C. (57) 22) and the Foreign Secretary 
(C. (57) 26) about the export of copper wire to Russia. 

The President of the Board of Trade said that, since copper wire 
was freed from embargo in August 1954, United Kingdom exports 
to the Soviet Union had risen from 5,000 tons in 1954 to 40,000 tons 
in 1956. Of the 40,000 tons, 33,000 tons had been sold by Crompton 
Parkinson and the balance by Aberdare Cables against a licence for 
10,000 tons. For 1957 Crompton Parkinson had been promised a 
licence for 40,000 tons, and Aberdare Cables were applying for a 
licence for 10,000 tons. Although the United States Government 
were pressing for a sharp curtailment in the export of copper wire 
to Eastern Europe, it would be difficult to refuse the application of 
Aberdare Cables without being accused of favouring Crompton 
Parkinson. Moreover, the Soviet Union could probably place the 
order elsewhere without difficulty. 

The Foreign Secretary said that, in view of the sharp rise in our 
export of copper wire to the Soviet Union since 1954, the United 
States Government would be liable to take offence at any further 
increase. If, however, deliveries by Crompton Parkinson could be 
so spaced that they would not exceed in the current year the amount 
delivered last year, the balance being delivered in 1958, the proposal 
might be more acceptable. 

In discussion there was general agreement that we should seek 
to avoid any occasion of dispute with the United States Government 
at a time when friendly relations between the United States and this 
country were being restored. On the other hand, the refusal of a 
licence to Aberdare Cables would deprive this country of a valuable 
export and might endanger employment in a Development Area 
without necessarily reducing the supply of copper wire to the Soviet 
Union. It was therefore desirable to seek to arrange the delivery 
dates of the consignments supplied both by Crompton Parkinson and 
by Aberdare Cables in such a way that we could claim that we were 
not permitting any significant increase in the export of copper wire 
to the Soviet Union during 1957 over the quantities actually 
exported in 1956. 

The Cabinet— 
Invited the President of the Board of Trade to give further 
consideration to the proposed export of copper wire to the 
Soviet Union on the basis suggested in their discussion. 

7. The Cabinet had before them a memorandum by the 
Minister of Education (C. (57) 23) on future educational policy. 

The Minister of Education said that he endorsed the approach 
to this question outlined in the memorandum by his predecessor 
( C P . (56) 278). In terms of educational structure and of expenditure 
on education per head of the population we compared unfavourably 
with many other countries. An increase in expenditure on buildings, 
teachers and, ultimately, university awards was essential if we were 
to match the educational achievement of our competitors and, in 



particular, to accommodate in the secondary schools the ;  i bulge " 
which was now passing out of the primary schools. In addition, we 
must contemplate making it possible for any child who wished to 
stay at school until the age of 18 to do so, even at the cost of giving 
this measure priority over the raising of the normal school-leaving 
age to 16. 

If economies in Government expenditure of the scale at present 
under discussion were to be adopted and a general grant was to be 
introduced in substitution for specific grants in aid of local authority 
expenditure, some progressive measure in education must be 
introduced to offset the impression, which would otherwise be 
inevitable, that the Government had failed to justify their claim to be 
introducing the Opportunity State and had forfeited the confidence 
of educationalists. The essential feature of such a measure would 
be a more generous attitude towards the school building programme, 
which would facilitate a reduction in the size of classes and the 
recruitment of additional teachers. Moreover, the pressure on the 
building industry had now been relieved and, unless some modest 
increase in building authorisations was made, there might be an 
unwelcome interruption in the school building programme. He 
therefore proposed that authorisations of £55 millions for 1957-58 
and £60 millions for 1958-59 should be granted. The immediate 
increase in expenditure would be negligible. 

The Chancellor of the Exchequer said that, at a time when 
taxation was already too high and the scope of possible economies 
elsewhere in Government expenditure was not yet clear, it was 
unrealistic to consider any further increase in expenditure on 
education. The proposal of the Minister of Education should 
therefore be deferred until the total of civil expenditure had been 
finalised in the Estimates and it was possible to see more exactly 
whether the Exchequer could sustain any additional claims. 

In discussion there was general agreement that, although any 
additional expenditure was most unwelcome in present circumstances, 
it was desirable to satisfy public opinion that the essential elements 
in the Governments educational policy were being preserved not
withstanding the economies in Government expenditure generally 
and the possible adverse effects on education of the introduction of 
a general grant in aid of local authority expenditure. An increase in 
Exchequer outlay on education would not necessarily involve a 
commensurate increase of inflationary pressure; and in view of the 
decline in activity in the building trade it should be possible to 
establish, by further interdepartmental discussion, whether some 
modest increase in building authorisations for education could be 
permitted without damage to the economy. 

The Cabinet— 
Invited the Chancellor of the Exchequer, in consultation 
with the Minister of Education, to give further consideration 
to the possibility of increasing the building authorisations 
for education; and, if necessary, to submit revised proposals 
to the Cabinet. 

Cabinet Office, S.W.1, 
7th February, 1957. 
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 ] . The Foreign Secretary said that, in the negotiations about the 
 termination of the Anglo-Jordan Treaty, satisfactory progress had 

 been made, with one exception, on all major points of interest to us. 
 The Jordanian Government wished to publish in the form of a 
 declaration the heads of agreement that had already been established,? 

 and, subject to minor textual amendments, the draft contained in 
telegram No. 208 from Amman appeared to be acceptable to us so 
far as concerned the date of termination of the Treaty and the 
arrangements for the withdrawal of British troops. The declaration 
would, however, contain no mention of over-flying and staging rights 
for aircraft, as this matter had not yet been raised in the negotiations. 
It was important that, agreement in principle having been already 
reached on most matters, we should not subsequently find ourselves 
precluded from raising the question of over-flying rights. He 
therefore proposed to instruct H.M. Ambassador at Amman to try 
to ensure that a suitable reference safeguarding our interests in this 
respect would be included either in the proposed declaration or in 
a separate exchange of letters. In the latter event it would be 
preferable that we should be free to publish the letters, since the 
ultimate agreement on the question of over-flying rights would in any 
case have to be published as part of the final Exchange of Notes 
ending the Treaty. 

The Cabinet— 
(1) Approved,	 subject to minor amendments, the draft 

declaration in telegram No. 208 from Amman, setting 
forth the heads of agreement established in the 
negotiations with the Jordanian Government on the 
termination of the Anglo-Jordan Treaty. 

12) Agreed	 that H.M. Ambassador at Amman should be 
instructed to press for satisfaction on the question of 
over-flying and air-staging rights, with a view to the 
inclusion of a suitable reference to this subject either in the 
proposed declaration or in a separate exchange of letters. 

2. The Cabinet had before them a memorandum by the Minister 
of Local Government (C. (57) 24) covering the draft of a statement 
announcing the Governments broad conclusions on the review of 
local government finance. 

The Prime Minister said that the Cabinet would wish to consider 
carefully the terms in which their decision, if it favoured the proposals 
which had recently been under discussion, would be announced. That 
decision was a grave one, involving major issues of policy; and the 
Cabinet should appreciate the scope and force of the criticism which 
the Governments proposals might provoke. 

The Minister of Education said that, in his view, the policy 
implicit in the draft announcement would be difficult to sustain. 
It would be impossible for him to maintain a relationship of 
confidence with local educational authorities unless some concession 
was made in educational expenditure as an offset to the present 
proposals. Moreover, it must be understood that, if these proposals 
were adopted, his statutory powers of direction would, from 1959 
onwards, have to be used more frequently and more positively than 
at any time since the passing of the Education Act, 1944. If, however, 
the majority view of the Cabinet favoured the introduction of the 
proposals, he was prepared, subject to the reservations which he had 
indicated, to accept this decision. 

The President of the Board of Trade supported this statement. 
While he also was prepared to accept the majority view of the 
Cabinet, he had considerable doubt whether it would prove possible 
to sustain a policy which ran counter to the trend of development 
in other countries, where educational administration was becoming 



progressively more centralised. This tendency was particularly 
important in higher education in science and technology, which could 
only be satisfactorily organised on a basis transcending the arbitrary 
boundaries of local education authorities. 

The Secretary of State for Scotland said that he felt grave doubt 
both about the proposed re-rating of industry and about the introduc
tion of a general grant in place of specific grants. The theoretical 
attractions of these proposals was clear; but, in practice, their 
consequences were likely to prove unwelcome in later years. He 
was particularly concerned about the probable effect on education 
in Scotland; and he associated himself with the views expressed by 
the Minister of Education and the President of the Board of Trade. 

The Minister of Agriculture said that he too was sceptical about 
the ultimate value of these proposals. They represented an attempt 
to reverse a trend of development which was probably by now 
irreversible. He feared that local authorities had become, for 
practical purposes, agents of the central government; and that any 
attempt to restore to them a status of relative independence which 
they had now largely forgotten was not likely to result in benefits 
to local government commensurate with the political criticism 
which the proposed changes would provoke. Nevertheless, with 
these reservations, he was prepared to accept the majority view of the 
Cabinet. 

On the other hand it was strongly argued that the proposals 
before the Cabinet offered the only opportunity of providing local 
authorities with a fresh incentive to economic administration and 
of infusing greater life and reality into local government. In 
education, current expenditure, as distinct from capital investment, 
was extravagant and, in order to bring it under control, the 
Government would be compelled either to substitute a general grant 
for specific grants or to modify the percentages of the latter. There 
was little doubt that the former approach would constitute a greater 
stimulus to economy and would be more effective in restoring to 
local authorities a desirable sense of responsibility. The Government 
could no longer justify a position in which local authorities appeared 
to be independent but were in fact compelled to rely, for the greater 
part of their income, on grants from the Exchequer and were, as a 
result, subject to an excessive degree of control. It should be possible 
to rectify this anomalous situation without endangering the 
centralised control which, at least in' certain parts of the educational 
service, might well be desirable. F rom this point of view the 
proposals under consideration were consistent with the Governments 
political philosophy; and they were likely to be welcomed both by 
the Governments supporters in local government and by those 
officers of local authorities who had at heart the genuine interests 
of healthy and vigorous local admnistration. 

The Prime Minister, summing up the discussion, said that the 
proposals before the Cabinet were clearly debatable, both on their 
merits and in terms of political advantage. Moreover, if they were 
introduced, the consequential legislation would make heavy demands 
upon the legislative time likely to be available in the 1957-58 session. 
Nevertheless, the majority view of the Cabinet clearly favoured their 
Qdot)tion. 

The Cabinet then turned to consider the draft, announcement 
appended to C. (57) 24. In discussion the following points were 
made : — 

(a) I t would be desirable to illustrate in more statistical detail 
the extent to which the financing of local expenditure as a whole had 
come to be increasingly dependent on grants from the Exchequer. 

(b) The announcement was likely to provoke questions about 
the extent to which the Government would allow local authorities 
to retain the product of the proposed re-rating of industry and freight 
transport to 50 per cent, of the net annual value. It would be 



5	 C C . 9 (57) 

necessary to maintain at the outset that the whole of this product 
should accrue to the Exchequer, but to be prepared to make some 
concession during the subsequent negotiations with the local 
authorities. 

(c) Questions might also be expected about the Governments 
longer term intentions on the re-rating of industry and freight 
transport. It was probable that industry could absorb, without great 
difficulty, the measure of re-rating now proposed; and it was for 
consideration whether, if some compensating tax relief could 
simultaneously be granted, the re-rating of industry and freight 
transport should not be established from the outset on a basis of 
100 per cent, of the net annual value. On the other hand the 
revaluation of house property in 1961 would impose a heavy 
additional rate burden on householders; and it was desirable to 
hold in reserve, as a possible means of easing that burden to some 
extent, any increase in the re-rating of industry and freight transport 
beyond that now proposed. Questions on this point should therefore 
be dealt with in such a way as to preserve for the Government the 
maximum freedom in subsequent action. 

(d) The general tone of the announcement should be modified 
in order to indicate that the main purpose of the Governments 
proposals was less to secure economy in local expenditure than to 
give local authorities greater financial responsibility and, by providing 
them with more scope for initiative and independent action, to restore 
life and vigour to local government. In particular, paragraph 6 of 
the draft should be revised in order to remove the impression that, 
as a result of the Governments proposals, local authorities might 
adopt a more parsimonious attitude towards the social services. 

(e) It should be made clear that specific grants would be retained 
only in those cases where the nature of the service involved made it 
inappropriate for the Exchequer contribution to its financing to be 
subsumed in the proposed general grant. It was suggested, in this 
connection, that technical education should, from the outset, be 
specifically excepted from the scope of the new proposals, on the 
ground that it was essentially a service which transcended the 
boundaries of local education authorities and could therefore, be 
suitably financed only by means of a specific grant. On the other 
hand, it was argued that it would be unwise to make any concession 
on a point of this kind before negotiations with the local authorities 
had started. It would be for consideration at a later stage whether 
the particular claims of technical education, if pressed by the local 
authorities, could be singled out for exceptional treatment without 
establishing a dangerous precedent in respect of other services. 

The Cabinet— 
(1) Approved in principle	 the proposals for the reform of local 

government finance outlined in C P . (56) 282. 
(2) Authorised the Minister	 of Local Government to announce 

these proposals to Parliament in the terms of the statement 
annexed to C.(57) 24, as amended in the light of their 
discussion. 

Parliament. 3. The Lord President said that there was a tendency for 
Amendments to Departments to be unwilling to accept amendments tabled in the 
Bills in the House of Lords to important Government Bills which were 
House of Lords introduced in that House, although the same or similar amendments 

' were accepted later when the Bill had reached the House of Commons. 
Neither Government supporters nor Opposition Peers in the House 
of Lords could be expected to maintain interest in legislative work 
if the House, in considering Bills, was not permitted to debate 
amendments which were in themselves acceptable. 

The Home Secretary said that, with this in mind, he had already 
arranged for a suitable proportion of the amendments to the Shops 



Bill, which had been introduced in the House of Lords, to be tabled 
while the Bill was in progress through that House. 

The C a b i n e t 
(1) Agreed that it	 was desirable that a suitable proportion of 

acceptable amendments to Government Bills introduced 
in the House of Lords should be tabled in that House. 

(2) Invited the	 Home Secretary to advise Ministers in charge 
of Government Bills accordingly. 

Cabinet Office, S.W.1. 
8th February, 1957. 
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Farm Price 
Review. 
(Previous 
Reference: 
Conclusions, 
C M . (56) 23rd 
Minute 6.) 

1. The Cabinet had before them memoranda by the Minister 
of Agriculture (C. (57) 28) and the Chancellor of the Exchequer 
(C. (57) 29) about the forthcoming annual review of farm prices. 

The Minister of Agriculture said that the Governmenfs original 
objective of a total volume of production, which was 160 per cent, 
of the pre-war level, had been achieved and it was now increasingly 
important, in the context of a total agricultural output which 
amounted in value to some £1,200 millions a year, to determine 
individual price guarantees on a basis which would discourage the 
production of some commodities and encourage the production of 
others. The farmers' confidence in the Government, which the new 
system of long-term assurances had done much to restore, would 
again be shaken if the first settlement to be made under the new 
system was restricted to the minimum permissible award and if the 
annual review of prices was not conducted in such a way as to provide 
the opportunity for the farmers to recoup increased costs to a 
reasonable extent. Moreover, the net income of the farmers, though 
adequate in the aggregate, concealed a decline in the income of the 
small farmer which a satisfactory settlement must take into account. 
The rise in farmers' costs which was relevant to the determination 
of the level of guarantees for 1957-58 amounted to some £38 millions. 
This figure was broadly in line with cost increases in the two 
immediately preceding years which had attracted settlements of 
£28 millions and £25 millions respectively; and, while the forth
coming review must have full regard to the needs of the Exchequer 
at the present time, the farmers might reasonably expect to recover 
some £15 to £16 millions. As regards the higher cost of petrol and 
oil, the Government would be exposed to a charge of breach of 
faith if this item was not taken into account, unless it could be stated 
categorically that the increased tax would be discontinued at some 
specified early date. 

The Chancellor of the Exchequer said that two-thirds of the 
net income of the farmers was drawn from public funds. The cost 
of Exchequer assistance, amounting now to £225 millions, would 
rise to £233 millions in the forthcoming year on the basis of the 
present guarantees. At a time of acute financial difficulty there was 
no justification for giving still further assistance to farmers. The 
excessive production of milk and eggs was already embarrassing, and 
the farming industry was not alone in being required to meet rising 
costs by a corresponding increase in efficiency. There was evidence 
that, of the increased costs which would arise for consideration 
in the forthcoming review, the farming industry had already been 
able to absorb between £12 and £15 millions; and the new system 
of capital grants represented a further measure of Exchequer 
assistance which must be taken into account. In present circum
stances the settlement should be based on the minimum permissible 
award. Provided that this principle was accepted, the increased cost 
of petrol and oil might be taken into account in the calculation, on 
the understanding that a compensating adjustment would be made 
at the next annual review if the increase in the tax on petrol and 
oil had by then been withdrawn. On this basis a figure of £8 millions 
would represent the minimum permissible award, and the 
Governmenfs intention to impose a settlement at this figure should 
be made plain to the farmers at the outset of the negotiations. 

The Home Secretary said that farmers in Great Britain were 
hoping to achieve a settlement based on a figure in the region of 
£10 to £12 millions, and farmers in Northern Ireland were expecting 
slightly more. While the minimum award of £8 millions should go 
some way towards satisfying them and retaining their confidence in 
the Government, it would be regarded as a breach of faith if no 
account was taken of the increased cost of petrol and oil. 

The Secretary of State for Scotland said that a settlement at 
£8 millions,'while it would entail no breach of faith, would fail to 
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satisfy farmers in Scotland. They had suffered disproportionate loss 
as a result of the poor weather in the previous summer and, although 
the Agriculture Acts imposed no obligation on the Government in 
this respect, it was difficult to convince the farmers that losses 
resulting from poor weather were not a factor to be taken into 
account. 

It was the general view of the Cabinet that, in view of the gravity 
of the financial situation, a settlement should be sought, and if 
necessary imposed, on the basis of the minimum permissible award 
under the system of long-term assurances after taking into account 
the increased price of petrol and oil. The Minister of Agriculture 
undertook to consider how the Governments policy could best be 
presented in the forthcoming negotiations and to submit for the 
Cabinets consideration a schedule of guarantees relating to an award 
of £8 millions. 

In further discussion The Commonwealth Secretary said thai
there was a danger that unduly high support prices for milk and 
wheat would jeopardise our trading relations with New Zealand 
and the favourable trade agreement we had recently concluded with 
Australia. The Cabinet were, however, informed that, although 
costs had risen, there was no intention of increasing the guaranteed 
price for milk, and it was hoped that the production of milk would 
be correspondingly discouraged. It would be necessary, for technical 
reasons, to raise the guaranteed price for wheat by Ad., but costs had 
already risen by more than that amount. 

The Cabinet — 
(1) Agreed	 that in the forthcoming review of agricultural 

guarantees for 1957-58 the objective should, in principle, 
be the minimum permissible award under the system of 
long-term assurances. 

(2) Invited the Minister of Agriculture to give further	 considera
tion to the presentation of the Governments policy in 
the forthcoming negotiations and to circulate to the 
Cabinet a schedule of guarantees relating to an award 
of £8 millions. 

2. The Cabinet had before them a memorandum by the 
Minister of Local Government (C. (57) 30) covering a revised draft 
announcement of the conclusions emerging from the Governments 
review of local government finance. 

In discussion the draft announcement was approved subject to 
certain textual amendments. 

The Cabinet-— 
Authorised the Minister of Local Government to make a 
statement in the House of Commons in the terms approved 
in their discussion. 

3. The Prime Minister informed the Cabinet that it had now 
been finally agreed that President Eisenhower and he should meet 
in Bermuda for discussions from 21st to 24th March. The Prime 
Minister of Canada had suggested that he might thereafter visit 
Ottawa; but, as this would involve flying over United States territory, 
he had thought it better that this meeting should also be held in 
Bermuda. It had now been arranged that Mr. St. Laurent would 
come to Bermuda for discussions immediately after the talks with 
President Eisenhower were over. These arrangements would be 
announced in the House of Commons that afternoon. 

The C a b i n e t -

Took note of the Prime Ministers statement. 




Israel. 4 . The Foreign Secretary said that he had been considering, in 
(Previous consultation with the Prime Minister, how best to avoid a vote in 
Reference: the United Nations on the application of sanctions against Israel. 
C.C. (57) 8th It now seemed less likely that this situation would arise. For in 
Conclusions, official circles in Washington there was a growing recognition that 
Minute 3.) the application of sanctions against Israel would be a dangerous 

precedent; and the Canadian Government were considering the 
possibility of framing a more constructive resolution. 

The Prime Minister said that the realistic solution was for Israel 
to withdraw her troops from the Gaza Strip and from the Gulf of 
Aqaba simultaneously with the arrival of United Nations forces 
charged with responsibility for securing those areas from attack by 
either side. If we could make it plain that we favoured a constructive 
solution on these lines, either by bringing forward a resolution of 
our own or by sponsoring a Canadian resolution, the Arab States 
would be more likely to accept without reprisal our refusal to support 
a resolution imposing sanctions against Israel. In that event, if a 
sanctions resolution were moved, it should be possible for us to 
abstain from voting on it. 

In discussion there was general agreement with the views 
expressed by the Prime Minister. 

The Cabinet— 
Invited the Foreign Secretary to ascertain the views of the 
United Kingdom Representative at the United Nations on 
the question whether it would be tactically advantageous for 
us to sponsor a constructive resolution on the lines 
contemplated by the Canadian Government. 

Suez Canal. 5 . The Foreign Secretary said that it now seemed possible that 
(Previous the Suez Canal might be opened for the passage of small ships by 
Reference: the beginning of March. It was therefore becoming increasingly 
C.C. (57) 8th urgent that a satisfactory arrangement should be made for the 
Conclusions, payment of dues. It now seemed clear that the United States 
Minute 3.) Government would oppose any interim system for the payment of 

dues which would prejudge the question of ownership of the Canal. 
This was reassuring; and the responsibility for pressing for an early 
settlement of this question could be left, for the present, with the 
United States Government and the Secretary-General of the United 
Nations. 

The Cabinet— 
Took note of the Foreign Secretary's statement. 

Jordan. 6. The Foreign Secretary said that, in pursuance of the 
(Previous Cabinefs decision of 7th February, H.M. Ambassador at Amman 
Reference: had been instructed to press our claims for over-flying and air-staging 
C.C. (57) 9th rights in Jordan. It now appeared that the Jordan Government were 
Conclusions, ready to concede these rights, which were at least as much in their 
Minute 1.) interests as in our own; but they were reluctant, for political reasons, 

that any public announcement should be made. We for our part 
were anxious to get an early agreement on the other questions at 
issue, so as to avoid a unilateral denunciation of the Treaty by 
Jordan. Would our needs be sufficiently met if the agreement on 
over-flying and air-staging rights were handled separately from the 
general Heads of Agreement on the Treaty and covered by a separate 
exchange of letters which, for the time being, would remain secret? 



Northern 
Ireland. 
Terrorist 
Activities. 
(Previous 
Reference: 
C C . (57) 6th 
Conclusions, 
Minute 6.) 

Parliament.

Oxford Roads.
(Previous
Reference:
C M . (56) 52nd
Conclusions,
Minute 5.)

The Minister of Defence said that, so long as a firm and binding 
agreement was reached, it was not essential that it should immediately 
be made public. He doubted however whether it would be possible 
to avoid publication for any length of t ime; for we should certainly 
be asked, as soon as the negotiation of the main Agreement had been 
completed, what arrangements we had made for the continuance of 
our over-flying and air-staging rights. 

The Cabinet— 
Invited the Foreign Secretary to arrange for the Foreign 
Office to consider, in consultation with the Ministry of 
Defence, whether means could be devised of securing our 
essential requirements for over-flying and air-staging rights 
in Jordan consistently with the desire of the Jordan 
Government that these concessions should be kept secret for 
the time being; and took note that the results of this further 
consideration would be reported to the Prime Minister for 
his approval. 

7. The Commonwealth Secretary recalled that on 1st February 
the Cabinet had agreed that further representations should be made 
to the Dublin Government about the organisation of terrorist 
activities in Northern Ireland. A General Election was now however 
proceeding in the Irish Republic; and he and the Home Secretary 
were agreed that these representations should be delayed until the 
results of the Election were known. 

The C a b i n e t -
Agreed that the question of making further representations 
in Dublin about terrorist activities in Northern Ireland 
should be reviewed again when the results of the Election 
in the Irish Republic were known. 

 8. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

 9. The Cabinet had before them a memorandum by the 
 Minister of Local Government (C. (57) 25) about a motion tabled by 

 Lord Beveridge, for discussion in the House of Lords on 
 13th February, proposing the appointment of a Royal Commission to 

 consider the best means of preserving the amenities of Oxford while 
 satisfying the community's need for adequate communications and 

services. 
The Lord President said that the terms in which this motion was 

framed would permit discussion not merely of the proposed road 
across Christ Church Meadow, but also of the whole problem of 
Oxford as a major centre of communications. Government spokes
men would probably have little support if they attempted to resist 
the appointment of a Royal Commission or were reluctant to 
undertake that the Government would in the meantime suspend any 
action which might prejudice the Royal Commission^ Report. It 
was unfortunate that, when this subject was last considered by the 
Cabinet, other possible solutions of the traffic problem in Oxford 
apart from the road across Christ Church Meadow—e.g., the 



construction of a new shopping centre at Cowley and the completion 
of the outer ring road—had not been brought to the attention of 
Ministers. Nor had they been made aware that the Road Research 
Laboratory had not been consulted about the road across the 
Meadow and that Sir Patrick Abercrombie had expressed the view, in 
opposition to Dr. Thomas Sharp, that the completion of the outer 
ring road would provide a more satisfactory solution to the problem 
than would the proposed road across the Meadow. The earlier 
decision taken by the Cabinet in favour of the road should not, 
therefore, be regarded as final; and Government spokesmen in the 
debate in the House of Lords should, if possible, be free to make it 
clear that, even if the City Council submitted detailed proposals for 
the construction of such a road, the Government were not bound to 
accept these proposals, but would be at liberty to consider any 
alternative solution which might, on an objective and fully informed 
judgment, appear to be preferable. 

The Minister of Defence said that the Government could not be 
accused of having failed to give adequate consideration to the other 
possible solutions which the Lord President had mentioned. Both 
the completion of the outer ring road and the construction of a 
supplementary shopping centre at Cowley were specifically 
mentioned, in the letter which he had sent to the Oxford City Council 
while he was Minister of Housing and Local Government, as 
measures which could offer a useful contribution to the easing of 
traffic congestion in Oxford. Nor were the Government finally 
committed to the construction of a road across Christ Church 
Meadow as the only remedy for this congestion. Parliament and 
public opinion should realise that the Government were committed 
to no more than the rejection of the inner ring road across the 
northern half of the City and to requesting the City Council to 
prepare a detailed plan for a road across the Meadow, which would 
thereafter be the subject of a further public enquiry. No final 
decision could be given until the report of that enquiry was available. 

The Minister of Local Government said that the construction of 
a shopping centre at Cowley had already been in hand for some years. 
The completion of the outer ring road was included in the roads 
programme which had now been made public. The proposed road 
across Christ Church Meadow would, in any case, have to be the 
subject of a public enquiry in accordance with normal procedure, and 
a public enquiry would present the advantage over a Royal Corn
mission that it would give the opposing interests the fullest 
opportunity to expose, in detailed cross-examination, both the merits 
and the defects of the solutions favoured by the different bodies of 
opinion. If there was any risk that an enquiry of this kind would be 
thought to be liable to be prejudiced by the fact that an Inspector 
from his own Department would preside, he would be prepared to 
appoint an independent person to hold the enquiry and to arrange for 
his report to be published, as had been done in the public enquiry on 
Gatwick Airport. 

In discussion it was suggested that it might well be impossible to 
demonstrate, by factual evidence, that a road across Christ Church 
Meadow was essential until the Government could assess the full 
measure of the relief offered by the new shopping centre at Cowley 
and the completion of the outer ring road. It would be some time 
before these projects were complete; but it would be important that 
a public enquiry should be able to recognise the potential relief to 
traffic congestion in Oxford which they might provide, in order that 
the Government, in reaching a final decision, might give due weight to 
this aspect of the question. The Minister of Housing confirmed that, 
if a public enquiry showed that the construction of a road across 
Christ Church Meadow was open to serious objection, the Govern
ment were in no sense bound to allow such a road to be put in hand. 
They would then be compelled to adopt some fresh approach to the 



problem, in which they could take advantage of any conclusions 
which had emerged from the public enquiry about the degree of relief 
likely to be afforded by the new shopping centre at Cowley and by 
the outer ring road when both these projects had been completed. 

The Cabinet— 
Invited the Lord President to arrange that Government 
spokesmen in the debate in the House of Lords on Lord 
Beveridge's motion on 13th February should be guided by 
the views expressed during their discussion. 

Cabinet Office, S.W. 1, 
11th February, 1957. 
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Rent 
Restriction. 
(Previous 
Reference: 
C.C. (57) 4th 
Conclusions, 
Minute 3.) 

1. The Cabinet had before them a memorandum by the 
Secretary of State for Scotland and the Minister of Housing 
(C. (57) 32) recommending certain changes in the provisions of the 
Rent Bill dealing with the decontrol of houses of higher value. 

The Minister of Housing said that in its present form the Bill 
would deprive the tenants of these houses not merely of the 
advantage of a controlled rent but also of all security of tenure, after 
a short period of notice. This had created disquiet among 
Government supporters and it had been represented that, because of 
the continued shortage of middle-class housing, the Bill should be 
amended to provide security of tenure for some period varying 
between three and seven years. While there was no justification, on 
economic or political grounds, for postponing the effective decontrol 
of these properties until after the next General Election, he shared 
the opinion of his predecessor that the present provisions of the Bill 
were unduly harsh. Landlords and tenants should be given more 
time and incentive to reach agreement, on the conditions of new 
tenancies. This could be secured by increasing from six to fifteen 
months the period of notice to raise rents or to obtain possession, 
while providing that new tenancy agreements for terms of not less 
than three years might, if agreed between landlord and tenant, come 
into effect, as soon as they were concluded. It was also proposed to 
prohibit the exaction of a premium for a new tenancy for a period of 
three years after the passage of the Bill. 

The Minister of Defence supported these proposals. It was 
particularly important that it should be made illegal to require a 
premium, and that landlords should be required, in serving notice on 
their tenants, to inform them of their rights under the Bill. 

In discussion the following points were made: — 
(a) It could be argued that a period of fifteen months ' notice was 

unduly generous; and that a period of one year would be both 
adequate in itself and a clear indication of the Governmenfs intention 
to adhere firmly to the main principles of the Bill. It was generally 
felt, however, that the proposed period of fifteen months should be 
accepted. 

(b) It was undesirable that the tenants of houses which would be 
freed from control should revert to the execessive insecurity of a 
weekly tenancy, and the opportunity might be taken to provide for 
a minimum security of tenancy of, perhaps, three months. 

The Minister of Housing said that this was a question which 
would arise primarily in relation to the houses of lower value as they 
were gradually released from control. In those cases the law relating 
to security of tenure might well be amended and brought up-to-date, 
and he proposed to discuss with the Lord Chancellor what action 
might be taken for this purpose. 

(c) It was agreed that the balance of advantage lay in announcing 
the Governmenfs proposals and in tabling the necessary amendments 
to the Bill as soon as possible. 

The C a b i n e t 
(1) Approved the proposals in C. (57) 32. 
(2) Invited the Minister of Housing to settle, in consultation with 

the Chief Whip, the arrangements for announcing the 
Governmenfs intentions and for tabling the necessary 
amendments to the Rent Bill. 

(3) Invited	 the Minister of Housing to consult with the Lord 
Chancellor about the provision of greater security of 
tenure for tenants of rented houses. 

51159-11 




Farm Price 
Review 
(Previous 
Reference: 
C.C. (57) 10th 
Conclusions, 
Minute 1.) 

2. The Cabinet had before them a memorandum by the 
Minister of Agriculture (C. (57) 35) covering a schedule of changes in 
price guarantees and production grants designed to increase the total 
value of the guarantees by £8 millions. 

The Minister of Agriculture said that he remained of the 
opinion that any settlement which awarded an increase of less than 
£15 millions in farm price guarantees would endanger the improved 
relations between the Government and the farmers which had been 
created by the new system of long-term guarantees. An increase of 
£15 millions would reflect a rise of no more than l\ per cent, in the 
selling prices of farm products—a rise which was not out of scale with 
the price increases of non-agricultural commodities. In relation to 
the increases of £28 millions and £25 millions which had been 
conceded by the awards of the two previous years an increase of only 
£8 millions was unlikely to be acceptable to the farmers, especially 
since its distribution among commodities, as illustrated by the 
schedule to his memorandum, would not suffice to maintain 
profitability on any of the items in which an increase of production 
was desirable. If, therefore, the Cabinet adhered to their decision to 
limit the increase to £8 millions, he was strongly of the opinion that 
this offer should be made at the outset of the negotiations as a single 
figure and defended by reference, not to the increases which it would 
permit in the prices of individual commodities, but rather to the fact 
that in a year of acute financial stringency there was no case for a 
total increase greater than the minimum required by the new system 
of long-term guarantees. 

The Chancellor of the Exchequer said that the farmers should 
recognise that, apart from the proposed increase of £8 millions, the 
cost to the Exchequer of the existing agricultural subsidies would in 
any case rise by £13 millions in 1957-58. In addition, the farmers 
would, in that year, benefit for the first time from the new system of 
capital grants, authorised at the rate of £5 millions per annum. On 
a conservative estimate, therefore, the farmers would receive about 
£24 millions more next year than in the current year. In view of this 
heavy additional burden on the Exchequer there was no case for 
granting an increase of more than £8 millions. 

In discussion the following points were made : 
la) The difference between the minimum settlement and an offer 

of £15 millions was only some £7 millions. This would be a relatively 
small price to pay in order to retain the goodwill of the farming 
community, which would be alienated if the first price determination 
under the system of long-term guarantees conceded no more than the 
minimum. The Cabinet were informed that the Home Secretary 
considered that some modest increase above the figure of £8 millions 
might be desirable. 

(b) Any improvement on the figure of £8 millions which it might 
become necessary to consider should be.confined strictly to those 
commodities in which some increase in production was desirable. 
On the other hand, it could be argued that there was no agricultural 
commodity in which an increase of production above the current level 
might not, in terms of its effect on the balance of payments, do more 
harm than good. F rom this point of view a tariff on meat might well 
be preferable, and no less acceptable to the farmers, than any further 
increase in the subsidies to individual commodities beyond those 
implied in a total increase of £8 millions. 

(c) The total of the guarantees and its distribution among 
different commodities were important to the small, rather than to the 
large, farmer. It was for consideration whether the greater part of the 
proposed increase of £8 millions should not be directed to the small 
farmer by relating payments to prescribed acreages of land or output 
of various types of product. This could, however, be represented as 
a device to subsidise inefficiency and to penalise the efficient and 
progressive farmer. It was important that the system of agricultural 



subsidies should continue to be seen to be based on sound economic 
principles. 

The Prime Minister, in summing up the discussion, said that the 
negotiations with the farmers should start on the basis that an 
increase of £8 millions not only discharged in full the Governments 
obligations under the system of long-term guarantees, but also 
represented a heavy burden on the Exchequer in a year of particular 
financial difficulty. If it became necessary to consider some further 
concession to the farmers, the Cabinet would need to decide whether 
to adjust the structure of the subsidy system in order to favour the 
small, rather than the large, farmer; or to permit, by reference to 
purely economic criteria, some relatively small modification in the 
prices of individual commodities implied by a total increase of 
£8 millions; or to impose a tariff on meat. Further consideration of 
these possible courses of action could wait upon the progress of the 
negotiations. 

The C a b i n e t -
Invited the Minister of Agriculture to be guided, in his 
negotiations with the farmers, by the views expressed in their 
discussion. 

Remuneration 3. The Cabinet had before them a memorandum by the 
of Doctors. Secretary of State for Scotland and the Minister of Health 
(Previous (C. (57) 33) about the composition and terms of reference of the 
Reference: proposed Royal Commission on the pay of doctors and dentists in 
C.C. (57) 3rd the National Health Service. They also had before them a 
Conclusions, memorandum by the Lord President (C. (57) 34) on the need for a 
Minute 2.) corresponding review of the remuneration of doctors employed in 

research establishments. 
The Minister of Health said that the dentists in the National 

Health Service had now followed the doctors in submitting a claim 
for an increase in pay of 24 per cent. He was due to resume 
discussions with the doctors' representatives on 20th February, and it 
was important that he should be able to inform them at that meeting 
of the Governments proposal to establish a Royal Commission. 

The Lord President said that the advance of medical practice was 
largely dependent on the contributions made by research workers; 
yet for the latter, however brilliant, there was no system of distinction 
awards comparable with that which obtained in the National Health 
Service. As a result, the difference between the relative rewards of 
the two sides of the profession was now so great that it was becoming 
increasingly difficult to persuade the gifted man to devote himself to 
research. Although it might be impracticable to extend the scope of 
enquiry of the proposed Royal Commission to cover doctors engaged 
on research, it was important that some corresponding consideration 
should be given to their case. He intended therefore, after 
consultation with the Minister of Health, to circulate proposals on 
this subject. 

In discussion of the proposed terms of reference of the Royal 
Commission it was suggested that, if the Commission were 
empowered to make recommendations about the principles which 
should govern the levels of remuneration of doctors and dentists by 
the National Health Service and by local authorities, the result might 
be to perpetuate the unfortunate consequences which had followed 
the Spens' Reports and the Danckwerts award. Moreover, it was 
undesirable that the Commission should also be authorised to 
recommend arrangements for bringing this remuneration under 
periodical review, since these arrangements might necessitate a regular 
re-examination of doctors' remuneration on the lines of the 
agricultural price review. It might be preferable that the Royal 
Commission should be required merely to make recommendations on 
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the appropriate level of remuneration for doctors and dentists in 
present circumstances, and to indicate in general terms how this 
remuneration might be kept under review. 

Against this it was argued that there would be advantage in 
removing the question of doctors' pay from the field of political 
controversy. Moreover, the proposals were not likely to be 
acceptable to the doctors if the Royal Commission were not explicitly 
empowered to examine the principles which should determine their 
remuneration. 

The Chancellor of the Exchequer said that the terms of reference 
should be drawn in a manner which would leave the Governments 
hands as free as possible for the future. He would like to give further 
consideration to them from this point of view. 

In further discussion the following points were made : — 
(a) The proposed terms of reference might be construed as 

precluding the Royal Commission from considering the relative 
levels of remuneration of the different branches of the medical 
profession engaged in the National Health Service. Consideration 
should be given to amending the terms of reference to enable this 
aspect of the matter to be brought under review. 

(b) The appointment of a Chairman for the Royal Commission 
from the legal profession should not be excluded. 

(c) The Chancellor of the Exchequer said that any improvement 
in the remuneration of research doctors would have repercussions 
on the pay of other research scientists and university teachers 
generally. He would need to give further consideration- to^ this 
matter, in consultation with the Ministers concerned. 

The C a b i n e t 
(1) Invited the Chancellor of the Exchequer, in consultation with 

the Secretary of State for Scotland and the Minister of 
Health, to give further consideration to the terms of 
reference for the proposed Royal Commission and to 
submit recommendations to the Prime Minister. 

(2) Took note that the Prime Minister, in consultation	 with the 
Chancellor of the Exchequer and the Ministers concerned, 
would consider the composition of the proposed Royal 
Commission. 

(3) Invited	 the Lord President, after consultation with the 
Chancellor of the Exchequer and the Minister of Health, 
to circulate proposals for reviewing the pay of doctors 
engaged on research. 

* 4. The Cabinet had before them memoranda by the 
Chancellor of the Exchequer (C. (57) 31) and the Minister of Pensions 
and National Insurance (C. (57) 36) about the National Health 
Service. 

The Prime Minister said that the Cabinet must now decide 
whether to abandon the attempt to achieve substantial economies 
in Government expenditure in 1957-58 or to adopt in principle the 
proposal that the National Health Service should be established on 
a contributory basis. On the latter hypothesis it would also be 
necessary to decide whether the necessary legislative and 
administrative action should be confined to the National Health 
Service alone or whether, for the reasons given in the memorandum 
by the Minister of Pensions (C. (57) 36), the opportunity should be 
taken to deal at the same time with the increase in both the 
contributions and the benefits of the National Insurance scheme. 

* Previously recorded in a Confidential Annex. 



In discussion there was general agreement that the National 
Health Service should be established on a contributory basis, the 
contribution being initially fixed at twice the figure of that element 
in the National Insurance contribution which was at present 
attributable to the National Health Service, i.e., at Is. %d. for an 
employed man over 1.8. It might be advisable that the legislation 
should empower the Government to make subsequent increases in 
this contribution by Order. 

The Minister of Pensions said that in the light of the latest 
movement in the index of retail prices, the current value of the 
National Insurance retirement pension for a single person in terms 
of real purchasing power was now Is. Sd. below its value in 1946 
and 3s. Id. below its value in 1955. Political.pressure for an increase 
in National Insurance benefits was growing rapidly. If a new 
contribution was introduced for. the Nat iona lHeal th Service but was 
recorded, for administrative convenience, by means of the same 
stamp as the National Insurance contribution, the public would 
interpret this as increasing their liability unden the-National Insurance 
scheme without any compensating increase in their National 
Insurance benefits. The pressure for an increase in those benefits 
would be aggravated and the Government would lose the initiative 
if any increase in benefits which they subsequently decided to make 
on merits appeared to have been extracted : from t them * by this 
pressure. It would be wiser, therefore, tha t . the introduction of the 
new contribution to the National Health Service should be deferred 
to coincide with the increase in both contributions and benefits under 
the National Insurance scheme which would sooner or later become 
inevitable. The precise timing of the combined operation might be 
left to be settled in the light of movements in the cost-of-living index; 
and it might be possible to postpone the increase in National 
Insurance benefits until the next Session. In that case, any 
announcement in the near future about the Governments intentions 
for the National Health Service would need to be in general terms. 

Discussion showed that the Cabinet, while appreciating the 
political force of the argument of the Minister of Pensions, considered 
that the need for a significant reduction in Government expenditure 
in the forthcoming Budget was the overriding consideration. The 
proposal to establish a separate contribution in respect of the 
National Health Service should therefore be announced forthwith, 
and the contribution should, if possible, come into effect well in 
advance of the probable increase in controlled rents in October. 

The Chancellor of the Exchequer said that on this basis the new 
contribution might be expected to yield some £20 millions in 1957-58. 
In addition, he proposed that the charge for school meals should be 
increased to Is.; that this increase should, if possible, be brought 
into effect forthwith by Order; and that the charge for welfare milk 
should be raised to 4d. (with a comparable charge for national dried 
milk), this increase taking effect as soon as possible notwithstanding 
the argument which could be advanced on agricultural grounds for 
deferring it until July. 

The Cabinet— 
(1) Agreed	 that the National Health Service should be 

established on a contributory basis, the contribution for 
an employed man over 18 being initially fixed at Is. 8d. 

(2) Agreed that	 the charge for school meals should be raised 
to Is. 

(3) Agreed	 that the charge for welfare milk should be raised 
from \\d. to Ad. (with a comparable charge for national 
dried milk). 

(4) Invited the Chancellor	 of the Exchequer to arrange for the 
announcement of these measures at an early date and 



to consider the legislative and administrative action which 
would be required to enable them to take effect as rapidly 
as possible. 

Aden. 5. The Minister of Defence said that, in accordance with the 
(Previous
Reference:
C.C. (57) 8th
Conclusions,
Minute 3.)

 views expressed by the Cabinet, our forces in the Aden Protectorate 
 were refraining from bombing from the air the Yemeni tribes who 

 were shelling our positions from Yemen territory. They were now, 
 however, being supplied with reinforcements of artillery, and it was 

 important that they should be authorised to bring these guns into 
action, if necessary, against targets outside the Protectorate. 

The Cabinet— 
Agreed that, if Yemeni tribesmen continued to shell British 

positions in the Aden Protectorate, our forces should be 
authorised to reply with artillery fire against targets in Yemen 
territory. 

Cabinet Office, S.W.1, 
15th February, 1957. 
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Sir Anthony
Eden.

Parliament.

Ghana. 
(Previous 
Reference: 
C.C. (57) 8th 
Conclusions, 
Minute 5.) 

Cyprus. 
(Previous 
Reference: 
C.C. (57) 6th 
Conclusions, 
Minute 1.) 

Foreign 
Affairs. 
Israel. 
(Previous 
Reference: 
C.C. (57) 10th 
Conclusions, 
Minute 4.) . 

 1. The Prime Minister said that the Cabinet would be grieved 
 to learn that Sir Anthony Eden had suffered two attacks of fever 

in the course of his voyage to New Zealand. A brief announcement 
to this effect would be made, at Sir Anthony's request, later in the 
day. He proposed to send to Sir Anthony, on the Cabinefs behalf, 
a message of their sympathy and good wishes. 

 2, The Cabinet were informed of the business to be taken in the 
House of Commons in the following week. 

3. The Commonwealth Secretary said that it would be in 
accordance with practice for the United Kingdom Government to 
make a suitable presentation to the Gold Coast on its attainment of 
independence within the Commonwealth. This might be mentioned 
in the statement on Ghana which the Prime Minister was to make 
in Parliament on 21st February. 

In discussion it was agreed that an appropriate gift would be a 
sculptured plaque for the Parliament building at Accra. It was also 
suggested that the House of Commons or the Commonwealth 
Parliamentary Association might wish to make a presentation of some 
article of furniture for use inside the Parliament building. 

The Cabinet—-
Invited the Home Secretary, in consultation with the 
Commonwealth Secretary and the President of the Board 
of Trade, to consider (i) what form the gift of the United 
Kingdom Government to the new State of Ghana should 
take; and (ii) what presentation should be made to the 
Parliament of Ghana from the House of Commons or the 
Commonwealth Parliamentary Association. 

4. The Minister of State for Foreign Affairs said that, 
in the debate on Cyprus which had just begun in the United 
Nations, the Greek Government had tabled a resolution 
proposing that a United Nations body should be constituted to 
investigate our allegation that the Greeks were inciting terrorism in 
Cyprus. It was, however, unlikely that they would press this 
resolution very far. The best outcome of the debate for which we 
could hope would be the endorsement of a compromise resolution 
inviting the Governments concerned to continue their efforts to reach 
a peaceful solution. 

The Cabinet— 
Took note of this statement. 

5. The Minister of State for Foreign Affairs said that the United 
States Government were evidently unwilling to endorse the specific 
guarantees about Gaza and the Straits of Tiran for which Israel was 
asking as the price of withdrawal of her troops. There was indeed 
some risk that the United States Government might feel compelled 
to vote in favour of a resolution invoking sanctions against Israel, if 
such a resolution was eventually introduced. On the other hand, 
public opinion in the United States seemed to be hardening against 
the employment of sanctions against Israel; and it was still possible 
that the Canadian resolution, which would, in effect, give Israel the 
guarantees on which she was insisting, might be reintroduced if 
sufficient support for it could be mustered. 
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Suez Canal. The Prime Minister said that it now seemed likely that we should 
(Previous secure the agreement of the United States, France and other Powers 
Reference: to the proposed terms of an interim administration of the Suez Canal 
C.C. (57) 10th whereby the dues payable by ships using it would be paid initially 
Conclusions, to a neutral agent who would transfer 50 per cent, to the Egyptian 
Minute 5.) Government and would retain the balance for disposal as part of 

the eventual final settlement. The agent might be the International 
Bank or the United Nations itself: it was proposed that Egypt should 
be allowed to exercise the choice between these alternatives. There 
was admittedly some risk in conceding this right of choice to Egypt, 
since it might establish a precedent which could operate to our 
disadvantage in later negotiations. But Egypt was, in any case, 
unlikely to accept the proposed interim settlement; and the advantage 
of securing the co-operation of the United States and other maritime 
Powers in a reasonable proposal outweighed any tactical risk which 
might be involved. In the negotiation of a final settlement we should 
not necessarily be bound to accept the procedure of the interim 
administration as a precedent, and we should adhere strictly to the 
six principles prescribed by the resolution of the Security Council 
on 13th October, 1956. 

British Forces The Minister of State for Foreign Affairs said that both the 
in Europe. French and German Governments had been disturbed by our state

ment of the reductions which we proposed to make in the strength 
of our forces stationed in Europe. The German Government were 
concerned mainly with the difficulty of justifying to their Parliament 
their acceptance of the agreement about support costs. But the 
criticism of the French Government was directed, more 
fundamentally, to any contraction of British strength in Europe ; 
and it was possible that they would formally oppose our proposals 
at the next meeting of the Western European Union (W.E.U.). 

The Prime Minister said that the reaction of W.E.U. was unlikely 
to be clear at the first meeting, since it would depend upon the 
reception given by the North Atlantic Treaty Organisation to our 
proposals. We should, therefore, be prepared for the main debate 
in W.E.U. to emerge at the second meeting. Our case would then 
need to be developed with skill and firmness; and in the meantime 
we should do nothing to imply that we had any doubt that it would 
be accepted. 

The Cabinet— 
Took note of these statements. 

Oil Supplies. 6. The Cabinet considered a memorandum by the Minister 
(Previous of Power (C. (57) 37) covering a draft of a Parliamentary statement 
Reference - on the extent to which the current restrictions on the use of oil might 
C.C. (57) 3rd now be relaxed. They also had before them a memorandum by the 
Conclusions, Minister of Transport (C. (57) 39) on oil supplies for goods and public 
Minute 3.) service vehicles. 

The Minister of Power said that supplies would not equal 
demand until the flow of oil through the Suez Canal and the Syrian 
pipeline had been fully restored, and it was therefore necessary to 
make preparations for a further rationing period after 17th April. 
Nevertheless, the situation had so far improved that it was now 
possible to relax the existing restrictions to some extent. The petrol 
ration had not been fully taken up and, although consumption was 
now slightly increasing, the improvement in stocks would justify 
extending over the Easter holidays the validity of coupons saved from 
the first rationing period. Stocks of petrol were relatively high and 
some criticism of the Governments refusal to distribute them must 
be expected. In the case of fuel oil, it would be prudent to make 
the rebuilding of stocks in anticipation of the following winter the 



5 	 CC. 12 (57) 
first charge on the improvement which had taken place in supplies. 
He therefore proposed to announce at this stage that the distribution 
of supplies of fuel oil to industry would be maintained at present 
levels, without any further cut, until the end of April. A substantial 
relaxation could now, however, be made in the cuts imposed on the 
use of gas/diesel oil by industry and for agriculture, fishing and 
central heating. 

The Minister of Transport said that the motor transport 
organisations had expressed satisfaction at the manner in which the 
rationing arrangements had been carried out. He was now in a 
position to bring in a simplified rationing scheme for goods and public 
service vehicles for the second period, and he was anxious to be able 
to do so in order to release driving examiners to return to their normal 
work of conducting driving tests. 

In discussion the following points were made: — 
(a) The rationing of oil and petrol had not resulted in any 

significant unemployment. 
(b) The validity of the large volume of unused coupons now in 

the possession of motorists could not safely be extended beyond the 
end of April, as the existence of such an unknown demand would 
impair the prospects of increasing the value of the rationing unit in 
the second period. Nevertheless, the refusal to allow these coupons 
any longer period of validity at a time when petrol stocks might well 
be in excess of commercial storage capacity would provoke public 
criticism. It would be desirable, therefore, to include in the 
proposed Parliamentary announcement a statement to the effect that, 
if rationing continued to be necessary beyond 17th April, the 
Government expected to be able to maintain the ration at least at 
its present level. 

(c) A separate announcement should be made, on the authority 
of the Minister of Power, of the facilities which would be available 
to oversea visitors to this country. 

(d) Large numbers of motorists resident in this country were 
planning to take their cars to Europe for the summer holiday. There 
were also growing complaints from the remoter holiday areas in this 
country that the outlook for petrol had seriously affected holiday 
bookings. The knowledge that additional supplies of petrol and derv 
would be made available for the motor-coach trade during the 
summer would do something to allay the fears which were entertained 
in these areas; but it was important that an announcement should 
be made as soon as possible of the supplies of petrol which would be 
available to ordinary residents during the holiday period. N o such 
announcement could safely be made until March. 

(e) Depending on the outcome of the further deliberations of the 
Texas Railroad Commission, which were due to be announced that 
day, it would be courteous if the proposed Parliamentary statement 
were to contain an appreciative reference to the exertions which the 
United States Government and oil industry had made to provide 
emergency supplies of oil for Europe. 

The Cabinet— 
(1)	 Invited the Minister of Power, in consultation with the 

Minister of Transport and the Chancellor of the Duchy 
of Lancaster, to revise in the light of the points made in 
their discussion the draft Parliamentary statement 
annexed to C. (57) 37. 

(2) Authorised	 the Minister of Power to make the proposed 
statement, as revised, in the House of Lords during that 
week, and to arrange for the Paymaster-General to make 
a corresponding statement in the House of Commons. 

(3) Invited	 the Minister of Power, in consultation with the 
Minister of Transport and the Chancellor of the Duchy 



of Lancaster, to arrange for a separate statement to be 
issued on his authority regarding the availability of petrol 
for visitors from overseas. 

Industrial 
Disputes. 
Electricity 
Industry. 
Motor 
Industry. 

Cabinet
19th

7. The Minister of Labour said that both sides in the dispute 
in the electrical power industry, which was concerned with pay 
differentials for skilled and professional workers /were fundamentally 
anxious to avoid a breakdown in the negotiations and there were 
grounds for hoping that a settlement would be reached. 

In the motor industry, however, the dispute at Briggs Motor 
Bodies Limited gave cause for more serious concern. The 
Amalgamated Engineering Union (A.E.U.) were embarrassed by the 
result of a secret ballot favouring recourse to a str ike; the question 
of the re-employment of the individual involved in the dispute was 
being elevated into an issue of " trade union principle " ; there was 
little apparent scope for compromise; and it might well prove 
difficult to avoid a strike which, because of the supposed issue of 
principle, might spread beyond the firm immediately involved. His 
Department were in touch with both sides to the dispute, and the 
A.E.U. had been pressed to defer calling a strike until all methods 
of conciliation had been explored. 

The Cabinet— 


Took note of these statements. 


Office, S.W.1, 
February, 1957. 
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1. The Prime Minister informed the Cabinet that he had 
proposed to Her Majesty The Queen that she should confer on 
His Royal Highness The Duke of Edinburgh the style and dignity 
of a Prince of the United Kingdom, in recognition of the great 
services which His Royal Highness had rendered to the country and 
his unique contribution to the life of the Commonwealth, culminating 
in the tour which he had just concluded. The Queen had been 
graciously pleased to approve this proposal, to which effect would 
be given forthwith by Royal Warrant to be followed by the issue of 
Letters Patent. The Queen had signified her pleasure that His Royal 
Highness should be known henceforward as The Prince Philip, 
Duke of Edinburgh. This would confirm a title which common usage 
and general affection had already accorded to him. The Prime 
Ministers of the older Commonwealth countries, though not formally 
concerned, had been informed of this proposal, which would receive 
general welcome throughout the Commonwealth. 

The Cabinet— 
Endorsed the Prime Ministers statement with warm 
approval. 

2. The Prime Minister said that, following the Cabinefs 
decision not to embark in the present session on a comprehensive 
Bill which would embrace both the National Health Service and the 
National Insurance scheme, he had reached the conclusion that a 
review of the National Insurance scheme should be put in hand, 
with a view to ascertaining what modifications to it might be made 
as a substantial contribution to social policy. He had decided to 
ask the Minister of Labour to assume responsibility for conducting 
this review, with the help of a small Committee of Ministers, in the 
hope that it would be possible to work out practical proposals which 
might form the subject of legislation in the 1957-58 session. The 
Committee would consist of: — 

Minister of Labour (in the Chair),

Minister of Pensions, 

Minister of Health, 

Financial Secretary, Treasury, 

Parliamentary Secretary, Ministry of Pensions 


(Miss Pitt). 

The Cabinet— 
Took note, with approval, of the Prime Minister^ statement. 

3. The Foreign Secretary said that, although public opinion 
in the United States was increasingly opposed to the use of sanctions 
against Israel, the recent statement of policy by President Eisenhower, 
designed to bring further pressure to bear on the Government of 
Israel to withdraw their forces, had produced a situation in which 
we could not be certain that, if a resolution invoking sanctions 
against Israel was introduced in the United Nations, the United 
States Government would not feel obliged to vote in its favour. The 
body of opinion in the United Nations which was concerned to 
secure a just settlement for Israel was anxious to anticipate this 
risk by putting forward alternative proposals. These had now taken 
shape in a resolution drafted by the Canadian Government which 
would include the following proposals: (i) the parties should observe 
and implement the Armistice Agreement; (ii) a United Nations force 
should be deployed on both sides of the border between Israel and 
Egypt and in the Gaza Strip; (iii) the parties should refrain from 
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interference with innocent passage through the Straits of Tiran and 
the Gulf of Aqaba ; (iv) the United Nations should be invited to send 
a commission to Gaza to supervise the replacement of the Israeli 
administration and to arrange for United Nations association with 
its future administration; (v) a United Nations Committee should 
be appointed to visit Gaza and make recommendations for a final 
settlement of the problem in that area; and (vi) if Israel still refused 
to withdraw her forces, the United Nations should give further 
consideration to effective measures to achieve the desired ends. If a 
resolution of this kind was passed by a two-thirds majority, the 
Government of Israel would have secured as much in the way of 
guarantees for their future security as they could reasonably hope 
to achieve. We should therefore express our support in principle for 
these proposals, even at the cost of accepting the implied threat of 
sanctions, rather than allow matters to drift into a deadlock which 
might have disastrous results. 

A resolution of this kind might, however, be defeated or be 
mutilated to an extent which would render it useless for our purpose. 
If it was then supplanted by a resolution invoking sanctions against 
Israel, we should be faced with a very delicate decision. We could 
not vote in favour of a resolution which would afford Israel no 
prospect of a just settlement or of adequate guarantees of her security. 
But we could not vote against a resolution invoking sanctions against 
Israel without further alienating opinion in the Arab world. 
H.M. Ambassador at Bagdad had reported that, in the opinion of the 
Prime Minister of Iraq, it would be fatal to us to fail to insist on the 
withdrawal of Israeli forces from the Gaza Strip, but that, if the 
Governments of the United Kingdom and the United States pursued 
a common policy in this matter, they would regain the confidence 
of Iraq and other Arab Governments and would strengthen their 
hands in dealing with the Egyptian Government in future. We were 
now, therefore, in a position of great difficulty, inasmuch as we were 
uncertain of the course which the United States Government would 
ultimately adopt and were exposed to the risk that, if we remained 
passive in the face of developments, we should find ourselves 
confronted by a resolution which we should be unable either to 
support or to oppose. 

In discussion it was suggested that public opinion in this country 
was now actively concerned to secure a just settlement for Israel. 
In the absence of such a settlement Israel could not reasonably be 
expected to withdraw her forces; but, so long as she refused to 
withdraw them, there could be no assurance that the Suez Canai 
would be re-opened or the Syrian pipeline repaired. But delay in 
this respect, though vital to ourselves, was far less important to Israel 
and, indeed, to the United States. Unless, therefore, Israel was 
confronted with at least the threat that sanctions would be invoked 
against her if she did not withdraw her troops, she would have no 
inducement to accelerate this withdrawal. On the other hand, if a 
resolution invoking sanctions against Israel was adopted by the 
United Nations (even though we ourselves voted against it or at least 
abstained) and if we subsequently wished to dissociate ourselves from 
its implementation, the effect on the supplies of oil to this country 
and to Western Europe might be no less damaging, quite apart from 
the harm to our political relations with the Arab States. 

Initially, therefore, our efforts should be directed to securing the 
maximum support for the type of resolution which the Canadian 
Government had in mind. We should not ourselves sponsor a 
resolution of this kind; but we should speak vigorously in its favour 
and should seek to ensure that, in debate, it had priority over any 
Afro-Asian resolution invoking sanctions. In certain respects, 
however, the text of the Canadian resolution, as indicated in 
New York telegram No. 628, would need to be amended if it was 
to be acceptable to public opinion in this country. It was agreed 
that : 



(i) In paragraph 7 the reference to clarification of the legal 
position of the Straits of T h a n and the Gulf of Aqaba should be 
omitted; the reference to " innocent passage " should be amended to 
" free passage" ; and if, as seemed probable, the Canadian 
Government themselves wished to omit the reference to the assertion 
of belligerent rights, we need not object. 

(ii) Paragraph 8, which appeared to weaken the specific 
provisions of paragraph 7, should, if possible, be omitted; but we 
should not insist on this omission against the better judgment of the 
Canadian Government. 

(iii) Paragraph 1 1 , which contained the implicit threat to invoke 
sanctions against Israel, should be amended to indicate that the 
United Nations were concerned less to secure a unilateral withdrawal 
by Israel than to ensure that both parties to the dispute implemented 
the terms of the resolution as a whole. It should therefore be 
redrafted, if possible, to read—" Unless the terms of this resolution 
are implemented and Israel withdraws, the General Assembly should 
give consideration to measures which might be effective in achieving 
the desired ends." 

It would, however, be necessary to consider carefully our course 
of action if a resolution on the Canadian model failed to secure a 
hearing or was defeated on a vote, and a resolution invoking sanctions 
against Israel was then put forward. In addition to the fact that 
we could neither vote for nor vote against such a resolution without 
damage to our interests, the precedent which would be established 
if the General Assembly was allowed to demand the imposition of 
sanctions could be very damaging, particularly to a commercial 
nation such as ourselves. We should therefore spare no effort to 
ensure that a resolution of this kind was defeated, and that our own 
attitude towards it was put clearly on record. For this purpose it 
might be advisable that we should table a resolution of our own, 
outlining as clearly as possible the principles of a solution which we 
should be prepared to accept as just and reasonable. If possible, 
we should secure a vote on this resolution. But even if we failed 
to do so, our policy would have been demonstrated to world opinion 
and we should be justified thereafter in abstaining from voting on 
any resolution invoking sanctions against Israel. In so doing we 
should admittedly run the risk that our abstention might contribute 
to the necessary two-thirds majority vote in favour of the imposition 
of sanctions. But the alternative course of voting against a resolution 
invoking sanctions might imply consequences, in terms of our 
relations with the Arab States and the future safety of our oil 
supplies, which we could not lightly contemplate. 

The Prime Minister said that it was clear that our immediate 
objective should be to secure the amendment of the Canadian 
resolution on the lines indicated in the discussion, and to give it our 
maximum support in debate. He proposed, therefore, to send a 
personal message to President Eisenhower, emphasising the 
importance of fair treatment for Israel and urging him to give the 
support of the United States Government to the Canadian resolution. 
If, however, the Canadian resolution failed to achieve its purpose 
and was supplanted by a resolution invoking sanctions against Israel, 
it would be necessary to consider carefully whether we should vote 
against such resolution or should merely abstain. Abstention might 
prove to be the wiser course; but whatever policy we pursued should 
be one which we could justify to our own conscience and to public 
opinion as just and honourable. 

The Cabinet— 
Invited the Foreign Secretary to instruct the United 
Kingdom representative at the United Nations to be guided, 
in the debate on the withdrawal of Israeli forces, by the 
views expressed in their discussion. 



4. The Foreign Secretary said that the Canadian Minister for 
External Affairs, Mr. Pearson, had suggested that, in the debate on 
Cyprus in the General Assembly of the United Nations, he should 
propose that the North Atlantic Treaty Organisation (NATO) should 
be invited to consider this problem. We had hitherto opposed 
suggestions of this kind, on the ground that the findings of N A T O , if 
unfavourable to either party, might result in the defection of either 
Greece or Turkey from the Organisation. Nevertheless, the support 
of N A T O might well be needed at some stage; and the Secretary-
General of N A T O had himself indicated that, in any event, it was 
now desirable that N A T O should examine the problem. In these 
circumstances it might be unwise to reject Mr. Pearson's suggestion 
outright, and it would be preferable to express readiness to consider 
the proposal sympathetically, without finally committing ourselves to 
accept it. 

The Cabinet— 
Took note, with approval, of this statement. 

5. The Foreign Secretary said that it was important that, at 
the meeting of member countries of the Western European Union 
(W.E.U.), which was due to take place in London on 26th February, 
our decision to reduce the numbers of our forces in Europe should 
be presented as the result of a more realistic reassessment of our 
contribution to European defence, and that it should not appear in 
any sense as a decision to dissociate ourselves from Europe. For 
this purpose it would be useful to mention the opportunities for 
collaboration between the United Kingdom and Europe both in 
rationalising the many inter-Governmental and Parliamentary bodies 
which now existed and in the field of research and development for 
defence purposes. 

The Minister of Defence said that we must not risk any breach 
of the commitments about the disclosure of secret information into 
which we had entered with the United States and Commonwealth 
countries. Subject to this, there was a number of specific projects 
which involved no problem of security and might form an acceptable 
basis for more extensive co-operation with European countries. But 
the results to be expected should not be over-estimated, particularly 
since the private firms engaged in this work, who were in competition 
with each other commercially, would not necessarily be willing to 
exchange information freely. 

The Prime Minister said that it was of the highest importance 
that we should retain the goodwill of our fellow members of W.E.U. 
in connection with the reduction of our forces in Europe. An offer 
to collaborate with them in giving more coherent shape to the many 
types of European institution should be helpful in this respect, 
provided that we were not committed to the principle of federation. 
But, as regards research and development, it should be made clear 
to the other member countries that our proposals would not, for the 
present at least, extend to nuclear projects; and the United States 
Government should be informed in advance of our intentions in 
this matter. 

The Cabinet-— 
(1) Invited the Foreign Secretary to be guided, in the exchanges 

which would take place with member countries of the 
Western European Union during the following week, by 
the points made in their discussion. 

(2) Invited	 the Foreign Secretary to arrange that the United 
States Government should be informed, in advance of 
these exchanges, of our intentions in regard to more 
extensive collaboration with European countries on 
research and development for defence purposes. 
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Aden. :: . 6. The Minister pf Defence said that within the preceding 
(Previous twenty-four hours the Yemeni bombardment of the frontier 
Reference: fortifications of the Aden Protectorate had been intensified. One 
C.c. (57) l l th fort had been partially demolished and the local levies had had to 

Conclusions, withdraw. It was essential that effective retaliatory action should be 

Minute 5.) ' taken; but the additional guns which had been provided to strengthen 


the defences of the Protectorate could not be moved sufficiently 
; quickly to cover all the points from which the Yemeni tribesmen 

might attack There was, therefore, no alternative but to attack the 
Yemeni guns from the air, and he sought the Cabinets approval 

-;; for this course. 
The Foreign Secretary said that the officer in charge of the 

operations should be reminded of the political implications of action 
of this kind and should be instructed to furnish promptly convincing 
evidence of damage to our installations On any occasion when it 
was decided to retaliate from the air. 

The C a b i n e t -
Agreed that retaliatory air attack against Yemeni batteries 
should be authorised, and invited the Foreign Secretary, the 
Minister of Defence and the Minister of State for Colonial 
Affairs to concert the necessary instructions to the 
Commander of the local military forces. 

East-West 7. The Cabinet resumed their discussion of memoranda by the 

Trade. President of the Board of Trade (C. (57) 22) and the Foreign Secretary 

Copper Wire. (C. (57) 26) about the export of copper wire to Russia. 


(Previous . . The President of the Board of Trade said that, since it was the 

Reference: licences issued in respect of strategic materials, not the quantities 

C C . (57) 8th actually delivered, which had to be reported to the Co-ordinating 

Conclusions, Committee in Paris, the earlier proposal that we should arrange 

Minute 6.) for deliveries of copper wire to be prolonged beyond the end of the 


licensing period would not allay the disquiet of the United States 
Government. Only by licensing in instalments would it be possible 
to avoid disclosing immediately the total quantity of copper wire 
that it was proposed to license for the current year. 

The Foreign Secretary said that, in these circumstances, it was 
essential that we should be candid in informing the United States 
Government of our real intentions. If they continued to express 
disquiet, they could also be informed that the quantity of copper 
wire authorised for export to the Soviet Union in the current year 
would be taken into account in determining the quantity to be 
licensed for the following year. 

The Cabinet— - -
Invited the Foreign Secretary, the Chancellor of the 
Exchequer and the President of the Board of Trade to 
consider, in consultation, the terms in which our intentions 
in this matter should be conveyed to the Co-ordinating 
Committee, and to submit a draft communication for the 
Prime Minister^ approval. 

Remuneration 8. The Minister of Health said that the doctors' representatives 

of Doctors had expressed dissatisfaction at the Governments decision to appoint 

and Dentists, a Royal Commission. While they no doubt suspected that the 

(Previous findings of the Royal Commission might make it impossible for them 

Reference: to maintain thereafter the interpretation which they had placed on 

C C . (57) l l t h the Spens' reports, they also feared that the appointment of a Royal 

Conclusions, Commission would postpone a decision on their claim for some 

Minute 3.) time. They might become more reconciled to the proposal if they 




i l l 

could be informed that consideration would be given to the grant 
of an interim award later in the year. 

The Prime Minister said that he proposed to arrange for a private 
discussion with representatives of the doctors and dentists, at their 
request, in the hope that it would be possible to allay their suspicions 
and to convince them of the desirability of a comprehensive review 
of medical and dental remuneration. The Royal Commission should 
now be appointed without delay and pressed to complete its work 
as soon as possible; but there would be no justification for reversing 
the decision which the Government had taken. An interim award, 
at least for the lower-paid members of the professions, might be 
desirable; but this proposal would need further consideration, and 
the decision might depend, to some extent, on the willingness of the 
doctors to accept a fresh approach to the problem of their 
remuneration. 

The Cabinet— 
Took note, with approval, of the Prime Ministers statement. 

International 9. The Cabinet considered a memorandum by the Minister of 
Labour Labour (C. (57) 41) recommending that the Government should 
Organisation accept recommendation No. 99, on the vocational rehabilitation of 
(Previous the disabled, which had been adopted by the International Labour 
Reference : Conference in 1955, and that this decision should be conveyed to 
C M . (56) 45th Parliament in a White Paper. The text of the recommendation had 
Conclusions, been presented to Parliament in Cmd. 8629, and the law and practice 
Minute 10.) of the United Kingdom in this matter were already in general 

accordance with the recommendation. Rehabilitation 
of the The Cabinet— Disabled. 

Approved the proposal in C. (57) 41. 

Oil Supplies. 10. The Minister of Power said that, because the Irish Republic 
(Previous did not come within the scope of the petrol rationing scheme in force 
Reference: in this country, it had not been considered practicable to introduce 
C C . (57) 12th the same restrictions on the consumption of petrol in Northern 
Conclusions, Ireland as in the rest of the United Kingdom. The Secretary of State 
Minute 6.) for Scotland had represented to him that it would be difficult to 

justify extending to Northern Ireland preferential treatment which 
was not accorded also to Scotland. It would not, however, be 
possible to relax the present rationing arrangements in favour of 
Scotland without doing so in favour of other holiday areas, such 
as Wales and Cornwall, with the result that the rationing system 
would collapse. 

The Cabinet— 
Agreed that it would not be practicable to extend to other 
parts of the United Kingdom the preferential treatment in 
regard to petrol rationing which had had to be accorded 
to Northern Ireland. 

Cabinet Office, S.W.1, 
22nd February, 1957. 
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3 C C . 14 (57) 

Western 1. The Foreign Secretary said that our proposals for the 
European reduction of our forces in Europe had been received without 
Union. enthusiasm by the other member countries of Western European 
(Previous Union (W.E.U.); but they would probably be accepted if the 
Reference: reductions were limited to 13,500 in the financial year 1957-58 and 
C.G. (57) 13th a similar number in 1958-59. The additional cost involved would 
Conclusions, be £3. millions, of which £2 millions would be Deutschmark 
Minute 5.) expenditure. 

In discussion it was agreed that a settlement by consent, even 
at a cost of an extra £3 millions, would be preferable to a unilateral 
-breach of the Treaty. The settlement should, however, be clearly 
expressed as resting on an assumption that the German contribution 
to the local cost of our forces in Germany would amount to 
£50 millions for 1957-58 (with an appropriate contribution in the 
following year) and it should be communicated privately to the 
Supreme Allied Commander, Europe, and the Secretary-General, 
Nor th Atlantic Treaty Organisation, before the discussions in W.E.U. 
were resumed. 

The Cabinet— 
Invited the Foreign Secretary to prepare instructions for 
the United Kingdom Permanent Representative on the 
North Atlantic Council on the lines discussed and to submit 
them for the Prime Ministers approval. 

Israel. 2 . The Foreign Secretary said that, in view of the situation 
(Previous in the General Assembly of the United Nations, the prospect of an 
Reference: early withdrawal of Israeli forces remained uncertain. The resolution 
C C . (57) 13th which the Canadian Government had it in mind to propose had not 
Conclusions, yet been finalised; and there was still some risk that a United States 
Minute 3.) resolution, which would be less satisfactory than the Canadian 

resolution, would be brought forward. The chief danger, however, 
remained the possibility of an Afro-Asian resolution invoking 
sanctions against Israel. If such a resolution was tabled the older 
members of the Commonwealth would probably vote against it. 
We ourselves could not easily adopt any different course without 
offending public opinion in this country. On the other hand, a vote 
against a resolution of this kind might seriously damage our relations 
with the Arab States. The decision on this point, if it eventually 
had to be faced, would therefore be a very difficult one. But the 
latest reports from Washington offered some hope that an agreement 
might be reached between the United States and Israel which would 
extricate us from this dilemma. 

The Cabinet— 
Took note of this statement. 

Suez Canal. 3. The Foreign Secretary said that further examination of the 
(Previous problem which would arise in connection with the payment of port 
Reference: (as distinct from canal) dues when the Suez Canal was open had 
C C . (57) 12th suggested that the wisest course would probably be to pay such dues 
Conclusions, in transferable sterling. For this purpose a separate account would 
Minute 5.) need to be opened, the existing No. 1 and 2 Accounts remaining 

blocked. 

The C a b i n e t -

Took note of this statement. 




4. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

Energy. 5. The Cabinet had before them a memorandum by the 
Minister of Power (C. (57) 43) proposing a revision of the nuclear 

ie. power programme. 
The Minister of Power said that, if we were to keep pace with 

a demand for electricity which was increasing at a rate of 7 per cent, 
llth per annum, the total electricity output capacity installed by 1970 
ns, would need to be of the order of 51,000 MW. There Was no prospect 

5-) that supplies of coal would match an acceleration of demand at this 
rate, and since it would clearly be unwise, from every point of view, 
to rely too heavily on oil-burning plant, a considerable expansion of 
the existing nuclear power programme was indicated. It should be 
possible to install a total nuclear output capacity of 12,000 MW. by 
1970; and the first step in this direction should be to plan for the 
creation of a nuclear capacity of 5,000 to 6,000 MW. by 1965. 
Although the capital cost of this programme would be about £770 
millions more than that of a comparable programme based on 

: conventional power stations, the resultant saving of coal should be 
of the order of 18 million tons a year by 1965. The unit cost of 
electricity from the earliest nuclear power stations might prove to be 
slightly higher than that from conventional stations; but technical 
development, which might be expected to be rapid, should succeed 
in eliminating this excess cost. 

In discussion the following points were made : — 
(a) While the maximum expansion of the nuclear power 

programme was desirable in principle, the future investment which 
it implied, when added to the forward investment programmes of the 
other basic industries, would make heavy demands on manpower, 
money and materials in the early 1960s. Even if the nuclear power 
programme was given a high priority, it might not be possible to 
accommodate it within the total of investment resources likely to 
be available unless other programmes were curtailed. It was 
therefore desirable that a comprehensive review should be made of 
the probable demands upon the economy in the period up to 1965 
(particularly from the point of view of the competing claims of 
defence and the basic industries) which would provide some indication 
of the rate at which the expanded nuclear power programme should 
be implemented if it was not to involve arbitrary adjustments in the 
programmes of other industries or to overstrain the economy. In 
the meantime it would be important to emphasise, in the proposed 
announcement about the nuclear programme, that the actual amount 
of nuclear capacity to be installed by 1965 would be subject to the 
results of technical experience and development as planning 
progressed, including the trend of capital costs, and to the availability 
of physical and financial resources. 

(b) The proposed new programme would represent an important 
contribution to the developing needs of an economy which was 
rapidly substituting mechanised operation for many processes 
hitherto effected by hand. But a more highly mechanised industrial 
organisation itself implied a greater demand for imports. It was by 
no means certain whether we should be able to finance this expansion 
of imports by a corresponding expansion of exports, especially if no 
significant export of nuclear products and techniques could be 
expected until 1965. As a corollary to an expanded nuclear power 
programme it would therefore be necessary, by one means or another, 
to continue to restrain consumption in order to stimulate the essential 
expansion of exports. Given restraint on consumption, personal 
savings should be available to finance investment on the scale 
proposed. But, without savings of this order, all the investment 
programmes of the basic industries would be in jeopardy. 



(c) It could be argued that, in view of the rapidity of technical 
development in nuclear energy and the possibility that the earliest 
types of nuclear plant would be economic only when used on base 
load, the initial stage of the new programme should be implemented 
on a more modest scale, allowing for a more rapid expansion in the 
years after 1965. On the other hand, the final decision on the amount 
of nuclear capacity to be commissioned by the end of 1965 need not 
be taken for another eighteen months or two years, and planning 
during this period would be adapted to fresh technical developments 
as soon as they became available. 

(d) The proposed expansion of the civil nuclear power 
programme would not involve any conflict with the military nuclear 
programme as at present planned. 

(e) An expansion of the nuclear power programme on the scale 
proposed would probably involve considerable disturbance to the 
amenities of the countryside. If this was not to create a fresh public 
outcry on each occasion" when a new nuclear power station was 
installed, it should be made clear, at the very outset of the new 
programme, that some loss of amenities was the unavoidable price 
which had to be paid if the needs of the economy over the next 
fifteen years were to be met. At the same time, however, care should 
be taken, in planning and siting the new stations, to operate the 
revised procedure for securing planning consent which the Minister 
of Power proposed in such a way as to restrict to the minimum the 
inevitable reduction of amenities. In particular it would be 
desirable to give notice of the construction of new stations by public 
advertisement. 

The Cabinet— 
(1) Approved	 the revision of the nuclear power programme 

proposed by the Minister of Power. 
(2) Authorised	 the Minister of Power to announce the new 

programme by means of a statement in the House of 
Lords, in the terms of the draft annexed to his memo
randum, concurrently with a similar statement by the 
Paymaster-General in the House of Commons, at an 
early date. 

(3) Invited the	 Chancellor of the Exchequer to arrange for a 
review of the probable demands upon the economy, 
particularly in terms of defence and the basic industries, 
in the period to 1965. 

Public 6. The Cabinet considered a memorandum by the Chancellor 
Service. of the Exchequer (C. (57) 42) proposing increases in the remuneration 
(Previous of Ministers and Members of Parliament and in the salaries paid in 
Reference: certain other public and semi-public services. They also had before 
C.C. (54) 82nd them a memorandum by the Minister of Pensions (C. (57) 47) on the 
Conclusions, timing of any announcement on this subject. 
Minute 6.)	  chancellor of the Exchequer said that, on the hypothesis T n e

Salaries. that some increase in public service salaries was now overdue, no 
more opportune moment for making the necessary adjustments was 
likely to occur. So far as possible, his proposals should be agreed 
with the Opposition and announced in a single comprehensive 
statement. The salary of members of the House of Commons should 
be raised to £1,750 a year (the existing sessional allowance being 
withdrawn) and an expenses allowance of £3-£5 a day—the actual 
figure being a matter for discussion-—should be paid to Peers 
attending the House of Lords. Ministers should be entitled to draw 
all the increased Parliamentary salary, or the greater proportion of 

' i t ; and some increase, in the Ministerial salaries of senior Ministers 



would be both justified on merits and necessary to provide sufficient 
latitude for raising the salaries of junior Ministers. The actual scale 
of Ministerial salaries might be between the minimum and the 
maximum limits set out in the Appendix to his memorandum. If, 
however, the figure of £8,250 for a senior Minister in the House of 
Commons was too high, an alternative approach lay in limiting the 
increase in Ministerial salary more stringently and in restricting the 
amount of Parliamentary salary which such a Minister might draw. 
For example, if the increases in both Ministerial and Parliamentary 
salaries were confined, in such a case, to £1,000, a senior Minister in 
the House of Commons would receive £7,000. But whatever scheme 
was adopted, it should seek to reduce to a minimum the disparity 
between the salaries of Ministers in the House of Commons and the 
House of Lords respectively. 

The Home Secretary said that priority should be accorded to 
an improvement in the salaries of junior Ministers and in the 
attendance allowance for Peers. It would only be justifiable to 
increase the pay of members of the House of Commons if these two 
claims could be met at the same time. But it was doubtful whether 
this was an opportune moment for announcing increases in public 
service salaries. It had been decided to defer action when the matter 
was last considered in the previous summer,; the economic situation 
had not improved in the meantime; and the Government were now 
confronted with the need to withstand a number of pressing salary 
claims, including those of doctors and dentists. In these circumstances 
it would be difficult to justify any significant increase in the Ministerial 
salaries of senior Ministers, although they might be allowed to draw 
their full Parliamentary salaries. 

The Prime Minister said that he was disquieted by the possibility 
that Ministers might appear to be awarding themselves a large 
increase in salary, and he shared the view that a substantial increase 
in the salaries of senior Ministers could not be defended. An 
alternative solution might be that the salaries of senior Ministers 
should remain, as at present at £5,000; that the salaries of the 
Paymaster-General and junior Ministers should be fixed at £3,000; 
that the salaries of Parliamentary Secretaries should be raised to 
£2,000; but that all Ministers should be permitted to draw, in 
addition, £1,000 of their Parliamentary salary. 

Discussion showed that the Cabinet were in favour of seeking 
a solution to the problem of Ministers' salaries on the basis of a 
compromise between the proposals outlined by the Prime Minister 
and those put forward by the Chancellor of the Exchequer. It was, 
however, recognised that a Minister who was a Peer would not be 
able to draw the proposed Parliamentary allowance for Peers in 
addition to his Ministerial salary, and that further consideration 
would need to be given to means of reducing the disparity in 
Ministerial remuneration in the two Houses. A solution could not 
be found, consistently with the impartial administration of the income 
tax, by legislation to exempt from tax some element in a salary 
related to the performance of Ministerial duties. 

In further discussion the following points were made— 
(a) There would be no advantage in introducing, as an alternative 

to an increase in the salary of members of the House of Commons, a 
separate allowance to cover the cost of secretarial assistance. This 
solution, which had been rejected by all previous Select Committees 
who had considered the matter, would not commend itself to the 
House of Commons, and would be of doubtful application to a 
Member who did his own secretarial work. 

(b) An allowance of £4 or £5 a day for Peers attending the 
House of Lords would represent some relief to Peers, but it could 
be argued that the needs of those Peers who devoted themselves to 
the work of the House of Lords would not be met by such an 



allowance. The payment of a salary to these Peers was now desirable 
if the House was to continue to function effectively. On the other 
hand the introduction of salaries for Peers would be open to 
considerable criticism. 

(c) The proposed level of salaries for the chairmen of Area 
Boards in the nationalised industries, who were now increasingly 
appointed by promotion from within the industries, might need 
reconsideration in comparison with the proposed levels of salaries for 
university staff. 

(d) The proposed salary scales for the Lower Judiciary had 
already been discussed and could be accepted. 

The Cabinet briefly discussed whether the balance of advantage 
lay in giving effect to the proposed salary increases, when they had 
been finally agreed, at an early date, or in deferring them for a further 
period. An early announcement of increases in public service salaries 
would be less likely to provoke fresh wage claims than a similar 
announcement made later in the year. On the other hand, an 
announcement in the near future would reinforce the growing 
pressure for some improvement in retirement pensions and National 
Assistance scales. It would also make it more difficult to resist an 
interim award to doctors and dentists. 

The Cabinet— 
(1) Invited	 the Chancellor of the Exchequer to arrange for 

further examination of the proposed increases in public 
service salaries in the light of the views expressed during 
their discussion. 

(2) Agreed to resume their discussion at a later meeting. 

South-West 7. The Cabinet had before them a memorandum by the 
Africa Chancellor of the Exchequer (C. (57) 50) recommending that, subject 
Company. to the outcome of negotiations currently in progress, consent should 

be given to the transfer of control over the South-West Africa 
Company (S.-W.A.C.) from the United Kingdom to an American
controlled company, the Tsumeb Corporation Ltd., and to the 
transfer of the domicile of S.-W.A.C, for tax purposes, from the 
United Kingdom to South Africa. 

The Chancellor of the Exchequer said that, this transaction 
should not operate to the disadvantage of the United Kingdom. It 
would be equivalent to a dollar investment in the sterling area, of 
the kind which we were anxious to encourage. It was essential, if 
the economic development of the Commonwealth was to proceed at 
a satisfactory rate, that American interests should be induced to invest 
in the sterling area, and doubt would be cast on the sincerity of our 
desire for American capital if consent to this transfer was refused. 
Moreover, the Tsumeb Corporation had given an undertaking that 
vanadium would continue to be mined for sale to the United 
Kingdom for sterling; and the transaction was acceptable to the 
South African Government. It would be difficult to find grounds for 
resisting the transfer of domicile, and the loss of revenue would not 
significant. 

The Prime Minister said that he was not entirely satisfied that 
this transaction was in our interests. Genuine dollar investment in 
the Commonwealth was to be welcomed. But a transaction which 
amounted to no more than a " take-over bid," with no guarantee that 
it would be followed by fresh investment, should be examined very 
closely. The proposed transfer of domicile was also objectionable, 
inasmuch as it might make it possible for an American purchaser to 
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MUford Haven.

realise a profit as the result of a concession which would be refused 
to any British purchaser of the company. The proposal should 
therefore be re-examined, and it might be desirable to appoint a small 
Committee of Ministers to consider the basis on which transactions 
of this kind should be dealt with. 

; The	 Cabinet— 
Took note that the Prime Minister would discuss further 
with the Chancellor of the Exchequer the issues involved 
in the transfer of control of the South-West Africa 
Company to American interests. 

8. The Cabinet had before them a memorandum by the Home 
Secretary (C. (57) 46), proposing that the system whereby a lump 
sum grant had been paid annually to the Government of Northern 
Ireland, for disbursement as partial compensation to Northern Irish 
farmers for their remoteness from their main market in Great Britain, 
should be replaced by new arrangements under which the annual 
payment would be fixed in advance for the next five years, the size 
of the payment thereafter being settled after a review in the fourth 
year. 

The Chancellor of the Exchequer said that although there was 
some risk that arrangements of this kind would have to be prolonged 
indefinitely, the statutory power to extend them after the first five 
years would be permissive, not mandatory. On that basis, and in 
view of the special circumstances of Northern Ireland, the proposals 
were not unreasonable. 

The C a b i n e t 
(.1) Approved the new arrangements for providing special 

assistance to agriculture in Northern Ireland. 
(2) Authorised the inclusion in the forthcoming Agriculture	 Bill 

of a provision to enable the annual payment to the 
Government of Northern Ireland for agriculture to be 
borne on the Votes of the Ministry of Agriculture. 

 9. The Cabinet had before them a memorandum by the 
Minister of Transport (C. (57) 44) seeking authority for legislation 
in the forthcoming Session to establish a conservancy authority for 
Milford Haven. 

The Minister of Transport said that Milford Haven was the only 
southern harbour in Great Britain capable of accommodating tankers 
of 100,000 tons and cargo vessels of corresponding size which were 
being introduced for the transport of iron ore. It should therefore 
be rapidly developed. He had set up a Committee, representing the 
oil companies and other interests concerned, to deal with the 
Immediate problems involved in developing the por t ; but it was 
important that a conservancy authority should be established to 
assume permanent responsibility for controlling the increasing traffic. 
This authority would be financed by user interests, and no Exchequer 
expenditure would be involved. As the oil industry was likely to 
become increasingly dependent on the use of large tankers of 60,000

 100,000 tons, urgent consideration would also need to be given to 
accommodating larger vessels at ports elsewhere along the coast. 

v
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The Minister of Power and The Minister for Welsh Affairs said 
that they welcomed this proposal. It would be helpful, in securing 
the support of Welsh opinion, to lay emphasis on the fact that the 
proposed arrangements were being made in consultation with the 
Minister for Welsh Affairs. It was also important, in order to avoid 
pressure for similar projects to be undertaken elsewhere, to emphasise 
that no Exchequer expenditure would be involved in the Milford 
Haven project. 

The Cabinet— 
Approved the proposal put forward in C. (57) 44. 

10. The Cabinet considered a memorandum by the Minister of 
Transport and the Minister of Works (C. (57) 40) recommending that 
the scheme for major road improvements to relieve traffic congestion 
at Hyde Park Corner, Park Lane and Marble Arch, should now be 
approved. The Cabinet also had before them a memorandum by 
the Lord President (C. (57) 45) supporting this proposal and urging 
that the construction of the proposed east-west tunnel should proceed 
simultaneously with work on the remainder of the scheme. 

The Minister of Transport said that the proposed scheme had 
been thoroughly re-examined in order to take account of the 
objections which had been raised in the Cabinefs earlier discussion. 
The Minister of Works and he were now satisfied that the original 
scheme, with certain modifications, represented the most satisfactory 
solution of the problem of traffic congestion at Hyde Park Corner. 
It would involve no interference with the Decimus Burton screen, 
and the north-bound traffic would be accommodated on a new road 
which would replace the East Carriage Drive and would make the 
minimum encroachment on the Park. It would not be possible to 
dispense with the proposed subsidiary roundabout at Hamilton 
Gardens without substituting a tunnel under the Gardens. The 
east-west tunnel at Hyde Park Corner would probably prove 
necessary in time, but its construction would not be undertaken until 
the need for it had been further demonstrated. The London County 
Council had accorded the highest priority to the Park Lane scheme. 
The Government would be exposed to serious criticism if the relief 
of traffic congestion there were further delayed and he therefore 
sought authority to proceed. 

The Minister of Housing, supporting this proposal, said that 
there was no ideal solution to this problem, but the scheme under 
consideration was the best which could be devised. He hoped that 
close contact would be maintained with his Department on the 
amenity aspects of the project. 

Discussion showed that the Cabinet continued to entertain 
misgivings about the proposed scheme. It was argued that an 
alternative scheme, limited to the construction of an east-west tunnel, 
might afford adequate relief for traffic congestion at Hyde Park 
Corner with less damage to amenities. Moreover, the expenditure 
involved might be better employed in carrying out an important road 
scheme in an industrial area, for which it might be possible to urge 
greater priority. The Cabinet were informed, however, that it was 
the north-south, rather than the east-west, traffic which was mostly 
responsible for the congestion at Hyde Park Corner, and the east
west tunnel would make no contribution towards facilitating the 
flow of this traffic. On the question of relevant priority, traffic was 
more congested at Hyde Park Corner than at any other place in 
the country. 



It was agreed that, in view of these considerations, there was no 
alternative to approving the proposed scheme. The appropriate time 
for starting work on it would, however, be a matter for separate 
consideration. 

The Cabinet— 
Approved in principle the proposed Park Lane scheme as 
described in C. (57) 40. 

Cabinet Office. S.W. 1, 
28th February, 1957. 
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 1. The Foreign Secretary said that the discussion in the North 
 Atlantic Treaty Organisation (N.A.T.O.) of the proposed reduction in 

 our forces in Europe was developing on not wholly favourable lines. 
 But our agreement to prolong this process over two financial years, 

 subject to a satisfactory settlement with the German Government 
 about their contribution to the cost of our forces in Germany, had 

 been welcomed by the Supreme Allied Commander, Europe ; and 
 there was a reasonable prospect that the discussions in N.A.T.O. 

would end satisfactorily. 

The Cabinet— 

Took note of this statement. 


 2 . The Foreign Secretary said that, although the settlement 
 about the withdrawal of Israeli forces which appeared to have been 

 reached between the United States Government and the Israeli 
 Government would have been broadly acceptable to us, the latest 

 speech by the United States representative at the United Nations 
 had been unduly sympathetic towards the Arab States and there was 

now some danger that the Government of Israel would withdraw 
their agreement. If the prospect of a reasonable settlement receded 
again, we should have to reconsider our policy; but we might hope 
that the risk of a resolution merely invoking sanctions against Israel 
had now been finally averted. 

The Cabinet— 

Took note of this statement. 


3. The Cabinet had before them a memorandum by the 
Colonial Secretary about the proposed new constitution for 
Singapore (C. (57) 48). 

The Colonial Secretary said that he hoped to resume discussions 
with the Chief Minister of Singapore in the near future on the basis 
of the proposals outlined in his memorandum. The new constitution 
would be a form of dyarchy, in which defence and foreign affairs 
would be reserved to the United Kingdom Government, whose 
spokesman would be the Resident Commissioner, while local 
Ministers would discharge the remaining functions of government. 
The Governor would be a Malayan-born personage, who would be 
appointed by The Queen on the advice of the Secretary of State, 
would hold office during Her Majesty's pleasure, and would be bound 
to act in accordance with the advice of Ministers. The ultimate 
authority to suspend the constitution would, however, vest in the 
Resident Commissioner, who would in that eventuality supplant 
local Ministers as the adviser to the Governor. 

These proposals were acceptable to the Governments of 
Australia and New Zealand and were supported by the Governor of 
Singapore, the Commissioner-General in South-East Asia, and the 
Chiefs of Staff. They did little more than formalise the existing 
situation in which, for some time, we had been unable to use our 
reserve powers and had been compelled to rely, in the last resort, 
on the power to suspend the constitution. This power would remain 
with the Resident Commissioner and, together with the fact that he 
would preside over both the Defence and External Affairs Council 
and the Internal Security Council, should suffice to retain in our 
own hands an effective degree of authority in Singapore. At the 
moment the body of opinion in Singapore which was friendly to 
this country was growing, and it would be advisable to seize the 
present opportunity to establish a constitution which would be 
popular with liberal opinion in the Colony and would, at the same 
time, safeguard our essential interests. 



In discussion doubts were expressed about the precedent which 
might be constituted by the unique arrangements proposed for 
Singapore. The Government of Malta, for example, might feel 
obliged to press for similar arrangements. But a constitution on the 
model proposed for Singapore would represent a regressive step for 
Malta, which already possessed most of the powers which, under 
the new constitution for Singapore, would be transferred to local 
Ministers. There appeared to be no other Colonial territory where 
the present stage of constitutional development would provide a 
basis for a claim to treatment comparable with that proposed for 
Singapore. 

Doubts were also expressed about the extent to which the 
suggested constitution would provide a lasting solution of the 
problems of the Colony. It was proposed that local Ministers, 
although being consulted before the appointment of the Governor, 
should not advise The Queen on this appointment. Nevertheless, 
the Governor, once appointed, would exercise considerable power 
in such matters as the selection of a Chief Minister and the dissolution 
of the Legislative Assembly. On the other hand, the Resident 
Commissioner would be empowered, without necessarily consulting 
local Ministers, to advise the Governor to reserve for The Queen's 
assent any measure affecting the responsibilities of the United 
Kingdom Government. The balance of authority between local 
Ministers and the Resident Commissioner would, therefore, be a 
delicate one ; and although such an arrangement might prove feasible 
while the present Chief Minister held office, it was doubtful whether 
it would endure if he was replaced by a Chief Minister less well 
disposed towards this country. It was open to question whether a 
constitution of the kind proposed was likely, for all its ingenuity, 
to be compatible with either stability of administration or the 
maintenance of our own essential strategic interests. 

It was, however, argued that, so long as defence and external 
affairs were reserved to the United Kingdom Government, our 
interest in Singapore as a major base should be adequately 
safeguarded. Moreover, the fact that the interests of the Federation 
of Malaya in Singapore were substantially the same as our own 
should ensure that, in most cases, our view would prevail in the 
Internal Security Council as well; and this, coupled with the 
arrangement whereby senior appointments to the Police Force would 
be subject to the approval of the Council, should secure our 
continued control over public order. We should enjoy a further 
and valuable safeguard in the stipulation, which had still to be 
negotiated with Singapore Ministers, that if any Bill passed by the 
local Legislature affected matters within the sphere of responsibility 
of the United Kingdom Government, the Resident Commissioner, 
would be empowered so to inform the Governor, who would then 
be obliged by the constitution to reserve the Bill for The Queen's 
assent. With these safeguards the proposed constitution should 
enable us to maintain our essential interests in Singapore, without 
appearing to attempt to arrest the increasing tendency towards 
Malayanisation. It might not provide a permanent solution; but it 
should make possible a period of political stability in Singapore until 
it became practicable to advance towards the ultimate objective of 
unification of the Colony and the Federation of Malaya. At that 
time an essential condition of such unification would be our retention 
of the right to maintain a major military base at Singapore. 

The status and powers of the future Governor were a concession 
to local opinion which was in no way derogatory to the Crown and, 
provided that the ultimate right of suspending the constitution 
remained in the hands of the Resident Commissioner, should prove 
a useful precedent for maintaining our interests in other cases where 
it was essential that we should retain a military base within a 
community which was advancing towards independence. The 
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constitution would not itself specify that the Governor must be 
Malayan born; and if an emergency developed or if, in the event 
of the constitution having to be suspended, a Malayan-born Governor 
proved recalcitrant, there would be no impediment to the 
appointment as Governor, in his place, of any person whom the 
United Kingdom Government wished to recommend to The Queen. 
Nor were there grounds for supposing that the fact that the Governor 
would normally be Malayan born would provide Singapore with a 
juridical basis for seceding from the Commonwealth and appealing 
to the United Nations for recognition as a wholly independent 
community. Opinion within the Commonwealth, and probably 
elsewhere, would not endorse a claim by any nation to be wholly 
self-governing unless it controlled its own defence and external 
relations; and these subjects would, in the case of Singapore, remain 
reserved to the United Kingdom Government. 

The Cabinet— 
Authorised the Colonial Secretary to open discussions with 
the Chief Minister of Singapore about the future constitution 
of the Colony on the basis described in his memorandum, 
on the understanding that, inter alia— 

(i) the	 constitution would not itself prescribe that the 
Governor should be a Malayan-born person 
or debar the United Kingdom Government from 
recommending any person to The Queen for 
appointment as Governor; 

(ii) the	 Governor would hold office during The Queen's 
pleasure and the constitution would not preclude 
the United Kingdom Government from advising 
Her Majesty to terminate the Governors 
appointment and to appoint another person in his 
place; 

(hi) the	 Royal Instructions, in conjunction with the 
provisions of the constitution, would oblige the 
Governor to act in accordance with the advice of 
local Ministers or, if the constitution was suspended, 
in accordance with the advice of the Resident 
Commissioner; 

(iv) the constitution would expressly provide that if,	 in the 
view of the Resident Commissioner, any Bill passed 
by the Singapore Legislature affected matters within 
the sphere of responsibility of the United Kingdom 
Government, the Resident Commissioner would have 
the right so to inform the Governor, who would then 
be obliged to reserve the Bill for The Queen's assent; 
and in such cases the United Kingdom Government 
would tender advice to Her Majesty. 

4. The Cabinet had before them a memorandum by the 
Commonwealth Secretary and the Colonial Secretary (C. (57) 51) 
recommending that responsibility for Christmas Island should be 
transferred to Australia. 

The Colonial Secretary said that the Governor of Singapore 
and the Commissioner-General in South-East Asia, with the support 
of the other Colonial Governors in the Far East, had advised that, 
if the Government of Singapore continued to receive a net annual 
revenue from Christmas Island for so long as its phosphate deposits 
were being worked, the resultant presumption that Singapore had an 
interest in the ultimate future of the Island would defeat the objective 
of clearly separating the two territories. The Australian Government 
had now proposed that the Island should be transferred to 
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Australia under an arrangement whereby they would finance the 
compounding of the revenue which Singapore had hitherto received 
from the phosphate deposits. They had also agreed that the few 
inhabitants on Christmas Island would be given the same rights and 
privileges in relation to Australian law as had been extended to the 
inhabitants of the Cocos Islands when these Islands had been 
transferred earlier. 

This proposal was acceptable to the New Zealand Government, 
and was supported by the Governor of Singapore and the 
Commissioner-General in the Far East. It might now be 
communicated to the Chief Minister of Singapore in the course of 
the forthcoming constitutional discussions, the figure for the 
compounding of the revenue being initially fixed at £1 million. It 
would, however, be undesirable that we should attempt to obtain 
ourselves any compensation from the Australian Government for 
the transfer of Christmas Island. 

Discussion showed that the Cabinet were in agreement with these 
proposals. 

The Cabinet— 
(1) Approved the proposals in C.	 (57) 51 relating to the future 

of Christmas Island. 
(2) Invited the Lord President to arrange for the Australian	 and 

New Zealand Governments to be informed accordingly. 

5. The Cabinet had before them a report by officials (C. (57) 38) 
about the Somaliland Protectorate and the Horn of Africa. 

The Colonial Secretary said that the approaching independence 
of Somalia made it urgent to evolve a firm policy for the Horn of 
Africa. Our efforts to maintain our position in the Aden Protectorate 
would be frustrated if the Somali peoples united under influences 
hostile to us. He therefore endorsed the recommendation in 
paragraph 39 (a) of the report that we should make a sustained 
attempt to induce the Ethiopians and Somalis to work together, and 
that we should seek to persuade other Western Powers to join with 
us in promoting this objective. The prospect that a Greater Somalia, 
if it came into being with our encouragement, would have expansionist 
designs on the Ogaden could be used as a means of persuading the 
Ethiopian Government to carry out more satisfactorily their 
obligations in respect of the Haud under the Agreement of 1954. 
Although elements in British Somaliland would doubtless continue 
to press, on racial grounds, for the union of all Somali peoples, the 
strength of this agitation would be reduced if the grievances relating 
to the administration of the Haud by Ethiopia were removed. As 
regards other possible courses of action, the support of the French 
would not be forthcoming for the union of the Somali peoples, and 
the Italians would not be prepared to retain responsibility for Somalia 
when their trusteeship came to an end in 1960. 

The Foreign Secretary said that it would not be to our advantage 
to foster the creation of a Greater Somalia which would need to be 
supported by a substantial subsidy if it was not to come under Arab 
domination. . Our interest lay, therefore, in building up Ethiopia as 
a counterpoise to Arab expansionism in the Horn of Africa. The 
Ethiopian Government were themselves anxious to restore friendly 
relations, which had deteriorated solely because of the local difficulties 
which had arisen in connection with the administration of the Haud. 

Discussion showed that the Cabinet were in agreement with the 
views which had been expressed. If, however, the course proposed 
was to be followed, some further consideration might need to be 
given to modifying the guardedly encouraging statement which 



Lord Lloyd had been authorised to make in the previous year about 
a possible association between the Somaliland Protectorate and 
Somalia after	 1960. 

The Cabinet— 
Approved, subject to the points made in their discussion, 
the recommendation in paragraph 39 (a) of C. (57) 38, and 
authorised the consequential action outlined in that 
paragraph. 

Cyprus. 6. The Cabinet had before them a memorandum by the 
(Previous Foreign Secretary (C. (57) 49) about a proposal by the Secretary-
Reference: General of the Nor th Atlantic Treaty Organisation (N.A.T.O.) that 
C.C. (57) 13th he should use his good offices to promote a settlement of the problem 
Conclusions, of Cyprus by conciliation between the three countries concerned. 
Mmute 4.)	 jfe foreign Secretary said that the Secretary-General apparently 

intended to entrust the responsibility for seeking a settlement to a 
small Committee of representatives of three member countries of 
N.A.T.O. which had no direct interest in Cyprus. Our motives might 
be misconstrued if we refused to take advantage of a proposal which 
did not commit us to do more than seek a settlement by conciliation. 

The Colonial Secretary said that we should take no action at 
this juncture which might undermine the favourable position which 
we had now established in Cyprus against the terrorist forces. There 
was some risk that, if the conciliators failed to bring the three parties 
together, they would feel impelled to put forward recommendations 
which might be embarrassing to us. It would, for example, be 
unfortunate if we were confronted at present with any recommenda
tion relating to partition. On the understanding, however, that no 
more was involved than an attempt to seek a solution by conciliation, 
there should be no great risk in accepting the Secretary-GeneraFs 
offer. 

The Prime Minister said that he was reluctant to approve a 
proposal of this nature except on the basis of the precise terms in 
which our reply would be conveyed to the Secretary-General, 
including the statement of any conditions to which our agreement 
would be subject. The matter might be considered by the Cabinet 
on this basis later in the week, and the Foreign Secretary and he 
would then discuss it with the Secretary-General in Paris on 
10th March. 

The C a b i n e t 
(1) Invited	 the Foreign Secretary, in consultation with the 

Colonial Secretary, to circulate for their consideration 
a draft reply to the proposal of the Secretary-General of 
N.A.T.O. 

(2) Agreed to resume their discussion at their next meeting. 

Suez Canal 7. The Cabinet had before them a memorandum by the Foreign 
Users' Secretary (C. (57) 54) about diplomatic privileges and immunities 
Association. for members of the staff of the Suez Canal Users' Association 
(Previous (S.C.U.A.). 
Reference: The Cabinet	 were informed that S.C.U.A. might decide not to 
C M  . (56) 74th make their permanent headquarters in this country. Because of this 
Conclusions, and of the public criticism to which each successive extension of 
Minute 5.) diplomatic privilege and immunity gave rise, it might be premature 
Privileges and to make an Order in Council under the International Organisations 
Immunities. (Immunities and Privileges) Act, 1950, to deal with the three members 
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4th

of the staff of this organisation if the matter could be dealt with by 
other means. The relation between S.C.U.A. and the United Nations 
Organisation might be relevant for this purpose. 

The Cabinet— 
Invited the Foreign Secretary and the Chancellor of the 
Exchequer, in consultation, to consider whether some 
alternative approach to the problem of the tax liability 
of the members of the staff of S.C.U.A. could be devised 
which would not involve a fresh Order in Council under 
the International Organisations (Immunities and Privileges) 
Act, 1950. 

8. The Minister of Housing said that he proposed, subject to 
the Cabinefs approval, to accept in principle two amendments to the 
Rent Bill which had been tabled by Government supporters. The 
first would provide, for the tenants of houses which would become 
decontrolled as a result of the Bill, a minimum statutory security of 
tenure of four weeks. The second would enable the tenants of 
houses decontrolled under Clause 9 of the Bill to claim, subject to 
suitable safeguards, compensation for improvements which they had 
made to these properties, with the consent of the landlords, during 
the period of their rent-controlled tenancies. 

The Lord Chancellor said that he was in favour of both these 
amendments. Allowing compensation for improveinents made by 
tenants presented difficulty, since such improvements were frequently 
made for aesthetic reasons without proportionately enhancing the 
value of the property. Nevertheless, it was reasonable that, in the 
circumstances of the present Bill, compensation for improvements 
should be conceded in suitable cases. 

The C a b i n e t -
Authorised the Minister of Housing to accept in principle 
the two amendments to the Rent Bill which he had outlined. 

 Office, S.W, 1, 
March, 1957. 
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Parliament. 

India. 

Congress for 
Rights and 
Freedom in 
Russia. 

Farm Price 
Review. 
(Previous 
Reference: 
C.C. (57) 11th 
Conclusions, 
Minute 2.) 

1. The Cabinet were informed of the business to be taken in the 
House of Commons in the following week. 

I t would be announced on the following day that the Chancellor 
of the Exchequer would open his Budget on 9th April. 

2. The Prime Minister said that the regret expressed by the 
Prime Minister of India for the scurrilous article about Her Majesty 
The Queen which had been published by the official organ of the 
Congress Party could perhaps be deemed adequate, and the incident 
could be regarded as closed. 

The C a b i n e t -

Took note, with approval, of this statement. 


3. The Foreign Secretary said that certain Russian emigres 
wished to hold in this country a meeting of an organisation known 
as the Congress for Rights and Freedom in Russia. The grant of 
facilities for this could not reasonably be regarded as provocative to 
the Government of the Soviet Union, and he was inclined to think 
that no objection need be raised, on the understanding that individuals 
wishing to attend the meeting would be subject to the usual scrutiny 
on their application for visas. The Congress had the support of 
certain Russians who were resident, and held academic posts, in this 
country; but it did not appear to have any organised British 
sponsorship. 

The Lord Chancellor said that our attitude towards applications 
of this kind had, in the past, been strict and it would be advisable, 
before giving consent, to ascertain by reference to the Law Officers 
that such consent could not be construed by the Government of the 
Soviet Union as contrary to the general comity of nations. 

The Cabinet— 
Invited the Foreign Secretary, in consultation with the Lord 
Chancellor, to seek the opinion of the Law Officers on the 
propriety of giving facilities for a meeting in this country 
of the Congress for Rights and Freedom in Russia. 

4. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer and the Minister of Agriculture 
(C. (57) 60) on the possible bases for a settlement of the current review 
of agricultural price guarantees. 

The Minister of Agriculture said that a settlement could not be 
imposed on the farmers at the minimum figure (£8 millions) 
permissible under the new system of long-term assurances without 
exposing the Government to the charge that they were violating the 
spirit, if not the letter, of these assurances and were disregarding the 
legitimate claims of the small farmer. £13 millions represented the 
lowest figure for an imposed settlement which the Government could 
claim to constitute a fair interpretation of the new system of 
assurances. Against this, there was a reasonable prospect of 
achieving an agreed settlement at a figure of £15 millions, including 
an increase of id. a gallon in the guaranteed price for milk. 
Moreover, the net cost of such a settlement might be reduced to 
£11 millions if the retail price of milk was retained at Sd. a pint during 
the summer. Finally, the reception which would be given to the 
Agriculture Bill embodying the new system of long-term assurances, 
which was due to have its Second Reading on 20th March, would 
depend directly on the extent to which the settlement of the current 
review had been agreed or imposed. 

5 1 3 2 0 - 3 B 2 



The Chancellor of the Exchequer said that, in present economic 
circumstances, the Government would be justified in imposing a 
settlement on the basis of the minimum figure permissible under the 
assurances. In order to retain the goodwill of the farmers, a liberal 
interpretation of this figure might be justified. But there was no 
economic case for giving further support for the production of either 
eggs or milk; and, if the price of pigs was left unchanged, the 
resultant settlement, at approximately £10 millions, would 
incorporate a concession to the small farmer, would establish the total 
cost of agricultural subsidies in 1957-58 at a level £30 millions higher 
than in the current year, and would represent a defensible interpreta
tion of the new system of long-term guarantees in a year in which the 
need for economy was paramount. 

Discussion showed that it was the general view of the Cabinet 
that an imposed settlement was unavoidable. But it was important 
that the figure should not be so low as to destroy the new relation 
between the Government and the farmers which the system of long
term assurances had created. The objective should therefore be so 
to arrange the distribution of a total award somewhat above the 
minimum figure of £8 millions as to make no concession on milk and 
eggs but to encourage the production of other foodstuffs on sound 
economic lines. 

The Chancellor of the Exchequer said that, in view of the 
balance of arguments advanced in the discussion, he was prepared to 
consider an imposed settlement on the basis of a figure of 
£12 millions. This, however, was on the assumption that the egg 
subsidy was reduced, as had been proposed, and that no increase in 
the milk subsidy would be permitted. Both Australia and New 
Zealand were concerned at the effect of our milk subsidy on their 
market for dairy products in this country, and the Prime Minister 
Of New Zealand had recently represented that the matter was 
sufficiently serious to warrant urgent discussion. 

The Cabinet— 
Invited the Minister of Agriculture to arrange for the 
negotiations with the farmers to be continued on the basis 
agreed in their discussion and to circulate, in consultation 
with the Chancellor of the Exchequer, a schedule of 
individual commodity guarantees related to an award of 
£12 millions. 

5. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (57) 57) submitting revised proposals 
for increases in certain public service salaries. 

The Chancellor of the Exchequer said that, while he saw no 
reason to modify his earlier proposals on allowances for Peers and 
increases in remuneration for members of the Boards of nationalised 
industries, the Lower Judiciary, and the Comptroller and Auditor-
General, he had given further thought to the increases which would 
be appropriate for Members of Parliament and Ministers. For 
Members of Parliament he now proposed that, the sessional 
allowance being abolished, the salary should be increased to £1,500 
or £1,750. All Ministers in the House of Commons should be 
permitted to draw this new Parliamentary salary in full; and on this 
assumption the increase in Ministerial salaries could be limited to 
the following categories: — 

(a) The salary of £1,500 of Parliamentary Secretaries should be 
raised to 2,000. 

(b) The Financial and Economic Secretaries to the Treasury 
should be regraded as Ministers of State for purposes of salary. 



Remuneration 
of Doctors 
and Dentists. 
(Previous 
Reference: 
C.C. (57) 13th 
Conclusions, 
Minute 8.) 

(c) The Officers of the Household who acted as Whips in the 
House of Lords and as Departmental spokesmen should be regraded, 
for purposes of salary, on a basis of equivalence with the new 
entitlement of Parliamentary Secretaries. 

As a result, a differentiation between the emoluments of 
Ministers in the House of Commons and those of Ministers in the 
House of Lords would persist; but examination had failed to disclose 
any means of avoiding this. 

In discussion it was suggested that, while the need for improve
ment in the salaries of Members of Parliament and Ministers, 
particularly Parliamentary Secretaries, was urgent, opinion among 
the Governments supporters, both in the House of Commons and in 
the country as a whole, would react unfavourably to these proposals. 
It was essential, for political reasons, that the Government should be 
seen to be pursuing, in the months ahead, a firm and determined 
policy which was clearly consistent with Conservative principles; and 
any measure which could be interpreted, however wrongly, as being 
at variance with such a policy would be a tactical error at the present 
time. Action on these proposals should, therefore, be deferred for 
the time being, although they should be brought forward for 
renewed consideration in the summer. In the interval further 
thought might be given both to the content of the proposals, 
particularly as regards the very modest increase in the salary of 
Parliamentary Secretaries, and to their public presentation at a later 
stage. 

The Cabinet— 
(1) Agreed to defer	 action for the time being on the proposals 

comprised in C. (57) 57. 
(2) Invited the Chancellor of the Exchequer to consider in what 

respects these proposals might be further improved, and 
to bring them before the Cabinet again during the 
summer. 

6. The Prime Minister said that, in the light of their decision 
to defer action on increases in public service salaries, the Cabinet 
would wish to reconsider the tactics to be adopted in dealing with 
the claim by the doctors and dentists for an increase in remuneration. 

In discussion it was agreed that the Government must adhere to 
their decision to refer the main issue to a Royal Commission. It 
would, however, be possible to inform the representatives of the 
doctors and dentists that, while a final settlement of medical 
remuneration must await the recommendations of the Royal 
Commission, the Government were prepared to consider the 
possibility of some interim award. The Royal Commission would 
not be in any way concerned with an award of this kind, the 
determination and timing of which would rest solely with the 
Government. As an indication of their goodwill, however, the 
Government would grant forthwith an interim increase of 10 per cent, 
for junior hospital doctors. The grant of comparable awards to other 
members of the two professions would be considered in due course. 

On the basis of a statement of this kind it should be possible to 
defer granting an interim increase to the main body of doctors and 
dentists until nearer the time when it would be expedient to announce 
the proposed increases in public service salaries. On the other hand, 
this award should not be postponed too long or it might appear, when 
ultimately granted, to have been conceded to the pressure which 
would undoubtedly be organised by the two professions in the coming 
months. It might therefore be desirable to undertake that the result 
of the Governments consideration of an interim award for the main 
body of doctors and dentists would be announced before the Easter 
recess, i.e., in advance of the annual conference of the British Medical 
Association which was due to be held in April. 



Germany. 
(Previous 
Reference: 
C.C. (57) 2nd 
Conclusions, 
Minute 1.) 

Cyprus.

(Previous

Reference:

C.C. (57) 15th
Conclusions,
Minute 6.)

The Cabinet— 
Took note that the Prime Minister would arrange to inform 
the representatives of the doctors and dentists of the 
Governments intentions, as agreed in their discussion. 

7, The Cabinet had before them a memorandum by the Foreign 
Secretary (C. (57) 53) about the new Working Group which had 
been. constituted for the resumption of discussions on German 
reunification. 

The Foreign Secretary said that our representative on the 
Working Group should be guided by the following considerations: 

(a) Our aim should remain a reunified Germany in the North 
Atlantic Treaty Organisation. 

(b) No change should be made in the basis of our proposals on 
German reunification and European security. 

(ic). It would be possible to put forward certain amplifications 
of the proposals made at the last meeting of Foreign Ministers in 
Geneva which, while not altering their substance, would help to 
satisfy public opinion in Western Europe that we were doing our 
best to reach a settlement and that the responsibility for failure lay 
with the Soviet Government. 

(d) We should not propose a Conference with the Soviet Union 
about Germany at the present time, unless the Federal German 
Chancellor wished one to be held; and, if such a Conference were 
proposed by the Soviet Union, we should agree only if previous 
contacts through diplomatic channels had established that it offered 
some prospect of achieving positive progress. 

The Cabinet— 
Agreed that the United Kingdom representative on the 
Working Group on German Reunification should be guided 
by the considerations which the Foreign Secretary had 
outlined. 

 8. The Cabinet had before them a memorandum by the Foreign 
 Secretary (C. (57) 58) submitting alternative drafts of a communi

 cation to the Secretary-General of the North Atlantic Treaty 
 Organisation (NATO) about his proposal to initiate measures for 

 conciliation in the Cyprus dispute. The first draft assumed that, 
 instead of awaiting an approach by the Secretary-General, we should 

take the initiative in suggesting that he should take action under 
the appropriate N A T O resolution. The second draft was cast in 
the form of a reply to the invitation from the Secretary-General, on 
the assumption that we should be content to await his approach. 

The Colonial Secretary said that he would prefer that any 
attempt at conciliation by N A T O should be deferred in order to give 
time for the situation in Cyprus to be brought under more effective 
control. If, however, it was necessary to make some concession to 
the Secretary-General, there would be advantage, for domestic 
political reasons, in taking the initiative rather than in appearing to 
admit that we had no choice but to hand over to N A T O a problem 
which we could no longer solve ourselves. 

The Foreign Secretary said that, if we took the initative, we 
should be less well placed to make the process of conciliation subject 
to such conditions as we might find it necessary to stipulate. If, on 
the other hand, we accepted a proposal put forward by the Secretary-
General, we should merely be indicating that we were prepared to 
explore every reasonable opportunity of reaching a solution. We 
had already said, when the possibility of attempting conciliation had 
been mentioned at the recent meeting of the North Atlantic Council, 
that we were willing to take part in discussions of this nature, either 
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within NATO or elsewhere. There seemed no need therefore for us 
to take any further initiative. 

Discussion showed that the balance of opinion in the Cabinet 
favoured the view expressed by the Foreign Secretary. The question 
of procedure and timing might be further discussed with the 
Secretary-General on this basis, during the forthcoming visit of the 
Prime Minister and the Foreign Secretary to Paris. It would, 
however, be unwise to state, in any letter to the Secretary-General 
which might eventually be published, that we could give no 
undertaking that we should be prepared, either now or in the future, 
to submit the Cyprus question to arbitration. It would be sufficient 
to specify that any conciliation machinery which might be set up 
would be " confined to ," rather than " concerned with " procedures 
of enquiry, mediation and conciliation, and would not extend to 
arbitration. It was agreed that paragraph 2 (i) of the draft letters 
should be amended in this sense. 

The Cabinet— 
Invited the Prime Minister and the Foreign Secretary to be 
guided by the sense of their discussion in the forthcoming 
consultations with the Secretary-General of N A T O on the 
possibility of submitting the Cyprus problem to conciliation. 

South-West 9. The Cabinet resumed their discussion of the proposal that 
Africa consent should be given to the transfer of control over the South-
Company. West Africa Company (S.W.A.C.) from the United Kingdom to an 
(Previous American-controlled company, the Tsumeb Corporation, Ltd., and 
Reference: to the transfer of the domicile of S.W.A.C. for tax purposes, from the 
C C . (57) 14th United Kingdom to South Africa. 
Conclusions,  chancellor of the Exchequer said that the Tsumeb T h e

Minute 7.) Corporation were prepared to enter into an undertaking not to apply 
for consent to transfer the domicile of S.W.A.C. overseas for a number 
of years. The Economic Policy Committee had therefore concurred 
in his view that it would be contrary to our interests to refuse assent 
to a transaction which would to some extent relieve the United 
Kingdom of the burden of financing development in the sterling area. 
A refusal of consent would be interpreted as an indication that it was 
no longer our policy to encourage dollar investment in the 
Commonwealth. 

The Prime Minister said that he was not satisfied that the 
proposal would result in any additional dollar investment in the 
Commonwealth. The American company might confine themselves 
to reinvesting simply the current profits of operation. He feared, 
therefore, that there might be considerable public objection to the 
transaction. Much would depend, however, on the precise terms in 
which the various undertakings involved were expressed, particularly 
as regards the duration of the period during which the Tsumeb 
Corporation would undertake not to seek consent to the transfer 
of the domicile of S.W.A.C. The exchange of letters in which the 
Governments consent would be sought and given would need to be 
carefully examined from this point of view. 

The Cabinet— 
Invited the Chancellor of the Exchequer, in consultation 
with the President of the Board of Trade and the Minister 
of Power, to consider the terms in which the Governments 
consent to the proposed transfer of the controlling interest 
in the South-West Africa Company to the Tsumeb 
Corporation might be given, and to submit a draft exchange 
of letters to the Prime Minster for his consideration. 

Cabinet Office, S.W.1, 

7th March, 1957. 
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Remuneration 
of Doctors and 
Dentists. 
(Previous 
Reference: 
C.C. (57) 16th 
Conclusions, 
Minute 6.) 

Parliament. 

Defence Policy.
(Previous
Reference:
C.C. (57) 15th
Conclusions,
Minute 1.)

Naclear 
Weapons Tests. 
(Previous 
Reference: 
C M . (56) 74th 
Conclusions, 
Minute 6.) 

1. The Prime Minister informed the Cabinet that The Queen 
had been pleased to approve the appointment of Sir Harry Pilkington 
as Chairman of the proposed Royal Commission on the pay of 
doctors and dentists. He proposed to announce this appointment, 
and the names of the other members of the Royal Commission, in 
the House of Commons that afternoon. He also proposed to 
announce that the Government had decided, as an interim 
adjustment, to increase the pay of junior members of hospital staffs 
by 10 per cent, from 1st April, and were considering what 
corresponding interim adjustment would be justified in the pay of 
other doctors and dentists covered by the Commission^ terms of 
reference. A further announcement on this subject would be 
promised in due course. 

He had meanwhile explained to the representatives of the 
doctors and dentists that the adjustment in pay which the 
Government were considering for doctors and dentists not covered 
by the award to junior staffs would not be deferred to await any 
interim report by the Royal Commission. He hoped that, as a result, 
moderate counsels would now prevail and that the two professions 
would collaborate in the work of the Royal Commission. A further 
announcement might be made before the Easter recess, awarding 
an interim increase of possibly 5 per cent, to those doctors and 
dentists who would not benefit from the award to junior staffs. 

The Cabinet— 
Took note that the Prime Minister would make a statement 
in the House of Commons that afternoon, in the terms 
which he had outlined, on the pay of doctors and dentists. 

2. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

 3. The Prime Minister briefly informed the Cabinet of the 
 provisional conclusions on the future size, organisation and 

 equipment of the Armed Forces which had been reached by a 
 meeting of Ministers held at Chequers on 23rd and 24th February 

 and had subsequently been endorsed by the Defence Committee. 
 These conclusions would be reflected in the Statement on Defence, 

1957, which the Cabinet would shortly be asked to consider. 

The Cabinet— 

Took note of the Prime Ministers statement. 


4. The Foreign Secretary said that the more extreme elements 
of public opinion, both at home and abroad, appeared to be 
mobilising in opposition to the next nuclear weapons test which we 
were now planning. If this test was frustrated, the effect on our 
programme of research and development would be serious. It would 
therefore be desirable, not only to accelerate the test as much as 
possible, but also to make further improvements in the safety 
precautions to be observed and to give the Japanese Government 
sufficient information to allay their anxiety. It might also be 
necessary to adopt a rather more generous attitude as regards 
compensation for any loss or damage which could reasonably be 
attributed to the tests. 

The Cabinet agreed that the arrangements for conducting the 
next test of nuclear weapons should be reviewed as a matter of 
urgency. It would also be necessary to consider whether, as an 
additional means of allaying public disquiet, facilities should be 
accorded to representatives of the Press to witness the test. Care 



should be exercised, however, in committing ourselves to any general 
scheme of compensation. 

The Prime Minister said that he would invite one of his 
colleagues to carry out this review with the assistance of 
representatives of the Departments concerned. 

The Cabinet— 
Instructed the Secretary of the Cabinet to arrange for 
representatives of the Departments concerned to review, 
under the supervision of a Minister to be nominated by the 
Prime Minister, the arrangements for carrying out the next 
test of nuclear weapons. 

British Forces 5. The Foreign Secretary said that, in the discussions which 
in Europe. the Prime Minister and he had held in Paris, the attitude of French 
(Previous Ministers had been unsympathetic to our proposal to reduce the 
Reference: strength of our forces in Europe. Even if, with the goodwill of the 
C.C. (57) 15th Supreme Allied Commander, Europe, and the Secretary-General of 
Conclusions, the North Atlantic Treaty Organisation (NATO) the process of 
Minute 1.) consultation in N A T O was concluded in the next few days, the 

French Government would probably attempt to frustrate our 
proposal by tabling a resolution in the resumed discussions in the 
Western European Union (W.E.U.). We should make no concession 
in advance, in the hope that the other members of W.E.U. might be 
sufficiently well disposed to enable us to secure the consent of W.E.U. 
to our proposals without modification. It might, however, be 
necessary to offer, at some stage, to limit the scope of the present 
decision to the withdrawal planned for 1957-58 and to discuss 
afresh, later in the year, the extent of the withdrawal in 1958-59. 
This offer should, however, be held in reserve for the present. 

In discussion there was general agreement that, while we must 
adhere to our intention to reduce our forces in Europe, we should 
seek to present this decision in a way which would cause least 
embarrassment to the French Government who would shortly be 
faced with a critical debate in the National Assembly. Moreover, the 
Paris Agreements and the current plans for the closer association of 
this country with Europe in a Free Trade Area had given great 
encouragement to our friends throughout Europe, and a faulty 
presentation of the withdrawal of British forces might do serious 
damage to our relations with European countries generally. We 
should therefore spare no effort to avoid a vote against us in W.E.U., 
which would leave us no alternative to breaking the W.E.U. Treaty 
in order to give effect to our policy. 

The	 Cabinet— 
Invited the Foreign Secretary to instruct our representatives 
at N A T O and W.E.U. to be guided, in the debates about 
the reduction of our forces in Europe, by the considerations 
noted in their discussion. 

Congress for 6. The Foreign Secretary said that he had given further thought 
Rights and to the request by the Congress for Rights and Freedom in Russia for 
Freedom in permission to hold a meeting in this country. He proposed to inform 
Russia. the Congress that there was no legal barrier to international 
(Previous conferences being arranged in this country, provided that they 
Reference: involved no threat to the maintenance of law and order. Applications 
C.C. (57) 16th for visas from such persons as would need them in order to visit the 
Conclusions, United Kingdom would be considered on their merits and by 
Minute 3.) reference to the personal qualifications of the individuals concerned. 

The Cabinet— 
Took note, with approval, of this statement. 
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Jordan. 
(Previous 
Reference: 
C C . (57) 10th 
Conclusions, 
Minute 6.) 

Suez Canal. 
(Previous 
Reference: 
C C . (57) 14th 
Conclusions, 
Minute 3.) 

Israel. 

(Previous 
Reference: 
C C . (57) 15th 
Conclusions, 
Minute 2.) 

7 . The Foreign Secretary said that the negotiations for 
terminating the Anglo-Jordan Treaty would probably be concluded 
on the basis of an agreement whereby we would remove part of our 
stores but would hand over to the Jordan Government all fixed 
installations, transfer to them equipment which we lent them some 
years ago together with a quantity of ammunition, and cancel an 
outstanding debt of about £ 1 ^ millions. In addition, we should 
notionally pay to the Government of Jordan the February instalment 
of the subsidy under the Treaty, but should make no payment in, 
or after, March. The Jordan Government, for their part, would pay 
us million in May and thereafter £ \ million each half year for 
the next four years. In all, they would pay us an amount between 
£4 and £4^ millions. In the circumstances this represented the best 
settlement we could hope to achieve and might be regarded as a 
relatively cheap price for the termination of our obligations under 
the Treaty. 

The Cabinet— 

Took note, with approval, of this statement. 

8. The Foreign Secretary said that the Egyptian Government 
had so far made no reply to the letter from the Secretary-General of 
the United Nations outlining a possible basis for an interim 
administration of the Suez Canal. Meanwhile we were continuing 
our efforts to persuade the United States Government to indicate how 
far they were prepared, in the event of Egyptian recalcitrance, to bring 
financial pressure to bear on the Egyptian Government to secure a 
satisfactory settlement. 

The Minister of Transport said that there was some risk that the 
Egyptian Government would declare the Canal open before any 
interim agreement for its administration had been reached. British 
shipping interests would expect to be advised what policy they should 
then pursue, and it might be advisable to suggest to them that they 
should initially confine themselves to seeking assurances about 
navigational safety and the adequacy of the technical facilities along 
the Canal. They should not, however, be drawn into any discussion 
about the payment of Canal dues or a possible boycott of the Canal. 

The Prime Minister said that, while it might be possible to gain 
a little time in this way, the Cabinet would shortly need to take 
major decisions about our policy as regards use of the Suez Canal. 
For this purpose it would be helpful if Ministers could have a factual 
statement including the extent to which we relied upon the Canal, 
the amount likely to be involved in the payment of dues, and the 
degree of control over British ship-owners which the Government 
could exercise in the last resort. 

The Cabinet— 

Instructed the Secretary of the Cabinet to arrange, as a 
matter of urgency, for the preparation of a comprehensive 
factual memorandum about British use of the Suez Canal, 
on the lines indicated by the Prime Minister. 

9. The Foreign Secretary said that the Egyptian Government 
appeared to have decided to resume administration of the Gaza Strip. 
Cairo Radio had also announced that Egypt would continue to 
exercise belligerent rights in the Gulf of Aqaba. This could be 
interpreted as meaning that the Egyptian Government regarded 
themselves as still at war with Israel; and in that event Israel would 
be entitled to attempt to reoccupy the Gaza Strip by force. We 
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were seeking to obtain from the United States Government a clearer 
statement than they had so far vouchsafed in public about the action 
which they would be prepared to take in order to establish freedom 
of navigation through the Gulf of Aqaba. 

The Cabinet— 

Took note of this statement. 

10. The Minister of Labour said that the wages dispute between 
the British Transport Commission (B.T.C.) and the National Union 
of Railwaymen (N.U.R.) had been submitted to arbitration after the 
N.U.R. had rejected the B.T.C's offer of an increase of 3-1- per cent. 
There was some risk that the arbitration tribunal might award an 
increase of no more than 3 per cent., in which case the N.U.R. would 
undoubtedly reject the award and call a strike. 

In the shipbuilding industry the employers, in rejecting the claim 
for a wage increase of 10 per cent., were invoking the Governments 
policy of wage restraint, and the unions therefore regarded their 
threat of a strike as a direct challenge to the Government. They 
would probably give effect to this threat, and there was some risk 
that the strike would extend to other industries. Since the parties 
to the dispute had reached their respective attitudes after prolonged 
negotiation, the normal conciliation machinery of the Ministry of 
Labour could make no contribution towards a settlement. Equally, 
since the causes of the dispute were clear, the issue was not 
appropriate for examination by a court of inquiry. The only hope 
of a solution lay in referring the dispute to arbitration. Lord 
Evershed, if he would accept appointment, would be a wholly suitable 
arbitrator. But, even if the employers reluctantly acquiesced in this 
procedure, it was unlikely that the unions would accept it. In that 
case, a serious and protracted strike appeared to be unavoidable. 

The Cabinet then discussed the draft of a statement in which 
the Minister of Labour proposed to announce, that day, the reference 
of the dispute to an arbitrator. There was general agreement that the 
Government should stand firm on the policy outlined in that 
statement and should take no action which could be interpreted by 
the employers as implying that the need for wage restraint was any 
less than hitherto. It was essential that the Governments case 
should be presented clearly and convincingly to public opinion, which 
might be expected to support the simple proposition that, even if two 
parties could not agree on the settlement of a dispute, they should 
at least be prepared to accept the ruling of an impartial arbitrator. 
It was also important to emphasise that, although in the circum
stances of this particular dispute something other than the normal 
conciliation action of the Ministry of Labour was required, the 
facilities for conciliation remained at the disposal of the employers 
and the unions. 

In further discussion it was emphasised that, if the dispute 
developed into a general strike, its economic effects would be very 
damaging, particularly in terms of the impact on the balance of 
payments and on foreign confidence in sterling. The more moderate 
elements of opinion in the Trades Union Congress should, if possible, 
be enlisted in support of the Governments policy; and it would be 
helpful if the forthcoming award to the railwaymen was such as to 
diminish the risk of a strike on the railways as well. In the meantime 
the administrative machinery for dealing with situations of emergency 
should be brought into readiness. 



The Cabinet— 
(1) Invited the Minister of Labour to announce in the House of 

Commons that day, in terms of the draft statement as 
amended in discussion, the Governments intention to 
appoint an arbitrator in the wages dispute in the 
shipbuilding industry. 

(2) Invited the Home	 Secretary to arrange for an early meeting 
of the Emergencies Committee to consider what action 
might be needed if the present industrial disputes resulted 
in widespread strikes. 

11. The Cabinet had before them a memorandum by the 
Minister of Power (C. (57) 63) about pensions increases for pensioners 
of the gas and electricity industries who, before nationalisation, were 
employed by private companies. 

The Minister of Power said that, on nationalisation, both the gas 
and electricity industries had assumed responsibility for pensioners 
previously employed by municipal undertakings and private 
companies. The pensioners previously employed by the former, but 
not the latter, type of undertaking had been entitled to the benefits 
conferred by the various Pensions (Increase) Acts of recent years. It 
was difficult to defend such a distinction, and he was under pressure 
to extend the benefits of the most recent Pensions (Increase) Act of 
1956 to ex-company employees. The cost of doing so would amount 
to only £170,000 for the gas industry and £50,000 for the electricity 
industry. But pressure must then be expected for a corresponding 
improvement in the pensions of former employees of other industries 
which had been nationalised, particularly the railway services. 

The Minister of Transport said that, following the passage of 
earlier Pensions (Increase) Acts, the British Transport Commission 
had increased on an ex gratia basis the pensions of the salaried 
pensioners of the former railway companies who were excluded from 
the National Insurance Scheme. If the benefits of the Act of 1956 
were now extended to the ex-company pensioners of the gas and 
electricity industries, it would probably be necessary to make a 
further award, at the cost of an additional £650,000, to the salaried 
pensioners of the railways, and it would be difficult to resist the 
pressure which would then be exerted to secure an increase in the 
pensions of the retired wage-earning employees of these companies. 
The cost of a concession to this further claim would exceed £1 million, 
and in view of the present financial position of the Transport 
Commission it might be necessary for the Government to make the 
necessary regulations without the consent of the Commission. 

It was the general view of the Cabinet that it was no longer 
possible to differentiate between the claims of the two types of 
pensioners in the gas and electricity industries, even if this ultimately 
involved extending corresponding treatment to the salaried pensioners 
of the former railway companies. There was, however, no 
comparable justification for conferring on the wage-earning staffs of 
these companies the benefits of the Pensions (Increase) Acts. 

The Chancellor of the Exchequer said that he was in agreement 
with this view, although the expected pressure on behalf of the 
salaried pensioners of the former railway companies should be 
resisted for as long as possible. 
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The Cabinet— 

Agreed that the benefit of the Pensions (Increase) Act of 
1956 should be extended to the ex-company pensioners of 
the nationalised gas and electricity industries, and there
after, if necessary, to the salaried pensioners of the former 
railway companies. 

12. The Cabinet had before them a note, circulated by the 
Minister of Agriculture at the meeting, indicating the price changes 
which, in agreement with the Chancellor of the Exchequer, he had 
offered the farmers' unions. 

The Minister of Agriculture said that a settlement with the 
farmers appeared to be possible on the basis of this schedule of price 
changes, provided that the Government would concede, in addition, 
an increase of one farthing per gallon for milk. The total cost of the 
price review would, on this basis, be about £14£ millions, of which 
£12 millions would fall on the Exchequer and £2^ millions on the 
consumer. As a result, the price of milk would have to be maintained 
at Sd. a pint for rather longer during the summer than had originally 
been envisaged; but the additional farthing per gallon for milk was 
a concession which, however indefensible economically, was of 
political significance as a symbol of the Governmenfs concern for the 
interests of the small farmer. 

The Chancellor of the Exchequer said that a settlement on the 
basis suggested by the Minister of Agriculture would increase the cost 
of agricultural subsidies as a whole in 1957-58 by some £35 millions. 
Moreover, a concession of an extra farthing per gallon for milk would 
represent a retreat from the Government^ earlier decision on this 
point, for which no economic justification could be advanced. It 
would be indefensible to maintain the price of milk at Sd. per pint 
while, at the same time, giving further artificial stimulus to the 
production of milk. 

The Home Secretary said that it would be unwise to jeopardise 
the possibility of an agreed settlement with the farmers for the sake 
of an extra farthing per gallon of milk. Alternatively, however, some 
other form of additional assistance for the small farmer (e.g., an 
increase in the subsidy for oats or a subsidy for the production of 
silage) might preserve the new relation between the Government and 
the farmers and maintain the productive impetus in agriculture. 

Discussion showed that the Cabinet were reluctant to envisage 
an increase in the subsidy for milk and were initially disposed to 
favour a subsidy for the production of silage if a satisfactory 
settlement could be achieved on this basis and the administrative 
difficulties could be overcome. The balance of the considerations 
involved, however, required further examination. 

The Cabinet— 

Agreed to resume their discussion of this question later that 
day. 



THIS DOCUMENT IS THE PROPERTY OF H E R BRITANNIC MAJESTY'S GOVERNMENT 

Printed for the Cabinet. March 1957 

SECRET Copy N o . 

CC. (57) 
18th Conclusions 

CABINET 

CONCLUSIONS of a Meeting of the Cabinet held in the Prime Ministers Room, 
House of Commons, S.W. 1, on Tuesday, 12th March, 1957, at 5-30 p.m. 

Present: 
The Right Hon. HAROLD MACMILLAN, M.P., Prime Minister. 

The Most Hon. T H E MARQUESS OF The Right Hon. R. A. BUTLER, M.P., 
SALISBURY, Lord President of the Secretary of State for the Home 
Council. Department and Lord Privy Seal. 

The Right Hon. VISCOUNT KILMUIR, The Right Hon. SELWYN LLOYD, Q.C., 
Lord Chancellor. M.P., Secretary of State for Foreign 

Affairs. 
The Right Hon. PETER THORNEYCROFT, The Right Hon. ALAN LENNOX-BOYD, 

M.P., Chancellor of the Exchequer. M.P., Secretary of State for the 
Colonies. 

The Right Hon. JOHN MACLAY, M.P. , The Right Horn DUNCAN SANDYS, M.P., 
Secretary of State for Scotland. Minister of Defence.. . ; 

The Right Hon. D. HEATHCOAT AMORY, The Right Hon. IAIN MACLEOD, M.P., 
M.P. , Minister of Agriculture, Minister of Labour and National 
Fisheries and Food. Service. 

The Right Hon. VISCOUNT HAILSHAM, The Right Hon. LORD M I L L S , Minister 
Q.C., Minister of Education. of Power. 

The Right Hon. HAROLD WATKINSON, Dr. The Right Hon. CHARLES H I L L , 
M.P. , Minister of Transport and Civil M.P., Chancellor of the Duchy of 
Aviation. Lancaster. 

Also present: 


The Right Hon. EDWARD HEATH, M.P., 

Parliamentary Secretary, Treasury. 


Secretariat : 
Mr. B . ST. J . TREND. 

Mr. H. O . HOOPER. 

5 1 3 2 0 - 5 



CONTENTS 

Minute 
No.

1 Farm Price Review 
Subject 

2 Suez Canal 



Farm Price 
Review. 
(Previous 
Reference: 
C.C. (57) 17th 
Conclusions, 
Minute 12.) 

1. The Cabinet resumed their discussion of a possible basis for 
the settlement of the current review of farm prices. 

The Minister of Agriculture said that the proposed increase of a 
farthing a gallon in the guaranteed price for milk should be considered 
in relation to an increase in production costs which, after allowing 
for increased efficiency, amounted to about 2\d. per gallon. So far 
as Commonwealth producers were concerned, the deterrent effects 
of the rising cost of production in this country were more important 
than the proposed nominal increase in the subsidy. There were 
drawbacks to the alternative of a subsidy for silage production. The 
cost (which might be higher than the cost of the proposed increase in 
the milk subsidy) would fall directly on the Exchequer; the subsidy 
would be both expensive and difficult to administer; and it would 
do less than a milk subsidy to reassure the agricultural industry about 
the Governments concern for the interests of the small farmer. 

The Home Secretary said that it was important to reach, if 
possible, an agreed settlement with the farmers in order not to destroy 
the fresh sense of confidence created by the new system of long-term 
assurances. The existing milk subsidy was admittedly not altogether 
justified from a purely economic point of view; but it was difficult, 
at present wage levels, for farmers to make milk production pay, and 
a nominal increase of one farthing per gallon did not involve any 
vital question of principle. 

The Chancellor of the Exchequer said that, by encouraging 
excess production, the milk subsidy would provoke a downward 
tendency in the price of manufactured milk, and each fall of one 
penny in that price would cost the Exchequer £1,700,000. In these 
circumstances there was no justification for increasing the milk 
subsidy, and to do so at a time, when sacrifices were being demanded 
from other sections of the community would be interpreted as an 
unwarranted concession to pressure by the farmers and as a retreat 
from realism in agricultural policy. Moreover, if the subsidy was 
increased again this year it would be virtually impossible to resist 
demands for increases in subsequent years. It would be better to 
concede a settlement at a figure of £13 millions, instead of 
£12 millions, if the additional sum could be applied to a commodity, 
such as oats, whose production it was in the national interest to 
increase. 

Further discussion showed that, while the considerations were 
nicely balanced, the Cabinet continued to entertain misgivings about 
increasing, even nominally, the guaranteed price for milk. Even 
though costs might already be exerting a restraining effect on 
production, the risk that substantial quantities of milk might have to 
be disposed of as waste was a powerful argument against any further 
increase in the subsidy. Nor would it be feasible, without discour
aging consumption, to retain the retail price of milk at Sd. during the 
summer season. A further attempt should therefore be made to 
induce the farmers to accept a settlement which, while providing no 
increase in the subsidy for milk, would offer improved guarantees 
for oats or barley or some other commodity which it would be 
economically defensible to encourage. Since it was unlikely that the 
farmers' representatives would be willing to agree to a settlement at 
a total figure less than £15 millions, an alternative settlement of this 
kind, based on a figure of £13 millions, might well have to be 
imposed. 

The Cabinet— 
Invited the Minister of Agriculture to continue negotiations 
with the farmers' representatives on the basis agreed in their 
discussion, and to report the outcome to the Prime Minister 
for consideration in consultation with the Home Secretary, 
the Chancellor of the Exchequer and the Secretary of State 
for Scotland. 



Suez Canal. 
(Previous 
Reference : 
C C . (57) 7th 
Conclusions, 
Minute 6.) 

British 
Evacuees. 

Cabinet
13th

2. The Cabinet considered a memorandum by the Home 
Secretary (C. (57) 62) submitting proposals for the payment of 
re-settlement allowances to British subjects evacuated from Egypt. 

The Cabinet were in agreement with the scales of allowances 
proposed. These were primarily designed to meet the needs of those 
members of the Anglo / Egyptian community who would be unable 
to re-settle themselves in this country without financial assistance. 
It was important that, as a separate matter, urgent consideration 
should be given to the more substantial claims of those persons whose 
property and assets had been left behind in Egypt and had in some 
cases been sequestrated by the Egyptian Government. These persons, 
together with commercial firms who were similarly deprived of access 
to their Egyptian property, had been invited to submit to the Foreign 
Office particulars of their assets and claims in preparation for eventual 
negotiations with the Egyptian Government. Until such negotiations 
could be begun, there was some case for making advances, perhaps 
on a graduated basis, against established claims in this category. This 
could be justified on grounds of equity; and the considerable public 
disquiet on this subject would increase if action was unduly delayed. 
The position of the non-Governmental pensioners and British subjects 
formerly employed by the Egyptian Government but discharged in 
December 1951 should also be considered sympathetically. 

The Cabinet— 
Invited the Home Secretary to arrange, as a matter of 
urgency, for a Committee including representatives of the 
Home Office, Foreign Office, Treasury and Board of Trade 
to classify the various types of financial and commercial 
claim against Egypt and to consider the possibility of making 
suitable advances against established claims by private 
individuals in this category. 

 Office, S.W. 1, 
March, 1957. 
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3 C.C. 19 (57) 

1. The Cabinet resumed their discussion of the current review 
of farm prices. 

The Prime Minister said that the Cabinet must now choose 
between imposing a settlement at a figure of £13 millions, with no 
increase in the guaranteed price for milk, and reaching an agreed 
settlement at £14J millions which would concede an extra farthing 
a gallon for milk. Strong arguments could be advanced in favour 
of either course. An imposed settlement could be justified on 
grounds of principle, namely that a realistic agricultural policy should 
not provide further encouragement for the production of a 
commodity which was already in embarrassing surplus, and that a 
retreat from realism in agriculture would be taken as a sign of a 
weakening of the Governmenfs economic policy elsewhere, e.g., in 
credit restriction. In favour of an agreed settlement it could be 
argued that it was important, particularly in view of the forthcoming 
debates on the Agriculture Bill, to preserve the goodwill of the 
farmers, and that it would be unwise to sacrifice the advantages of 
agreement for the sake of a sum which was relatively trivial in itself 
and was considerably less than the cost increases in milk production 
which the farmers would be left to carry. He was himself inclined 
to the view that, if an agreed settlement on the basis which he had 
outlined was regarded by the Cabinet as not unreasonable on merits, 
the advantages to be derived from it should be welcomed. But if 
the Cabinet regarded this settlement as intrinsically unsound, it was 
doubtful whether it would be wise to pursue those advantages at the 
cost of a concession which could not strictly be defended from the 
economic point of view. 

In discussion it was urged that the Government would be 
judged largely by their success in reducing public expenditure and in 
providing further incentives for individual initiative and enterprise. 
Their difficulties in carrying out these tasks would be increased if, in 
concluding this price review, they made a concession which would be 
seen to be detrimental to the Exchequer, to our friends in the 
Commonwealth, and in the long run to the farmers themselves. It 
was true that the amount at stake was trivial, but it was for that 
reason all the more significant as a symbol of the Governmenfs 
determination to stand firm or their inability to resist pressure. The 
Government had hitherto acted with courage and resolution in their 
treatment of defence, the social services and credit policy. To 
concede to the farmers a price increase for the very commodity on 
which the farmers themselves knew that their case was unsound 
would be interpreted as evidence of weakness and inconsistency.^ 

On the other hand, the political implications of sacrificing the 
goodwill of the farmers and alienating a considerable section of the 
Governmenfs supporters for the sake of so nominal a sum should 
not be under-rated. If the Government had intended to make no 
concession at all to the farmers, it would have been wiser to impose 
a settlement at the original minimum figure of £8 millions. But during 
the negotiations the Government had already raised their offer to 
£13 millions, and it would now be inexpedient to lose the advantages 
of an agreed settlement for the sake of a further £1^ millions. The 
risk of alienating the Governmenfs own supporters was particularly 
serious at the moment when, in view of the risk of industrial unrest, 
it was essential to maintain the maximum degree of unity throughout 
the country. Moreover, a settlement at £14^ millions would not be 
indefensible on merits. The additional farthing for the guaranteed 
price of milk should be seen in relation to an increase of 2\d. a gallon 
in the costs of milk production. A very considerable part of these 
additional costs would, therefore, be left with the producers 
themselves, of whom 125,000 were small farmers. To make a 
minimal concession to the small farmer as part of a settlement 
which, in its totality, could fairly be represented as severe, would 
not be inconsistent with the Governmenfs declared policy of 
providing incentives for individual enterprise. It would be desirable, 
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however, that the forthcoming White Paper should emphasise that, 
in contributing only a farthing towards cost increases of 2\d. in milk 
production, the Government were concerned to emphasise that 
agricultural subsidies should be increasingly directed to the support 
of those commodities which it was in the national interest to 
encourage. -

The Chancellor of the Exchequer said that, in the light of the 
discussion, he was reluctantly prepared to agree to a settlement of 
£ 14 \ millions, including an increase of a farthing in the guaranteed 
price for milk. But it should be made clear to the farmers that they 
must accept or reject this settlement as a whole, and that the 
Government would not in any circumstances agree to any further 
adjustment of its details. It was also desirable that the procedure 
whereby the annual review was carried out should now be 
re-examined by an inter-departmental committee, the Chairman of 
which should be provided by a Department other than the Treasury 
or the Ministry of Agriculture. This examination should be put in 
hand well in advance of next year's annual review. 

The Cabinet—
(1) Authorised	 the Minister of Agriculture to conclude the 

negotiations with the representatives of the farmers on 
the basis of an offer of £14£ millions (including an increase 
of a farthing in the guaranteed price for milk) and on the 
clear understanding that the Government were not 
prepared, in any circumstances, to make any further 
adjustment in the details of this settlement. 

(2) Invited	 the Minister of Agriculture to arrange that the 
forthcoming White Paper on the Price Review should 
emphasise the Governments concern that agricultural 
subsidies should be increasingly directed to the support of 

. those	 commodities which it was in the national interest 
to encourage. 

(3) Took	 note that the Prime Minister would arrange for the 
procedure of the Annual Farm Price Review to be 
re-examined by an Inter-Departmental Committee. 

2. The Minister of Labour said that the Governments proposal 
to appoint an arbitrator in the wages dispute in the shipbuilding 
industry had been well received by public opinion. The more extreme 
elements in the unions concerned remained, however, opposed to 
arbitration and had indicated that they might seek to extend strike 
action beyond the shipbuilding industry, if this proved necessary 
to enforce their claim. The employers would probably accept 
arbitration, though with considerable reluctance. 

In these circumstances there would be no advantage in asking 
the arbitrator to proceed to make an award: public opinion was 
unlikely to support a decision reached without evidence from the 
unions. It might, however, be expedient to offer the services of the 
arbitrator to the engineering industry. If the engineering unions 
could be persuaded to accept arbitration, the award might be of 
use in securing a settlement of the shipbuilding dispute. 

The Government should adhere to their view that arbitration 
offered the best hope of a settlement, and that view should be restated 
firmly in answer to a Private Notice Question that day. The situation 
was liable, however, to be complicated by the result of the arbitration 
in the railways dispute, which would be made known early in the 
following week. It now seemed likely that the arbitrator would award 
a wage increase of only 3 per cent, and there was little doubt that 
the National Union of Railwaymen would reject this award. The 
British Transport Commission might be willing to renew their earlier 
offer of an increase of 3\ per cent. This seemed to be the minimum 
concession required to avoid a railway strike. 



In discussion it was emphasised that widespread industrial 
disputes would have serious effects on the national economy and on 
confidence in sterling. For this reason it was arguable that the 
employers in the shipbuilding and engineering industries were 
following too uncompromising a policy and that they should be ready 
to concede the modest increase in wages which was likely to be 
awarded if the dispute went to arbitration. On the other hand it 
was argued that, sooner or later, a firm stand would have to be 
taken on a wages demand, and the employers in these industries 
had decided that this was the right time to make that stand. 
Although their representatives would probably accept the principle 
of arbitration, it was doubtful whether they could be persuaded to 
take the further step of offering now a specific figure, however modest, 
for an increase in wages. They might, however, feel able to 
undertake, in accepting the principle of arbitration, to give effect to 
the award of the arbitrator; and a statement to this effect might make 
some contribution towards easing the tension in the dispute. It 
would, however, be necessary to consider their probable reaction 
if the Transport Commission offered a wage increase higher than 
that awarded at arbitration, and this aspect of the inter-connection 
between the disputes in the two groups of industries would need 
to be handled with particular care. 

The Cabinet— 
Agreed to resume their discussion at a later meeting. 

Cabinet Office, S.W. 1, 
14th March, 1957. 



T H I S D O C U M E N T I S T H E P R O P E R T Y O F H E R B R I T A N N I C M A J E S T V S G O V E R N M E N T ' 

Printed for the Cabinet. March 1957 

SECRET Copy No . 
C.C. (57) 
20th Conclusions 

CABINET 

Conclusions of a Meeting of the Cabinet held in the Prime Ministers Room, 
House of Commons, S.W.1, on Thursday, 14th March, 1957, at 4-45 p.m. 

Present: 
The Right Hon. HAROLD MACMILLAN, M.P., Prime Minister. 

The Most Hon. The MARQUESS OF The Right Hon. R. A. BUTLER, M.P., 
SALISBURY, Lord President of the Secretary of State for the Home 
Council. Department and Lord Privy Seal. 

The Right Hon. VISCOUNT KILMUIR, The Right Hon. SELWYN LLOYD, Q.C., 
Lord Chancellor. M.P., Secretary of State for Foreign 

Affairs. 
The Right Hon. PETER THORNEYCROFT, The Right Hon. ALAN LENNOX-BOYD, 

M.P., Chancellor of the Exchequer. M.P., Secretary of State for the 
Colonies. 

The Right Hon. JOHN MACLAY, M.P., The Right Hon. DUNCAN SANDYS, M.P., 
Secretary of State for Scotland. Minister of Defence. 

The Right Hon. SIR DAVID ECCLES, The Right Hon. D . HEATHCOAT AMORY, 
M.P., President of the Board of Trade. M.P., Minister of Agriculture, 

Fisheries and Food. 
The Right Hon. IAIN MACLEOD, M.P., The Right Hon. VISCOUNT HAILSHAM, 

Minister of Labour and National Q.C., Minister of Education. Service. 
The Right Hon. LORD M I L L S , Minister The Right Hon. HAROLD WATKINSON, 

of Power. M.P., Minister of Transport and Civil 
Aviation. 

Dr. The Right Hon. CHARLES HILL, M.P., 

Chancellor of the Duchy of Lancaster. 


Also Present: 


The Right Hon. EDWARD HEATH, M.P., 

Parliamentary Secretary, Treasury. 


Secretariat : 
Mr. B . ST. J. TREND. 
Mr. H. O. HOOPER. 



CONTENTS 

Minute 
No. Subject 

1 Oil Supplies and Prices 

2 Credit Trading Bill 

3 Legislative Programme, 1956-57 

4 Cotton 
Imports. 

5 Public Service ... 
Salaries. 

6 Economic Survey, 1957 

7 Security of Cabinet Proceedings 

8 Industrial Relations 



Oil Supplies 
and Prices. 
(Previous 
References: 
CM. (56) 95th 
Conclusions, 
Minute 2, and 
C.C. (57) 13th 
Conclusions, 
Minute 10.) 

Credit Trading.

1.; The Cabinet had before them memoranda by the Minister of 
Power (C. (57.) 66 and 67) recommending that further relaxations 
should be authorised in the rationing of oil products, and that consent 
should be given to marginal increases in the prices of these products. 

The Minister of Power said that the prospects for oil supplies 
had been materially improved by the re-opening of the Syrian pipe
line. Restrictions on the consumption of gas/diesel oil could now 
be withdrawn, on the understanding that, unless consumers exercised 
all possible economies, it might prove necessary to prescribe a measure 
of under-delivery by the Companies. The rationing of fuel oil and 
petrol could not be completely terminated until supplies more nearly 
approached normal ; but a more generous allocation of fuel oil for 
space-heating could be permitted and the basic ration of petrol could 
be increased by 50 per cent, for the second rationing period, with a 
correspondingly generous treatment of applications for supplementary 
allocations^ 

Some increase in the prices of oil products was now unavoidable, 
as a result of a further rise in costs. The oil companies had 
voluntarily undertaken to submit their proposals to the Government 
for approval, although they were under no obligation to do so. An 
examination of the evidence submitted by the companies suggested 
that the retail price of petrol should be raised by Id. a gallon, with 
proportionate increases in the prices of other oil products. 

In discussion it was agreed that the prospects for oil supplies 
were not yet sufficiently secure to justify bringing all rationing to an 
end. On the other hand, there might be some advantage in 
announcing forthwith that restrictions on the use of gas/diesel oil 
would be removed, since, the prospect of more generous supplies of 
fuel for the road transport industry might help to reduce the risk 
of a strike on the railways. 

As soon as the de-rationing of gas/diesel oil had been announced, 
the Government would be pressed to honour their undertaking to 
remove the temporary additional duty which had been imposed in 
the previous autumn. It would, however, be impracticable to remove 
the extra, duty on one of the oil products in isolation, and the 
Government were under no legal obligation to reduce the duty to its 
previous level until a month after the rationing of all oil products 
had ended. In the meantime, there was no alternative to consenting 
to a further marginal increase in the commercial prices of these 
products. The proposed increase of \d. in the retailers' margin, 
however, was doubtfully justified, and consideration should be given 
to the possibility of pressing the oil companies to effect a significant 
reduction in this margin when petrol was eventually de-rationed. 

The Cabinet— 
(1) Approved the proposals in C. (57) 66 and 67. 

- (2) Authorised the Minister of Power to arrange for a statement 
on oil supplies and prices, in the terms of the draft which 
he had circulated at the meeting, to be made in Parlia
ment on 18th March. 

 2. The Cabinet had before them a memorandum by the Lord 
Chancellor (C. (57) 52) about the introduction of the Credit Trading 
Bill in the current Session. 

The Chancellor of the Exchequer said that the banks supported 
the proposals in Part I I of the Bill, partly in order to secure some 
regulation of the competition which they faced from the hire
purchase finance companies and partly in order to provide protection 



for persons placing money on deposit with those companies. The 
Bill was, however, a complex and difficult measure which would 
arouse considerable opposition; and it should not be impossible to 
devise, in consultation with the interests concerned, some simpler 
solution to the problem. If Part II of the Bill was abandoned, there 
would be no justification for proceeding in the current session with 
a more limited Bill, based only on Part I of the present draft, and 
designed merely to provide permanent powers to control hire
purchase trading. 

The President of the Board of Trade said that he concurred in 
this view. The introduction of legislation to prescribe liquidity 
ratios for the hire-purchase finance companies could be misrepre
sented as an attempt to impose restrictions on companies whose 
activities were of benefit mainly to the poorer members of the 
community. Moreover, the Bill was neither suitable nor necessary 
as a reinforcement of the Governments disinflationary policy. 

In discussion it was agreed that the Bill should not be intro
duced in the current Session. The problem of the liquidity ratios of 
the hire-purchase finance companies might be further considered in 
the context of any wider examination of the mechanism of the credit 
system in general which it might prove desirable to undertake; and 
the enactment of permanent legislation to control hire-purchase 
trading should be deferred until the following Session when it should 
be considered in conjunction with other legislation designed to 
replace the Defence Regulations. 

The Cabinet— 
(1) Agreed	 that the Credit Trading Bill should not be intro

duced in the current Session. 
(2) Invited	 the Chancellor of the Exchequer to give further 

consideration to the extent to which its provisions should 
form the subject of legislation in the following Session. 

Legislative
Programme,
1956-57.
(Previous
Reference:
C M . (56) 72nd
Conclusions,

 3. The Home Secretary said that, in view of the decision that 
 the Credit Trading Bill should not be introduced in the current 

 session, it should be possible to allow a recess of two weeks at 
 Whitsun and to complete the legislative programme with only a 

 short meeting of Parliament in the autumn. This was on the 
 assumption that it would not now be practicable to proceed in this 

 session with a Bill to reform the House of Lords, and that constitu-
Minute 4.) tional legislation on Malta and Malaya could be deferred until the 

next session. On the other hand, it should be possible to enact 
the Geneva Conventions Bill in the current session, if drafting could 
be expedited. The drafting of the National Health Service Bill should 
also be completed as a matter of urgency. He would shortly submit 
separate proposals about the future course of the Shops Bill. 

In discussion the following points were made : — 
(a) The Colonial Secretary said that, since it seemed likely that 

the report of the Reid Commission would prove acceptable in the 
Federation of Malaya, it would be out of the question to defer until 
the following session the constitutional legislation about the 
Federation. It was less certain whether it would prove possible to 
enact the proposed Malta Bill in the current session; but, if agree
ment was reached with Maltese Ministers in the near future, the 
enactment of this Bill also would be a matter of urgency. 

(b) The Lord President said that, although the discussions which, 
in consultation with the Lord Chancellor, he had been holding with 



the independent Unionist Peers had resulted in a satisfactory 
measure of agreement, it now seemed less likely that legislation for 
the reform of the House of Lords would be possible in the current 
session. If, however, the Governmenfs proposals were made 
public and debated in July, the Bill could be introduced early in the 
next session. In the light of the growing pressure of public opinion, 
the Geneva Conventions Bill, which would be suitable for intro
duction in the House of Lords, should be enacted in the current 
session if possible. 

The C a b i n e t 
(1) Took note of these statements. 
(2)	 Invited the Minister of Health to arrange for the drafting of 

the National Health Service Bill to be expedited. 

4. The Cabinet had before them a note by the Secretary of 
the Cabinet (C. (57) 61) covering a memorandum about imports of 
cotton textiles from India, Pakistan and Hong Kong. 

The Chancellor of the Exchequer said that the growth of 
imports of manufactured goods from Asian Commonwealth 
countries presented an increasingly serious problem. The Lanca
shire cotton industry had been advised to attempt to negotiate with 
the industries in the countries concerned agreements for the 
voluntary restriction of exports of cotton textiles from those 
countries. The negotiations with the Indian industry had had an 
unexpected measure of success; but the Indian agreement was con
ditional not only on similar agreement by Pakistan and Hong Kong, 
which had not yet been obtained, but also on a control in this 
country of the limitation on the exports from the countries involved. 
It was suggested that Her Majesty's Government should undertake 
this control, but it was a matter for serious consideration whether 
the Government would be justified in introducing quota restrictions, 
if requested to do so, as a means of giving effect to voluntary agree
ments of this kind. 

The President of the Board of Trade said that the represen
tatives of Lancashire industry were prepared, for the moment, to 
pursue negotiations with Pakistan and Hong Kong without any 
explicit assurance on this point. If, however, agreement was 
reached between the industries themselves, the Government would 
then need to decide whether they would operate the administrative 
machinery available to them in support of such an agreement. The 
decision would be a difficult one ; but the Government might forfeit 
the confidence of the cotton industry if they were not prepared to 
act in support of a successful initiative by the industry which the 
Government had originally prompted. 

The Colonial Secretary said that the imposition of quota 
restrictions in support of such agreements would have far-reaching 
and unacceptable repercussions. It would not be possible to 
confine such restrictions to cotton piece-goods, and it would prove 
necessary to extend them, under pressure, to other finished manu
factures, which represented a much more serious problem. More
over, other Commonwealth countries were already anxious to 
impose restrictions on imports of Asian manufactured goods and, if 
we set an example in this respect, the effects on the economy and the 
internal security of Hong Kong could be serious. Finally, the 
imposition of import restrictions on Commonwealth manufacturers 
would appear singularly inapposite at a moment when we were 
engaged in the negotiation of a free trade area in Europe. In 
discussion it was suggested that a decision should be deferred until 



the result of the negotiations between the Lancashire industry and 
the industries in Pakistan and Hong Kong were known. In the 
meantime the possible courses Of action open to the Government 
should be further examined. 

The Cabinet—' 
(1) Took	 note of C. (57) 61 and of the points made in their 

discussion. 
(2) Invited	 the Chancellor of the Exchequer to arrange for 

further examination of the possible courses of action 
which would be open to the Government in the event of 
agreement being reached between the cotton industry in 
Lancashire and the industries in Pakistan and Hong 
Kong for the voluntary restriction of exports of cotton 
piece-goods from those countries. 

5. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (57) 68) about salary increases for 
university professors, the lower judiciary and the Comptroller and 
Auditor-General. 

The Chancellor of the Exchequer said that, with the agreement 
of the Prime Minister and in order to enable the universities to make 
arrangements in good time for the next academic year, he had 
already announced an increase in the salary of university professors, 
to take effect from 1st August. The increases for the lower judiciary 
and the Comptroller and Auditor-General should not now be further 
delayed and it was desirable that the Government should announce 
forthwith their intention to introduce Bills dealing with these 
salaries. 

In discussion some doubt was expressed about the timing of this 
legislation, and it was suggested that any announcement of the 
Governments intentions should be deferred until the next interim 
award to the doctors and dentists had been granted and it was 
possible to assess more clearly the possibility of industrial unrest 
resulting from outstanding wage claims. It would not be possible 
to give priority to the lower judiciary, whose claims were admittedly 
strong, or to grant an immediate increase to sheriffs-substitutes in 
Scotland, in spite of the fact that legislation would not be needed 
in their case. Further consideration of public service salaries, 
including those of Ministers and Members of Parliament, should 
therefore be deferred for the time being. 

The C a b i n e t -
Agreed to resume their discussion of improvements in 
public service salaries at a later date. 

6. The Cabinet had before them a note by the Chancellor of 
the Exchequer (C. (57) 65) covering a draft of the Economic Survey, 
1957. 

The Prime Minister said that he felt some doubt about the 
wisdom of including paragraphs 72 to 82 which discussed the 
position of the United Kingdom as an international banker. These 
paragraphs would not necessarily make much impression on public 
opinion at home; and it was arguable whether foreign confidence 
in sterling would be increased by this detailed analysis of our 
monetary assets and liabilities. The paragraphs should be recon
sidered from this point of view. 



In further discussion it was suggested that paragraphs 93 and 
94 should be revised in the light of the latest information about the 
reopening of the Suez Canal and the Iraq Petroleum Company's 
pipeline. 

The Cabinet— 
(1) Invited the	 Chancellor of the Exchequer to reconsider the 

text of the Economic Survey in the light of the points 
made in their discussion. 

(2) Authorised the Chancellor	 of the Exchequer to arrange for 
the publication of the Economic Survey as amended. 

Security of 7 . The Prime Minister said that on several recent occasions 
Cabinet there had been unauthorised disclosure of Cabinet decisions in the 
Proceedings. Press. He was concerned at this apparent leakage of

information. He asked all Ministers to take steps
further unauthorised disclosure of Cabinet proceedings. 

 confidential 
 to prevent 

The Cabinet— 
Took note of this statement. 

Industrial 8. The Prime Minister suggested that there might be some 
Relations. advantage if the shipbuilding employers caused it to be known that, 
(Previous while they were not prepared to enter into negotiations about any 
Reference: further wage increase at so short an interval after the last substantial 
C.C. (57) 19th increase, they were ready to refer the present dispute to arbitration 
Conclusions, and to accept the arbitrator^ award and that, in taking this course, 
Minute 2.) they were aware that arbitration tribunals had recently tended to 

grant wage increases of the order of 3 to 4 per cent. A statement of 
this kind, while not compromising the stand which the employers 
had hitherto taken, would indicate to the public that their attitude 
was not merely negative. 

The Minister of Labour said that the employers would not 
agree to make a statement of this kind. They had originally agreed 
to accept arbitration provided that the strike notices were withdrawn 
and that the terms of reference for the arbitrator were agreed 
between the parties to the dispute. They had now withdrawn the 
latter stipulation and had agreed not merely to accept arbitration 
but also to give effect to the arbi t ra tors award. It would be 
unreasonable to expect them to advance beyond this position so 
long as the unions maintained their present uncompromising 
attitude. Representatives of the unions were to meet the Chief 
Industrial Commissioner on the following day; but there was as yet 
no sign that they were prepared to adopt a more conciliatory policy. 

The Cabinet— 
Took note of these statements. 

Cabinet Office, S.W.1, 
15th March, 1957. 
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Cyprus. 
(Previous 
Reference : 
C.C. (57) 16th 
Conclusions, 
Minute 8.) 

1. The Cabinet had before them a note by the Colonial 
Secretary (C. (57) 71) to which was annexed the draft of a statement, 
prepared at a meeting of Ministers held by the Prime Minister on 
15th March, in which the Government would announce their 
intention: — 

(i) To accept in principle the offer by the Secretary-General of 
the North Atlantic Treaty Organisation (NATO) to use his good 
offices in the search for an acceptable solution of the differences which 
existed between the Governments of Greece, Turkey and the United 
Kingdom about Cyprus. 

(ii) To summon, at an early date, a conference in London of the 
leaders of the various Cypriot communities in order to make further 
progress towards the introduction of internal self-government in 
Cyprus on the lines of Lord Radcliffe's recommendations. 

(iii) To inform Archbishop Makarios that the leader of E O K A 
had stated in a recent leaflet that his organisation would suspend its 
operations as soon as the Archbishop was released; that the 
Government assumed that in this new situation he would be willing 
publicly to recommend the cessation of terrorist activity; that, in that 
event, they would be ready to bring to an end his detention in the 
Seychelles and would raise no objection to his taking his place as a 
member of the conference to be held in London; but that they must 
reserve to themselves the decision on the appropriate time when it 
would be possible to allow him to return to Cyprus. 

The Foreign Secretary said that the Turkish Government, who 
had been informed of our intention to make an announcement on 
these lines, had expressed strong objections on grounds both of 
procedure and of substance. On procedure they felt that, in view 
of the short notice which we had given them, we were merely 
notifying rather than consulting them. On substance, they could see 
no advantage in our attempt to separate the internal from the 
international aspects of the Cyprus problem. The latter should, they 
felt, be pursued in the light of the United Nations resolution calling 
for negotiations between the three Governments concerned. The 
handling of the internal aspect of the problem should, in their view, 
be determined by the fact that the Government of Cyprus were now 
making steady progress in the suppression of terrorism and that it 
would be a sign of weakness to embark on any further discussions 
with the leaders of the Greek community in Cyprus or with 
Archbishop Makarios until terrorism had been finally eradicated. 

In discussion there was general agreement that the offer of the 
Secretary-General of N A T O should be accepted, and that the Turkish 
Government should be informed that we saw, and hoped they would 
see, advantages in pursuing the international aspects of the Cyprus 
problem through N A T O rather than the United Nations. 

It was recognised that it was unlikely that the Secretary-General 
would succeed in his attempt to devise, by means of the conciliation 
procedure, a solution acceptable to the three Governments involved. 
But this attempt might throw further light on the possibility of 
a partition of the Island, and a more detailed examination of the 
advantages and disadvantages of partition from our point of view 
should therefore be put in hand as a matter of urgency. In the mean
time, however, we should not allow ourselves to be put into a position 
in which, while opinion in N A T O might be moving towards partition, 
we ourselves should simultaneously be envisaging, in our response 
to the E O K A leaflet, discussions with the leaders of the Cypriot 
communities directed towards further constitutional advance within 
the Island as a single political entity. It might, therefore, be wise 
to temporize in our treatment of the E O K A leaflet and to wait until 
we could judge what results the N A T O conciliation procedure was 
likely to achieve before reaching a decision about the future internal 
administration of Cyprus. 
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Statement on 
Defence, 1957. 
(Previous 
Reference: 
C C . (57) 17th 
Conclusions, 
Minute 3.) 

On the other hand, it would be unwise to allow our policy for 
Cyprus to be determined by NATO. We could not afford to ignore 
the probable effect on public opinion, both at home and abroad, if 
we made no response to the E O K A leaflet. There would, however, 
be advantage in omitting from the proposed announcement any 
reference to our intention to hold discussions on further constitutional 
advance with the leaders of the Cypriot community and in 
emphasising that we were concerned less with the future of 
Archbishop Makarios than with the effective surrender of the present 
leaders of E O K A in Cyprus itself. For this purpose the statement 
should be amended to make it clear that, if terrorism ceased forthwith, 
we should be prepared to allow the leader of E O K A and his principal 
supporters to leave the Island under a safe conduct, and that, if the 
Archbishop would publicly associate himself with the cessation of 
terrorism, he would be released from the Seychelles, although the 
timing of his return to Cyprus would be a matter for subsequent 
consideration. At the same time, while remaining on guard against 
renewed outbreaks of violence in Cyprus, we should refrain from 
launching any major offensive against the terrorists. 

The exact wording of such a statement would, however, need 
careful consideration, having regard to its probable effect on opinion 
among the Governments own supporters, the troops in Cyprus, and 
the Turkish Government. 

The Cabinet— 
(1) Invited	 the Minister of Defence to arrange for a 

re-examination of the future value of Cyprus as a British 
military base and of the implications, from this point of 
view, of a partition of the Island. 

(2) Invited	 the Colonial Secretary to revise the draft 
announcement on the lines agreed in their discussion, 
and to circulate it for further consideration by the 
Colonial Policy Committee at a meeting on the following 

r — - - . , d a y 
\ (3) Invited the Foreign Secretary to instruct Her—Majesty H- ^ 
\	 Ambassador at Ankara to inform the Turkish Government 

that we had reconsidered our policy in the light of their 
\	 representations and were now contemplating a statement 

on the lines of the revised draft indicated at Conclusion (2) 
V above. ..... 

*2. The Cabinet had before them a note by the Minister of 
Defence (C. (57) 69) covering a draft of a White Paper giving an 
outline of future defence policy. 

The Prime Minister said that the White Paper was designed to 
set out in greater detail the new defence policy which he had already 
outlined to the Cabinet. It was important that this policy should not 
be presented in such a way as to reflect unfavourably on the record 
of Conservative Governments since 1952 or to alarm our allies in 
Western European Union (W.E.U.), to whom the progressive 
elimination of National Service would come as a surprise. The 
opening section of the White Paper should therefore be replaced by 
a longer introduction which would make it clear that the objective 
of our defence policy remained, as it had always been, the 
maintenance of compact and efficient fighting Services, but that the 
methods by which we should best attain this objective required radical 
reappraisal in the light of current strategic considerations. 

The Minister of Defence briefly reviewed the main provisions of 
the White Paper, emphasising that, if the Services were to be manned 
in future by regular recruits, conditions of service would need to be 



substantially improved in certain respects, and some additional 
expenditure on this account would be inevitable. It would also be 
desirable to indicate in the White Paper the date by which we hoped 
to complete the elimination of National Service. 

In the course of a general discussion the; Cabinet reaffirmed 
their approval of the broad lines of the new defence policy. Its 
presentation would need careful consideration, however, and in this 
connection the following points were made : — 

(a) The White Paper reflected a fundamental revolution in our 
defence policy, which might have far-reaching effects on our influence 
in world affairs and on our ability to maintain our position in the 
more remote Colonial territories such as Hong Kong. 

(b) The impact of our proposals on the North Atlantic Treaty 
Organisation (NATO) might be unfortunate. N A T O was the central 
pivot of our system of defence as a whole, and we should therefore 
seek by consultation to convince the other member countries of 
the advantages of our new policy. We should oppose any suggestion 
that the proposed reduction in our naval forces would warrant the 
transfer of certain N A T O naval Commands to other countries. 

(c) A reduction in military establishments on the scale indicated 
in the White Paper would give rise to considerable problems in the 
Services themselves, particularly in those branches which were 
manned predominantly by technical personnel recruited by National 
Service. The effect of the new policy on industry, particularly from 
the point of view of the unemployment which might result from the 
cancellation of contracts, would also need to be carefully reviewed 
from time to time. 

(d) It was for consideration how far our allies in W.E.U. should 
be informed in advance about our intention to bring National Service 
to an end. Provided that we made an adequate contribution to the 
defence of Europe, the decision on the means by which we recruited 
the necessary forces lay with us and not with the other member 
countries of W.E.U. Nevertheless it would be advisable to give 
them some indication of our intentions shortly before the White 
Paper was published. 

(e) The announcement of the withdrawal of two Territorial Army 
divisions as reinforcements for N A T O would not be very opportune 
at the present moment. The extent to which Territorial Army 
formations should be available for emergency service overseas should 
perhaps be reconsidered in the light of experience during the Anglo-
French operation against Egypt. 

(/) The reference to Cyprus should be carefully considered in 
the light of the current discussions about future policy for the Island. 

(g) The White Paper should include a reference to the need for 
close collaboration with the other Members of the Commonwealth 
in the development of our defence policy. 

(h) The proposed reduction of our forces in the Far East would 
make it more difficult for us to discharge, in respect of bur Colonies 
in that area, the responsibilities for their defence which we should 
retain even when they had attained a large measure of self
government. 

(/) The treatment of civil defence in the White Paper would need 
further consideration, particularly in the light of the statement that 
the great cities could not at present be protected against nuclear 
attack. 

(/') It was unlikely that all the transport aircraft needed for the 
Central Reserve could be provided by Transport Command; and the 
relevant passage in the White Paper might be amended to leave more 
scope for the contribution which could be made by air charter 
companies. 

The C a b i n e t 
(1) Approved the	 general principles of the new defence policy 

outlined in the draft White Paper annexed to C. (57) 69. 



(2)	 Invited the Minister of Defence to prepare a revised draft of 
the White Paper in the light of the points made in the 
Cabinefs discussion and of other comments which 
Ministers might communicate to him, and to circulate the 
revised text for their consideration at a later meeting. 

(3) Agreed	 that publication of the White Paper should be 
deferred until not later than 5th April. 

Uradinstaal 3. The Minister of Labour informed the Cabinet of the most 
Relations. recent developments in connection with the disputes in the ship
(Previous building and engineering industries and in the railways. In his view, 
Reference: the Governmenfs aim must be to prevent these three separate 
C.C. (57) 20th disputes from merging into a common struggle waged in the three 
Conclusions, industries simultaneously, with the risk that the dispute would then 
Minute 8.) spread to other industries. The immediate objective should therefore 

be to isolate the dispute in the railways and to seek to secure a 
settlement there. The Railway Wages Tribunal, as arbitrators, were 
due to announce their award on 20th March and arrangements should 
be made for the Chairman of the British Transport Commission and 
the union leaders to meet immediately thereafter. 

The shipbuilding employees were showing little enthusiasm for 
the strike, and there was some reason to hope that after a time it 
would be possible to bring the two sides together. 

The engineering employers had rejected the union's wage claim
before it had been tabled and the unions were known to be opposed 
to arbitration. While efforts would be made to bring the parties 
together, it must remain to be seen, in these circumstances, whether 
and when these efforts would be successful. 

The C a b i n e t -
Took note of this statement. 

The Cabinet. 4. The Prime Minister said that while he was in Bermuda the 
Home Secretary would be in charge of the Government and would 
preside Over meetings of the Cabinet. 

Cabinet Office, S.W.1, 

18th March, 1957. 
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1. The Home Secretary said that he had informed the Prime 
Minister of the present situation and that, in reply, the Prime Minister 
had expressed the view that, since it would become publicly known 
that the British Transport Commission had already offered a wage 
increase of 4-J per cent, it would be unwise to expose the economy to 
the dislocation of a railway strike for the sake of the extra \ per cent, 
which would probably make this offer acceptable to the railway 
unions. It would however, be easier to justify an increase of 5 per 
cent, if it was coupled with some offer by the unions to increase 
productivity and to reduce the scope of restrictive practices. 

The Minister of Transport said that while an increase of A\ per 
cent, could be defended, an increase of 5 per cent, was far less 
justifiable and might be represented as a surrender to pressure by the 
unions in return for no more than a few indefinite undertakings about 
future increases in productivity. There was some reason to think, 
however, that the general body of employers might not condemn a 
5 per cent, increase if it were accompanied by some genuine and 
concrete evidence that the unions would make a fresh effort to 
increase productivity. There could be no question of the Govern
ment's dissociating themselves from a 5 per cent, award, if that was 
the outcome; and it would be necessary for the Government at least 
to endorse such an award even if they did not positively commend it. 

The Minister of Labour said that an agreement on the basis of a 
wage increase of 5 per cent., reached only a few days after an 
arbitration award of 3 per cent., would be widely regarded as an act 
of appeasement which would endanger the whole principle of 
arbitration, would undermine the morale of employers in industry 
generally and would be strongly criticised by the Governments own 
supporters. It was impossible to predict how a settlement of the 
railway dispute on the basis of a wage increase of 5 per cent, would 
affect the disputes in the shipbuilding and engineering industries. In 
so far as the employers in those disputes were restrained by the 
prospect of the damage which the economy would suffer in the event 
of industrial disturbances on the scale of a general strike, their 
attitude might harden if this risk was reduced as the result of a 
settlement of the railways dispute. He had now succeeded in 
re-establishing contact between the employers and the unions in the 
shipbuilding industry and there was some prospect that the parties 
might reach agreement on the amount of a wage increase if the unions 
were prepared to give adequate assurances on certain issues of 
productivity which the employers had specified. If such a settlement 
was reached, it should not be impossible to prevail on the engineering 
unions to abstain from strike action. 

In discussion there was support for the view that, while a 
settlement of the railways dispute on the basis of a % per cent, wage 
increase could be marginally justified on cost-of-living grounds, a 
settlement based on a 5 per cent, increase would be strongly 
condemned by public opinion and would undermine the future ability 
and willingness of employers to resist excessive wage claims. Such 
claims were now pending in agriculture and coalmining, and their 
settlement would be bound to be affected by the terms finally agreed 
with the railway unions. The difference between  A \ per cent, and 
5 per cent, represented a margin of principle which it would be 
dangerous to compromise. 

On the other hand, arguments which had had considerable force 
in relation to the arbitration award of a 3 per cent, increase, or even 
to the Transport Commission^ original offer of a Z\ per cent, increase, 
lost much of their validity when the Commission, on their own 
initiative, had already increased their offer to A\ per cent. Public 
opinion was not likely to be convinced that, for the sake of a mere 
\ per cent, the Transport Commission would be justified in 

- 2 B 2 



acquiescing in a railway strike which would cost them £ 1 ^ millions 
a day and would cause serious and widespread dislocation in industry. 
Moreover, the Transport Commission themselves held than an 
increase of 5 per cent, could properly be conceded in return for 
improvements in productivity, some of which had already accrued 
while others were in prospect. Considerations of productivity had 
been expressly excluded from the recent arbitration award and a 
settlement which purported to include some recognition of 
improvements in productivity should therefore be defensible. 

It was also suggested that it might be expedient for the Transport 
Commission to adhere, for the moment, to their existing offer of 
an increase of 4 i per cent, and to allow the railway unions to invoke 
strike action if they wished. The unions would be obliged to give 
a week's notice of such action, and in that week the normal procedure 
of conciliation could be brought into action. The advantage of this 
course would lie in the firm front which the employers would thereby 
apear to present to the unions. Its disadvantage lay in the possibility 
that, in the end, the Transport Commission would still have to concede 
an increase of 5 per cent., if not more, while sterling would probably 
have been exposed in the interval to fresh pressure. It was agreed 
that the disadvantages of this course outweighed its advantages. 

In the light of all the considerations involved, it was the balance 
of view in the Cabinet that it would be unwise to aggravate the 
political and economic problems which confronted the Government 
by unnecessary obduracy in a situation where the margin between 
agreement and a damaging strike was so narrow. On the other 
hand it would be desirable, if a settlement based on an increase of 
5 per cent, was to be justified, that it should be represented as 
warranted mainly by definite assurances of increased productivity on 
the railways in the future and only to a small extent by the rise in 
the cost of living. 

It was finally agreed that the Transport Commission should be 
informed that, in the view of the Government, they should seek to 
confine their offer to an increase of  A \ per cent, for as long as possible; 
that they should concede an increase of 5 per cent, in the last resort, 
but only if the unions undertook to accept it and gave some concrete 
assurances about improved productivity; and that they should in no 
circumstances offer an increase of more than 5 per cent. 

In further discussion it was suggested that, nevertheless, the 
occasion would eventually occur when it would be necessary to accept 
the challenge of a strike on a wage claim for which there was no 
adequate justification. The Minister of Transport said that, while he 
did not dissent, his own view was that it was an anachronism 
in modern circumstances to think in terms of defeating strike action 
by attempting to invoke the sanctions which existed in earlier periods 
unless Governments were prepared to strengthen the powers of 
resistance of the employers by withdrawing from strikers the support 
which they at present derived from their income tax refunds, the 
payment of national assistance while they were on strike and similar 
concessions. 

The Cabinet— 
(1)	 Agreed that, if necessary, the settlement of the current wage 

dispute in the railway industry on the basis of an increase 
of 5 per cent, should be accepted, subject to the railway 
unions giving adequate assurances about an increase in 
productivity. 

(2) Invited the Minister of Transport to be guided in his	 further 
handling of this question by the views expressed during 
their discussion. 



5	 CC. 22 (57) 
Cyprus. 2. The Colonial Secretary said that the Governor of Seychelles 
(Previous had reported that Archbishop Makarios had indicated that he was 
Reference: now prepared to make an appeal to the people of Cyprus to renounce 
C C . (57) 2lst violence and that, while this appeal would include an expression of 
Conclusions, some of his views, these would not be in the nature of reservations. 
Minute 1.) The Archbishop's capitulation would contribute more than any other 

single factor to securing an end of the violence in Cyprus, and the 
Governor of Cyprus would consider forthwith how far the security 
measures in the island might be relaxed. The Archbishop's decision 
should be announced as soon as possible after the full text of his 
statement was available. The President of the United States had 
informed the Prime Minister in Bermuda that the United States 
Government would be willing to consider making an approach to 
the Greek Government about Cyprus; and the Prime Minister was 
therefore anxious to keep the United States Government informed 
of our intentions and of the terms of our announcement. It was also 
important that, provided that the text of the Archbishop's statement 
gave rise to no further question, his decision should be announced 
quickly in order to forestall any unauthorised disclosure which might 
prompt the Greek Government to try to bring pressure to bear on 
him to withdraw his declaration. The Turkish Government, who 
might not wholly welcome the Archbishop's change of attitude, 
should be informed of our announcement shortly before it was made; 
but there would be no advantage in communicating it to the Greek 
Government. 

The Cabinet expressed satisfaction at this statement. They were 
informed that, although Archbishop Makarios had satisfied the 
conditions for release from detention, he would be obliged to remain 
in the Seychelles for a further three weeks when the next ship was due 
to call. Special air transport would be unjustified. He had 
expressed the wish to proceed, on release, either to London or to 
Greece. The Cabinet would therefore need to consider as soon as 
possible what further steps might now be taken to promote a solution 
to the problem of Cyprus. It would be necessary, however, to allow 
the Governor of Cyprus a sufficient interval in which to assess the 
local situation and to determine, in the light of the response in the 
island to the Archbishop's declaration, how far the existing security 
measures could be relaxed. In the meantime it would be desirable to 
maintain our support for the proposed procedure of conciliation in 
the North Atlantic Treaty Organisation and to resist any suggestion 
that the declaration by Archbishop Makarios reduced the need for 
that procedure. 

The Cabinet— 
(1) Invited	 the Colonial Secretary to circulate, as rapidly as 

possible, the full text of the statement in which 
Archbishop Makarios would appeal to the people of 
Cyprus to renounce violence. 

(2) Invited the Colonial Secretary to consider, in the light of this 
text and in consultation with the Chancellor of the Duchy 
of Lancaster, the terms in which the Archbishop *s decision 
should be announced and to keep the Prime Minister 
informed of further developments. 

(3) Agreed	 to resume their discussion of Cyprus at an early 
meeting. 

Bermuda 3. The Home Secretary informed the Cabinet that a message 
Meeting. had been received from the Prime Minister in Bermuda reporting that 
(Previous satisfactory initial progress had been made in the discussions with 
Reference: President Eisenhower and Mr. Dulles, and that the President 
C C . (57) 10th appeared to be genuinely anxious fully to restore the traditional 
Conclusions, relationship between the two countries. Although Mr. Dulles 
Minute 3.) remained rather cautious and legalistic in his approach to the problem 



of the Suez Canal, it had been made clear to the United States 
Government that a major responsibility now rested on them to 
promote a satisfactory settlement of this problem and, if this failed, 
to join with us in condemning the Egyptian Government. 

The Cabinet— 
Took note, with approval, of this statement. 

Suez Canal. 4. The Cabinet had before them a note by the Home Secretary 
British (C. (57) 74) covering a report by officials classifying the various types 
Evacuees. of financial and commercial claims against Egypt and examining 

t n e(Previous  possibility of making advances against established claims by 
Reference: private individuals in this category. 
C.C. (57) 18th The Chancellor of the Exchequer said that, in the light of this 
Conclusions, report and of all previous practice in comparable circumstances, there 
Minute 2.) were clearly formidable objections to any system of paying advances 

against assets. He had, however, seen Lord Killearn, who was a 
spokesman for this group of evacuees, and had satisfied him that the 
Government would deal generously, through the Anglo-Egyptian 
Resettlement Board, with cases of hardship. He had also agreed, 
at Lord Killearn's request, that a member of the British Chamber 
of Commerce in Egypt should be brought into consultation to 
represent the interests for whom Lord Killearn spoke. A statement 
of the Governmenfs intentions in this matter would help to allay 
any disquiet which might be expressed in the debate in the House 
of Lords in the following week; but it would also be desirable to 
emphasise in the debate the considerations which prevented the 
making of advances against assets. 

The Lord President agreed that a statement on these lines would 
help in reassuring public opinion. Nevertheless the arguments in 
C. (57) 74 against making advances to private individuals in respect 
of their sequestrated assets rested, in his view, on an unsound 
premise. On other occasions, notably in the two world wars, British 
subjects resident abroad had been deprived of their property as a 
result of political and military action which the Government in the 
United Kingdom had not initiated. The individuals now in question, 
however, had lost their assets as a direct result of action which Her 
Majesty's Government had themselves put in hand. In these 
circumstances the moral responsibility of the Government amounted 
to a debt of honour, and the difficulties set out in the memorandum, 
although important, could not be regarded as conclusive against this 
wider consideration. 

Discussion showed that this view commanded sympathy. On the 
other hand, it had already been calculated provisionally that the 
claims of private individuals and commercial organisations in Egypt 
might amount to as much as £25 millions and £75 millions 
respectively, while the Sudanese Government had entered a claim 
of £20 millions against the Egyptian sterling balances. In face of 
claims of this order the question of making advances against assets 
would need careful examination. It was agreed that a decision should 
be deferred until the Foreign Office had completed their tabulation 
of claims, and that it would then have to be considered in the context 
of the general policy which we intended to follow in dealing with 
claims against the Egyptian Government. 

The C a b i n e t 
(1) Invited	 the Chancellor of the Exchequer to arrange for 

officials of the Treasury, Foreign Office and Board of 
Trade to submit at the earliest opportunity, when the 
total of claims had been ascertained and classified, 
proposals for pursuing claims against the Egyptian 



Shops Bill. 
(Previous 
Reference: 
C.C. (57) 20th 
Conclusions, 
Minute 3.) 

Government and for taking any interim action which 
might be practicable to meet the needs of individual 
claimants. 

(2) Agreed that	 some 160 former officials of the Government 
of Egypt dismissed in 1951, whose compensation was the 
subject of negotiation when diplomatic relations with 
Egypt had been broken off, and pensioners, other than 
pensioners of the Government of Egypt, should be 
regarded as coming within the responsibility of the Anglo-
Egyptian Resettlement Board. 

(3) Invited	 the Chancellor of the Exchequer to give further 
consideration to the possibility of arranging to accept at 
par Egyptian currency brought to this country by certain 
of the evacuees. 

5. The Home Secretary said that he had agreed to accept 
amendments to this Bill which should satisfy the criticism that it 
was an unduly restrictive measure. The Bill would now contain 
more flexible provisions about the hours of confectionery 
establishments, and would include a measure of local option for 
other shops. The former Prime Minister had given an undertaking 
to the Trade Union Congress that one or other of the remaining 
Bills arising out of the reports of the Gowers Committee would be 
enacted in the current session, and if the Government failed to carry 
out this undertaking they would be pressed to do so later when they 
might find it even more difficult to accommodate such a lengthy 
Bill. It would therefore be necessary to consider, when the Shops 
Bill had made further progress in the House of Lords, whether the 
Government should press forward with it in the House of Commons 
in the current Session; and he would submit further proposals on 
this in due course. 

The Cabinet— 

Took note of this statement. 


Cabinet Office, S.W.1. 
22nd March, 1957. 
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Bermuda 
Meeting. 
(Previous 
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Parliament.

Industrial
Disputes.
(Previous.
Reference:
C.C. (57) 22nd
Conclusions,
Minute 1.)

3 C C . 23 (57) 

1. The Home Secretaryreadto the Cabinet telegram No. 92 
from the United Kingdom Delegation, Bermuda, in which the Prime 
Minister summarised the main results of the discussions which he 
and the Foreign Secretary had held with President Eisenhower and 
Mr. Dulles, and expressed his satisfaction a t the progress which had 
been made towards restoring the traditional relationship between the 
two countries. 

The Cabinet— 
Invited the Home Secretary to send, on their behalf, a 
message of warm congratulation to the Prime Minister and 
the Foreign Secretary on the outcome of the Bermuda 
Conference. 

 2. The Home Secretary informed the Cabinet of the business 
to be taken in the House of Commons in the following week. He 
pointed out, however, that it might be necessary to modify these 
provisional arrangements to accommodate a debate on the Bermuda 
Conference on 1st or 2nd April. 

 3. The Minister of Labour said that there was good reason to 
 hope that an early settlement of the dispute in the shipbuilding 
 industry would be reached on the basis of a wage increase which 
 might be no higher than 5 per cent., and that, as part of this settle

 ment, the unions would undertake to promote no further wage claims, 
 either nationally or locally, for a period of at least a year and would 

 give satisfactory and precise assurances about productivity and 
restrictive practices. A similar type of settlement might prove 
acceptable in the dispute in the engineering industry. The unions 
would be pressed to give a comparable undertaking not to promote 
further wage claims for a period of at least a year; but it might not be 
possible to obtain from them as detailed assurances on productivity 
as had been secured in the shipbuilding industry. 

In discussion the following points were made : — 
(a) The Minister of Transport said that the settlement of the 


railways dispute would probably follow broadly the pattern of the 

agreement reached in the shipbuilding industry, and the British 

Transport Commission would seek to obtain corresponding 

assurances about productivity and the maintenance of wage stability 

for a period. The new policy of the Transport Commission was to 

charge what the traffic would bear; and, although some railway 

charges would inevitably rise, the increase in wages should not be 

followed by a general increase in charges of a kind which would 

destroy the value of the new assurances about productivity. 


(b) The Minister of Power said that the settlement would be 
reflected in an increase in the price of coal which would in turn 
react further on railway costs. The result would be a renewed 
stimulus to inflationary pressure, which was to be deplored. It might, 
in any event, be necessary to allow the nationalised industries to 
increase their prices to some extent, in order to reduce the scale of 
their borrowing. 

(c) Production in the motor-car industry had fallen and some 
rise in car prices was probably inevitable. The manufacturers, if 
confronted with increased charges for coal and steel and an increase 
in wages as a result of the engineering settlement, would welcome 
guidance from the Government on the question whether they should 
raise their prices sufficiently to cover these additional costs as well. 

While it was inappropriate that the Government should express 
any view on the price policy of an individual industry, it was 



satisfactory that there were some indications that responsible trade5 

union leaders were beginning to doubt the wisdom of regarding the 
engineering industry, for purposes of wage bargaining, as a single 
Comprehensive Unit arid were likely to exert their influence in the 
direction of devising a more selective basis for future wage 
negotiations. 

The Cabinet— 
(1) Took note, with approval, of the statement	 by the Minister 

., of Labour. 
. (2) Invited the Minister of Labour to keep the Prime Minister 

informed of further progress in the negotiations in the 
shipbuilding and engineering industries. 

Cyprus.  v : 4. The Cabinet had before them a note by the Colonial 
(Previous Secretary (C. (57) 77) classifying the principal powers under the 
Reference: emergency regulations in Cyprus into those which should still be 
C.C. (57) 22nd retained for a period and those which could nOw be relaxed or 
Conclusions, surrendered. They also had before them telegrams Nos. 52 and 53 
Minute 2.) from the Governor of Seychelles, Foreign Office telegrams Nos. 125 

and 126 to the United Kingdom Delegation, Bermuda, and telegrams 
Nos. 88 and 89 from the United Kingdom Delegation, Bermuda. 

The Colonial Secretary said that Archbishop Makarios was now 
prepared to make an appeal to E O K A to declare the cessation of their 

:JI;.: operations "given that the British Government will show a spirit 
of understanding " by abolishing simultaneously the present state 
of emergency, and by declaring an amnesty for all political offences. 
The Archbishop had subsequently made ; it clear that, while he 
recognised the inconsistency between this, wording and his earlier 
undertaking to attach no reservations to his appeal, he was not 

:.. , p r e p a r e  d to modify the text, partly because in the process of breaking 
the present deadlock both parties must be prepared to make 
concessions, and partly because a completely unconditional appeal 
for the cessation of EOKA terrorism might be interpreted by Cypriot 
opinion as an attempt on his part to secure his own liberty without 
regard to the interests of Cyprus. 

The Prime Minister had been informed of the terms of the 
Archbishop's appeal and of the relaxations of the emergency 
regulations which the Governor of Cyprus was in any event prepared 
to make. These relaxations, although substantial, were not equivalent 
to the final termination of the state of emergency which the 
Archbishop had in mind, since it would be necessary to retain for a 
further period certain powers of arrest, search, detention, &c. In 
reply the Prime Minister had expressed the view that, on balance, 
the advantages of releasing the Archbishop would outweigh the 
disadvantages provided that it was made clear that there was no 
bargain between the Archbishop and Her Majesty's Government and 
that it rested with the latter alone to decide when the state of 
emergency should be brought finally to an end. The Prime Minister 
had suggested that the announcement of the Governments decision 
should therefore be confined mainly to a statement that, although 
the Government regarded the Archbishop's reply as unsatisfactory, 
the situation in Cyprus had improved sufficiently to enable them to 
take a liberal view of the conditional appeal which he had made; 
that he would accordingly be released as soon as a passage was 
available; and that, while there could be no question of an immediate 
abolition of the state of emergency in Cyprus, the emergency 
regulations would be.relaxed as and when, in the judgment of the 
Governor, circumstances allowed. 



In discussion it was argued, that, while a statement on the 
lines suggested by the Prime Minister would avoid any impression 
that the Government were prepared to bargain with the Archbishop 
about the terms of his release, it might be regarded as giving undue 
prominence to the Archbishop and placing so little emphasis on the 
relaxation of the emergency regulations as to risk sacrificing the 
opportunity to reconcile uncommitted opinion in Cyprus and causing 
us, when the regulations were in due course relaxed, to appear to be 
acting under pressure. The draft of the proposed announcement 
should perhaps be reconsidered from this point of view. It was, 
however, recognised that, if the Archbishop was not released as soon 
as his appeal was made public, public opinion would react against 
the Government and the forces of terrorism in Cyprus would be 
considerably strengthened. ' 

The Lord President said that he was very doubtful of the wisdom 
of releasing Archbishop Makarios on the strength of a conditional 
statement. The relaxation of security measures which we already 
had in mind would not constitute a final termination of the state of 
emergency, and it would be Open to the Archbishop, once he had 
regained his liberty, to withdraw his offer on the ground that the 
conditions which he had specified had not been fulfilled, Public 
opinion would then exert considerable pressure on the Government 
to avoid a resumption of violence: in Cyprus and we should be 
compelled to make successive further-concessions to the Archbishop 
uhtil the initiative would pass completely Into his hands. 

Moreover, the Archbishop's appeal referred, with approval, to 
the statement by the Greek Government that they would not be 
willing to take part in a discussion of the Cyprus problem within the 
North Atlantic Treaty Organisation (NATO) and that talks should 
be resumed directly between the United Kingdom Government and 
the people of Cyprus in pursuance of the resolution of the United 
Nations. In taking this attitude the Archbishop was claiming to 
negotiate direct with the United Kingdom Government as the. chosen 
spokesman of Cypriot opinion. If we appeared to concede this 
point to him, we should sacrifice the advantages which might result 
from our attempt to deal separately, in N A T O , with the international 
aspects of the Cyprus problem and we should give grave offence to 
our Turkish allies. 

The Lord President said that for these reasons he was unable to 
associate himself with the proposal that Archbishop Makarios should 
now be restored to liberty. The right course would be to make it 
clear that we were prepared to relax the present security measures to 
some extent but not, in present circumstances, to bring the state of 
emergency in Cyprus completely to an end. If Archbishop Makarios 
was not willing to issue his appeal on this basis, he should continue 
to be detained in Seychelles on the understanding that, if he 
reconsidered his attitude, we should be prepared to implement our 
undertaking to set him at liberty, though not to allow him to return 
to Cyprus for the time being. 

In discussion the following points were m a d e  
fa) Although we had made good progress in repressing terrorism 

in Cyprus, previous experience suggested that the final stages of a 
campaign of this nature were liable to be costly and protracted; and 
an imaginative gesture such as the release of the Archbishop 
appeared to offer the only prospect of ending the present deadlock 
without incurring a permanent legacy of bitterness and frustration. It 
might therefore be wise, in our statement of policy, to place the 
emphasis on our success in overcoming E O K A and on our ability, as 
a result, to take the generous initiative of releasing the Archbishop in 
spite of the conditional nature of his appeal. We should take pains to 
be seen to be acting from a position of strength, while maintaining in 
force a sufficient number of the emergency regulations to enable us 



to keep the situation in Cyprus under control and deferring further 
discussions with the Archbishop, if possible, untii the conciliation 
procedure of N A T O had made some progress. 

(b) It might be desirable to defer the announcement of the 
Governments intentions until the Prime Minister had returned. On 

: the other hand, although it would be inexpedient to publish the 
Archbishop's appeal in advance of a statement of policy by the 
Government, the text of the appeal could not be withheld from 
public knowledge for more than a day or two. 

(c) Telegram No, 53 from Seychelles made it clear that the 
Archbishop felt that, in his appeal, he had already gone further than 
was consistent with his position as leader of the Greek Cypriots. 
There was no hope, therefore, of persuading him to withdraw the 
conditions which he had attached to his appeal. In these 
circumstances it was for consideration whether we should publish the 
text of his appeal and undertake to consider releasing him after a 
period of a few months in which it would be possible to assess 
whether EOKA had definitely abandoned their campaign of violence. 
Certainty on this point would never be possible, however, so long 
as we ourselves felt it necessary to maintain security measures on 
the scale necessary for the protection of Our troops and the 
maintenance of public order in Cyprus. On the other hand, to 
abandon such measures and to proclaim a truce between the 
operations on both sides would give E O K A the opportunity of 
reorganising their forces and obtaining fresh supplies of arms. 
Moreover, the Archbishop had made it clear that, in his view, the 
necessary action by himself and by the United Kingdom Government 
should be simultaneous; and if we accepted his appeal but deferred 
for a time the implementation of our own undertaking to set him at 
liberty, he would be in a position to declare that we had obtained 
his statement by false pretences. If, however, we released him when 
he issued his appeal and relaxed certain of our security measures at 
the same time we should provide convincing evidence of our good 
faith and should probably succeed in mobilising public opinion, both 
in Cyprus and throughout the world, in favour of a cessation of 
violence and of a reasonable approach to the solution of the Cyprus 
problem. 

(d) The Archbishop's appeal appeared also to be dependent 
upon our willingness to grant an amnesty for all political offences. 
The precise scope which the Archbishop envisaged for such an 
amnesty was not, however, certain. He had indicated, during earlier 
discussions before his detention, that he would be prepared to exclude 
individuals who were responsible for the death of others; and opinion 
in Cyprus would probably tolerate, even after the release of the 
Archbishop, the execution of any person found guilty of murder. 
But execution in respect of any offence falling short of murder would 
probably provoke a violent reaction in Cyprus if, as soon as the 
Archbishop was released, terrorism appeared to cease. Much would 
depend, therefore, on the extent to which it proved possible for the 
Governor to exercise clemency in the case of outstanding capital 
sentences, and on the date by which it might prove possible to grant 
an amnesty. If sufficient evidence was available that terrorism had 
genuinely ceased as a result of the Archbishop's release, it might be 
expedient to declare an amnesty after a few weeks. 

(e) In the opinion of H.M. Ambassador at Ankara the Turkish 
Government were exercised less by the prospect of the release of 
Archbishop Makarios (provided that he did not return to Cyprus) 
than by the possibility that, after his release, he would have to be 
admitted to formal discussions with the United Kingdom 
Government, thus jeopardising the recent initiative by NATO. The 
resumption of constitutional discussions would not, in itself, 
necessarily alienate the Turkish Government since, if they succeeded, 
they would facilitate the implementation of Lord RadcliftVs proposals 
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which the Turkish Government had already accepted in principle 
while, if they failed, it might be necessary to resort to a partition of 
the island which would also be not wholly unwelcome to Turkey. 
But it would probably be essential, if the Turkish Government were 
not to be gravely offended, that in any discussions of this kind 
Archbishop Makarios should be treated as merely one among several 
spokesmen of various sections of Cypriot opinion. It Would be 
desirable that, before the Cabinet reached a final decision, the views 
of the Turkish Government on this point should be formally 
ascertained. 

The C a b i n e t 
(1) Invited the Home Secretary to arrange that the views which 

had been expressed in their discussion should be reported 
to the Prime Minister and that he should be informed 
that the question was to be further discussed at a meeting 
of the Cabinet on 26th March. 

(2) Invited the Colonial Secretary to communicate	 to the Prime 
Minister the draft of an announcement of the Govern
ment's policy revised on the lines suggested in their 
discussion. 

(3) Invited	 the Minister of State for Foreign Affairs 
(Mr. Ormsby-Gore) to instruct H.M. Ambassador at 
Ankara to obtain the views of the Turkish Government 
on the terms of the appeal by Archbishop Makarios and 
on the action which Her Majesty's Government had under 
consideration. 

5. The Cabinet had before them a memorandum by the 
Colonial Secretary (C. (57) 76) submitting for approval proposals 
about the provision of economic assistance to Malta within the 
framework of the proposed constitutional arrangements for 
integrating Malta with the United Kingdom. 

The Colonial Secretary said that the Prime Minister of Malta, 
Mr. Mintoff, had put forward, during discussions in February, 
proposals for attaining parity in wages, social services and subsidies 
which would have involved the United Kingdom in expenditure of 
the order of £20-£30 millions a year, equivalent at present prices to 
an annual grant to Malta of £100 per head of population. These 
proposals were wholly unacceptable and, after consultation with the 
Chancellor of the Exchequer, he had put forward more realistic 
counter-proposals for financial assistance in connection with both 
capital development and current expenditure in Malta which might 
cost some £6 millions a year in the first quinquennial period. These 
counter-proposals would fairly reflect the unique constitutional status 
of Malta under Mr. Mintoffs proposals for integration with the 
United Kingdom. If Mr. Mintoff rejected them and the constitutional 
discussions broke down as a result, the Government would have the 
support of public opinion in this country. 

The Cabinet endorsed the proposals in C. (57) 76. The Minister 
of Defence said that the revised defence programme would probably 
involve a significant curtailment of Service expenditure in Malta. 

The Cabinet— 
Authorised the Colonial Secretary, in consultation as 
necessary with the Lord Chancellor, to proceed on the lines 
proposed in C. (57) 76 in negotiating with the Prime Minister 
of Malta on the question of economic equivalence. 
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Cabinet

 - 6. The Cabinet had before them a memorandum by the 
 Minister of Pensions (C. (57) 75) on the recommendations of the 

 National Insurance Advisory Committee about the payment of death 
 grant under the National Insurance Scheme. ;l 

The Minister of Pensions said that the Advisory Committee had 
been concerned, in their recommendations, to remove certain 
anomalies which had developed in the administration of this grant. 
They proposed that its payment should no longer be restricted by 
contingencies of various kinds, but that it should be regarded as a 
straightforward benefit, payable on death to the next of kin or to 
the executors. This was a reasonable proposal to which effect could 
be given by an amendment to the National Insurance Bill at present 
before Parliament. It was for consideration, however, whether on 
grounds of public policy, the Advisory Committee's recommendation 
that the grant should be paid in respect of the deaths of illegitimate 
children should be adopted. 

The Cabinet were of the opinion that all the recommendations 
of the Advisory Committee should be accepted. 

The Cabinet— 
, Authorised the Minister of Pensions to give effect to the 

recommendations of the National Insurance Advisory 
Committee about death benefit by way of amendment to 
the National Insurance Bill at present before Parliament. 

Office, S.W.1, 
25th March, 1957. 
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3 	 CC. 24 (57) 
1. The Home Secretary said that, since the Prime Minister 

hoped to return on the following day, it would be advisable that the 
announcement of the Governmenfs policy on Cyprus should be 
deferred until 28th March, in order to allow time for the Prime 
Minister to discuss the situation with the Cabinet and to take account 
of the views of the Turkish Government. 

The Minister of State for Foreign Affairs (Mr. Ormsby-Gore) 
said that H.M. Ambassador at Ankara had indicated that the main 
suggestion which the Turkish Government would wish to make if 
Archbishop Makarios was to be released would be that our relaxation 
of the security measures should be confined to an offer of a safe 
conduct for the principal leaders of E O K A and that no significant 
cancellation of the emergency regulations should be envisaged until 
it was possible to judge whether, in response to the Archbishop's 
appeal, E O K A was prepared to abandon terrorism. 

It was agreed that the draft statement of Government policy 
should be revised in the light of the views of the Turkish Government 
and of any other amendments which members of the Cabinet might 
wish to suggest to the Colonial Secretary. 

The Cabinet— 
(1) Agreed to defer further	 discussion of the question of Cyprus 

until after the Prime Minister had returned, and to 
postpone until the 28th March the announcement of the 
Governmenfs policy on this question. 

(2) Invited the Colonial Secretary to revise the draft	 announce
ment in the light of the views of the Turkish Government 
and of any other amendments which members of the 
Cabinet might send to him. 

2. The Minister of Labour said that his hopes of an early 
settlement of the dispute in the shipbuilding industry had been, at 
least temporarily, disappointed. The employers had offered a wage 
increase of 5 per cent., but the unions had refused to reduce their 
demand below an increase of 1\ per cent. In these circumstances the 
Government must either refrain from further intervention, accepting 
whatever consequences might follow, or constitute a Court of Enquiry 
which, although it would have served no useful purpose at an earlier 
stage when the difference between the parties had not been reduced 
to specific figures, might now contribute to a solution. The employers 
had accepted his proposal to establish a Court of Enquiry. The 
decision of the unions was so far unknown; but there were grounds 
for believing that they were concerned about the financial implications 
of a protracted strike and might be prepared both to co-operate in 
the proposed procedure and to suspend strike action in the interim. 
Even if they proved recalcitrant the Government would not be 
justified in bringing pressure to bear on the employers to grant a 
wage increase of more than 5 per cent.—an offer which was both fair 
in itself and likely to command sufficient support among the unions, 
at" least in the engineering industry, to render a major engineering 
strike improbable. 

In discussion it was agreed that, in dealing with the wage claims 
which were pending in the coal and electricity industries, the objective 
of the National Coal Board and the Central Electricity Authority 
should be to achieve a settlement on the basis of an increase not 
exceeding 5 per cent. This figure seemed likely to become the 
general measure of wage increases in the new period which was now 
beginning. In so far as production remained at about its present 
level, wage increases of this order were bound to be reflected in prices 
and to renew inflationary pressure. If, however, a fresh increase in 
production could be stimulated, this risk might be diminished to some 



extent but only at the cost of an increase in imports. The implications 
of these possible developments would need further study. 

The C a b i n e t 
(1) Took note of the statement by the Minister of Labour. 
(2) Invited the Minister of Power to be guided, in any discussions 

which he might have with the Chairmen of the Boards of 
the Nationalised Industries, by the views expressed in their 
discussion. 

Suez Canal. 3  j Minister of Transport said that the clearance of the Suez n e

(Previous Canal had now reached a relatively advanced stage, and the Egyptian 
Reference: Government might shortly announce that the Canal was open to 
C.C. (57) 22nd ships of at least 20,000 tons which were prepared to pay dues to the 
Conclusions, Egyptian Canal Authority. After consulting the Prime Minister by 
Minute 4.) telegram, he proposed that British shipowners should be privately 

advised to refrain from using the Canal for the time being and that 
we should seek to use our influence to persuade the shipping of 
friendly countries to adopt the same course. This advice could be 
justified by the uncertainty about the availability of technical services 
along the Canal and by the possibility that mine-sweeping had not 
yet been completed. These representations to shipowners, however, 
could not serve as more than a temporary expedient, and our position 
would become increasingly embarrassing if the negotiations for an 
agreement about the future administration of the Canal were not 
expedited. 

The Minister of State for Foreign Affairs (Mr. Ormsby-Gore) 
said that the Egyptian Government appeared to be adopting an 
obstructive attitude in their discussions with the Secretary-General 
of the United Nations in Cairo, and the latter had asked his financial 
adviser, Mr. McCloy, to join him. On the instructions of the Foreign 
Secretary, Mr. McCloy would be informed that we expected the 
Egyptian Government either to accept the Four-Power proposals or 
to put forward a reasonable counter offer; that the essential point 
in the Four-Power proposals was that a proportion of the Suez Canal 
dues should be entrusted to a body independent of the Egyptian Canal 
Authori ty; that British shipowners had been advised to refrain from 
using the Canal until the position had been clarified; and that the 
Egyptian Government should be warned that capital would not be 
forthcoming for the development of the Canal if they failed to inspire 
confidence in its future administration. It would shortly be necessary, 
in the light of the results of the discussions in Cairo and of the 
Bermuda Conference, to decide what policy we should adopt if the 
Egyptian Government maintained an uncompromising attitude on 
the question of payment of Canal dues. 

The Cabinet—
(1) Took note of these statements. 
(2) Agreed to resume their discussion of this matter on the Prime 

Ministers return. 

Shops Bill. 4. The Home Secretary said that he proposed that the Minister 
(Previous of Education should announce in the House of Lords that afternoon 
Reference: that, despite the objections which had been raised against the Shops 
C.C. (57) 22nd Bill, it was the Governments present intention to proceed with it. 
Conclusions, Amendments should then be tabled at the Report Stage to restore 
Minute 5.) broadly the existing permissible hours of latest closing for shops. 

These and other amendments would virtually transform the Bill into 



a codifying measure and, since most shops already shut earlier than 
they were legally obliged to, it would not be possible to criticise the 
amended version of the Bill as a restrictive measure. The question 
whether it would be practicable to proceed with the Bill in the House 
of Commons in the current Session would have to be considered later 
and would depend on the availability of Parliamentary time. 

In discussion there was general agreement with this view. The 
enactment of the Bill in the current Session would reduce the pressure 
by the trade unions for further instalments of legislation arising from 
reports of the Gowers ' Committee. This Bill would prove less 
onerous to the commercial community than the other Gowers ' 
measures which the Government would be pressed to promote if it 
were dropped. 

The C a b i n e t -
Approved the proposals of the Home Secretary for dealing 
with the Shops Bill in its further stages in the House of 
Lords. 

Cabinet Office, S.W. 1, 
26th March, 1957. 
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 1. The Cabinet were informed of the business to be taken in 
 the House of Commons in the following week. A debate on the 

Bermuda Conference would take place on 1st April. 

 2 . The Minister of Power said that, in response to represen
 tations by Government supporters in Standing Committee, he was 

 prepared to amend the Electricity Bill to require a longer period of 
 notice by Electricity Boards intending to enter on land; and, subject 

 to consultation with the Chancellor of the Exchequer, he saw no 
 objection to incorporating an amendment to empower the Generating 

 and Area Boards as well as the proposed Central Electricity Council 
to raise capital in the open market. The further proposal that the 
Electricity Boards should be deprived of the power to manufacture 
electrical plant and equipment presented greater difficulty since this 
power, which had never been exercised, was designed to protect the 
Electricity Authority against a manufacturing monopoly. The 
electricity companies, whether under municipal or private ownership, 
had always possessed this power, and the Act of 1947 nationalising 
the industry had merely confirmed it. 

It was the general view of the Cabinet that it would be in 
accordance with Conservative principles to withdraw this particular 
provision from the Bill. The risk of a manufacturing monopoly 
developing in the electrical plant industry had been reduced by the 
Restrictive Trade Practices Act, while the compromise course of 
imposing on the Electricity Boards a statutory obligation to satisfy 
the Minister, before embarking on manufacture, that they were 
unable to obtain plant and equipment from private manufacturers 
at reasonable prices would have little merit and would be 
unacceptable to Government supporters. 

The Cabinet— 
Authorised the Minister of Power to table amendments to 
the Electricity Bill on the lines agreed in their discussion, 
subject t o further consultation with the Chancellor of the 
Exchequer on the borrowing powers of the Area Boards. 

 3. The Home Secretary said that a Private Member's Bill to 
 amend the law relating to obscene publications was due to be given 

 its Second Reading on 29th March. Although this Bill would not 
serve as a suitable basis for amending legislation, it was generally 
recognised that the existing law was defective. He therefore proposed 
that the Government spokesman in the debate should move that the 
Bill be committed to a Select Committee for examination. 

The Cabinet-
Agreed that the House of Commons should be invited to 
commit the Obscene Publications Bill to a Select Committee 
for examination. 

4. The Cabinet had before them a revised draft of a 
Parliamentary statement on Cyprus. 

The Prime Minister said that as compared with earlier versions 
this draft had the advantage that, by omitting any detailed statement 
of the extent to which we contemplated relaxing the existing measures, 
i t avoided any impression that the Government were prepared t o 
bargain with Archbishop Makarios about the terms of his release. It 
should, therefore, be more acceptable to the Turkish Government. 
The statement could, however, be strengthened still further by 



IBS 

omitting the reference to the wording of the Archbishop's appeal and 
the indication that the Government were prepared to take a liberal 
view of it, and substituting a simple statement that in present 
circumstances it was no longer necessary to continue the Archbishop's 
detention. It would be mistaken to pretend that the Archbishop had 
responded adequately to the original offer, and it would be wiser to 
base our action on a plain statement that we had decided, as an act 
of policy, to disembarrass ourselves of an individual whose continued 
detention no longer served any useful purpose. It was arguable 
that, whatever the ultimate objective of our policy as regards Cyprus, 
the release of the Archbishop would assist us in realising it. If we 
could envisage no more than a continuance of the deadlock which 
had been reached hitherto, the resumption of the constitutional 
discussions which we must shortly contemplate would probably 
contribute to this end, since we were bound to accept the Archbishop 
as one party to these discussions, and he was likely to insist on the 
condition, which we should be unable to accept, that Cyprus should 
be granted the right of self-determination within a limited period. 
If, on the other hand, our ultimate objective was a partition of the 
Island, we might succeed in securing agreement on this course more 
easily after the Archbishop was released, or, alternatively, the Greek 
Government would find the approaching prospect of partition so 
distasteful that they would reluctantly accept Lord Radcliffe's 
constitutional proposals without seeking to attach any condition that 
Cyprus should enjoy the right of self-determination within a definite 
period. In neither event, therefore, should the release of the 
Archbishop be an obstacle to further advance; and, provided that we 
succeeded in making progress towards our objective, it would be less 
important that this progress would inevitably appear to be, to some 
extent, a series of concessions to the Archbishop. 

The Lord President said that he remained convinced that the 
release of the Archbishop would be a profound mistake. His appeal 
for the cessation of E O K A violence had been made conditional on 
our own willingness to bring the state of emergency in Cyprus to an 
end; and if we attempted to ignore that condition he would be free 
to withdraw his appeal at any time. He would therefore be free to 
exploit this situation to extract further concessions from us until he 
had completely regained the initiative. In particular, he would seek 
to insist that he should be allowed to return to Cyprus on the ground 
that he could, not otherwise take part in further constitutional 
discussions and that, in his absence, no other individuals were entitled 
to represent the Greek community in the Island. Moreover, his 
release would be liable to alienate the Turkish Government and 
would be universally interpreted as a sign of weakness, which would 
react against us in the negotiations on other difficult international 
issues which we must shortly face. He could not, therefore, endorse 
a statement which, in his view, would be a prelude to a process of 
gradual retreat in the face of the pressure which the Archbishop 
would mobilise as soon as he was again at liberty. 

In discussion it was suggested that, despite the embarrassment 
which would result from the release of the Archbishop, the balance 
of advantage lay in restoring his freedom. He had come some part 
of the way to satisfy our conditions, and E O K A terrorism had now 
been brought under control. It was the considered view of the 
Governor of Cyprus that, if in these circumstances the Archbishop 
was not released, sentiment in Cyprus would consolidate behind 
E O K A once again and terrorism would revive. We should then 
have lost an opportunity, which might not recur, of securing a 
permanent relaxation of tension in the Island. Moreover, we should 
have adopted an attitude which we might find it impossible to sustain. 
We were committed to a resumption of constitutional discussions, 
from which no useful result could follow unless the Archbishop was 
oresent. We were committed also to co-operate in the conciliation 



procedure in the North Atlantic Treaty Organisation and this 
procedure would be liable to be similarly frustrated by a refusal on 
our part to contribute, by a gesture of generosity, to bringing 
terrorism in Cyprus to an end. If we released the Archbishop on 
terms which would preclude his return to Cyprus and would not 
commit us to define the scope of the relaxation of security measures 
which might prove to be possible, we should be regarded by public 
opinion as acting from strength rather than weakness. If, on the 
other hand, we continued to detain the Archbishop indefinitely, it 
was impossible to foresee when, and on what conditions, we should 
be able to resolve the present deadlock. The strategic importance 
of Cyprus would progressively decline over the next decade and, apart 
from the importance of maintaining our control over a sufficiently 
large portion of the Island to enable us to operate an effective air 
base, we were unlikely to continue to need its facilities on a scale 
which would justify the indefinite continuance of repressive measures 
which were becoming increasingly repugnant to public opinion. 

The Prime Minister, summing up the discussion, said that the 
arguments were evenly balanced. There were clear risks in releasing 
Archbishop Makarios. In particular, he would be bound to try to 
organise international support for his return to Cyprus—where, even 
if he did not instigate a revival of terrorism, his presence would be 
a considerable embarrassment. On the other hand, it might still 
be a considerable time before the forces of terrorism in Cyprus were 
completely eliminated; and public opinion, which might be disposed 
to accept the Archbishop's appeal as broadly satisfactory, would be 
liable to be critical of the Government if they sacrificed an 
opportunity of breaking the present deadlock. It appeared to be the 
general view of the Cabinet that, in these circumstances, the wiser 
course would be to release the Archbishop without suggesting that 
we were in any way satisfied with his conditional response to our 
offer. At the same time, the Turkish Government should be informed 
that, while we now regarded the Archbishop as a greater liability 
in detention than at large, our objective remained, as before, either 
the partition of the Island or the implementation of Lord RadcliftVs 
constitutional proposals on the basis on which we had originally 
put them forward and without any commitment about the ultimate 
grant of self-determination. Further constitutional discussions 
would contribute to the realisation of either of these objectives. But 
while, in releasing the Archbishop, we envisaged that he would need 
to be a party to these discussions, we should regard him as the 
representative of only one section of opinion in Cyprus and should 
not be prepared to recognise him as in any sense the accredited 
spokesman of Cyprus or entitled to negotiate with Her Majesty's 
Government about the future of the Island as a whole. 

The Lord President said that he was still convinced that the 
release of Archbishop Makarios in these circumstances would be an 
error of judgment. If this course of action were adopted, he would 
be unable to support it, and he would therefore need to consider 
whether he could remain a member of the Government. 

The Cabinet— 

(1) Agreed that Archbishop Makarios	 should be released from 
detention in the Seychelles. 

(2) Authorised	 the Colonial Secretary to make, in the House 
of Commons that afternoon, a statement on the lines 
of the draft which they had before them, as amended 
in their discussion. 

(3) Invited the Foreign Secretary to instruct H.M. Ambassador 
at Ankara to inform the Turkish Government of the 

intentions of Her Majesty's Government, on the lines 
approved in their discussion. 



industrial 5. The Minister of Labour said that both the employers and 
Disputes. the trade unions in the shipbuilding and engineering industries had 
(Previous now agreed to collaborate in the work of the Courts of Enquiry 
Reference: into the wage disputes in those industries. It was important that 
C C . (57) 24th the proceedings of these Courts, which might extend over several 
Conclusions, weeks, should not be conducted against the background of strike 
Minute 2.) ' action and it was desirable that the strike should be brought under 

control during the current week. The trade unions in the engineering 
industry, however, were unwilling to terminate the strike until the 
employers had taken direct wage negotiations with them to the point 
which had been reached in the corresponding negotiations in the 
shipbuilding industry. The employers had so far been unwilling to 
enter into such negotiations but might be prepared to reconsider 
their attitude. 

The C a b i n e t -
Took note of this statement. 

Cabinet Office, S.W. 1, 

30th March, 1957. 
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Statement on 
Defence, 1957. 
(Previous 
Reference: 
C C . (57) 21st 
Conclusions, 
Minute 2.) 

3 C C . 26 (57) 

* 1. The Cabinet had before them a note by the Minister of 
Defence (C. (57) 80) covering a revised draft of the- White Paper on 
future defence policy. 

The Cabinet considered the draft White Paper paragraph by 
paragraph and various detailed amendments were approved. 

In discussion the following points of substance were made: — 

(a) The Foreign Secretary said that the last two Statements on 
Defence had opened with a reference to the main objectives of our 
defence policy and had emphasised the importance attached to the 
North Atlantic Alliance. It would be desirable that a similar reference 
should be included in the opening paragraphs of the present White 
Paper, in order to avoid any impression of an abrupt departure from 
earlier defence policy. The main reasons for the new approach were 
the change in the balance between nuclear and conventional weapons, 
the closer co-operation that was being established with our Allies, 
the changed nature of the Soviet threat and the need to relieve the 
strain imposed on the national economy by the present level of 
defence expenditure. These reasons should be set out after an 
opening passage which referred back to the previous Statements on 
Defence. 

(b) No detailed assessment had yet been made of the cost of the 
proposals outlined in the White Paper. It would be desirable to 
establish their financial implications at least in broad terms before 
the White Paper was debated in Parliament. 

(c) The Chancellor of the Exchequer said that in view of the 
recent agreement with the United States about the supply of medium
range ballistic rockets, it would be important to avoid giving any 
commitment in the forthcoming debate about the manufacture of a 
British version of this weapon. 

(d) The paragraphs dealing with Civil Defence omitted any 
reference to stockpiles of food and oil. The present food stockpile 
would suffice to maintain the survivors of a nuclear attack for only a 
few weeks. Moreover, recent events had proved the importance of 
having reserve stocks of oil. even for limited emergencies, and 
arrangements were in fact being made to build up a strategic reserve 
of oil. Even if it was undesirable to include a reference to the 
stockpiling of food and oil in this White Paper, it might be necessary 
to indicate during the Defence debate that a review of stockpiling was 
being undertaken both for global war and for other emergencies. 

(e) The United Kingdom Permanent Representative on the 
North Atlantic Council had pointed out that the figures in 
paragraph 24 comparing defence expenditure in 1955 by the North 
Atlantic Treaty countries might subsequently be used as an argument 
against the United Kingdom by France and, later, by Germany. The 
figures for 1956 were likely to show our relative expenditure in a less 
favourable light, especially in comparison with France. On the other 
hand, these figures illustrated forcibly the present defence burden 
borne by this country. The increase in French defence expenditure 
was mainly due to the operations in Algeria. 

(/) It would be desirable that full use should be made of the 
charter air line companies for the movement of units of the Central 
Reserve. Proposals on these lines were already being considered. 

(g) The Chancellor of the Exchequer expressed concern about 
the cost of providing aircraft and guided weapons for the Royal 
Navy. It was recognised in paragraph 27 that naval forces would not 
for the most part contribute to the main deterrent and we could not 
afford to provide tactical nuclear equipment. 

. * Previously recorded in a Confidential Annex. 
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In reply it was stated that, under the revised defence programme, 
very substantial reductions would be made in the naval forces. The 
Royal Navy had an- impor tant role in limited wars and for this 
purpose it was essential that it should have up-to-date aircraft and 
anti-aircraft guided weapons. 

(h) If the required increase in regular recruitment was to be 
achieved, it would be necessary to incur additional expenditure on 
improving conditions of service in the forces. It would also be 
important to pay fair compensation to existing officers whose service 
was prematurely terminated as a result of the reductions in the total 
size of the forces. The terms of compensation to be offered in these 
circumstances should be agreed between the Treasury and the Service 
Departments before the Defence debate. 

(0 The paragraphs dealing with the ending of National Service 
and the reductions in the total size of the United Kingdom forces 
raised difficult problems of presentation. The recent discussions 
about the withdrawal of Certain British forces from Germany 
indicated that there was likely to be considerable concern among 
Western European Union countries and in the North Atlantic Treaty 
Organisation about these proposals. There was a risk that the 
German Government might not ratify the recent agreement to 
provide £50 millions for the support of British troops in Germany 
when the extent of the proposed further reductions in British forces 
was made known. It might therefore be desirable to describe our 
objective in rather more general terms, and to give an undertaking 
that our Allies would be consulted about the scale and timing of the 
proposed reductions. 

On the other hand, these reductions were the main feature of the 
new defence policy and unless firm decisions on the ultimate size of 
the forces were made and published now, the planned savings in 
future defence expenditure would not be achieved. In any event, 
the reductions would be spread out over a period of about six years; 
and in March 1958, there would still be about 620,000 men in the 
forces, compared with the.present strength of about 700,000. If this 
was made clear in the White Paper there could be no justification for 
any German repudiation of the agreement to provide £50 millions 
during 1957-58 towards the cost of maintaining British troops in 
Germany in that year. Moreover, if the White Paper reaffirmed the 
Governments intention to plan ultimately for all-regular forces, it 
would be impossible to conceal the probable total size of such forces. 
A figure of 320,000 had been quoted by the Minister of Labour 
during a debate in Parliament in .1956. 

(/) The Chiefs of Staff emphasised that a reduction in the total 
strength of the forces to 375,000 could not be justified on strictly 
military grounds. The threat of Communism had in no way 
diminished and, since the planned reductions in British forces would 
not, in the event, be counter-balanced by any comparable increases 
in the forces of the other countries in the Western Alliances, the total 
forces available for the defence of the free world would be reduced. 
Though no precise estimate could be given of the forces required for 
sound military planning, the further reduction now proposed from 
the previous target figure of about 410,000 would result in a 
disproportionate loss of fighting units. The Chiefs of Staff therefore 
considered that it should be made clear in the White Paper that the 
decision to reduce the forces eventually to 375,000 was dictated 
primarily by economic needs. 

Summing up, The Prime Minister suggested that the concluding 
paragraphs of the White Paper dealing with the problems of 
manpower should be revised to take account of the points made in 
the discussion. The political difficulties of our Allies, particularly of 
the German Government, could not be ignored. It might therefore 
be preferable to begin these paragraphs by referring to our traditional 



reliance on regular forces, and our declared intention to revert to this 
practice as soon as possible. It should also be emphasised that this 
country would continue fully to honour its commitments under our 
various regional pacts; that the programme of reductions would be 
kept under continual review in the light of changes in strategic 
circumstances; that the reduction would be spread over a period of 
six years; that only a small proportion of the programme would be 
carried out during 1957-58; and that we would work in close 
consultation with our Allies. He undertook to prepare revised 
paragraphs on these lines which, together with the amendments 
already agreed, would be incorporated in a further draft of the White 
Paper to be circulated for consideration by the Cabinet early in the 
following week. 

The Cabinet— 
(1) Invited the	 Foreign Secretary to prepare a revised draft of 

the opening paragraphs of the White Paper. 
(2) Invited	 the Chancellor of the Exchequer to arrange for a 

preliminary costing of the proposals in the White Paper 
to be made before the forthcoming debate on Defence. 

(3) Invited	 the Service Ministers, in consultation with the 
Chancellor of the Exchequer, to consider the terms of 
compensation for officers whose services were pre
maturely terminated as a result of the reductions in the 
forces. 

(4) Took note that the Prime Minister would prepare a revised 
draft of the paragraphs dealing with manpower. 

(5) Agreed to give further consideration to a revised draft of the 
White Paper at a meeting early in the following week. 

Industrial 2. The Minister of Labour said that the employers in the 
Disputes. engineering industry had now intimated that they would be 
(Previous prepared to enter into direct discussions with the unions, as a 
Reference: preliminary to the submission of the dispute to a Court of Enquiry, 
C C . (57) 25th provided that the conditions of negotiation were the same as those 
Conclusions, adopted by the employers in the shipbuilding industry. The unions' 
Minute 5.) representatives appeared to have accepted this proposal, though with 

considerable reluctance. In these circumstances, if the representatives 
of the employers offered a wage increase of less than 5 per cent., as 
seemed not unlikely, the negotiations might break down rapidly and 
there could be no certainty that the unions would be prepared to 
withdraw the strike notices which had been issued to take effect on 
30th March. 

The Minister of Transport said that the Amalgamated Society of 
Locomotive Engineers and Firemen (A.S.L.E.F.) had declined to give 
the undertakings regarding increased efficiency which the National 
Union of Railwaymen (N.U.R.) were willing to give in consideration 
of the proposed wage increase of 5 per cent. Until they had done so 
the British Transport Commission were not prepared to pay the 
footplate men more than the wage increase of 3 per cent, which the 
arbitrator had awarded. 

The Cabinet— 
Took note of these statements. 
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Singapore. 
(Previous 
Reference : 
C C  . (57) 15th 
Conclusions, 
Minute 3.) 

3 C C . 27 (57) 

The Cabinet had before them a memorandum by the Colonial 
Secretary (C. (57) 78) about the current negotiations on a new 
constitution for Singapore. 

The Colonial Secretary said that he had been able to reach 
agreement with the Singapore delegation on all matters which the 
Cabinet had considered to be fundamental, with two exceptions. We 
had proposed that we should be entitled to determine unilaterally 
what questions could properly be dealt with by the Internal Security 
Council, and that the United Kingdom representative should be 
empowered to require The Queen's representative to reserve for Her 
Majesty's pleasure any legislation which appeared to him to affect 
our ability to discharge our responsibilities for external affairs and 
defence. In each instance the Singapore delegation had claimed that, 
if they were to concede these stipulations in the form in which we 
sought them, they would expose themselves to the charge that they 
had agreed to the perpetuation of Colonial rule. They had therefore 
proposed that it should be for the Internal Security Council itself to 
decide whether a matter in dispute was a matter of internal security 
with which the Council could properly deal, and that the power of the 
United Kingdom's representative to require legislation to be reserved 
for The Queen's pleasure should depend upon its being established, 
if necessary by a ruling of the Internal Security Council, that the 
issues involved were genuinely issues of defence and external affairs 
and not issues of internal security. In return for this proposed 
limitation of our power of veto they had offered to incorporate in 
the constitution additional sanctions compelling the Government of 
Singapore to meet any requirements of the United Kingdom 
Government which were shown to relate genuinely to defence and 
external affairs; and they had also proposed that, if the Government 
of Singapore failed to meet the obligations imposed on them either 
by a vote of the Internal Security Council or by a United Kingdom 
requirement in the field reserved to us, the United Kingdom 
representative should be empowered to require The Queen's 
representative to make an Order, having the force of law, to ensure 
that the obligations were met. 

As a result of these counter-proposals we should lose the 
unilateral veto which we had hoped to retain over the proceedings in 
the Internal Security Council, and the effective decision in that 
Council would be transferred to the representative of the Federation 
of Malaya who would enjoy a casting vote. Nevertheless the interests 
of the Federation were likely to coincide with our own and it was 
probable that conservative elements would remain in power in 
Malaya for a considerable time to come. We might therefore be 
risking relatively little if we accepted the proposals of the Singapore 
delegation, while if we rejected them we should sacrifice the advantage 
of a settlement with good will. The Singapore delegation, which 
included the leader of the People's Action Party, comprised all the 
elements favourable to us in Singapore who were likely to command 
a majority there. If we failed to reach agreement with this delegation 
we should be unable to achieve a satisfactory settlement with the 
more extreme elements who would replace them. 

In discussion the view was expressed that the weakening of our 
direct authority which was inherent in the counter-proposals of the 
Singapore delegation carried potentially grave risks, particularly in 
connection with any Bill affecting the functions of the police. It was 
a major decision, profoundly affecting the interests of several 
members of the Commonwealth, to accept an arrangement under 
which our effective control of our last major base in the Far East 
would become dependent on the continued existence of a sympathetic 
Government in Malaya. It could be argued, from this point of view, 
that we should insist on an unqualified right to reserve legislation for 
Her Majesty's pleasure as we had done under the constitution of 
Northern Ireland. On the other hand, we should be retaining in 



Singapore, as we had not in Northern Ireland, the ultimate power to 
suspend the constitution itself; and, although it would be preferable 
to exercise that power with the support of the Internal Security 
Council, our rights of suspension would, juridically, be completely 
unfettered. Moreover, the proposals of the delegation merely 
reflected a continuance of the present state of affairs in Singapore. 
It had not recently been politically feasible for the Governor to 
contemplate reserving a Bill and he had had to rely, in the last resort, 
on the power to suspend the constitution. In a bona fide dispute in 
the Internal Security Council, on which differing opinions might 
legitimately be held, we could reasonably count on the support of 
the Federation representative; while, if the dispute was motivated 
by political considerations, the situation would, in any event, be one 
which could be dealt with only by the suspension of the constitution. 
There was no easy solution to the political problem of maintaining a 
British base in a remote territory peopled by an alien community, and 
if there was any prospect of achieving this objective by consent it was 
in our interest to take advantage of it. 

The Cabinet— 
Approved the proposals in C. (57) 78. 

Cabinet Office, S.W.I, 
1st April, 1957. 
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Lord Salisbury.

Statement on 
Defence, 1957. 
(Previous 
Reference: 
C C . (57) 26th 
Conclusions, 
Minute 1.) 

3 C C . 28 (57) 

 1. The Prime Minister said that Lord Salisbury had come to 
the conclusion that he could not support the Cabinefs decision to 
terminate the detention of Archbishop Makarios in the Seychelles 
( C C . (57) 25th Conclusions, Minute 4) and had decided on that 
account to resign from the Government. 

, The Prime Minister said that he felt sure that all his colleagues 
in the Cabinet would have learned of Lord Salisbury's decision with 
regret. They would feel deeply the loss of his support and counsel. 
For h im personally it was a great sorrow to be parted from a 
colleague and friend with whom he had worked in harmony for so 
many years. 

2. The Cabinet had before them a note by the Secretary of the 
Cabinet (C. (57) 84) covering a revised draft of the Statement on 
Defence, 1957, and a further revised draft which was handed round 
by the Minister of Defence at the meeting. 

The Cabinet considered the latest draft paragraph by paragraph, 
and various detailed amendments were suggested and approved. 

In discussion the following points of substance were made: — 
(a) It would be desirable to give rather more emphasis to the 

essential role of civil defence. 
(h) The omission of any reference to the strategic stockpile of 

food could be accepted. A decision should however be taken in the 
near future about the policy of stockpiling food and oil, not only for 
major war but also for limited emergencies. 

(c) The Chiefs of Staff said that the paragraphs dealing with 
manpower did not make it sufficiently clear that the proposed 
reduction in the total size of the Forces was dictated primarily by 
economic considerations and could not, in their view, be justified on 
military grounds alone. The point would be met if the opening part 
of paragraph 45 in the draft circulated under C. (57) 84 was inserted 
at the beginning of paragraph 46 of the later draft. 

(a1) It would be desirable to include a figure for the target 
strength of the all-regular Forces in 1962, since a more general 
statement was likely to give the impression that the total strength 
would be below the target figure envisaged. Account should also 
be taken of Colonial forces and other personnel recruited overseas, 
which were of value in meeting oversea defence commitments. The 
method of expressing this point should be considered further by the 
Minister of Defence in consultation with the Foreign Secretary. 

(e) The Supreme Allied Commander, Europe, had already been 
informed that the two Territorial Army Divisions at present 
earmarked as reinforcements for Europe in a global war could not 
be provided. He had not expressed concern about this decision since 
he realised that the units could not be trained and transported to 
Europe in time to make a significant contribution. F rom the point 
of view of maintaining the morale of the Territorial Army, however, 
it would be important to emphasise that the units would still be 
trained as fighting formations although their primary assignment 
would be to home defence. 

(/) In the paragraphs dealing with research and development it 
would be desirable to include examples of the projects which were to 
be abandoned in order to curtail demands on scarce manpower and 
resources. On the other hand it might be unwise at this stage to 
state categorically that there would never be a requirement for 
supersonic bombers or for further developments in fighter aircraft, 
since there could be no certainty that guided weapons and ballistic 
rockets would meet all future needs. 

(g) While it would be important to state that the recent 
agreement with the United States for the supply of ballistic missiles 



would afford us a welcome economy of both time and money, specific 
references to the possible scope of the future programme of joint 
research with the Americans in this field should be avoided at this 
stage. 

(h) The Minister of Defence emphasised that the success of the 
new policy depended entirely on the reduced forces being well 
equipped and on the necessary steps being taken to encourage regular 
recruitment. F rom the latter point of view it would be essential to 
offer terms of compensation which were patently fair to the officers 
and other ranks whose services were prematurely terminated as a 
result of the reduction in the forces. 

(/) In previous years the Statement on Defence had included a 
number of statistical tables. These would now be published as a 
separate White Paper at a later date. 

(/*) The Australian Prime Minister had asked for advance 
information about the proposals in the White Paper since there was 
to be a debate on defence in the Australian Parliament on 4th April. 
It was agreed that this request should be met and that summaries 
should also be sent in confidence to the Governments of Canada and 
New Zealand through the United Kingdom High Commissioners. 

(k) Advance information about the proposals in the White Paper 
should also be given to the Governments of the members of Western 
European Union and the North Atlantic Alliance through H.M. 
Ambassadors to the countries concerned, who could take the 
opportunity of explaining particular points of interest to the 
individual countries. 

The Cabinet— 

(1) Invited	 the Minister of Defence, in consultation with the 
Foreign Secretary, to consider further the drafting of the 
paragraph about the strength of the all-regular forces in 
1962. 

(2) Subject	 to Conclusion (1) above, approved the draft 
Statement on Defence, 1957, as amended in discussion. 

(3) Agreed	 that the Statement on Defence, 1957, should be 
published on 4th April. 

(4) Took	 note that the statistical tables relating to defence 
expenditure and manpower would be published later as 
a separate White Paper. 

(5) Invited	 the Commonwealth Secretary to arrange for the 
Governments of Canada, Australia and New Zealand to 
be given in confidence advance information of the 
proposals in the Defence White Paper. 

(6) Invited	 the Foreign Secretary to arrange for H.M. 
Ambassadors in the countries concerned similarly to 
inform the other members of the Western European 
Union and the North Atlantic Treaty Organisation. 

industrial 3. The Minister of Labour said that the Executive Committee 
Disputes. of the Confederation of Shipbuilding and Engineering Unions had 
(Previous now decided to recommend to the unions concerned that strike action 
Reference: should be suspended while the Courts of Enquiry were sitting. This 
C.C. (57) 26th recommendation had still to be considered by the unions, and their 
Conclusions, response was unpredictable. The attitude of the Amalgamated 
Minute 2.) Engineering Union would probably decide the issue. 

The Cabinet-

Took note of this statement. 



Parliament,

Suez Canal. 
(Previous 
References: 
C.C. (57) 14th 
Conclusions, 
Minute 3, and 
C.C. (57) 24th 
Conclusions, 
Minute 3.) 

Payments to 
Egypt. 

Sudan.
Currency.

 4. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

The Chancellor of the Exchequer would open his Budget on 
9th April. The debate on the Budget resolutions would occupy the 
succeeding two days and would be completed on 15th April. 

Parliament would be adjourned for the Easter recess from 
18th April to 30th April. 

5. The Cabinet had before them a note by the Chancellor of 
the Exchequer (C. (57) 85) covering a report by officials on the 
reinstatement of facilities for certain current payments between 
residents of the sterling area and Egypt. 

In a preliminary discussion it was agreed that, although the 
technical preparations for the introduction of the proposed No. 3 
Account should continue to be studied, it would be premature to 
authorise the Bank of England to open discussions with the National 
Bank of Egypt with a view to the establishment of such an Account 
until the prospect of reaching a satisfactory settlement of the future 
administration of the Suez Canal could be more accurately assessed. 

The Cabinet— 
(1) Invited the Chancellor of the Exchequer, in consultation	 with 

the Foreign Secretary, to arrange for further consideration 
to be given to the technical preparations for the 
introduction of a No. 3 Account for current payments 
between the sterling area and Egypt, on the understanding 
that no communication on this subject would be made 
for the time being to the National Bank of Egypt. 

(2) Agreed	 to resume their discussion of C. (57) 85 at a later 
meeting. 

 6. The Cabinet had before them a memorandum by the Foreign 
 Secretary (C. (57) 87) recommending that authority should be given 

for the release to the Sudan Government of £15 millions of the 
Egyptian sterling balances in connection with the redemption of the 
Egyptian currency at present circulating in the Sudan. 

The Foreign Secretary said that any release from the Egyptian 
sterling balances would diminish the Egyptian funds available to meet 
the claims of British subjects whose assets had been sequestrated in 
Egypt. On the other hand, the Sudan Government considered that 
they had a valid claim in equity to a proportion of the Egyptian 
sterling balances which had accrued during the period when the two 
countries had constituted a single monetary unit, and we had already 
undertaken to release to the Sudan, in connection with the 
redemption of Egyptian currency, any sum which was acceptable to 
the Egyptian Government. The latter had now agreed to the release 
of a sum sufficient to redeem the whole of the Egyptian currency in 
question, which the Sudan Government estimated at £20 millions. 
It was in our interests to retain the good will of the Sudan 
Government, both for the sake of our air staging rights at Khartoum 
and because of the strategic position which the Sudan occupied in 
Africa. He recommended, therefore, that the claim of the Sudan 
Government should be met by an offer to release £15 millions from 
the Egyptian sterling balances, either in one sum or in instalments of 
£10 millions forthwith and the remainder at the end of the year. 

The Chancellor of the Exchequer said that he accepted the need 
for the proposed release, despite the reduction in the Egyptian assets 



which would remain under our control. A single payment of £15 
millions would be preferable to a release in two instalments, if it were 
understood that this would represent a final settlement of the question. 

The C a b i n e t -
Approved the release to the Sudan Government of £15 
millions, in a single sum, from the Egyptian sterling 
balances, in final settlement of their claim in connection 
with the redemption of Egyptian currency circulating in the 
Sudan. 

Cabinet Office, S.W.I. 
2nd April, 1957. 
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 1. The Minister of Labour said that the recommendation of the 
 Executive Committee of the Confederation of Shipbuilding and 
 Engineering Unions that strike action should be suspended in the 

 shipbuilding and engineering industries while the Courts of Enquiry 
 were sitting had been endorsed by the unions concerned by a vote 

 of 710,177 to 449,162. Since the Amalgamated Engineering Union 
 had 500,000 votes and the National Union of General and Municipal 

Workers had 95,000 votes, it was clear that these two unions had, 
in effect, determined the majority view and that the bulk of the 
smaller unions had favoured the continuance of the strikes. It would, 
however, be at least a week before the first report from the Courts of 
Enquiry would be available, and it was doubtful whether, after that 
interval, it would be practicable for the unions to reinstate strikes 
which did not seem to have aroused much enthusiasm among the 
men. 

The Cabinet-

Took note of this statement. 

2. The Foreign Secretary said that the United States 
Government had just received a reply to their latest communication 
to the Egyptian Government. This appeared to be wholly 
unsatisfactory. They intended to send a message expressing their 
disappointment and giving the Egyptian Government an opportunity 
to modify their attitude. It was unlikely, however, that the Egyptian 
Government would be prepared to do so and we should shortly need 
to decide how we should deal with the situation which had now 
emerged. 

The French Government had already intimated that, if the 
Egyptian reply did not adequately safeguard the six principles 
adopted by the Security Council on 13th October, 1956, they would 
refer the issue to the Security Council. At the same time, however, 
they hoped that we and the United States Government would join 
them in a tripartite declaration to the effect that Canal dues should 
be paid to the Bank of International Settlements, not under protest 
but on condition that the Bank should remit 50 per cent, to the 
Egyptian Canal Authority, 5 per cent, to the Egyptian Government 
as royalty, and 25 per cent, to an improvement fund, and should 
block the remaining 20 per cent, until agreement had been reached, in 
accordance with the six principles, about tariffs, improvements, 
arbitration and compensation. The response of the Egyptian 
Government to a declaration of this kind would be a test of their 
intentions. If they rejected the six principles outright, the French 
Government proposed that the declaration should be abandoned 
and that the issue should be referred to the Security Council on the 
basis of the Egyptian failure to comply with the six principles. If 
we and the United States Government felt unable to adopt this 
course, the French Government might be obliged ultimately to follow 
us, but they were not prepared to participate in what they would 
regard as a tripartite retreat. 

In discussion there was general agreement that we had no means 
of compelling the Egyptian Government to accept our requirements 
apart from economic pressure which would, in any case, take a 



considerable time to become effective. The issue should therefore be 
referred to the Security Council, preferably on the initiative of the 
United States Government. If discussion was blocked by the Soviet 
veto, the matter could then be raised in the General Assembly. If 
we failed to obtain an adequate majority in the General Assembly, 
it would be necessary to invite the United States Government to 
implement their undertaking at the Bermuda Conference to condemn 
publicly the action of the Egyptian Government and to organise the 
maximum of economic pressure on Egypt. It might also be desirable, 
in these circumstances, to reconsider our own policy towards the 
United Nations. 

But it would be necessary to decide also the extent to which we 
envisaged that, while discussions were proceeding in the United 
Nations, British ships should use the Suez Canal and the method by 
which Canal dues should in that event be paid. It would be unwise to 
adopt, in either respect, an attitude which we could not sustain. At 
present British ships were being advised to refrain from using the 
Canal and the ships of other nations were being influenced in the 
same direction. It was unlikely that this voluntary boycott of the 
Canal could be continued much longer; but it should be maintained 
for as long as possible; and, if it broke down after discussions had 
been begun in the United Nations, our position would be less 
indefensible in the eyes of public opinion than if we had consented 
to our shipping resuming the use of the Canal while making no further 
attempt to organise international pressure on the Egyptian 
Government. 

Payments to On this hypothesis it might become necessary in the near future 
Egypt. to resume the payment of port charges and other ships' disbursements. 

If a new No. 3 Account was opened for this purpose, on the lines 
suggested in the note by the Chancellor of the Exchequer (C. (57) 85) 
it should receive also the Canal dues. Moreover, it would be in the 
interests of our international trade that this Account should also be 
used for current payments from Transferable Account countries and 
from the rest of the sterling area, and for current payments by our own 
traders provided that the Egyptian restrictions on payments to the 
United Kingdom were withdrawn. No indication should, for the 
moment, be given to the Egyptian Government or the National Bank 
of Egypt that v/e contemplated arrangements of this kind; but we 
should be ready to put them into effect when it became necessary to 
indicate our policy about the payment of Canal dues. It was for 
consideration, however, whether, shortly after the issue had been 
referred to the Security Council, we should make it clear, preferably 
in conjunction with the United States and French Governments, that 
we would pay Canal dues only under protest or with " double 
b locking" of a corresponding portion of the Egyptian sterling 
balances, and should seek to persuade other users of the Canal to 
adopt a similar course. The " double blocking " of Egyptian assets 
might prove an embarrassment in the long term; but the payment of 
the Canal dues under protest might not be without value if it was 
possible to organise the Suez Canal Users' Association as the channel 
through which all users of the Canal would deal with the Egyptian 
Canal Authority on this basis. 

The C a b i n e t 

(1) Agreed to resume their discussion at a later meeting. 
(2) Approved, in principle, the proposals in C.	 (57) 85 about the 

method of reinstating facilities for current payments 
between residents of the sterling area and Egypt. 

(3) Invited the	 Chancellor of the Exchequer to defer action on 
these proposals for the time being and to seek the Prime 
Ministers approval to the appropriate moment for their 
implementation. 
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3. The Cabinet had before them a note by the Chancellor of the 
Exchequer (C. (57) 81) covering a report by officials about the 
association of overseas territories with the European Customs and 
Economic Union and the European Industrial Free Trade Area. 

The Chancellor of the Exchequer said that the Customs and 
Economic Union Treaty provided for the association of French and 
Belgian overseas territories with the Customs Union on terms whereby 
the six countries concerned would gradually establish a common 
tariff against imports.from the rest of the world, while their tariffs 
against imports from French and Belgian overseas territories, and 
the tariff of the French overseas territories against goods from the 
rest of the six countries, would be reduced on a discriminatory basis. 
It was necessary therefore to consider, in the light of the damage 
which our exports and those of our Colonies would probably suffer 
as a result, whether it would be to our advantage to continue our 
attempt to negotiate, in the Organisation for European Economic 
Co-operation, an industrial free trade area, excluding all overseas 
territories, while seeking adjustments in the. arrangements of the 
Customs Union to mitigate the harm to the interests of ourselves and 
our Colonies; or whether we should attempt to expand our 
association with the new European grouping to include either our 
African territories or, possibly, the whole of the Commonwealth. 

In discussion it was agreed that the first of these two courses was 
to be preferred. The damage which it might inflict on United 
Kingdom and Commonwealth interests was likely to be relatively 
limited; whereas the second course, whichever form it took, would 
necessitate the investigation of very complex issues which would not 
only retard the negotiation of the industrial Free Trade Area but 
might also prejudice our ability to maintain the position which we 
had taken up on the exclusion of agricultural products. Moreover, 
it was emerging that the majority of our own Colonial territories 
were at present averse from participating in a free trade area; and it 
would be wise, in any event, to be cautious in associating ourselves 
with French proposals which might appear to be directed to the 
exploitation of Colonial resources in Africa. 

The Cabinet— 
Endorsed the proposals in C. (57) 81. 

4. The Cabinet had before them a memorandum by the 
Minister of Power (C. (57) 82) submitting proposals about the price 
policy of the fuel and power industries. They also had before them 
memoranda by the Minister of Transport and the President of the 
Board of Trade (C. (57) 83 and 86) on the implications of these 
proposals for the British Transport Commission and for the export 
trade. 

The Minister of Power said that the fuel and power industries 
should be allowed to increase their prices to an extent which would 
permit them both to cover the current deficits arising from increases 
in wages and other operating costs and to make adequate provision 
for the maintenance, replacement and normal improvement of their 
capital assets. This would entail price increases varying from 4 per 
cent, to 10 per cent., designed to yield £92 millions to meet increased 
costs and an additional £48 millions to meet capital requirements. 
These increases would be equivalent to a rise of 0-7 per cent, in the 
cost of living; but, if they were not brought into effect, the Exchequer 
would be compelled to advance equivalent amounts and the 
consequential Government borrowing would be no less inflationary. 
Although his proposals would result in the railways incurring 
increased costs for coal, it was not essential, in his opinion, that the 
Transport Commission should be obliged to follow precisely the 
same price policy. 
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Cyprus. 
(Previous 
Reference: 
C C . (57) 25th 
Conclusions, 
Minute 4.) 

The Minister of Transport said that he did not dissent from the 
view that the nationalised industries should be obliged to cover their 
operating costs. But the proposal that they should also be required 
to meet from revenue a much greater proportion of their capital 
needs would have serious consequences for the railways. They would 
be compelled to make substantial increases on traffic generally, 
coupled with very heavy increases on selected traffics. It might be 
necessary, for example, to raise the charges for certain coal traffic 
by as much as 50 per cent. Increases of this magnitude would imply 
a clear departure from the existing policy of price restraint and might 
have serious consequences. 

The Chancellor of the Exchequer said that the price policy of the 
nationalised industries should be examined in the wider context of 
the inter-relation of prices and wages. He would prefer to postpone 
consideration of this complex subject until after the Budget, when 
both he and the Minister of Labour proposed to circulate memoranda 
on the question. 

In further discussion it was noted that, in order to cover 
increases in operating costs, the Transport Commission would in any 
event wish to lodge with the Transport Tribunal forthwith an 
application to enable them to continue to maintain the current 3d. 
minimum fare in London after the temporary additional duty on fuel 
had been withdrawn. Any such action would be represented, 
however, as a serious breach of faith with the public, for which the 
Government would be held partly responsible. It would be 
preferable that the Transport Commission should reduce the 
minimum fare to 2\d. as soon as the additional duty on fuel was 
removed, and should then apply forthwith to the Transport Tribunal 
for authority to restore the 3d. minimum fare in order to cover 
increased operating costs resulting from the wage award which had 
been made while the additional duty was in force. 

The Cabinet— 
(1) Agreed to resume their consideration of C. (57) 82, 83 and 86 

at a later meeting. 
(2) Invited the Chancellor of the Exchequer	 and the Minister of 

Labour to circulate memoranda on the relationship 
between prices and wages. 

(3) Invited the Minister	 of Transport to be guided by the views 
expressed during their discussion about the 3d. 
minimum fare. 

5. The Prime Minister said that the Cabinet had agreed that a 
re-examination of the future value of Cyprus as a British military 
base should be carried out. The implications of a partition of the 
Island, however, transcended purely defence considerations, and he 
now proposed that a review of these implications should be 
conducted by a small Steering Committee, representative of the 
Departments concerned, under the chairmanship of the Secretary of 
the Cabinet. It would be appropriate that it should include an 
examination of the scope for reducing forthwith further expenditure 
on military works in the Island. 

The Cabinet— 


Took note, with approval, of this statement. 




 3 

T H I S D O C U M E N T I S T H E P R O P E R T Y O F H E R B R I T A N N I C M A J E S T Y ' S G O V E R N M E N T 

Printed for the Cabinet. April 1957 

SECRET Copy N o .

C.C. (57) 
30th Conclusions 

CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at 10 Downing Street, S.W. I, 

on Monday, 8th April, 1957, at 12 noon 

Present: 

The Right Hon. Harold Macmillan, M.P., Prime Minister. 
The Right Hon. VISCOUNT KILMUIR, The Right Hon. The EARL OF H O M E , 

Lord Chancellor. Secretary of State for Commonwealth 
Relations and Lord President of the 
Council. 

The Right Hon. ALAN LENNOX-BOYD, The Right Hon. JOHN MACLAY, M.P., 
M.P., Secretary of State for the Secretary of State for Scotland. 
Colonies. 

The Right Hon. DUNCAN SANDYS, M.P., The Right Hon. Sir DAVID ECCLES, 
Minister of Defence. M.P., President of the Board of Trade. 

The Right Hon. D. HEATHCOAT AMORY, The Right Hon. IAIN MACLEOD, M.P., 
M.P., Minister of Agriculture, Minister of Labour and National 
Fisheries and Food. Service. 

The Right Hon. HENRY BROOKE, M.P., The Right Hon. LORD M I L L S , Minister 
Minister of Housing and Local of Power. 
Government and Minister for Welsh 
Affairs. 

The Right Hon. HAROLD WATKINSON, Dr. The Right Hon. CHARLES H I L L , 
M.P., Minister of Transport and Civil M.P., Chancellor of the Duchy of 
Aviation. Lancaster. 

The following were also present: 
The Right Hon. EDWARD HEATH, M.P., Sir FREDERICK HOYER MILLAR, Foreign 

Parliamentary Secretary, Treasury. Office. 
Mr. H. BEELEY, Foreign Office 

Secretariat: 
The Right Hon. Sir NORMAN BROOK. 
Mr. B . St. J . TREND. 
Mr. H. O. HOOPER. 



CONTENTS 


Suez Canal. 




Suez Canal. 
(Previous 
Reference: 
C.C. (57) 29th 
Conclusions, 
Minute 2.) 

The Cabinet had before them telegrams from Washington 
(Nos. 826, 827 and 828) in which H.M. Ambassador reported that 
the United States Government had not yet decided whether it would 
be wiser that they should themselves pursue negotiations with the 
Egyptian Government on the future control ' of the Suez Canal or 
that the issue should now be referred to the Security Council. 

The Prime Minister said that there were disadvantages in either 
of these, courses. , If the United States Government, continued to 
negotiate direct with the Egyptian Government, the other Govern
ments concerned would find themselves in difficulty if the negotiations 
resulted in proposals for a settlement which they could not accept. 
Moreover, the United States Government seemed to contemplate 
that this policy might involve restoring a more normal relationship 
between the United States and Egypt. It would be unfortunate if, 
as a result, they relaxed the current restrictions on Egyptian assets 
in the United States or renewed financial aid to Egypt. If, on the 
other hand, the issue was now formally submitted to the Security 
Council, the Egyptian Government might interpret this as a 
provocative gesture and might seek, in retaliation, to discriminate 
against United Kingdom and French shipping by refusing, for 
example, to accept payment of Canal dues in transferable sterling 
or to permit transit of the Canal until their claims for war damage 
had been satisfied. 

There were, however, political advantages in invoking the 
Security Council, and it might be possible to combine the alternative 
courses which the United States Government had in mind. On this 
basis the United States would report to the Security Council the 
result of their current negotiations with the Egyptian Government 
and would indicate that they would be prepared, if. the Council so 
wished, to continue these exploratory discussions, their representa
tives being assisted by advisers drawn from the Suez Canal Users' 
Association and international shipping organisations. This proposal 
might be the subject of a general discussion in the Security Council, 
without a formal resolution which might invite a Soviet veto. If the 
proposal commanded general acceptance, the United States 
Government would then offer to report back to the Security Council 
the outcome of their further negotiations. 

This procedure would avoid any impression that the Security 
Council was being used to mobilise world opinion against Egypt : 
on the other hand, it would have obvious advantages from the point 
of view of political presentation both in this country and in France. 
Moreover, it would provide time in which interim arrangements 
might be made for the passage of United Kingdom shipping through 
the Canal and for the payment of Canal dues under protest ; and, 
if the Egyptian Government attempted to discriminate against United 
Kingdom and French ships, it would be advantageous if United 
States representatives were engaged in negotiations at the time. The 
essential feature of the proposed arrangements would, however, be 
the stipulation that the United States Government should report 
back to the Security Council the result of their further negotiations. 
This should ensure that the United States Government acted as the 
agent of the Security Council and should remove, any impression 
that the nations interested in the Suez Canal were resigned to 
accepting any settlement with the Egyptian Government, however 
unsatisfactory it might be. 

In discussion it was suggested that there might be some 
advantage if the United States Government first proposed to the 
Egyptian Government that Egyptian representatives should attend 
a conference of the nations primarily interested in the Canal, the 
terms of reference being based on the six principles endorsed by the 
Security Council on 13th October, 1956. If the Egyptian Government 
rejected this proposal, they would have demonstrated their 
intransigence afresh and the submission of the issue to the Security 



Council would be even more clearly warranted. As against this it 
was argued that some ships would resume transit of the Canal in 
the near future, and the Government would be in a difficult position 
if they had not by then taken some further action which would 
justify, them in allowing United Kingdom ships to use the Canal 
without prejudice to the ultimate settlement. If the Egyptian 
Government rejected the proposal for a conference, there would be 
no basis on which we could allow United Kingdom ships to resume 
transit of the Canal without appearing to prejudge the main issue. 
If, on the other hand, the Security Council had already accepted in 
principle a United States offer to pursue negotiations with the 
Egyptian Government on behalf of the Council, we should be on 
stronger grounds in maintaining that our action in allowing United 
Kingdom ships to resume the use of the Canal and to pay transit 
dues under protest was without prejudice to the outcome of these 
negotiations. Even if the discussions between the United States and 
Egyptian Governments did not yield a satisfactory settlement, it 
would be more difficult for the Egyptian Government subsequently to 
discriminate against our shipping if we had in fact been using the 
Canal in the meantime. 

In further discussion it was agreed that the views of the 
French Government should be sought on the proposal that the 
United States Government should pursue their negotiations with 
the Egyptian Government on behalf of the Security Council, and 
also on the suggestion that one of the non-permanent members of 
the Security Council should be invited to propose a conference 
between the Egyptian Government and the countries principally 
interested in the Suez Canal. In either case, however, our objective 
would be to retain freedom of manoeuvre in the further negotiations 
with the Egyptian Government while allowing United Kingdom and 
French shipping to begin to use the Canal again without prejudging 
the final settlement. It would, therefore, be desirable that the 
arrangement whereby United Kingdom ships, in concert with the 
shipping of other nations, would resume transit of the Canal and 
would pay dues to the Egyptian Canal Authority under protest 
should, if possible, be made by the Suez Canal Users ' Association 
on the initiative of the United States Government. 

The Cabinet— 
(1) Invited	 the Minister of State for Foreign Affairs 

(Commander Noble) to instruct H.M. Ambassador at 
Washington to make representations to the United States 
Government on the lines agreed in their discussion. 

(2) Invited the	 Minister of State for Foreign Affairs to inform 
the Foreign Secretary in Paris of the action taken under 
Conclusion (1) above, and to invite him to ascertain the 
views of the French Government as a matter of urgency. 

Cabinet Office, S.W.1, 
8th April, 1957. 
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The Budget. The Chancellor of the Exchequer communicated to the Cabinet 
particulars of the proposals in the forthcoming Budget. 

In accordance with precedent, details are not recorded in the 
Cabinet Conclusions. 

Cabinet Office, S.W.1, 
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Suez Canal. 
(Previous 
Reference: 
C.C. (57) 30th 
Conclusions.) 

1. The Cabinet had before them telegrams from Washington 
(Nos. 830, 833, 834 and 838) in which H.M. Ambassador reported 
that the United States Government, while broadly accepting our 
proposal that the Security Council should be invited to agree that 
they should pursue on behalf of the Council their negotiations with 
the Egyptian Government about the future control of the Suez Canal, 
thought it expedient that they should hold at least one further direct 
discussion with the Egyptian Government before the issue was 
formally referred to the Security Council. 

In discussion it was emphasised that it would be difficult to 
prevent ship-owners from making plans to resume transit of the Suez 
Canal for more than a few more days. The Government would find 
it impossible, however, to justify a position in which British ship
owners were precluded from adopting the more economic route while 
their competitors were free to use it. It was desirable, therefore, 
that the issue should have been referred to the Security Council and 
our own arrangements to pay Canal dues in transferable sterling 
should have been negotiated with Egypt before ships of other 
nations started to use the Canal again on any appreciable scale. 
While we could not object to one further conversation between the 
United States Government and the Egyptian Government before the 
general debate in the Security Council, it should be our objective to 
arrange this debate at the earliest possible moment and to secure, if 
possible at the outset of the proceedings, the general agreement of 
the Council that, since it would take some time to negotiate a final 
settlement with the Egyptian Government, it would be in the interests 
of world trade that an interim basis should be found for shipping to 
resume transit of the Canal. As soon as the Security Council had 
expressed this view a meeting of the Suez Canal Users' Association 
(S.C.U.A.) might be summoned to endorse the Councils conclusion; 
and in the light of that endorsement the Bank of England might then 
be authorised to open discussions with the National Bank of Egypt 
about the arrangements for the payment of C a n a l d u e s by British 
shipping through the proposed No . 3 Account. 

If the initial stages of the debate in the Security Council were 
handled expeditiously, it should be possible for this action to be taken 
while the Council were proceeding to consider the report by the 
United States Government of their discussions with the Egyptian 
Government and the proposal that those discussions should be 
continued on behalf of the Council. In this way we should have 
secured the general endorsement both of the Security Council and 
of S.C.U.A. for a general resumption of use of the Canal while at the 
same time safeguarding our right to maintain that United Kingdom 
shipping would be using the Canal and paying dues to the Egyptian 
Canal Authority only on an interim basis and without prejudice to 
the further discussions which the United States Government would 
conduct, as the agent of the Security Council, with the Egyptian 
Government. There would remain the risk that the Egyptian Canal 
Authority might refuse to accept payment of Canal dues by United 
Kingdom shipping in transferable sterling. But the Egyptian 
Government would find it more difficult to sustain this position if 
our action in resuming transit of the Canal had the general approval 
of the Security Council. 

The Cabinet— 
(1) Took note that the Prime Minister would arrange to	 obtain 

the views of the Foreign Secretary on the course of action 
which had been suggested in their discussion and on the 
probable reactions of the French Government. 

(2) Agreed that, subject to the Foreign	 Secretary's views, H.M. 
Ambassador in Washington should be instructed to seek 
the agreement of the United States Government to the 
course of action suggested in the Cabinefs discussion. 



National 
Service. 
(Previous 
Reference: 
C C . (57) 21st 
Conclusions, 
Minute 2.) 

(3) Invited the Minister of State for Foreign Affairs (Mr. Ormsby-
Gore) to instruct H.M. Ambassador in Washington that, 
for the time being, no communication should be made to 
the United States State Department about our proposals 
for the payment of Canal dues by British shipping in 
transferable sterling. 

2. The Cabinet had before them a memorandum by the Minister 
of Labour (C. (57) 91) on the future of National Service. 

The Minister of Labour said that, on present estimates, the 
Services would need a total of 279,000 National Servicemen up to 
the end of December I960. During the same period there were likely 
to be some 570,000 fit men within the scope of the National Service 
Acts, of whom about 240,000 would be men who had already 
registered and were now on deferment, while the remainder would be 
young men who had not yet registered. It would be impracticable 
to reduce this total to the smaller figure required by the Services by 
raising the medical standards or by any system of extending deferment 
to selected industries. On a purely arithmetical basis, the numbers 
already registered for National Service, together with the 30,000 young 
men who would become available as a result of the registration in 
May this year, would meet the Service requirements up to 1960. In 
practice, however, the margin for contingencies would probably be 
too small, and in the later years the Services would be supplied 
increasingly with older men, most of whom would be University 
graduates or men With professional qualifications. The problem, 
therefore, was to ensure a properly balanced intake into the Services. 
The choice appeared to lie between a system of selection by ballot, 
which was politically unacceptable, or an alternative scheme on the 
lines proposed in his memorandum. Under this scheme the register 
of men available to be called up would, in effect, be divided into two 
sections, one for older men becoming available for call-up on 
completion of their deferment, the other for younger men becoming 
available after registration in the normal way. Within these two 
categories the oldest men would continue, as at present, to be called 
up first. It would be necessary to determine in advance the proportion 
in which men should be called up from the two sections of the 
register. This ratio should initially be two older men to one younger 
man, but these proportions could be adjusted subsequently. If, 
however, more younger men were called up, this would necessitate 
postponing the announcement that men born after a certain date 
would no longer be required for National Service. It was desirable 
that the Government should make such an announcement as early 
as possible, in order to enable the men concerned to plan their careers 
and the Universities and Technical Colleges to prepare their future 
programmes. Admittedly, this scheme would have the result that a 
certain number of older men who had already registered would not be 
called u p ; but this situation would arise equally under any other 
arrangement. The scheme was based on the assumption that the 
necessary improvement in regular recruitment would be achieved. 
Otherwise, further legislation for some new form of compulsory 
National Service would be required. 

In discussion it was recognised that the main advantages of the 
scheme were that it would not require legislation and that it would 
enable the Government to announce at the appropriate time that men 
within the scope of the existing National Service Acts who were born 
after a certain date would not be called up. On the other hand, it 
would involve calling up a greater proportion of older men who might 
otherwise be employed in civil life with greater benefit to the national 
economy; and it might also produce a larger number of technically 



qualified men than the Services could usefully employ. Moreover, it 
would imply that the age of call-up of younger men would rise 
progressively until it reached 21 by early in 1960. Although the 
scheme might initially cause less political controversy than a system 
of selection by ballot, it would inevitably create individual anomalies 
in the later stages. 

Some of these disadvantages might be mitigated if the number of 
men eligible for call-up was reduced by extending the existing 
arrangements for indefinite deferment to cover all graduate teachers, 
agricultural workers and certain selected transport employees. Any 
extension of the principle of deferment on these lines would, however, 
need to be carefully phased in order to avoid overcrowding at training 
colleges. The differences between the age of call-up of the older and 
the younger men under this proposed scheme might also be reduced 
by arranging for the call-up of those at present under deferment in 
the inverse order of age, i.e., the youngest first. This possibility should 
be further examined. 

Improvements in Service conditions would be essential if the 
necessary increase in regular recruitment was to be achieved. On 
present indications the Army would be about 20,000 short of their 
requirement of manpower in 1960. The situation would need to be 
reviewed in 1959, when it should be possible to assess whether the 
improved conditions of service were likely to enable the Army to 
reach their target of 165,000 regulars by 1962. 

If the total strength of the Royal Navy was to be reduced to 
80,000 by 1962, some 1,200 to 1,500 volunteers might have to be 
rejected this year. If, however, voluntary recruitment proceeded at 
the present rate, the total strength of the Navy by 1962 would be about 
90,000. To discourage the traditional flow of volunteers for the Navy 
would be inconsistent with the Governments aim to establish 
all-regular forces. The Minister of Defence was already examining 
the possibility that the Navy, including the Royal Marines, might 
assume some of the responsibilities at present undertaken by the other 
Services. 

Summing up, the Prime Minister said that the balance of 
advantage appeared to be in favour of adopting the proposals put 
forward by the Minister of Labour. It was impossible to forecast at 
present whether the Governments aim of all-regular forces by 1962 
would be achieved or whether there would remain a gap which would 
need to be filled by some form of compulsory service. Under the 
proposed scheme a decision on this question could be deferred until 
the need for some alternative arrangement had been established. The 
suggestions for extending the scope of indefinite deferment and for 
inverting the order of call-up of men at present deferred should, 
however, be further examined. 

The C a b i n e t 
(1) Invited the	 Minister of Labour to consider the suggestions 

made in discussion for extending the scope of indefinite 
deferment and for inverting the order of call-up of men at 
present deferred under the National Service Acts. 

(2) Subject to Conclusion (1) above, approved the proposals in 
C. (57)91. 
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Parliament. .1. The Cabinet were informed of the business to be taken in the 
House of Commons during the week hefore the adjournment of 
Parliament for the Easter recess on 18th April. 

Public Service 2. The Cabinet had before them memoranda by the Secretary 
Salaries. of State for Scotland and the Minister of Health (C. (57) 89) and by 
(Previous the Chancellor of the Exchequer (C. (57) 90) submitting alternative 
References: proposals for an interim increase in the remuneration of doctors and 
C C . (57) 17th dentists in the National Health Service. 
Conclusions,  Minister of Health said that it would be justifiable to offer T h e

M m u t e l and the doctors, whose remuneration had remained stationary for over 
C (57) -Oth  g y e y g  a r S  ; a m o r  e favourable interim adjustment than 5 per cent., and 
Conclusions, award of 1\ per cent, which he proposed would probably prove 
Minute 5.) to be well within the settlement which the Royal Commission would 
Remuneration eventually recommend. While some sections of the medical 
of Doctors and profession would not be influenced in their opposition to the Royal 
Dentists. Commission by any temporary award, the more moderate elements 

were ready to reach a satisfactory interim settlement which would 
enable the profession to collaborate in the work of the Royal 
Commission. An interim increase of 74 per cent, would reinforce the 
authority of these moderate sections of opinion; but it was impossible 
to forecast whether even this higher figure would be a decisive factor 
in dissuading the doctors from withdrawing from the National Health 
Service. If an increase of 1\ per cent, was approved, there would be 
considerable advantage in allowing the distribution of this award to 
be settled by discussion with the profession. 

The Chancellor of the Exchequer said that, if, in preference to 
appointing a Royal Commission, the Government had decided to 
negotiate with the doctors, a final settlement of their claim on the 
basis of an award of 7.A per cent, might well have been achieved. To 
offer this figure as an interim award would therefore be liable to 
prejudice the work of the Royal Commission, and the ultimate 
settlement of the doctors' claim might prove correspondingly more 
costly. Moderate opinion among the doctors would be placated by 
an interim award of any kind. But the more extreme elements in the 
profession would not be won over by the difference between 5 per 
cent, and 1\ per cent., and the higher figure would make it necessary 

: to reopen the recent settlement of the remuneration of university 
staffs and would provoke new claims for corresponding benefits from 
other quarters. The doctors were already enjoying a greater increase 
over their pre-war remuneration than any other comparable 
profession, and they would derive considerable benefits from the 
Budget. For all these reasons he considered that the interim award 
should be confined to an increase of 5 per cent. 

In discussion it was emphasised that any offer to discuss with 
the doctors the distribution of any interim award should not appear 
to imply a departure from the Governments previous decision not 
to prejudice the deliberations of the Royal Commission by entering 
into separate negotiations with the profession. A more limited 
undertaking to consider any suggestions which the doctors might 
wish to submit should suffice to ensure that the final decision on the 
distribution of the interim award would remain with the Government. 
A suitable formula to establish this point should be agreed with the 
Chairman of the Royal Commission. 

On the amount of the interim increase the Cabinet agreed that 
an award of 1\ per cent, could not easily be justified, particularly in 
view of the risk that it might provoke a re-opening of the interim 
award of 10 per cent, already granted to the junior hospital grades. 
On the other hand, the arguments for and against an interim increase 
of 6 per cent, as opposed to 5 per cent, were more evenly balanced. 
The remuneration of doctors had not been increased since 1951; and 
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there might be advantage, particularly in relation to industrial wages, 
in seeking to avoid the emergence of a uniform pattern of increases 
of 5 per cent, in remuneration and in appearing to discriminate in the 
size of the awards granted to the various sections of the community 
whose pay was adjusted at different periods and by reference to 
different considerations. Moreover, the majority of doctors would 
not derive substantial benefit from the Budget. On the other hand, 
they enjoyed exceptionally favourable treatment in terms of income 
tax, and the real value of their remuneration must be interpreted in 
the light of this relief. It was unlikely that the difference between 
an increase of 5 per cent, and an increase of 6 per cent, would 
materially affect their attitude, which was dominated by their 
determination to maintain, if possible, the principles of remuneration 
prescribed in the reports of the Spens Committee; and an increase 
of 6 per cent, might be interpreted as a new minimum wage level, of 
universal application throughout the wage structure. If so, any 
attempt to hold wages at their present levels would be frustrated. 

The Cabinet next considered the question of other public service 
salaries. 

Judicial Salaries. The Lord Chancellor said that a settlement of the claims of the 
lower judiciary was now seriously overdue, and it would be 
inexpedient to grant an interim award to the doctors without 
announcing at the same time the Governmenfs intention to give 
effect to the settlement which had already been agreed for county 
court judges, metropolitan magistrates, and comparable members of 
the judiciary. Their remuneration had not been increased since 1952, 
and even when the new settlement had been brought into operation 
it would still reflect a smaller increase over pre-war emoluments than 
the doctors were already enjoying before any interim award was 
made. 

The Chancellor of the Exchequer said that it would be convenient 
to put into effect, at the same time as the Governmenfs proposals for 
the doctors and the lower judiciary were announced, the recom
mendations of the Coleraine Committee for a further adjustment in 
the pay of certain civil servants. This could be done without 
legislation and no announcement need be made. It would also be 
desirable to introduce, at an appropriate moment, the necessary 
legislation to increase the salary of the Comptroller and Auditor-
General in the light of the recommendations of the Priestley 
Committee. 

The Prime Minister said that the arguments in relation to the 
interim award to the doctors were very evenly balanced as between 
an increase of 5 per cent, and an increase of 6 per cent. The Cabinet 
would need to give further consideration to the issues involved before 
reaching a final decision. It might be desirable, however, that the 
announcement which he had undertaken to make before the Easter 
recess should deal both with the interim award to the doctors and 
with the settlement of the claims of the lower judiciary, and should 
present the increases in each case in terms of a comparison of the 
resultant remuneration with the remuneration received before the 
war. By illustrating the advantage which the incomes of doctors 
would still retain over another typical group of professional incomes, 
this should put the doctors' claims in their true perspective. 

The C a b i n e t 
(1) Agreed	 to defer until their next meeting their decision on 

the amount of the interim increase in remuneration to be 
awarded to doctors and dentists serving in the National 
Health Service. 

(2) Invited the Chancellor of the Exchequer	 and the Minister of 
Health, after consultation with the Chairman of the Royal 
Commission, to draft a formula defining the extent to 



which the Government would be prepared to consider 
suggestions from the doctors about the distribution of the 
interim award. 

(3) Agreed in principle that legislation should be introduced,	 at 
an appropriate moment, to give effect to increases in 
remuneration for the lower judiciary and for the 
Comptroller and Auditor-General. 

(4) Invited	 the Chancellor of the Exchequer to decide, in 
consultation with the Ministers concerned, the timing of 
the action to be taken under Conclusion (3) above. 

3. The Cabinet had before them a memorandum by the 
Minister of Housing (C. (57) 92) recommending that the application 
of the Manchester Corporation to acquire a substantial area of 
agricultural land at Lymm in Cheshire for housing purposes should 
now be submitted to a public enquiry. 

The Minister of Housing said that the Manchester Corporation 
had recently presented this application afresh and had convinced 
him that they had fully carried out the obligation imposed on them 
in 1954 to seek alternative sites for housing development. He was 
satisfied that a considerable proportion of the alternative sites which 
were theoretically available to meet Manchester's needs would either 
prove, in the event, not to be available or would not be under the 
effective control of the Corporation. Although the application 
involved a direct conflict between the interests of agriculture and 
those of housing, Manchester had one of the worst problems of slum 
clearance in the country, and, if the Cabinet upheld their previous 
decision to reject the application to develop the site at Lymm, the 
Corporation might ask the Government to relieve them of their 
housing responsibilities. A decision which would be politically 
acceptable could not be reached until the facts had been clearly 
established by means of a public enquiry into the whole problem 
of Manchester's housing problem and all the possible solutions 
which might be proposed. In this exceptional case there would be 
advantage in arranging that the enquiry should be conducted not 
by an official of the Ministry of Housing but by an " independent" 
inspector, and that his report should be published. 

The Minister of Agriculture said that he was bound to resist 
the diversion of first-class agricultural land to housing if suitable 
alternative land, of less agricultural value, could be made available 
for this purpose. He remained unconvinced that the Manchester 
Corporation had explored every possible solution of their problem 
and, unless their application to develop Lymm were rejected, they 
would have no compelling incentive to do so. The application to 
develop the site at Lymm had given rise to acute political controversy, 
which would be exacerbated by a public enquiry. Both for this 
reason and on the merits of the case it would be desirable for the 
Cabinet to endorse their earlier decision and, by rejecting 
Manchester's application for the time being, to induce the 
Corporation to make a further effort to discover alternative housing 
sites in the next few years. 

The Lord Chancellor said that, as Chairman of a Committee of 
Ministers who had previously examined this matter, he had formed 
the conclusion that Manchester would be able to obtain enough sites 
to allow.building to proceed at the rate of 3,000 houses a year from 
1961 to 1967. Whether this forecast would need to be modified in 
the light of the new evidence now brought forward could not be 
determined without further investigation. 

The Prime Minister said that, in view of the difficult issues 
involved, it would be helpful if the Committee of Ministers who had 
previously considered this matter would examine it again in the light 
of the further evidence now available. 
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The Cabinet— 
Invited the Lord Chancellor to re-convene the Committee 
of Ministers who had investigated this matter earlier, to 
consider whether .the application ;of the Manchester 
Corporation to acquire the proposed site at Lymm might 
appropriately be submitted to a public enquiry; and, if so, 
what form such an enquiry might best take. 

Suez Canal. 4. The Minister of State for Foreign Affairs (Mr. Ormsby-Gore) 
(Previous said that the further discussion between the United States 
Reference: Ambassador in Cairo and the Egyptian Government, which was to 
CC.(57) 32nd have been the prelude to the initiation of a debate in the Security 
Conclusions, Council, had not yet taken place. In view of the sequence of action 
Minute 1.) which the Cabinet had approved as our objective, it was desirable 

that we should maintain pressure on the United States Government 
to secure that this discussion took place as rapidly as possible; and 
it would be helpful, from this point of view, if the United States 
State Department could now be informed in confidence about the 
proposed means of payment of Canal dues by United Kingdom 
shipping which we urgently needed to discuss with the Egyptian 
authorities. 

In discussion it was agreed that we should still seek to secure 
that the Executive Group of the Suez Canal Users' Association 
(S.C.U.A.) should meet for a confidential discussion on the 
12th April ; that the Security Council should meet not later than 
the 15 th April for a discussion of the need for interim arrangements 
for the payment of Canal dues; that the Council of S.C.U.A. should 
meet on .16th or 17th April to agree the interim payment of dues; 
and that, at that point, the Bank of England should be authorised 
to open discussions with the National Bank of Egypt about the 
proposal that dues should be paid by United Kingdom shipping in 
transferable sterling through a new No. 3 Account. It was desirable 
that these steps should, if possible, be taken in rapid succession. 
Shipowners were already pressing for instructions about the means 
of payment of Canal dues; and it would be indefensible if 
arrangements for this purpose had not been made by the time that 
the Government announced the end of petrol rationing, if the 
Cabinet approved that course. 

The C a b i n e t -
Invited the Minister of State for Foreign Affairs 
(Mr. Ormsby-Gore) to instruct H.M. Ambassador in 
Washington to make representations to the United States 
Government on the lines agreed in their discussion, and 
to inform the United States State Department, in strict 
confidence, of the proposals about the payment of Canal 
dues by British shipping which we needed urgently to 
negotiate with the Egyptian authorities. 

Jordan. 5. The Minister of State for Foreign Affairs said that the 
(Previous Prime Minister of Jordan had resigned and the position of 
Reference: King Hussein was insecure. The King had apparently appealed for 
CC.(57) 17th assistance to the Government of I raq; and the Prime Minister of 
Conclusions, Iraq, who was anxious to take this opportunity to establish closer 
Minute 7.) co-operation with the Government of Saudi Arabia in opposing the 

emergence of Communist tendencies in Jordan and in giving support 
to King Hussein, had asked for our views and advice. In considering 
our reply we must recognise that the continued existence of Jordan 
could no longer be taken for granted and that there was a risk that 
the neighbouring States, including Israel, might attempt to divide 



the Kingdom between them. It might be advisable, therefore, to 
warn the Government of Israel to refrain from precipitate action. It 
might also become necessary to consider urgently the position of the 
British forces still in Jordan. 

In discussion it was' agreed, that these developments might 
present a serious." threat to; our' interests in the Middle East. In 
particular, if general hostilities broke out as a result of the collapse 
of the Kingdom of Jordan, the oil pipeline through Syria might once 
more be damaged; and this should' be taken into account in 
connection'with the proposal to end petrol rationing. Moreover, if 
the territorial integrity of Jordan could not be preserved, it would 
be in our interests that Iraq should take the opportunity to strengthen 
and extend her influence m the area. On the other hand, the claims 
of Saudi Arabia might be supported by the United States. It would 
be desirable therefore that we should seek to concert urgently with 
the United States Government the reply to the request from the Iraqi 
Government for advice on the desirability of intervention by Iraq 
and Saudi Arabia in support of King Hussein. It might also be 
advisable to concert With the United States Government the terms of 
the' proposed warning: to the Government of Israel. 

The Cabinet— 
Invited the Minister of State for Foreign Affairs 
(Mr: Ormsby-Gore) t o ' instruct' H:M. Ambassador in 
Washington to discuss with the United'States Government, 
as a matter of urgency, the situation Which was developing 
in Jordan and to seek to concert with them the action which 
each of the two Governments should take.. 

Oil'Supplies. 6. The Minister of Power said that, now that the'supplementary 
(Previous tax on petrol had been withdrawn, it would be desirable that petrol 
Reference: rationing should be brought to a n : end at the" conclusion of the 
C.C. (57) 20th rationing period on 16th April. Supplies during, the second quarter 
Conclusions, would amount to about 92 per cent, of probable demand, while 
Minute 1.) stocks were equivalent to about eight weeks' consumption. Even if 

we were denied the use of the Suez Canal'; it should be possible to 
satisfy unrestricted demand until August before'- stocks- declined 
towards the minimum operational level. If by that date we had not 
resumed the use of the Canal, it would be possible to re-impose 
rationing. In present circumstances, however, the growing public 
pressure for the end of rationing, combined with the formal 
declaration by the Egyptian Government that the Canal was open, 
would make it increasingly difficult to maintain rationing for very 
much longer. The restriction on the supply of fuel oil should be 
retained until stocks had been rebuilt. 

In discussion considerable doubts were expressed about the 
wisdom of ending petrol rationing at the present moment. It was 
open to question whether such action would be interpreted by public 
opinion as a sign of strength or of weakness. We could not yet tell 
whether we should be able, as a result of the proposed proceedings in 
the Security Council and the Suez Canal Users' Association to achieve 
a satisfactory settlement with the Egyptian Government. Nor could 
we foresee what further demands they might make—for example, the 
removal of restrictions on the Egyptian sterling balances or the 
payment of compensation for damage sustained during the 
Anglo-French operation—as the price of their permission for United 
Kingdom shipping to use the Suez Canal. Moreover, the satisfactory 
level of our stocks of petrol reflected mainly the help which we had 
received from the United States. But it was doubtful whether the 
United States Government would view favourably a decision on our 
part to end petrol rationing at this juncture; and, in any case, the 
purchase of petrol from the Western Hemisphere imposed a heavy 
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strain on our balance of payments which it might become necessary 
to relieve by maintaining restrictions on the consumption of petrol if 
it proved impossible to allow British shipping to resume use of the 
Suez Canal. It was unlikely, in any event, that public opinion in this 
country expected petrol rationing to be brought to an end at a 
moment when the Budget Speech had clearly forecast its continuance 
for at least some weeks and coupons were still being distributed in 
respect of the second rationing period. 

The Cabinet— 
Agreed to resume their discussion of this question at a 
subsequent meeting. 

7 . The Minister of Transport said that the withdrawal of the 
supplementary tax on petrol implied that the legal basis for the 
temporary increases in bus fares would lapse within 14 days, and 
that the minimum London fare would then fall from 3d. to 2\d. The 
Transport Commission^ costs had, however, risen appreciably 
during the period in which the supplementary tax had been in force, 
partly as a result of the recent wage settlement. The Commission 
would therefore need to apply forthwith to the Transport Tribunal 
for authority to increase fares, including an immediate increase of the 
2\d. London fare to 3d. Any other increases granted by the Tribunal 
would not, however, be implemented until the autumn. In taking 
this course, the Transport Commission would be merely discharging 
their statutory duty, and there were no grounds on which the 
Government could seek to dissuade them for a further period from 
seeking authority for the necessary increase in the minimum London 
fare to 3d. 

In discussion it was agreed that there could be no objection to 
the Transport Commission making the proposed application to the 
Transport Tribunal provided that it was made clear that the case for 
the increase in the minimum London fare rested mainly on the recent 
increase in wages. 

Office, S.W.1, 
April, 1957. 
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3 CC. 34 (57) 
i. The Cabinet had before them telegrams Nos. 374 and 375 

from H.M. Ambassador at Ankara enclosing the text of a draft 
statement on Cyprus to be made by the Turkish Prime Minister on 
the following day. 

The Foreign Secretary said that the Turkish Government had 
asked for our comments on this text, and in telegrams Nos. 831 and 
832 to Ankara he had indicated the amendments which, subject to 
the views of the Colonial Secretary, he would propose. It might 
become necessary to admit that we had been consulted about this 
statement; but we should maintain that the views which it reflected 
were those of the Turkish Government themselves, and the fact 
that we had suggested amendments to it must not be held to imply 
our approval of the wording which it employed or our acceptance 
of the position which it defined. 

The Colonial Secretary said that he concurred in the procedure 
and the amendments proposed by the Foreign Secretary. 

The Cabinet— 

Took note, with approval, of these statements. 


 2. The Foreign Secretary said that the situation in Jordan 
 remained confused, but that King Hussein appeared to be 

 maintaining his position. It would be in our interests to encourage 
 him to look primarily to Saudi Arabia for political support and to 

 Iraq for military assistance. The Government of Iraq intended to 
 station troops close to the frontier and would be prepared to advance 

into Jordan in response to a request from the King. If necessary, 
they would take action against the Syrian forces in Jordan; but if 
Syria invaded Jordan in strength, the Iraqi and Jordanian armies 
would need to be afforded air support, and it might become necessary 
to consider whether we would make aircraft available from Cyprus 
for this purpose. The Government of Iraq were also pressing 
King Saud to co-operate in supporting King Hussein; and they had 
suggested that, since adequate financial assistance for Jordan did not 
appear to be forthcoming from the other Arab Governments, 
Her Majesty's Government should respond generously to any request 
by the Government of Jordan for financial support. In these 
circumstances we must consider what policy we should adopt if 
King Hussein appealed for our help and what obligations, if any, 
we should acknowledge under the Tripartite Declaration if the 
Government of Israel intervened in Jordan. We must also consider 
the position of our own forces in Jordan. 

In discussion it was agreed that we should continue to urge the 
Government of Iraq to offer assistance to Jordan. Even under the 
former Treaty with Jordan we were not bound to provide support 
for the Government of Jordan in the event of a purely internal 
disturbance. If, therefore, King Hussein sought our assistance we 
should need to consider our policy carefully. In the meantime the 
French Government should be asked to reinforce the advice which 
we and the United States Government had already given to the 
Government of Israel to refrain from intervention; and we should 
ascertain whether, in the view of the United States and French 
Governments, the situation which was developing demanded formal 
consultation between the three Governments in the light of the 
Tripartite Declaration. At the same time, we should press the United 
States Government to give a clear indication of the action which they 
would take if the situation deteriorated further. It was disquieting 
that they apparently regarded the Eisenhower doctrine as inapplicable 
in this instance, on the ground that it was valid only in a case of 
external aggression. 



Suez Canal. 
(Previous 
Reference : 
C.C. (57) 33rd 
Conclusions, 
Minute 4.) 

About 800 R.A.F. personnel were stationed at Mafraq; but it 
would be imprudent for these troops to intervene unless they were 
assured of rapid reinforcement by Iraqi forces. They could probably 
defend themselves against attack; but they were without operational 
aircraft, and air cover would have to be provided, if necessary, from 
Cyprus. About 100 British civilians might need to be evacuated if 
serious hostilites broke out. Aircraft could be made available for 
this purpose from Iraq, provided that no obstruction was offered 
locally. It would be advisable that our troops in Jordan should not 
become involved; but it was for consideration whether a more senior 
officer should be put in command of the station at Mafraq, and it 
would also be relevant to possible future decisions of policy to 
ascertain the value of the military equipment still remaining in Jordan. 

The Cabinet— 
(1) Invited the Foreign Secretary to instruct H.M.	 Ambassadors 

at Washington and Paris to take action on the lines agreed 
in their discussion. 

(2) Invited the Minister of Defence to consider the possibility of 
putting a more senior officer in command of the R.A.F. 
station at Mafraq, and to ascertain the value of the military 
equipment remaining in Jordan. 

3. The Cabinet had before them Washington telegram No. 90Q 
containing the latest Egyptian draft memorandum defining the terms 
on which the Egyptian Government proposed to operate the Canal. 

The Foreign Secretary said that this memorandum represented 
an improvement on earlier Egyptian proposals. The Egyptian 
Government now suggested that dues should continue to be charged 
in accordance with the last agreement between themselves and the 
Suez Canal Company; that any increase should be limited to 1 per 
cent, per annum; and that any greater increase should either be 
negotiated or be submitted to arbitration. They were also prepared 
to accept arbitration if any alteration in the code of regulations 
governing the Canal was challenged, or if the users of the Canal had 
any grounds for complaining of discrimination; and they were 
apparently content that the question of compensation in respect of the 
nationalisation of the Suez Canal Company should, failing agreement, 
be referred to arbitration. Broadly, therefore, the Egyptian proposals 
conformed with five of the six principles adopted by the Security 
Council on 13th October, 1956. It was open to question, however, 
whether they satisfied the principle that the Canal should be effectively 
insulated from the politics of any one country. Moreover, the status 
of the memorandum as a whole was doubtful. The Egyptian 
Government contemplated registering it with the Secretariat of the 
United Nations in accordance with Article 102 of the Charter, an 
Article which applied only to treaties or agreements between nations. 
It appeared, however, to be a unilateral document, which the Egyptian 
Government would be at liberty to withdraw or to modify at will. It 
was presumably for this reason that the United States Government 
were not satisfied that the memorandum provided adequate 
assurances for the interests of users of the Canal. They felt that it 
would be preferable that it should be referred to the Security Council 
by themselves and the Egyptian Government and that, even if the 
latter did not wish to be a party to a joint report, the United States 
action in submitting the memorandum to the Council should not be 
held to imply that the negotiations between themselves and Egypt 
were now at an end. 

In discussion it was suggested that the most serious objection to 
the Egyptian memorandum was its lack of any sanction to compel 
the Egyptian Government either to observe its terms or to accept 
the award of any arbitration proceedings. On the other hand, a 



unilateral document of this kind might be not without advantage 
from our point of view. We should therefore refrain from admitting 
publicly that it might contain some of the elements of an acceptable 
settlement, and should concentrate our immediate efforts on pressing 
the United States Government to refer the issue to the Security 
Council forthwith in order that we might be able thereafter to initiate 
discussions with the Egyptians about the means of payment of Canal 
dues by British shipping. Once this step had been taken it would be 
possible to consider, at greater leisure, whether we should seek to 
negotiate further amendments to the Egyptian proposals. 

The Cabinet— 
Invited the Foreign Secretary to instruct H.M. Ambassador 
in Washington to make further representations to the 
United States Government in the sense of their discussion. 

Nuclear 4. The Foreign Secretary said that we had now withdrawn our 
Weapons Tests, acceptance of the compulsory jurisdiction of the International Court 
(Previous
Reference :
C C . (57) 17th
Conclusions,

 of Justice, in order that we might substitute a new form of conditional 
 acceptance. This would preclude the possibility that an injunction 

 might be obtained from the Court to prevent us from proceeding with 
 our forthcoming tests of nuclear weapons. 

Minute 4.) 
The Cabinet— 

Took note, with approval, of this statement. 

Oil Supplies. 5. The Prime Minister said that, after further reflection, he 
(Previous considered that it would be premature to bring petrol rationing to an 
Reference: end at a moment when we could not be wholly confident about our 
C C . (57) 33rd future oil supplies. I t was still possible that the Egyptian 
Conclusions, Government would seek to impose, as a condition of permitting 
Minute 6.) United Kingdom shipping to resume the use of the Suez Canal, terms 

of payment of Canal dues which we should find unacceptable. 
Moreover, if the present situation in Jordan resulted in general 
hostilities in the Middle East, the flow of oil through the Syrian 
pipeline might again be interrupted. In either event it might then 
become necessary to maintain rationing as a means of reducing the 
demands on our reserves of gold and dollars. It would be prudent, 
therefore, to defer the derationing of petrol until the prospects of 
restoring a more stable situation in the Middle East could be more 
accurately assessed. 

In discussion there was general agreement that, in spite of the 
difficulty of maintaining a system which was open to growing abuse, 
it would be wise to postpone the derationing of petrol for the time 
being. 

The Cabinet— 
Authorised the Minister of Power to arrange for an 
announcement to be made in the House of Commons that 
day to the effect that the prospects for supplies of oil from 
the Middle East were not yet sufficiently reliable to justify 
the ending of petrol rationing. 

Wilton Park. 6. The Cabinet had before them memoranda by the Foreign 
Secretary and the Chancellor of the Exchequer (C. (57) 96 and 97) on 
the future of the educational centre which the Foreign Office 
maintained at Wilton Park. 



Shops Bill. 
(Previous 
Reference : 
C.C. (57) 24th 
Conclusions, 
Minute 4.) 

The Minister of State for Foreign Affairs said that this 
establishment, which had originally been created for re-educating 
German prisoners of war, had in recent years served as a centre at 
which German civilians who occupied leading positions in public life 
in Germany could be given some understanding of British democratic 
institutions. It had achieved a considerable reputation, and the 
decision that it should be wound up, which had been taken in the 
previous year, had aroused such disappointment that it seemed 
probable that contributions to its maintenance could be obtained both 
from Germany and from other European countries. While it would 
no longer be appropriate to maintain such a centre for the exclusive 
instruction of Germans, it was for consideration whether it was in our 
best interests to close an establishment which, at relatively small cost, 
could contribute to a better understanding of this country on the 
Continent. The cost in the current financial year could be met by 
savings elsewhere on the Foreign Office Votes. 

The Chancellor of the Exchequer said that, while he did noi 
dispute the arguments for maintaining this establishment, it would be 
impossible to bring Government expenditure under effective control 
if every decision to effect economies was reopened because a case 
could be made out for continuing the service in question. 

In discussion it was suggested that it might not be to our 
advantage to sever the link between the United Kingdom and Europe 
which was provided by the establishment at Wilton Park. It was, 
however, for consideration whether, if it was kept in being, it should 
not be directed to establishing stronger links between this country and 
Europe generally, in the light of our current policy of working 
towards a closer association with Europe, particularly in economic 
affairs. 

The Prime Minister said that he proposed shortly to undertake a 
review of the methods which we employed to influence foreign 
opinion and of our expenditure for this purpose. Pending this review 
it would be reasonable to extend the work of the centre at Wilton 
Park for a further year. 

The C a b i n e t -
Agreed that the educational centre at Wilton Park should 
continue in operation for a further year, pending a review of 
our cultural and information services as a whole. 

7 . The Cabinet considered a memorandum by the Home 
Secretary (C. (57) 93) covering proposed Government amendments to 
the Shops Bill in the House of Lords. 

The Home Secretary said that the purpose of the Bill was to 
amend and clarify the law which regulated the closing hours of shops, 
Sunday trading and street trading. Its main provision would reduce 
by one hour the number of hours which shops were at present 
permitted to remain open, but since few shops availed themselves of 
the latitude at present allowed them, the Bill appeared to be more 
restrictive in effect than it was. The Bill was not an important 
measure of social reform; but it appealed to the trade unions, and its 
introduction had helped to divert pressure for legislation to implement 
the Report of the Gowers Committee on working hours and 
conditions in shops and offices, which would impose a heavy burden 
on commercial interests. The proposed amendments to the Bill, by 
transforming it into a somewhat more liberal measure, were designed 
to make.i t more palatable to the Governments supporters without 
arousing the hostility of the Opposition. In order to introduce the 
amendments at the stage now reached it would be necessary to move 
for the Bill to be recommitted in the House of Lords. While it would 

http://make.it
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7 CC. 34 (57) 
be premature to reach a decision on the ultimate fate of the Bill, it 
might prove difficult to find time for it in the House of Commons at 
such a late stage in the session. 

In discussion it was suggested that, if the Government might be 
obliged to abandon the Bill, there would be little advantage in 
introducing into it amendments to which the Opposition were bound 
to object. On the other hand Government spokesmen in the House 
of Lords had already undertaken to table certain of the amendments 
proposed in C. (57) 93. It might therefore suffice to confine the 
Government amendments to those to which the Government were 
already committed, and to defer a decision about the further progress 
of the -Bill until it was possible to estimate more exactly the 
Parliamentary time likely to be available for its subsequent stages. 

The Cabinet— 
Invited the Home Secretary to be guided by the views 
expressed in their discussion. 

8. The Cabinet resumed their discussion of the interim award 
to be made to doctors and dentists serving in the National Health 
Service. 

The Prime Minister said that he had come to the conclusion that, 
in order to avoid stimulating further claims on the part of other 
professional groups, it would be wise to restrict the interim award to 
doctors and dentists to 5 per cent. This percentage, combined with 
the award of 10 per cent, which had already been made to the junior 
medical staff of hospitals, could be reasonably represented as an 
interim payment in round figures against a claim which was under 
consideration by a Royal Commission, while an award of 6 per cent, 
would convey an impression that the interim payment had been more 
precisely calculated in relation to the immediate merits of the case. 
He was satisfied that a difference of 1 per cent, in the interim payment 
would not affect the decision of the doctors whether or not to 
withdraw from the National Health Service. He also considered, 
after further discussion with the Chancellor of the Exchequer, that 
there would be no advantage in combining the announcement of an 
interim award to the doctors with a statement of the Governmenfs 
intentions in regard to the salaries of the lower judiciary. 

The Minister of Health said that, while he accepted the case for 
restricting the interim award to 5 per cent., it would be helpful if this 
award were brought into effect on 1st May instead of 1st July. The 
Chairman of the Royal Commission would be content that the 
Government should express their willingness to consult with the 
doctors' representatives over the actual distribution of the proposed 
award. It would be made clear, however, that the Government were 
not prepared to enter into negotiations on this question. 

The Cabinet— 
(1) Took	 note that the Prime Minister would announce in 

Parliament on the following day an interim increase of 
5 per cent, in the remuneration of doctors and dentists 
employed in the National Health Service. 

(2)	 Authorised the Chancellor of the Exchequer to announce in 
Parliament during the course of that week the 
Governmenfs intention to introduce legislation to give 
effect to the increases in remuneration which had been 
agreed for the lower judiciary. 

Office, S.W.1, 
April, 1957. 
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Suez Canal. 
(Previous 
Reference: 
C.C. (57) 34th 
Conclusions, 
Minute 3.) 

1. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (57) 99) on the method of payment 
of Canal dues by United Kingdom shipping, together with telegrams 
Nos. 911 and 920 from H.M. Ambassador at Washington and 
telegrams Nos. 962 and 964 from the United Kingdom representative 
at the United Nations. 

The Foreign Secretary said that, although the United States 
Government appeared willing to ask for a meeting of the Security 
Council if we so wished, they were increasingly reluctant to do so on 
the ground that the negotiations between themselves and the 
Egyptian Government might secure further improvements in the 
Egyptian proposals for the operation of the Suez Canal, whereas a 
premature debate in the Security Council might provoke the 
Egyptian Government to break off the negotiations and to publish 
their proposals without even the amendments which had already 
been secured. Moreover the Secretary-General of the United 
"Nations, on his own initiative, had now made a fresh approach to 
the Egyptian Government in which he had not only advised them 
how they might give their draft declaration sufficient international 
character to justify its registration under Article 102 of the United 
Nations Charter, but had also asked them to improve the substance 
of the declaration in several respects, in particular by stating that they 
would welcome co-operation with the main shipping interests. A 
statement of this kind, if the Egyptian Government could be 
persuaded to adopt it, would be valuable to us. 

In discussion it was agreed that, while we should continue to 
seek to secure that the Government of Egypt would publish 
unilaterally a declaration of their intentions which would, in 
substance, approach as nearly as possible to the six principles 
approved by the Security Council on 13th October, 1956, the balance 
of advantage lay in accepting the wish of the United States 
Government to defer a debate in the Security Council for the time 
being, in the hope that resumed negotiations between the United 
States and Egypt would secure additional improvements in the 
Egyptian proposals which would bring them more nearly 
into conformity with the six principles. In that event it should be 
possible for the Security Council to be convened immediately after 
Easter to receive a report on these negotiations. There were grounds 
for believing that it would be possible to persuade British shipping 
companies to refrain for this further brief interval from committing 
themselves to resume transit of the Canal. On the other hand, the 
shipowners could not be restrained for more than a very short period; 
and, the longer the existing indeterminate situation was allowed to 
continue, the more the Egyptian Government would gain from 
prolonging their evasive tactics. It would therefore be desirable to 
reach a firm understanding with the United States Government that 
the meeting of the Security Council would not be delayed beyond a 
date early in the following week; and that, when the debate took 
place, they would ensure that they would have carried their 
negotiations with the Egyptian Government to a point at which they 
would be in a position to make a full report to the Council. 

The Cabinet— 
(1) Invited the Foreign	 Secretary to instruct H.M. Ambassador 

at Washington and the United Kingdom representative at 
the United Nations in the sense of their discussion. 

(2) Agreed to	 defer discussion of C. (57) 99 until a subsequent 
meeting. 
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Parliament.

Local 
Government 
Organisation. 
(Previous 
References : 
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Minute 6, and 
C  C (57) 10th 
Conclusions, 
Minute 2.) 

2. The Foreign Secretary said that the armoured squadron at 
Ma 'an was under orders to return to Aqaba on the following day. 
It was probably well known locally that this movement was due to take 
place; but it was for consideration whether, in present circumstances, 
it should be delayed until it was possible to see more clearly whether 
we should need to reinforce King Hussein in Amman. 

In discussion there was general agreement that the King should 
continue to be encouraged to look primarily to Iraq and Saudi Arabia 
for military support and that it might be premature for the United 
Kingdom to appear to be proffering assistance at the present 
moment. 

The Cabinet— 
Invited the Minister of Defence to arrange for the 
withdrawal of the armoured squadron at Ma'an to take 
place in accordance with existing arrangements. 

 3. The Cabinet were informed of the business to be taken in 
the House of Commons in the first week after the end of the Easter 
recess. 

4. The Cabinet had before them a memorandum by the 
Minister of Housing and Local Government (C. (57) 94) covering a 
draft White Paper on the redistribution of functions between county 
councils and county district councils. 

The Minister of Housing said that the preparation of the White 
Paper on Areas and Status of Local Authorities had made it clear 
that some reallocation of functions between local authorities was 
desirable. The draft White Paper appended to C. (57) 94 
incorporated the result of a comprehensive review of the functions 
involved and had been approved by the Home Affairs Committee. 
There was, however, no agreement between local authority 
associations on the extent of the changes which they would approve; 
and it would be wise for the Government to admit that this 
disagreement existed and to publish their proposals, not as 
constituting a firm decision of policy, but as providing a basis on 
which further discussions with the local authority associations could 
proceed. It would be desirable that a debate on these proposals 
should be arranged in the House of Commons before the summer 
recess; and the consequential legislation should be introduced in the 
following session. 

In discussion the following points were made : — 

(a) Paragraph 19 of the draft White Paper should be amended, 
particularly by the omission of its second sentence, to reflect the 
Cabinefs decision about the Shops Bill. 

(b) A population figure which might be a reasonable criterion by 
which to determine the delegation of other functions would not 
necessarily be suitable in the case of higher technological education. 
It would be necessary, in the discussions with the local authorities, to 
make it clear that, although responsibility for the minor institutions 
of technical education might be delegated to district councils, the 
main technical colleges would remain the responsibility of the county 
councils, who would also retain oversight of the general planning of 
this service. 

The C a b i n e t -
Authorised the Minister of Housing and Local Govern
ment, subject to the points made in their discussion, to 



publish the draft White Paper annexed to C. (57) 94 as soon 
as possible after the Easter recess, as a basis for discussion 
with local authority associations. 

Shops Bill. 5. The Cabinet had before them a further memorandum by 
(Previous the Home Secretary (C. (57) 95) on the proposed Government 
Reference: amendments to the Shops Bill. 
C C . (57) 34th 
Conclusions, The Home Secretary said that he had discussed with the Minister 
Minute 7.) ' of Labour and the Minister of Education the suggestion that the 

Bill should include a provision giving local authorities in holiday 
resorts power to fix later closing hours during the season than the 
normal ones. This proposal would, however, give rise both to 
drafting complications and to anomalies. It would therefore be 
wiser to table an amendment on the lines originally proposed in 
C. (57) 93 enabling local authorities in holiday resorts to dispense 
with closing hours during the season. 

In discussion there was general agreement with this proposal. 

The Cabinet— 
Authorised the Home Secretary to arrange for amendments 
to the Shops Bill to be tabled in the House of Lords, giving 
effect to the proposals summarised in C. (57) 93. 

Malta. 6. The Cabinet had before them a memorandum by the 
(Previous Colonial Secretary (C. (57) 98) reporting that the negotiations 
Reference: with the Prime Minister of Malta had reached a deadlock on the 
C C . (57) 23rd subject of economic equivalence and recommending that 
Conclusions, consideration should now be given to the possibility of accomplishing 
Minute 5.) by stages the integration of Malta with the United Kingdom. 

The Colonial Secretary said that the negotiations had reached 
an impasse despite the substantial measure of financial help which 
we had offered to the Government of Malta over the next five years. 
The Prime Minister, Mr. Mintoff, had refused to enter into a binding 
arrangement for the permanent constitutional integration of Malta 
with the United Kingdom if the parallel financial proposals were 
limited in the first instance to a five-year trial period and contained 
no definite guarantee that Malta would be assured of achieving 
economic parity with the United Kingdom within ten or fifteen years. 
Since such an unlimited commitment was out of the question, it was 
for consideration whether, in order to provide an alternative 
approach to the problem, we should suggest that both the political 
and the economic aspects of integration should be explored by 
successive steps. If this course was approved, the offer of financial 
assistance would be reaffirmed, together with an offer of 
constitutional advance on the lines discussed in the recent 
negotiations, but without representation in the United Kingdom 
Parliament for the time being. At the end of five years progress 
would be reviewed by an independent Commission, and in the light 
of its findings the two Governments would jointly consider the 
possibility of proceeding to the final stage of integration, comprising 
Maltese representation in the United Kingdom Parliament and 
ultimate comparable living standards. There was some reason to 
believe that Mr. Mintoff might prove responsive to proposals on 
these lines. 

The Lord Chancellor said that, while Mr. Mintoffs attitude was 
disappointing, it would be unwise to reject any opportunity of 
encouraging a dependent territory to seek to develop a closer 



relationship with the United Kingdom. He therefore favoured a 
fresh approach to the problem, on the lines which the Colonial 
Secretary had suggested. 

The Prime Minister said that the situation which had now arisen 
required careful consideration. It should be sufficient, for the 
moment, to acknowledge Mr. Mintoffs latest communication. 
Thereafter the proposals in C. (57) 98 should be examined in greater 
detail, initially by officials and subsequently by the Ministerial 
Committee on Malta. This examination should take account of 
the possible adjustment of our strategic interests in Malta as well 
as the constitutional and economic development of the Island. It 
would also be for consideration whether, in any resumption of 
negotiations with Mr. Mintoff on the lines which the Colonial 
Secretary proposed, it would be wise to make a limited offer initially 
and to hold in reserve the further concessions which we might need 
to make. 

The C a b i n e t 
(1) Authorised the Colonial Secretary formally	 to acknowledge 

the communication from the Prime Minister of Malta 
rejecting our latest offer of financial assistance. 

(2 )	 Invited the Colonial Secretary to arrange that the proposals 
in C. (57) 98 should be further examined, initially by 
officials and subsequently by the Ministerial Committee 
on Malta, in the light of the points made in their 
discussion. 

Medals and
Awards.
Cyprus and
Port Said.

 7. The Prime Minister informed the Cabinet that he proposed 
 to recommend to The Queen that, following the precedents which 

 had been established in respect of operations in Palestine, Kenya 
 and Malaya, General Service Medals with clasp " C y p r u s " should 

be awarded for service in Cyprus. It would be appropriate that the 
same General Service Medals, with clasp " Near East ," should be 
awarded for service in the recent operations in Port Said. 

The Cabinet— 
Took note, with approval, of this statement. 

Cabinet Office, S.W.1, 
17th April, 1957. 
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Suez Canal. 1. The Foreign Secretary said that the recent discussion in the 
(Previous Security Council of the Egyptian proposals for the future 
Reference: administration of the Suez Canal had satisfactorily identified the 
C C . (57) 35th inadequacies of these proposals, while at the same time it had allowed 
Conclusions, the suggestion to be advanced that international shipping should 
Minute l.) resume use of the Canal on an interim basis, without prejudice to the 

ultimate settlement. The position which had now been reached was 
due to be considered by the Council of the Suez Canal Users 
Association (S.C.U.A.) in London that afternoon. It was probable 
that most of the members of the Association, with the exception of 
the French, would be in favour of allowing their shipping to resume 
transit of the Canal on this interim basis, and that few of them would 
see advantage in prolonging negotiations with the Egyptian 
Government or in attempting to organise an effective boycott of the 
Canal. 

In discussion it was suggested that it would not be to our 
advantage that shipping should begin to use the Canal again on an 
appreciable scale until we had made satisfactory arrangements with 
the Egyptian authorities for the payment of Canal dues by British 
shipping in transferable sterling. Our proposals had been 
transmitted to the National Bank of Egypt, who had replied that they 
were prepared to regard them as an appropriate basis for further 
discussion, but had intimated that they would wish this discussion to 
extend to certain aspects of the Egyptian No. 1 account. If the 
question of payment was raised in the S.C.U.A. discussions, the 
Association could be informed in general terms of the arrangements 
which we favoured. But they should be warned that these 
arrangements had not yet been agreed with the Egyptian authorities; 
and we should emphasise that we were not prepared, in any event, 
to allow British shipping to resume even interim use of the Canal on 
the strength of Egyptian proposals for its administration which had 
been unilaterally put forward and could be unilaterally withdrawn. 
It would be necessary therefore to require the Egyptian Government 
to provide, at the resumed discussion in the Security Council, some 
more definite assurance about the status of their proposals which 
would safeguard shipping against the risk of their being abruptly 
withdrawn. If the main body of opinion in S.C.U.A. could be 
dissuaded from accepting the Egyptian proposals as an adequate 
interim arrangement until these further discussions in the Security 
Council had taken place and if, in this interval, our own negotiations 
with the Egyptian authorities for the payment of Canal dues by 
British shipping in transferable sterling could be completed without 
any appearance of undue haste on our part, it should be possible to 
reach a position in which international shipping would gradually 
resume use of the Canal, on an interim basis, without any formal act 
of acceptance of the Egyptian proposals. 

The Cabinet— 
Invited the Foreign Secretary and the Chancellor of the 
Exchequer to be guided, in the subsequent discussions in 
the Security Council and in S.C.U.A., and in the financial 
negotiations with the Egyptian authorities, by the general 
sense of their discussion. 

Oil Supplies 2. The Minister of Power said that the oil companies had 
and Prices. intimated to him that, as an earnest of their intention to remove the 
(Previous emergency surcharge of 3\d. a gallon as soon as petrol rationing was 
Reference: discontinued, they were ready to make a reduction of Id. a gallon in 
C C . (57) 34th the price of petrol forthwith. Subject to his colleagues' agreement, he 

Conclusions, proposed to concur in this reduction. 

Minute 5.) 


The Cabinet— 
Took note, with approval, of this statement. 
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(Previous 
Reference: 
C.C. (57) 35th 
Conclusions, 
Minute 2.) 

General 
Situation. 

Over-flying
Rights.

Economic 
Situation. 
(Previous 
Reference: 
C.C. (57) 2nd 
Conclusions, 
Minute 3.) 

3. The Foreign Secretary said that King Hussein appeared to 
be retaining political control of Jordan and that, although his military 
hold on the country was more precarious, he hoped to be able to 
arrange for the withdrawal of the Syrian contingent in the near 
future. The situation in Jordan therefore represented a serious 
challenge to the prestige of the Egyptian Government and the main 
danger was that they might feel bound to intervene in order to 
maintain their position among the Arab countries. On the other 
hand the United States Government were now firmly committed to 
the support of King Hussein; and it was also clear that the 
Government of Iraq were prepared to intervene if necessary to 
maintain the King in power. The United Kingdom should allow the 
United States to take the lead in this area and should continue the 
orderly withdrawal of British troops in accordance with the agreed 
programme. 

In discussion it was suggested that it would be politically 
desirable to indicate that the United Kingdom had been informed in 
advance of the recent action by the United States Government in 
support of King Hussein, in order to show that there was effective 
Anglo-American co-operation in the Middle East. 

The Cabinet— 
(1) Took note of the statement by the Foreign Secretary. 
(2) Invited the Foreign Secretary to consider whether it would be 

advisable to indicate publicly that we had received prior 
notification from the United States Government of their 
recent action in support of King Hussein. 

The Minister of Defence expressed concern about the delay in 
 concluding the proposed agreement on over-flying rights for British 

aircraft in Jordan. At the time of the negotiations for the termination 
of the Anglo-Jordan Treaty the then Prime Minister of Jordan had 
undertaken that these rights would be granted in a subsequent 
exchange of letters. This exchange had not yet taken place and. the 
lack of over-flying rights meant that British aircraft had to use longer 
routes on journeys to the Middle East and Far East owing to the 
present air barrier between Syria and Egypt. 

In discussion it was suggested that there was probably little 
doubt that in the long term the Jordan Government would be 
prepared to grant over-flying rights to British aircraft in order to 
obtain reciprocal rights for Jordanian aircraft in British territory such 
as Cyprus. A premature request on our part might therefore 
prejudice or delay this agreement. On the other hand,, the present 
Jordan Government appeared favourably disposed towards the 
West; and King Hussein would be unlikely, at the present juncture, 
to refuse a request of this kind. It was important that this matter 
should be settled before British troops finally withdrew from 
Jordan. 

The Cabinet— 
(3) Invited the Foreign	 Secretary to consider whether a further 

approach should now be made to the Jordan Government 
about the grant of over-flying rights for British aircraft in 
Jordan. 

*4. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (57) 103) about wages, prices and the 
pound sterling. 

The Chancellor of the Exchequer said that the internal 
purchasing power of the pound sterling had fallen from a value of 
20s. in 1948 to a value of about 14s. to-day and must be expected to 
fall still further unless our economic policy was drastically changed. 



Of the factors which had contributed to increasing prices on this 
scale by far the most significant was the increase in wage costs. 
Between 1948 and 1956 incomes had risen by 75 per cent, as 
compared with an increase of only 28 per cent, in output. The effect 
of price increases on this scale was damaging both at home, where 
they fell with particular severity on fixed incomes and on savings, and 
abroad where they encouraged apprehension that it was merely a 
matter of time before the pound was devalued again. If the 
progressive decline in the value of the currency continued unchecked, 
a further devaluation of the pound would indeed be inevitable. On 
the other hand a policy of deflation, if it was to be effective in 
arresting wage inflation, would need to be so severe as to create a 
level of unemployment which would be politically unacceptable. A 
policy of compulsory wage fixing could not be recommended, except 
as a feature of a fully-planned society. Subsidies were both costly 
and unless matched by high taxes, dangerously inflationary. It was 
therefore necessary to seek some alternative approach to the problem 
of wages and prices. Having accepted responsibility for full 
employment, the Government could no longer adopt a purely passive 
attitude towards wage problems and towards the processes of 
collective bargaining which were traditional in industry but must 
secure that increases in wages fell within the range of what the 
economy had earned from its own productive efforts. For this 
purpose the Government might announce from time to time the 
amount of wage increases which they regarded as consistent with 
price stability and they should adhere to that figure until the next 
occasion for a further wage increase arose after a defined period. It 
would be advisable to create a new independent body which would 
be responsible for ascertaining' how much, in terms of the expected 
average increase in productivity for the country as a whole, the 
economy could afford for increases in remuneration; and the 
Government would then need to regard themselves as committed to 
endorse the findings of this body in terms both of those wage 
settlements which they directly controlled (e.g., in the Civil Service), 
and of those settlements (e.g., in the nationalised industries) which 
they influenced by advice and guidance. 

This approach to the problem would raise a series of questions, 
indicated in paragraph 22 of C. (57) 103, which would need further 
consideration. Officials should be instructed to investigate these 
urgently. In the meantime the first step towards the new policy 
could be taken by a Government statement welcoming the 
recommendation made in the Reports of the Courts of Enquiry into 
the disputes in the shipbuilding and engineering industries that an 
authoritative and impartial body should' be established to consider 
the wider economic problems involved in the inter-related factors 
of wages, costs and prices. Thereafter the establishment of this body, 
its composition, its terms of reference, and other aspects of its work 
should be discussed with the leaders of both sides of industry at! a 
meeting at which the Government should seek to emphasise afresh 
the gravity of the present situation and the need for a new 
co-operative effort to achieve price stability and restraint in respect 
of personal incomes. 

In discussion the following points were made : — 
(a) The economic outlook need not necessarily be interpreted as 

unfavourably as was implied in C. (57) 103. Our exports were rising, 
and until recently we had succeeded in keeping the cost of living 
relatively steady for a considerable period and in restricting wage 
increases to a level of 3 or 3\' per cent. The ratio between 
unemployed and vacancies was now more satisfactory than for some 
time past and the Government^ monetary policy was clearly 
operating effectively to reduce the inflationary pressure. F rom this 
point of view it would be relevant to ascertain how the present 
relation between prices, costs and incomes compared with the similar 
relation in the years before the war. 



(b) N o new wages policy would be successful unless the present 
condition of over-full employment was brought to an end. So long 
as this condition persisted employers would continue tp compete 
for labour, and wages would, as a result, continue to rise. The 
relative success of certain other countries in maintaining price and 
wage stability was due mainly to the higher levels of unemployment 
which they were prepared to tolerate. 

(c) If the Government were to regard themselves as committed 
to endorse the findings of the proposed impartial body, they would 
need to be able to employ effective sanctions against attempts to 
secure wage increases which were not justified by the new criterion. 
But so long as they felt unable effectively to resist the threat of strike 
action by a major industry, the sanctions necessary to the new policy 
would be lacking. If this" policy was to have any chance of success, 
it would be necessary first to ensure that the Government could 
maintain essential supplies and services throughout a strike. An 
enquiry into this problem was already in hand in. relation to a railway 
strike. I t should be expedited and extended to cover the possibility 
of a coal strike. 

(d) I t was far from certain that the impartial body would be able 
to agree upon a figure corresponding to the expected average increase 
in productivity for the country as a whole. Nor would a single figure
representing an average increase in productivity be equally applicable 
both to industries in which the increase in productivity might be 
expected to be greater than the average, and to those occupations 
(for example, the medical and teaching professions) in which, by 
their nature, it could not be expected to be statistically ascertainable 
at all. But the latter would claim to benefit from the average increase 
in productivity as of right, while the former would justifiably claim 
a wage increase exceeding the average increase in productivity; and 
the final result would be a higher increase in total remuneration than 
the real increase in productivity would justify. The figure established 
by the impartial body would become, in effect, not an average 
criterion of wage increases but a minimum for fresh wage bargaining. 
The effect would be to increase the inflationary pressure, and 
incidentally to impede the redeployment of labour which it should be 
the Governments policy to foster. 

(e) In a year in which output had hardly increased at all, as in 
1956, little, if any, increase in wages should be permitted by the new 
theory. But it was very doubtful whether the Government would be 
able to sustain this argument, particularly since it could be urged, 
with some reason, that it was largely the Governments own credit 
policy which had prevented an increase in productivity. 

(/) If the attitude of the Government to any particular wages 
dispute was in effect predetermined by the findings of the impartial 
body, no room for manoeuvre would remain in which the conciliation 
machinery of the Ministry of Labour could operate with flexibility;
and this valuable feature of our system of industrial relations would 
become ineffective. 

It was the general view of the Cabinet that, for the reasons 
indicated above, it might be unwise for the Government to adopt a 
policy whereby they would become automatically committed to 
endorse a specific figure of expected increase of productivity as the 
single criterion for increases in remuneration throughout the economy. 
On the other hand a standing advisory body, charged with the 
responsibility of investigating the problems involved in the inter
relation of wages, costs and prices, might provide a valuable means 
of educating public opinion about the implications of wage increases 
and of securing that the national interests involved in the settlement 
of wage claims were impartially and authoritatively presented. 
Officials should therefore be instructed to consider, as a matter of 
urgency, how such a body might be constituted and what the scope 
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7	 C C . 36 (57) 

of its functions might be, taking into account the experience of certain 
other European countries which operated, or had attempted to 
operate, similar systems of wages settlement. 

The Cabinet— 
(1) Invited	 the Chancellor of the Exchequer to arrange for 

officials to examine, as a matter of urgency, the problems 
involved in establishing an advisory body on the lines 
indicated in their discussion. 

(2) Invited the	 Chancellor of the Exchequer to circulate, in a 
form comparable with the appendix to C. (57) 103, 
particulars of movements in the purchasing power of the 
pound and of changes in incomes, real output and costs 
in the years before the war. 

(3) Took	 note that the Prime Minister would arrange that the 
enquiry into the Governments ability to maintain 
essential supplies and services during a transport strike 
should be expedited and that its scope should be extended 
to comprise also a strike in the coal mining industry. 

5. The Cabinet had before them a memorandum by the 
Minister of Labour (C. (57) 102) on the disputes in the shipbuilding 
and engineering industries. 

The Minister of Labour said that the Reports of the Courts of 
Enquiry into these disputes would be published on 2nd May. Their 
main recommendations were— 

(i) A wage increase of 5 per cent, without conditions or, 
alternatively, a wage increase of 6^ per cent, coupled with the 
conditions about stabilisation and productivity which were under 
consideration when the earlier negotiations had broken down. The 
stabilisation condition would provide that no fresh wage claim should 
be put forward within twelve months of the date of agreement; and 
this would probably mean that, owing to the procedural delays in 
negotiation, no fresh wage increase would be granted for about 
eighteen months. 

(ii) The formation of National Joint Councils with regular 
meetings, and the improvement of the existing procedure for dealing 
with disputes. 

(iii) The establishment of an authoritative and impartial body 
to consider the wider economic problems involved in the inter-related 
factors of wages, costs and prices. 

In the light of their general discussion on wages policy, recorded 
in the preceding minute, the Cabinet agreed that the Government 
should refrain from seeking to influence the attitude of industry to 
the first of these recommendations. The second recommendation 
might prove to be valuable, and should be generally supported. The 
third recommendation, which was in effect an endorsement of an 
earlier recommendation by the 1954 Engineering Court of Enquiry, 
would need to be carefully considered before the Government could 
announce the precise terms in which they would propose to give effect 
to it. I t would, however, be desirable to indicate the Governments 
acceptance of the proposal in principle without delay; and a 
statement should therefore be made, on the publication of the 
Reports, indicating that the Government welcomed this 
recommendation, that they were already giving it urgent 
consideration, and that this would involve discussions with the leaders 
of the two sides of industry both in the public and in the private 
sector. 



The Cabinet— 
Invited the Minister of Labour to arrange for a statement 
on the lines approved in their discussion to be issued 
simultaneously with the publication of the Reports of the 
Courts of Enquiry into the disputes in the shipbuilding and 
engineering industries. 

Cabinet Office, S.W.1, 
30th April, 1957. 
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Nuclear 1. The Prime Minister informed the Cabinet that he had 
Weapons authorised the representative of the United Kingdom Government 
Tests, on the Disarmament Sub-Committee of the United Nations to submit 
(Previous to the Sub-Committee formal proposals for the registration, limitation 
Reference: and eventual cessation of nuclear tests. These proposed that an 
C C . (57) 34th agreement should be made between the Governments of the United 
Conclusions, Kingdom, the United States and the Soviet Union for the registration 
Minute4.) of nuclear tests; that a committee of technical experts should be 

appointed to consider possible methods of limiting tests; and that 
the cessation of all tests should follow the prohibition of the 
production of fissile material for weapons purposes as part of a general 
disarmament agreement. It was contemplated that these proposals 
should also include a statement that in the meantime the United 
Kingdom Government would voluntarily undertake to conduct 
nuclear tests only in such a manner as would ensure that world 
radiation did not rise to more than a small fraction of the levels that 
might be hazardous. He would consider, in consultation with the 
Foreign Secretary, how and when it should be made known that this 
initiative had been taken by the United Kingdom Government. 

In discussion it was pointed out that the offer to exercise restraint 
in carrying out tests was no more than a unilateral offer and as such 
was different in character from the three proposals for international 
action or agreement. It might therefore be excluded from the formal 
proposals which were to be submitted in writing to the Sub-
Committee, though it could be mentioned orally by the United 
Kingdom representative in discussion in the Sub-Committee. 

The Cabinet— 
Agreed that proposals relating to nuclear tests should be 
put before the Disarmament Sub-Committee of the United 
Nations in the terms suggested by the Prime Minister, on the 
understanding that the offer to exercise restraint in 
conducting tests should not be included in the written 
proposals but should be mentioned orally by the United 
Kingdom representative in the discussions in the Sub-
Committee. 

Parliament. 2. The Cabinet were informed of the business to be taken in the 
House of Commons in the following week. 

The Home Secretary said that in his Statement on Business that 
day he proposed to announce that the Government accepted the 
recommendations of the Select Committee on Procedure which were 
concerned with simplifying the procedure for debating the Service 
Estimates. The revised procedure recommended by the Select 
Committee was acceptable to the Opposition and it would be brought 
into effect for the debate on the Air Estimates on 9th May. The 
procedure for debating Civil Estimates would remain unchanged. 

Channel 3. The Cabinet had before them a memorandum by the Minister 
Tunnel. of Transport (C. (57) 104) seeking authority to arrange for an 

examination to be made of the potential value of a Channel tunnel 
and to announce in Parliament that such an examination had been put 
in hand. 

The Minister of Transport said that fresh interest was now being 
taken in the project for a Channel tunnel. The French element in 
the Suez Canal Company, with the support of the French railways, 
were contemplating the reinvestment of the Company's assets in this 
project; and an American company had indicated willingness to join 
in a syndicate to undertake an economic and engineering survey of it. 



Commercial 
Policy. 
previous 
Reference: 
C C . (57) 29th 
Conclusions, 
Minute 3.) 

A report favouring the project had also been prepared by the British 
Transport Commission. Preliminary estimates suggested that the cost 
might be in the region of £200 millions, but dollar assistance might 
be forthcoming. The creation of a free trade area in Europe would 
enhance the competitive importance of transport costs and we ought 
now to re-examine our cross-Channel communications from this 
point of view. We should act quickly if we were to forestall an 
initiative by the French Government. 

Discussion showed that the Cabinet were reluctant to conclude, 
without further enquiry, that the balance of considerations would 
favour the construction of a Channel tunnel. Our economic interests 
might be better served by devoting our share of a possible expenditure 
of £200 millions to the improvement of our roads and ports. Germany 
would probably become our most important market in the proposed 
free trade area and the development of an adequate ferry service to 
the Rhine might prove a more valuable investment. The construction 
of a Channel tunnel would make it easier for European manufacturers 
to compete effectively in our home market. The proposed survey 
should therefore extend to the consideration of the most advantageous 
method of conveying our goods to the Continent on the assumption 
of our participation in a free trade area. 

In further discussion the point was also made that it was not 
necessarily in our interests that the assets of the Suez Canal Company 
should be reinvested either in a Channel tunnel or any other enterprise. 
It might be more to our advantage, as a substantial shareholder, that 
the Company should be liquidated and its assets distributed. A 
separate examination should therefore be made of our interests in 
this matter and of the legal entitlement of the Suez Canal Company 
to divert their assets to alternative forms of investment. Meanwhile, 
until the Government were in a position to indicate their considered 
attitude in the matter, it would be inadvisable to volunteer any 
announcement in Parliament about the Channel tunnel. 

The Cabinet— 
(1) Invited the	 Minister of Transport, in consultation with the 

Chancellor of the Exchequer, to arrange for an urgent 
examination of the most advantageous method of 
conveying goods to and from the Continent on the 
assumption of our participation in a free trade area, taking 
into account the revival of interest in the construction of 
a Channel tunnel. 

(2) Invited the Chancellor	 of the Exchequer to arrange for an 
examination of the legal entitlement of the Suez Canal 
Company to divert their assets to other forms of 
investment, and of our interests in this matter generally. 

(3) Agreed that no	 statement about the Channel tunnel project 
should be volunteered in Parliament until the Cabinet had 
considered the matter further in the light of the reports 
to be furnished under Conclusions (1) and (2) above. 

4. The Cabinet had before them notes by the Chancellor of 
the Exchequer (C. (57) 106 and 107) covering reports by officials on 
(i) the European Free Trade Area and (ii) the European Economic 
Community in relation to overseas territories. 

The Chancellor of the Exchequer said that there was a 
considerable body of opinion in Europe which wished to see the 
European Customs Union established without a Free Trade Area. 
The negotiations about the latter were proceeding very slowly, mainly 
by reason of the dilatory attitude of the French Government. If, 
however, the Customs Union came into being unaccompanied by a 
Free Trade Area, the United Kingdom would be confronted with a 



European economic bloc which would discriminate against our 
exports, and we should be liable to suffer severe damage as a result 
both of the loss of European markets and of the intensified 
competition from members of the Customs Union in markets overseas. 
The ratification of the Treaty of Rome which established the Customs 
Union was likely to be debated in the French and German 
Parliaments later in the summer, and it was important that the 
members of the Customs Union should, if possible, be persuaded 
publicly to endorse the Free Trade Area before ratifying the Treaty 
in order that they might not be able subsequently to break off the 
negotiations for the establishment of a Free Trade Area or to impose 
unacceptable terms as a condition of accepting it. Diplomatic action 
should be taken to this end. In particular, it would be helpful if the 
Prime Minister would make representations to this effect to the 
Federal German Chancellor during his visit to Bonn. It might also 
be desirable that Her Majesty's Representatives accredited to the 
members of the Customs Union should be instructed to seek to dispel 
the prevalent impression that our only purpose was to prevent the 
Customs Union from coming into being at all. 

In discussion there was general agreement that the Treaty of 
Rome derived basically from political considerations and that its 
real objective was the creation of an integrated European Community, 
capable of exerting a considerable political influence in its own right. 
We must therefore expect resistance to any action on our part which 
could be interpreted as an attempt to diminish the impetus of this 
movement or, by linking the new European grouping too closely with 
the Atlantic Community, to make it less independent of the United 
States. Nevertheless, if this effort to establish a European " third 
force " succeeded in its present form without our being associated in 
some positive fashion with the new alignment of power in Europe, 
the consequences would be very grave. Our existing European policy 
would be undermined and our special relationship with the United 
States would be endangered if the United States believed that our 
influence was less than that of the European Community. 

In these circumstances it was necessary to consider urgently 
what further measures could be taken to persuade the members of 
the Customs Union that an industrial Free Trade Area would be 
the natural complement to their own policies and that they would 
be ill-advised to confine their efforts to creating the Customs Union 
in a context which excluded the participation of the United Kingdom. 
On the one hand, they should be reminded of the importance of the 
United Kingdom market to their exporters, and they should be 
warned that, if they pursued policies which did not pay sufficient 
regard to our interests, it might become necessary for us to adopt 
protective measures against them, even to the extent of reversing 
the policy of trade liberalisation which we had pursued in recent 
years. On the other hand, it would also be important to ascertain 
what positive inducements we could offer to the members of the 
Customs Union to participate more actively in the negotiations for 
the establishment of a Free Trade Area. It would be difficult to 
offer any concession on agricultural products without alienating the 
Commonwealth and gravely offending the Governments own 
supporters in Parliament. It might, however, be possible to agree 
that other countries in Europe, not being members of the Customs 
Union, should adopt arrangements as regards agricultural products 
which would be acceptable to the members of the Union without 
injuring our own agricultural interests or the interests of the other 
members of the Commonwealth. In addition, a re-examination of 
our association with the European Coal and Steel Community might 
be undertaken. It might also be desirable to adopt a more positive 
attitude towards the contribution of finance for co-operative 
European investment either in Europe itself or in the overseas 
dependencies of the members of the Customs Union, e.g., for the 
development of the oil resources of the Sahara. 



The Prime Minister, summing up the discussion, said that the 
situation which had developed was serious. During his visit to Bonn 
he would speak frankly to the German Chancellor about the political 
implications of an attempt to create a Customs Union which excluded 
the possibility of an industrial Free Trade Area of the kind which 
the United Kingdom Government had proposed. This must lead 
inevitably to the disintegration of the European policy which, in 
common with our allies, we had hitherto pursued, involving the 
collapse of the North Atlantic Treaty Organisation and of the existing 
system of defence of Western Europe against the Soviet Union. It 
was therefore in the interests of all Western European Governments 
that the conception of the Customs Union should be extended to 
include an industrial Free Trade Area within which the United 
Kingdom could maintain and strengthen its association with Western 
Europe. But if the members of the Customs Union felt unable to 
co-operate effectively with us to this end, they must expect us to 
adopt such measures of self-protection as we could devise in terms 
of our commercial policies. Similar representations should be made 
to the French Government. 

In the meantime, officials should be instructed to study the 
various suggestions which had been made in the Cabinefs discussion 
for indicating our willingness to make a practical contribution to a 
greater degree of European integration, as an inducement to the 
members of the Customs Union to commit themselves to accept a 
Free Trade Area. They should also consider what policy we should 
pursue if, in the event, the Customs Union came into existence 
without a Free Trade Area, including the means which we should 
adopt to mitigate its adverse effects upon ourselves. 

The	 Cabinet— 
(1) Invited	 the Chancellor of the Exchequer to arrange for 

officials to examine, as a matter of urgency— 
(i) the	 suggestions which had been made in their 

discussion for offering some further inducements 
to the members of the Customs Union to commit 
themselves to accept a Free Trade Area ; 

(ii) the steps which we should take, if these	 negotiations 
failed, to mitigate the adverse effects upon the 
United Kingdom of a Customs Union without a 
Free Trade Area. 

(2) Agreed to resume their discussion at a subsequent meeting. 

Cabinet Office, S.W.1, 
2nd May, 1957. 
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Parliament

Suez Canal.
(Previous
Reference :
C.C. (57) 36th
Conclusions,
Minute 1.)

Jordan. 
(Previous 
Reference: 
C.C. (57) 36th 
Conclusions, 
Minute 3.) 

Agriculture. 
(Previous 
Reference : 
C M . (56) 85th 
Conclusions, 
Minute 10.) 
Export of 
Cattle. 

 1. The Cabinet were informed of the business to be taken in the 
House of Commons in the following week. 

 2. The Chancellor of the Exchequer said that from the course 
 of the negotiations so far conducted between representatives of the 

 Bank of England and the National Bank of Egypt in Basle it seemed 
 likely that agreement might be reached with the Egyptians on the 

 establishment of a new Egyptian No. 3 account, for the payment of 
 Canal dues and ships' disbursements by United Kingdom shipping, 

provided that we would give assurances that this new account would 
remain free from restrictions and that, as soon as it was open, we 
would initiate further discussions about the Egyptian No. 1 account 
and the resumption of normal trade between the two countries. 

In discussion it was agreed that the negotiations in Basle should 
continue on this basis. It would be convenient that the next meeting 
of the Suez Canal Users' Association should, if possible, be arranged 
for 8th or 9th May. 

The Cabinet— 
Agreed to resume their consideration of this question at a 
subsequent meeting. 

3. The Minister of Defence said that it was disquieting that no 
progress had been made towards an agreement with the Government 
of Jordan guaranteeing us flying rights over Jordanian territory. The 
Government of Jordan should be pressed to conclude this agreement 
as rapidly as possible. 

The Cabinet— 
Invited the Minister of State for Foreign Affairs (Commander 
Noble) to consider, in consultation with the Minister of 
Defence, what further action could be taken to secure the 
completion of an agreement with the Government of Jordan 
granting the United Kingdom flying rights over Jordanian 
territory. 

4. The Cabinet had before them a memorandum by the 
Secretary of State for Scotland and the Minister of Agriculture 
(C. (57) 105) submitting proposals for controlling the export t rade in 
live cattle to the Continent. 

The Minister of Agriculture said that the conditions under which 
this trade was carried on had given rise to widespread public concern. 
A Committee of Enquiry had found no justification for prohibiting 
the trade altogether but had recommended that steps should be taken 
to ensure that the animals were not required to undergo long journeys 
after arriving on the Continent. It was therefore proposed that, until 
new legislation could be introduced, the Import , Export and Customs 
Power (Defence) Act, 1939, should be used to require that these 
cattle should be slaughtered, on arrival, at slaughterhouses which 
were within a specified distance from the ports of disembarkation. 
The extent of this limit would require further consideration if the 
trade in live cattle with France and Holland was not to be frustrated; 
and it would also be desirable to emphasise our willingness to enter 
into consultation with the Continental countries concerned with a 
view to devising mutually acceptable means of regulating the trade. 
It would not be practicable to slaughter the animals in this country 
and to substitute a trade in carcase meat, since the Continental buyers 
preferred to slaughter the animals themselves in order to obtain fresh 
meat and there were not adequate transport facilities for an export 
trade in chilled meat. 



Commercial 
PoKcy. 
(Previous 
Reference: 
C C . (57) 37th 
Conclusions, 
Minute 4.) 
Oversea 
Territories. 

Discussion showed that, despite the degree of public concern for 
the welfare of animals, the Cabinet were doubtful whether regulations 
should be introduced for controlling the trade in live cattle in advance 
of consultations with the Continental countries concerned. Until 
conditions in our own slaughterhouses had been improved it was 
questionable whether we were entitled to attempt to prescribe a higher 
standard than Continental countries observed in the treatment of 
cattle to be slaughtered, and it might give rise to friction if, without 
consultation with our partners in this trade, we were to introduce 
regulations which we should have no means of enforcing after the 
animals had arrived on the Continent. In particular, at a time when 
we were concerned to promote the development of a free trade area 
in Europe, it was not in our interest to take unilateral action which 
might appear to be directed against France. Moreover, although the 
Import, Export and Customs Powers (Defence) Act, 1939, had been 
used on an earlier occasion to bring under control the trade in horses, 
it was doubtful whether emergency powers of this nature could be 
properly used for the purposes now in question and there was little 
prospect that Parliamentary time could be made available for 
permanent legislation in the near future. In these circumstances, 
action should be limited to putting into effect the recommendations 
of the Burleigh Committee for the humane treatment of the animals 
while they remained in this country, and to initiating discussions with 
the Continental countries concerned with a view to devising mutually 
acceptable arrangements for regulating the trade. 

The C a b i n e t 
(1) Invited the Secretary of State for	 Scotland and the Minister 

of Agriculture to open consultations with the European 
Governments concerned with a view to devising mutually 
acceptable arrangements for regulating the export trade 
from this country in live cattle, and to report further to 
the Cabinet in due course. 

(2) Invited the Secretary	 of State for Scotland and the Minister 
of Agriculture to obtain the opinion of the Law Officers 
on the question whether it would be legitimate to invoke 
the Import , Export and Customs Powers (Defence) Act, 
1939 for the regulation of the export trade in live cattle. 

5. The Cabinet had before them a note by the Chancellor of 
the Exchequer (C. (57) 107) covering a report by officials about the 
association of oversea territories with the industrial Free Trade Area 
and the European Customs Union. 

The Chancellor of the Exchequer said that further examination 
had confirmed the earlier hypothesis that it would be to our advantage 
to continue to exclude oversea territories from the Free Trade Area 
and to press for mitigation of the damage to the trade of our own 
Colonies caused by the association of oversea territories with the 
Customs Union under the Treaty of Rome. 

The Colonial Secretary said that, while most of the Colonies 
wished to remain outside the Free Trade Area, Kenya and Hong 
Kong had asked to be admitted to it. It would probably be necessary 
to refuse this request; but the refusal would need to be worded with 
care if we were not to create an impression that we were indifferent 
to Colonial interests. For the same reason we should also press the 
members of the Customs Union to concede the necessary 
arrangements for mitigating the damage to the trade of our Colonies 
which would result from the Treaty of Rome, if necessary making 
these arrangements a condition of our consenting to the waiver 
required by the General Agreement on Tariffs and Trade for the 
association of oversea territories with the European Customs Union. 



5 CC. (38) 57 
In discussion it was suggested that, while we could not agree in 

present circumstances to the admission of any oversea territories to 
the Free Trade Area, their indefinite exclusion might create fresh 
problems, particularly in the case of imports from Hong Kong. It 
was for consideration, therefore, whether we should indicate that at 
a subsequent stage we might be prepared to re-examine this question 
in the light of developments. On the other hand we should need to 
avoid any action which might strengthen the claim advanced by 
France that French oversea territories, particularly Algeria, should 
be included in the Free Trade Area. 

The Cabinet— 
Approved the proposals in C. (57) 107. 

6. The Cabinet resumed their consideration of memoranda by 
the Minister of Power, the Minister of Transport and the President 
of the Board of Trade (C. (57) 82, 83 and 86) on the price policy of 
the fuel and power industries. They also had before them a 
memorandum by the Postmaster-General (C. (57) 109) on the practice 
followed by the Post Office in this matter. 

The Minister of Power said that it was in accordance with sound 
commercial principles that the nationalised power industries should 
be required to fix the prices of their products and services at a level 
which would enable them both to cover rising operating costs and to 
maintain and replace their capital assets. The electricity and gas 
industries had in fact tended to follow such a practice, and the 
increase in the price of electricity which Electricity Boards were 
currently making was directly attributable to this policy. The 
National Coal Board, on the other hand, had not hitherto followed 
this course; but, since a high proportion of the new investment 
required in the coal industry was directed towards the replacement 
of wasting assets, it was desirable that they should now be brought 
into conformity. 

The Minister of Transport said that he did not dissent from the 
view that the nationalised fuel and power industries should be obliged 
to cover their operating costs. But the extension to rail transport 
of a policy of fixing charges at a level which would cover, in addition, 
the cost of replacing capital equipment would necessitate very 
considerable increases in rail charges which would have grave 
repercussions throughout the economy. It was arguable that, as a 
matter of principle, the nationalised industries should be required to 
keep their prices as low as possible, in the interests of the general 
policy of price stability. 

The Chancellor of the Exchequer said that the current wage 
increases of 5 per cent., emerging at the end of a period in which 
prices had remained stable though costs had gradually risen, were 
making it impossible to maintain prices at their previous levels. It 
was already evident that prices in the private, as well as in the public, 
sector of the economy would rise and it was important to ensure that 
rising prices were immediately linked in the public mind with the 
wage increases which had been responsible for them. It might then 
prove possible to establish a new plateau of stability at a somewhat 
higher price level than before. It would be wise to take the 
opportunity of this new upward movement of prices to put the 
financing of the capital requirements of the nationalised industries on 
to a sounder footing and to relieve the Exchequer, as he had done 
in his Budget, of some part of the inflationary borrowing which the 
present practice entailed. 

The Minister of Labour said that, while he accepted the 
justification for price increases which resulted directly from increases 
in operating costs, including wages, he was not convinced of the 
wisdom of raising prices still further to enable the nationalised 



industries to finance a greater proportion of their capital 
requirements. The cost-of-living index had tended to fall in recent 
months, and it would not necessarily prove impossible to hold prices 
stable at or near current levels for a further period. Excessive 
increases in the prices charged by the nationalised industries, for 
which the Government were regarded as directly responsible, were 
liable to stimulate wage claims, and a further round of such claims 
would be provoked by a decision to require the nationalised 
industries to adjust their prices to cover the cost of replacing their 
capital equipment. To some extent the Government^ decision in 
this matter had been prejudiced by the price increases which the 
electricity industry was already making; but the proposal to increase 
the price of coal by 2s. a ton as a contribution towards financing the 
capital requirements of the industry would be bound to jeopardise 
the prospects of securing the collaboration of the trade union 
movement in the comprehensive investigation of the relation between 
profits, prices and wages which the Government were contemplating. 

The President of the Board of Trade said that he was disturbed 
by the damage to our export trade which might arise from an increase 
in industrial costs resulting from higher charges for the products and 
services of the nationalised industries. Nevertheless, it was sound 
commercial practice that these industries should to a greater extent 
be self-financing, and he was prepared to accept the need for the 
proposed increases in charges provided that their inflationary effects 
were kept under restraint by a strict monetary policy. 

Discussion showed that the Cabinet were agreed upon the need 
to require the nationalised fuel and power industries to raise their 
prices by the amounts necessary to recover the increases in their 
operating costs, yielding a further £92 millions of revenue in the year 
1957-58. The desirability of requiring these industries to provide 
a further £48 millions for the maintenance and replacement of capital 
equipment was more doubtful in view of the possible consequences 
for the Governmenfs price stabilisation policy and for their hope of 
securing the collaboration of the trade unions in further measures for 
the support of this policy. Nevertheless some further upward 
movement of prices in general now appeared to be inevitable, and it 
could be argued that the Government should take this opportunity 
to establish the practice of regarding the expense of maintaining and 
replacing capital equipment as an operating cost of the nationalised 
industries. In view, however, of the exceptional importance which 
attached to increases in the price of coal, the proposed additional 
increase of 2s. a ton attributable to the greater self-financing of the 
mining industry should be spread over a period of five years, 
especially since some part of the total proposed increase of Is. \0d. 
a ton was intended in part to recover an operating deficit which had 
already been incurred. 

The Cabinet— 
Approved the proposals in C. (57) 82, subject to the 
limitation to M. a ton of the additional increase in 1957-58 
in the price of coal to be imposed in respect of the financing
of capital requirements, making the total increase in the 
price of coal 6s. 6d. a ton for that year. 

Malta. 7 -p^g Cabinet had before them a memorandum by the 
(Previous Colonial Secretary (C. (57) 113) about the basis on which 
Reference: constitutional negotiations with the Maltese Government should be 
C C . (57) 35th resumed, together with a memorandum by the Minister of Defence, 
Conclusions, (C. (57) 114) summarising his discussion of defence economies with 
Minute 6.) the Maltese Prime Minister during his recent visit to Malta. 



The Colonial Secretary said that, if the Maltese Government 
were not prepared to accept the offer of constitutional and economic 
development which we had made during the recent negotiations, the 
suggestion that the political and economic aspects of integration 
should be explored in successive stages was preferable to either of 
the alternative courses which now appeared to be open to us, i.e., to 
rest on the present dyarchy or to abandon integration and to allow 
Malta to become independent subject to the conclusion of a defence 
agreement with the United Kingdom. On this assumption we should 
now offer the Maltese Government a choice between, on the one 
hand, the proposals for integration which we had put forward during 
the recent negotiations and, on the other hand, interim arrangements 
designed to cover a period of five years, at the end of which the two 
Governments would give further consideration to the future of Malta. 
These arrangements would re-incorporate the constitutional 
proposals which we had already put forward, subject to the exclusion 
of Maltese representation at Westminster but with the possible 
additional concession that Malta.should be regarded as one of the 
British Isles which did not enjoy representation in the United 
Kingdom Parliament. They would also renew in substance the 
economic proposals which we had already made, although we should 
need to define with caution the extent to which we should be prepared 
to provide financial assistance in the event of severe unemployment 
developing in Malta as a result of the defence economies. 

In discussion the following points were made : — 
(a) The Maltese Government would show themselves unmindful 

of their own interests if, after their recent discussion with the 
Minister of Defence about the impact of the defence economies on 
Malta, they did not accept our offer of integration with the United 
Kingdom. 

(b) On the other hand, we should not sacrifice the benefits to be 
gained from the defence economies by undertaking extensive 
commitments in relief of unemployment in Malta or by diverting to 
Malta defence work which could more economically be carried out 
in United Kingdom establishments. It was important that the 
Maltese Government should clearly understand that we intended to 
implement the economies which we had announced, and that, 
although we would co-operate with them in mitigating the effects as 
far as possible, we could not undertake to guarantee that Malta 
should be wholly insulated from the consequences. 

(c) Nevertheless, if severe unemployment developed in Malta, we 
should be under a strong moral obligation to assist the Island to deal 
with the social and economic problems which would arise. 

(d) Our new offer should be presented as a final effort to 
conclude discussions in which we had already treated Malta with 
great generosity. It should not be allowed to become the starting 
point of a new round of negotiations in which we should be expected 
to make further concessions to Malta. 

(e) The final agreement with the Maltese Government would be 
embodied in an exchange of letters, the wording of which would need 
to be carefully considered by the Malta Committee. 

The C a b i n e t 
(1) Approved, subject to the points made in their discussion, the 

proposals in C. (57) 113. 
(2) Invited the Colonial Secretary to submit, for consideration by 

the Malta Committee, the text of the exchange of letters 
in which the final agreement with the Maltese Govern
ment would be embodied. 



Industrial 
Relations. 
(Previous 
Reference: 
C C . (57) 36th 
Conclusions, 
Minute 5.) 

Cabinet
6th

8. The Minister of Labour said that officials were now 
examining the proposal to establish a new impartial body to consider 
the wider economic problems involved in the inter-related factors of 
wages, costs and prices, and it should shortly be possible to arrange 
the initial discussion with industry about the constitution of this 
Board, its composition and terms of reference. It would be advisable 
that the Prime Minister should himself preside over this discussion. 
He proposed to take unofficial soundings of both sides of industry to 
prepare the way for this meeting and would submit proposals for 
consideration by the Cabinet at a subsequent meeting. 

The Cabinet— 
Took note, with approval, of this statement. 

Office, S.W.1, 
May, 1957. 
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Wages	 and 
Prices. 
(Previous 
References: 
C C  . (57) 36th 

Conclusions, 

Minute 3, 

C  C (57) 38th 

Conclusions, 

Minute 8.) 


1. The Cabinet had before them (i) a note by the Chancellor 
of the Exchequer (C. (57) 117) covering a report by officials on the 
problems involved in establishing an Advisory Council on Price 
Stability and (ii) a memorandum by the Minister of Labour 
(C. (57) 119) about the means of further consultation on this proposal 
with the Trades Union Congress (T.U.C.), the British Employers ' 
Confederation (B.E.C.) and the nationalised industries. 

In discussion the following points were made : — 
(a) The T.U.C. had indicated unofficially that they would 

probably be unwilling to be formally associated with the establish
ment of the proposed Advisory Council; but if its terms of reference 
were sufficiently widely drawn they might be persuaded grudgingly 
to co-operate in its work. 

(b) There were risks in establishing the Council on a more or 
less permanent basis or for a definite period of years. The fact that 
it would be empowered to make pronouncements on questions of 
profits and dividends might be unacceptable to a section of the 
Governmenfs own supporters; and its activities might be 
embarrassing to the Government in other respects, e.g., if it chose 
to examine wider economic problems involving questions of 
budgetary and credit policy. It might therefore be wiser to constitute 
the Council on a basis which would permit the Government to amend 
its method of working if necessary, or even to bring it to an end 
entirely if it proved to be unsuccessful. 

(c) It might also be expedient to avoid giving the Council formal 
terms of reference but to allow it, at least initially, to operate on the 
basis of more general directions which could be outlined in the 
Governmenfs statement announcing its creation and could, if 
necessary, be modified with less formality in the light of 
developments. 

(d) The emphasis of the CounciPs deliberations should be less 
on stability and more on the positive aspect of the problem of wages 
and prices, i.e., the importance of increasing productivity and creating 
greater real wealth in the economy. This might also be reflected in 
the CounciFs title. 

The Prime Minister, summing up the discussion, said that, while 
the Council might prove to be of psychological value as constituting 
a new and constructive approach to the problem of reconciling price 
stability and full employment, a problem for which none of the 
existing advisory or consultative bodies had been able to devise a 
solution, the Cabinet would need to give further consideration to 
the embarrassments which such a Council might create for the 
Government and the difficulty of providing it with a suitable mandate. 
The Cabinet should also consider further whether it would be wise 
to go forward with the appointment of such a Council if the 
co-operation of the T.U.C. was not in fact forthcoming. In this 
connection further thought should be given to the appropriate 
method of ascertaining the reactions of both sides of industry—it 
might, for example, be appropriate to make use of the Economic 
Planning Board for this purpose. 

The Cabinet— 
(1) Invited the Chancellor of-the Exchequer, in consultation with 

the Minister of Labour, to arrange for officials, in the 
light of their discussion, to re-examine the draft terms of 
reference of the proposed Advisory Council on Price 
Stability and to consider how further unofficial 
approaches on this subject would best be made to 
management and labour. 

(2) Agreed	 to resume their discussion at a subsequent meeting 
in the light of the results of the further examination to be 
undertaken in pursuance of Conclusion (1) above. 



Suez Canal.
(Previous
Reference:
CC. (57) 38th
Conclusions,
Minute 2.)

. ;

 2. At the end of its meeting on the previous day the Council of 
 the Suez Canal Users' Association (S.C.U.A.) had stated publicly that 
 it was the general consensus of opinion of its members that the 

 Egyptian proposals for the use of the Suez Canal were insufficient 
 and fell short of the six principles approved by the Security Council 

 on 13th October, 1956. The Council had also stated that, in so far 
as the use of the Canal was resumed by the shipping of member 
States, this would not imply their acceptance of the Egyptian 
proposals as a settlement of the Suez Canal question. Member States 
reserved their existing legal rights under the Convention of 1888 and 
otherwise with respect to the operation of the Canal. Two 
reservations to this statement had been publicly made. The first, by 
the French delegate, was that in the opinion of his Government it 
was not possible in present circumstances to recommend the use of 
the Canal to member States. The second, by the Spanish delegate, 
expressed the view that it was solely within the competence of the 
United Nations to decide whether or not the Egyptian proposals were 
consistent with the resolution passed by the Security Council on 
13th October, 1956. 

The Prime Minister said that, in the light of this communique, the 
Cabinet must now decide what policy they would adopt about the 
use of the Suez Canal by United Kingdom shipping. The public's 
preliminary reaction to the communique had been reasonably 
satisfactory, and the French reservation had attracted relatively little 
attention-. An attempt to maintain indefinitely our present 
restrictions on the use of the Canal by United Kingdom snipping 

 might be interpreted as a sign of weakness rather than of strength. 
It would also entail the risk that the Egyptian Government might 
withdraw their agreement to the arrangements which had been 
concluded between the Bank of England and the National Bank of 
Egypt for the payment of Canal dues and ships' disbursements by 
United Kingdom shipping in transferable sterling. Finally, it might 
alienate the goodwill of the United States Government, since it had 
been at our request that they had taken the initiative in making the 
suggestion that ship-owners might resume de facto use of the Canal 
while reserving their legal rights. In these circumstances it seemed 
that the balance of advantage might lie in allowing United Kingdom 
shipping to resume transit of the Canal. 

In discussion there was general agreement that we had now 
extracted the maximum advantage from the present situation and that 
the Egyptian proposals represented the best arrangements for the 
administration of the Canal which we could hope to achieve in the 
short term. There was no possibility that an effective international 
boycott of the Canal could be enforced; and, in view of the increasing 
number of ships of other countries which were now using the Canal, 
our own shipowners and traders would be placed at a commercial 
disadvantage if we continued to prohibit them from, enjoying the 
same competitive facilities. The trade returns for April would reveal 
an unwelcome increase in the adverse balance of visible trade, and we 
could no longer afford to maintain an artificial obstruction to the 
maximum expansion of our exports. 

The Cabinet therefore agreed that it would be desirable that the 
Government should announce in the House of Commons on 
13th May that financial arrangements had been made with the 
Egyptian authorities which would enable United Kingdom ships to 
resume use of the Canal on the basis that the necessary payments 
would be made in transferable sterling. The statement should 
emphasise the substantial advantages which had been gained as a 
result of the pressures to which the Egyptian Government had been 
subjected during the period in which we, in common with other 
members of S.C.U.A., had dissuaded shipping from using the Canal ; 
and it should stress the importance which we should continue to 
attach to the achievement of a final settlement in full conformity with 



the six principles embodied in the resolution adopted by the Security 
Council on 13th October, 1956. 

It would be helpful if similar statements were made at the same 
time by the Governments of other countries which had collaborated 
with us in restraining their shipping from using the Canal. It was 
therefore desirable that we should at once inform those Governments, 
both in the Commonwealth and in other countries, that we were 
grateful for their support and co-operation in the last few months, 
but that, in view of the terms of the communique issued by S.C.U.A. 
and the increasing extent to which shipping was in fact resuming use 
of the Canal, we no longer felt entitled to maintain our request that 
other countries should discourage their shipping from using the Canal 
route; that we had good reason to believe that by 13th May financial 
arrangements would have been concluded with the Egyptian 
Government to enable transit dues to be paid in transferable sterling 
and that in that event we should on 13th May announce that we had 
withdrawn our advice to United Kingdom shipowners to avoid use of 
the Canal; and that we hoped that the other Governments concerned 
would at the same time announce that their shipping would no longer 
abstain from using the Canal. 

It would also be necessary, in advance of the Parliamentary 
statement, for the National Bank of Egypt to be informed by the Bank 
of England that it would be convenient if their request for the 
opening of the new Egyptian account could be received in time for 
the account to be opened by 13th May. If the Egyptian reply was 
satisfactory, the relevant Order could be made on the morning of 
13th May and published later in the day at approximately the same 
time as the Governmenfs statement. 

At a later stage the Cabinet would need to consider the 
desirability of allowing United Kingdom warships to resume use of 
the Canal, in the light of the existing relations between the United 
Kingdom and Egypt in terms of international law. An occasion of 
this kind would arise towards the end of the month, when a frigate 
which was due to leave the United Kingdom on 17th May would 
reach the Canal. 

The Cabinet— 
(1) Invited	 the Foreign Secretary, in consultation with the 

Chancellor of the Exchequer, the Commonwealth 
Secretary and the Minister of Transport, to prepare and 
submit for the Prime Minister^ approval drafts of a 
Parliamentary statement and of telegrams to other 
Governments on the lines agreed in the discussion. 

(2)	 Invited the Chancellor of the Exchequer to arrange for the 
Bank of England to inform the National Bank of Egypt 
that it would be convenient if the latter's request for the 
opening of the new Egyptian account could be received in 
time for the account to be opened by 13 th May. 

Oil Supplies.
(Previous
Reference:
C.C. (57) 26th
Conclusions,
Minute 2.)

 3.  i n the light of the discussion recorded in the preceding 
 Minute about the use of the Suez Canal by United Kingdom shipping 
 the Cabinet agreed that it would be impracticable to maintain petrol 

 rationing in this country after it had been made known that United 
 Kingdom shipping would be resuming use of the Canal. It would, 

 however, be preferable that an announcement to this effect should 
not form part of the statement about the resumption of use of the 
Canal but should be made separately at a slightly later date. 

The Cabinet— 
(1) Agreed that petrol rationing should be discontinued in

course of the following week. 
 the 



the six principles embodied in the resolution adopted by the Security 
Council on 13th October, 1956. 

It would be helpful if similar statements were made at the same 
time by the Governments of other countries which had collaborated 
with us in restraining their shipping from using the Canal. It was 
therefore desirable that we should at once inform those Governments, 
both in the Commonwealth and in other countries, that we were 
grateful for their support and co-operation in the last few months, 
but that, in view of the terms of the communique issued by S.C.U.A. 
and the increasing extent to which shipping was in fact resuming use 
of the Canal, we no longer felt entitled to maintain our request that 
other countries should discourage their shipping from using the Canal 
route; that we had good reason to believe that by 13th May financial 
arrangements would have been concluded with the Egyptian 
Government to enable transit dues to be paid in transferable sterling 
and that in that event we should on 13th May announce that we had 
withdrawn our advice to United Kingdom shipowners to avoid use of 
the Canal; and that we hoped that the other Governments concerned 
would at the same time announce that their shipping would no longer 
abstain from using the Canal. 

It would also be necessary, in advance of the Parliamentary 
statement, for the National Bank of Egypt to be informed by the Bank 
of England that it would be convenient if their request for the 
opening of the new Egyptian account could be received in time for 
the account to be opened by 13th May. If the Egyptian reply was 
satisfactory, the relevant Order could be made on the morning of 
13th May and published later in the day at approximately the same 
time as the Governments statement. 

At a later stage the Cabinet would need to consider the 
desirability of allowing United Kingdom warships to resume use of 
the Canal, in the light of the existing relations between the United 
Kingdom and Egypt in terms of international law. An occasion of 
this kind would arise towards the end of the month, when a frigate 
which was due to leave the United Kingdom on 17th May would 
reach the Canal. 

The Cabinet— 
(1) Invited	 the Foreign Secretary, in consultation with the 

Chancellor of the Exchequer, the Commonwealth 
Secretary and the Minister of Transport, to prepare and 
submit for the Prime Minister^ approval drafts of a 
Parliamentary statement and of telegrams to other 
Governments on the lines agreed in the discussion. 

(2)	 Invited the Chancellor of the Exchequer to arrange for the 
Bank of England to inform the National Bank of Egypt 
that it would be convenient if the latter's request for the 
opening of the new Egyptian account could be received in 
time for the account to be opened by 13th May. 

Oil Supplies. 3.  i  the light of the discussion recorded in the preceding n

(Previous Minute about the use of the Suez Canal by United Kingdom shipping 
Reference: the Cabinet agreed that it would be impracticable to maintain petrol 
C C . (57) 26th rationing in this country after it had been made known that United 
Conclusions, Kingdom shipping would be resuming use of the Canal. It wouid, 
Minute 2.) however, be preferable that an announcement to this effect should 

not form part of the statement about the resumption of use of the 
Canal but should be made separately at a slightly later date. 

The Cabinet— 
(1) Agreed that petrol rationing should be discontinued in	 the 

course of the following week. 



(2) Authorised the Minister of Power to announce their	 decision 
in reply to a Parliamentary Question in the House of 
Lords on 14th May and to arrange for a similar announce
to be made by the Paymaster-General in the House of 
Commons on the same day. 

4. The Cabinet had before them a note by the Chancellor of 
the Exchequer (C. (57) 115) covering a report by officials on the claims 
of British subjects and enterprises whose assets and property in Egypt 
had been sequestrated, and submitting proposals both for pursuing 
these claims with the Egyptian Government and for taking interim 
action to meet the needs of individual claimants. 

The Chancellor of the Exchequer said that the claims in question 
would probably exceed £140 millions. The Egyptian authorities had 
intimated, during the recent financial negotiations in Basle, that they 
wished to discuss the re-instatement of facilities for ordinary 
commercial payments and it had been arranged that a further 
conference for this purpose should take place in Rome on 23rd May. 
This conference would provide an opportunity for ascertaining 
whether the Egyptian authorities would be prepared to release the 
greater part of the sequestrated assets. If they adopted a wholly 
intransigent attitude on this subject it might prove necessary to 
appropriate the Egyptian sterling balances in this country which 
amounted, after excluding the sum due to be transferred to the Sudan 
Government, to some £85 millions, and to distribute these balances 
to the claimants. This, however, must be regarded as a course of 
ultimate resort : it would be a formidable administrative operation, 
involving legislation of a kind for which there was no precedent 
except in the case of enemy property in time of war, and it would be 
liable to have serious repercussions on the international reputation 
of sterling. Moreover, there were no grounds as yet for assuming 
that the Egyptian Government would prove wholly unaccom
modating, and it would prejudice our prospects of establishing the 
claims by negotiation with the Egyptian Government if we 
prematurely assumed responsibility for them by undertaking to make 
advance payments against the security of the sequestrated assets. 
There might be rather less objection to making advances against assets 
physically in this country and to making special arrangements in the 
case of the employees of the Suez contractors. It would be advisable, 
however, to defer making payments under either of these heads until 
the need for doing so could be assessed in the light of the progress 
achieved in the forthcoming negotiations in Rome. Meanwhile, the 
scope and scale of payments by the Anglo-Egyptian Resettlement 
Board should be sympathetically re-examined. 

Discussion showed that the Cabinet, while in general agreement 
with this view, felt that the Governmenfs responsibilities towards the 
contractors' employees might be regarded as being on a different 
footing from their responsibilities towards the other claimants. These 
men, many of whom had realised their assets in this country on being 
posted to Egypt, were virtually in the position of public servants, and 
the Government were under a strong moral obligation towards them, 
especially in the context of the Anglo-French operation against 
Egypt. Their claims amounted in total to about £600,000, of which 
about £500,000 was attributable to personal effects, the balance 
representing funds on deposit in Egypt. It was agreed that no 
action should be taken as regards claims in the second category until 
the results of the forthcoming negotiations in Rome could be assessed. 
I t would, however, be justifiable to accord a special priority to the 
claims of the contractors' employees in respect of personal possessions, 
and arrangements for this purpose should be examined, although no 
public announcement of the Governmenfs intentions should be made 
in advance of the opening of the negotiations in Rome. It would be 
important that any payments made under such arrangements should 
be regarded as ex gratia compensation, and should not be interpreted 
as establishing a precedent for interim payment against assets. 



7 C C . 39 (57) 

In further discussion the following points were made : — 
(a) If it ultimately became necessary to concede advances against 

sequestrated assets, it would not be possible to adapt the Anglo-
Egyptian Resettlement Board to fulfil this function. I t would be 
prudent therefore to create without delay the nucleus of an 
organisation which, if need arose, would be capable of such a task, 
employing staff which could be made available by the Board of Trade 
for this purpose. 

(b) The Government statement about the Suez Canal on 
13th May, together with the disclosure of the payments arrangements 
which had been negotiated with Egypt, would provoke a revival of 
interest in the claims of those who had suffered financially from the 
Suez dispute. Steps should be taken to represent to Lord Killearn, as 
the spokesman of the claimants, the desirability of refraining from 
pursuing this matter in Parliamentary discussion until the negotiations 
in Rome had made some progress. 

The Cabinet— 
(1) Approved, subject to the points made in their discussion, the 

proposals in C. (57) 115. 
(2) Invited the Chancellor of the Exchequer, in consultation with 

the Secretary of State for War, to arrange for an 
examination of the possibility of making ex gratia 
payments of compensation to the employees of the Suez 
contractors in respect of personal possessions and effects 
but not of funds on deposit in Egypt, on the assumption 
that no public announcement of the Government^ 
intentions in this respect would be made and no 
compensation would be paid in advance of the 
forthcoming negotiations with the Egyptian Government 
in Rome. 

(3) Invited the Chancellor of the Exchequer, in consultation with 
the President of the Board of Trade, to examine the 
possibility of creating a nucleus organisation which would 
be capable, if need eventually arose, of making advances 
to British subjects and enterprises against assets 
sequestrated in Egypt. 

(4) Invited the Chancellor of the Exchequer, in consultation with 
the Commonwealth Secretary, to consider advising 
Lord Killearn to refrain from pursuing the claims of 
British subjects in Parliamentary discussion until the 
negotiations in Rome had made some progress. 

New Zealand. 5. The President of the Board of Trade said that during the 
Trade Talks, current trade discussions the New Zealand delegation had reacted 

adversely to our refusal to impose a quota on Argentine meat, and 
had discounted the value of our alternative offer of an undertaking 
not to impose quotas against dairy products from New Zealand for 
a period of at least ten years. The delegation had subsequently 
stated, that New Zealand might now find it necessary to re-negotiate 
the Ottawa Agreements and to reduce the preferences accorded to 
United Kingdom manufactures entering New Zealand to levels 
comparable with those which we had negotiated with Australia in 
the previous year. This proposal could be attributed partly to 
domestic political considerations, and partly to a desire not to appear 
at a disadvantage in the matter of preferences in comparison with 
Australia. On the other hand the New Zealand Government were 
confronted with a real problem of surplus agricultural products. 
They took the view that the General Agreement on Tariffs and Trade 
offered little advantage to New Zealand, and they appeared to be 
exploring the possibility of negotiating bilateral agreements, 
including an agreement with Japan, in which they would be assisted 



by a substantial reduction in existing preferences. Nevertheless, the 
preferences which we enjoyed in New Zealand, at an average level 
of 20 per cent., were more valuable than those which we had 
previously enjoyed in Australia, and their reduction to a level of 
7-J-10 per cent, would inflict serious damage on our export trade. It 
might therefore be necessary to ask the Prime Minister to intervene 
in the discussions if the New Zealand Government could not be 
diverted from their present proposal. 

The Commonwealth Secretary confirmed that the proposal of 
the New Zealand Government to re-negotiate the Ottawa 
Agreements was motivated primarily by domestic political 
considerations. Nevertheless, we should not be able indefinitely to 
withstand pressure to reconsider these Agreements. In present 
circumstances it might be advisable to intimate that we were prepared 
to conduct exploratory discussions on this subject, with a view to 
entering on substantive negotiations early in the following year. 

The C a b i n e t -
Invited the President of the Board of Trade to keep them 
informed of further progress in the trade discussions with 
the New Zealand delegation. 

Cabinet Office, S.W.1, 
10th May, 1957. 
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Jordan.
(Previous
Reference:
C C  . (57) 38th
Conclusions,
Minute 3.)

Home Guard. 
(Previous 
Reference: 
C C . (53) 62nd 
Conclusions, 
Minute 6.) 

 1. The sEoneign Secretary said thai the Government of Jordan 
 had recently made enquiries about our Future contribution t o the 

 development programme i n Jordan. The discussion .of this "subject 
 would provide us with a convenient opportunity to renew our request 

 that United Kingdom aircraft should be granted, on a reciprocal 
 basis, flying rights over Jordanian territory. The fact that we (had 

not formally enjoyed such rights under the previous Treaty should 
not prevent us from pressing a request which the Government of 
Jordan had privately indicated, at the t ime of the negotiations for the 
termination of the Treaty, that they would be prepared in principle 
to grant. 

The Cabinet-
Invited the Foreign Secretary, in consultation with the 
Minister of Defence, to arrange that our request for flying, 
rights over Jordan should be vigorously pressed during the 
forthcoming discussions of the Jordan development 
programme. 

2. The Cabinet had before them a memorandum (C. (57) 118) 
by the Secretary of State for War about the future of the Home 
Guard. 

The Secretary of State for War said that if the Home Guard was 
to be kept in active existence it would be necessary to spend about 
£100,000 on it in the current financial year and thereafter an annual 
amount of about £50,000. In existing circumstances this expenditure 
would not be justified. It was not, however, possible formally to 
disband the Home Guard without further legislation; and he 
therefore proposed to announce that its remaining activities must 
cease and that the first opportunity would be taken to introduce an 
amendment to the Home Guard Act which would enable the force 
to be formally disbanded now but to be raised again if need arose. 

In discussion it was recognised that the disbandment of the 
Home Guard might not be well received by public opinion in this 
country and might reinforce the suspicion in other countries that we 
were dismantling our home defence organisation. Would it be wise 
to risk creating this impression for the sake of an economy of £50,000 
a year? On the other hand it would be difficult to justify even modest 
additional expenditure on the Home Guard at a time when the 
Government were enforcing economies in more essential elements of 
defence policy. It would be preferable, however, to allow the Home 
Guard gradually to lapse rather than to bring it formally to an end 
by legislation, and further consideration should be given to the 
possibility of dispensing with legislation on the assumption that a 
minimum nucleus headquarters of the force might be kept in being. 
Pending further enquiry into this question no public statement should 
be made about the future role of the Home Guard. 

The Cabinet— 
(1) Invited the Secretary	 of State for War, in consultation with 

the Attorney-General, to consider whether the Home 
Guard might be allowed gradually to lapse, without 
amending legislation, on the understanding that a 
minimum nucleus headquarters might be kept in being. 

(2) Agreed to resume their	 discussion at a subsequent meeting 
in the light of the result of the enquiry to be made under 
Conclusion (1) above. 



2 S i 


Old-Age 3. The Prime Minister said that it would be necessary in the 
Pensions. autumn to introduce legislation to increase the rate of retirement 
(Previous pensions. The Cabinet should consider whether this legislation 
Reference : should be confined to increasing the rates of contribution and benefit 
C C . (54) 82nd under the existing scheme or whether it should comprise more 
Conclusions, comprehensive proposals for major changes in the provision for old 
Minute 8.) age. There were two reasons why a decision of principle between 

these alternatives must be taken now. First, if a major measure was 
to be introduced in the autumn, much preparatory work would be 
needed and should be put in hand without delay. Secondly, the 
Labour Party's plan for a new system of retirement pensions would 
be published within the next few days, and the Governmenfs 
comment on it would depend, to some extent, on the question whether 
they intended themselves to introduce a comprehensive scheme of 
reform. 

There were several arguments in favour of a comprehensive 
scheme. First the existing scheme, based on flat-rate contributions 
and benefits, no longer satisfied public opinion, which was beginning 
to regard the higher paid worker as entitled to a more generous 
retirement pension than was possible under a flat-rate scheme. 
Moreover, one-third of the working population were already covered 
by occupational superannuation schemes, and those who did not 
enjoy this advantage were now demanding that some comparable 
provision should be made for them. The emerging deficit in the 
National Insurance Fund, of which public opinion was becoming 
aware, reinforced the need for action. This deficit could be reduced 
if the Government introduced legislation limited to increasing both 
contributions and benefits under the existing scheme but raising the 
level of contributions by more than was required to finance the 
increase in benefits. But the relief would only be temporary, since 
the increase in benefits would aggravate the deficit in later years. A 
comprehensive reform, on the other hand, would provide an 
opportunity to mitigate the burden which the provision for old age 
would impose in future both on the Budget and on the economy as a 
whole. Finally, it would not be in the national interest that, in a 
General Election, the two political Parties should compete with one 
another in promises to improve old-age pensions. Nor could the 
Government expect to outbid their opponents in promises of this 
kind. It would be wiser, therefore, that they should deal with the 
problem during the life of the present Parliament and, at the Election, 
should stand on what they had done. 

In the light of these considerations and after discussion with the 
Ministers directly concerned, he had reached the conclusion that it 
would not suffice to introduce legislation limited to increasing 
contributions and benefits under the existing scheme and that it 
would be preferable that the Government should introduce, in the 
next session, a more thoroughgoing measure of reform. The form 
which such a measure might take would need further consideration. 
It was possible to reject forthwith certain schemes to which there 
were obvious objections. For example, it would be politically 
unacceptable to attempt to make all retirement pensions subject to 
a means test or to exclude certain specified categories of beneficiary. 
Nor would it be possible, in view of the pledge which the 
Government had given at the last General Election, to raise the 
retirement age under the existing scheme, although he did not 
altogether exclude the possibility of raising the retirement age as 
part of an entirely new scheme related to earnings. There still 
remained, however, a range of questions which would need detailed 
examination. Should a new scheme be erected on the basis of the 
existing occupational superannuation schemes, by making it 
compulsory for all employers to make provision of this kind for their 
workpeople as an addition to the existing fiat-rate scheme? If so, 
what part should the life insurance companies play in this extension 
of occupational schemes; and could they properly operate under 
cover of a statutory compulsion on employers? How far need the 



Government envisage providing an alternative method to meet the 
wishes of those employers and employees who might be reluctant 
that this service should be provided by private enterprise? How far 
could the existing fiat-rate scheme be transformed into a scheme 
under which both contributions and benefits would be related to 
earnings? 

Questions of this kind had already received some consideration 
by a small Ministerial Committee under the Chairmanship of the 
Minister of Labour. The Minister himself, however, had suggested 
that this Committee should be strengthened and enlarged; and it 
would be appropriate that it should now be reconstituted under the 
Chairmanship of the Home Secretary, the Minister of Labour acting 
as Deputy Chairman. The existing Committee of officials would 
continue its work under the direction of the new Ministerial 
Committee. 

If the Cabinet endorsed these proposals in principle, it would 
be necessary to ensure that the public comment on-the Labour Party's 
scheme by the Government and their supporters was consistent with 
the Governmenfs intention to publish subsequently alternative 
proposals of their own. 

In discussion there was general agreement that, on both 
economic and social grounds, a comprehensive reform of the 
provision for old age was to be preferred to a measure limited to 
increasing contributions and benefits under the existing scheme. The 
Labour Party's proposals were likely to be attractively presented, 
and Government spokesmen should neither criticise them too 
drastically nor appear to be anxious to try to compete with their 
appeal. It would be relevant, however, to emphasise that they would 
impose a heavy additional burden on contributors; and the life 
insurance companies, whose interests would be threatened by the 
scheme, should not be discouraged from criticising it. A scheme of 
graduated benefits related to earnings, of the type which the 
Prime Minister had outlined, might be less attractive politically than 
the proposals which the Labour Party were about to publish. On the 
other hand, it probably represented the only means of attracting the 
measure of personal saving which was essential if the financing of 
the provision for old age was not to place an insupportable burden 
upon the economy. Failure to solve this problem would probably 
be the main weakness in the Labour Party's proposals; and it would 
be important to ensure that the general public recognise this from 
the outset. In the formulation of the Governmenfs alternative 
scheme it would be wise to take account of the fact that public opinion 
was concerned, not merely to increase the income of old people, but 
also to allow them to lead fuller and more active lives. This 
conception should be reflected in the Governmenfs own proposals, 
which should emphasise the scope for further useful work by people 
who had passed the conventional age of retirement. 

The Cabinet— 
Took note that the Prime Minister would arrange for further 
examination to be made, as a matter of urgency, of the 
possibility of drawing up a comprehensive scheme of reform 
of the provision for old age, with a view to the introduction 
of legislation in the following session. 

Oil Supplies. 4. The Cabinet considered the draft of a Parliamentary 
(Previous announcement that, as a result of the conclusion of interim 
Reference: arrangements for the resumption of traffic through the Suez Canal, 
C.C. (57) 39th petrol rationing would be brought to an end on the following day. 
Conclusions, The Cabinet were informed that new ration books, which were being 
Minute 3.) printed as a precautionary measure, would be available in six weeks 

and that, even if supplies of oil through the Suez Canal were again 
interrupted, stocks should make it possible to defer the reimposition 



of rationing -for a period of about ten weeks: It was agreed that, in 
these circumstances, there was ,no need for the statement to refer to 
the possibility that rationing might have to bexeimposed or to warn 
the public to retain the current issue of ration books. The position 
could, if necessary, be explained in answer to supplementary 
Questions. 

The Cabinet— 
Authorised the Minister -of Power t o make a statement in 
the House of Lords that day, in the terms agreed in their 
discussion, announcing the end of petrol rationing, and to 
arrange for the Paymaster^General to make a corresponding 
announcement in t h e House of Commons. 

5. The Cabinet had before them memoranda by the President 
of the Board of Trade (C. (57) 112) and the Secretary of State for 
Scotland (C. (57) 116) about the Development Areas. 

The President of the Board of Trade said that, in the light of 
recent Reports on the Development Areas by the Select Committee 
on Estimates, the Economic Policy Committee had decided that the 
time had come to adopt a more flexible policy. It was proposed to 
remove eight districts from the schedule of Development Areas 
including, in addition to those listed in C. (57) 112, South Lancashire, 
but to add North-West Wales to the schedule in view of the chronic 
unemployment in that district. These changes would reduce from 
18 per cent, to about 11 per cent, the proportion of the employed 
population which would henceforward be comprised in Development 
Areas, and would redefine on a more realistic basis those parts of the 
country which could properly be described as being in special danger 
of unemployment. The Governmenfs intentions should be 
announced forthwith, in order that the necessary consultations 
might proceed with the local authorities of the areas affected. 
Suitable arrangements would subsequently need to be made for the 
control and management of Government-owned factories in areas 
removed from the schedule; and amending legislation would also be 
required. 

The Secretary of State for Scotland said that a primary purpose 
of the Housing and Town Development (Scotland) Bill which was 
now before Parliament was to make effective provision for 
encouraging the dispersal of Glasgow's surplus population among 
neighbouring areas, including Nor th Ayrshire. Glasgow itself would 
continue to be scheduled as a Development Area; but it was essential 
to the success of the policy of dispersal that the whole area comprising 
Glasgow and its environs should be treated as a single economic 
unit, and the Government would be exposed to the charge of 
inconsistency if, while asking North Ayrshire to prepare to receive 
a large part of the surplus population of Glasgow, they 
simultaneously debarred the area from any possibility of assistance 
under the Distribution of Industry Acts. In these circumstances, 
Nor th Ayrshire should be omitted from the list of areas which it 
was proposed to de-schedule. 

Discussion showed that, while the Cabinet appreciated the 
arguments of principle in favour of adopting a more flexible policy 
towards the distribution of industry, opinion was divided on the 
desirability of proceeding with controversial legislation on this subject 
at the present time. It was true that the present pattern of 
Development Areas could not be maintained indefinitely. It reflected 
the circumstances of a period in which there had been prolonged 
unemployment in the basic industries; and, as these industries were 
now finding it difficult to obtain adequate manpower, the 
de-rscheduling of certain Development Areas could be represented 
as evidence of the success of the Governmenfs measures in 
promoting greater stability and a higher level of employment in 
those areas. In Wales, the present was an opportune moment for 



7 CC. 40 (57) 
removing South-East Wales from the schedule, if North-West Wales 
could be added to it. 

Against this, however, it was argued that the advantages 
associated with the status of Development Areas had been largely 
instrumental in restoring confidence to districts which had suffered 
from severe unemployment before the war, and there was a danger 
that this achievement would be jeopardised by action which public 
opinion in the areas concerned might not fully understand. Moreover, 
the degree of Government assistance to the Development Areas had 
been substantially reduced in recent years; and it was for 
consideration whether the objective of a more flexible policy on the 
distribution of industry could not be achieved by a gradual 
continuation of this process without any formal amendment of the 
schedule. Finally, it was advisable that the Government should 
have determined what dispositions it would be practicable and 
desirable to make for the future of the Government-owned factories 
in the Development Areas before making any public statement of 
policy or committing themselves to legislation which it would, in any 
event, be difficult to accommodate in the programme for the 1957-58 
session. 

The Prime Minister, summing up the discussion, said that, while 
the proposals under consideration might be capable of being 
presented in a politically attractive form, the memory of the 
unemployment in the years before the war still persisted, and public 
opinion could be expected to be abnormally sensitive to any 
comprehensive reduction in the schedule of Development Areas. 
Moreover, before reaching a decision the Cabinet should consider 
the practical implications of the course proposed, in the shape of a 
programme which covered all the stages of the action to be taken 
and examined both the question of providing for the future of 
Government-owned factories and the scope and nature of any 
legislation involved. 

The Cabinet— 
Invited the President of the Board of Trade, in consultation 
with the Home Secretary and the Chancellor of the 
Exchequer, to submit for their consideration revised 
proposals, on the lines indicated in their discussion, for 
future policy towards the Development Areas. 

Representation 6. The Cabinet had before them a memorandum by the 
of the Vatican Foreign Secretary (C. (57) 101) about the status of the representative 
in the United of the Vatican in the United Kingdom. 
Kingdom.  foreign Secretary said that, while the United Kingdom T h e

(Previous Minister at the Vatican enjoyed full diplomatic status, the Vatican 
Reference : representative in London did not. But, although it would be logical 
C C . (54) 36th to accord reciprocity in this matter, such a step might cause political 
Conclusions, repercussions in some parts of this country and provoke a revival 
Minute 9.) of the type of religious controversy which had died down in recent 

years. On balance, he thought it would be inexpedient to make any 
change, particularly since there appeared to be no considerable public 
support for it. 

Discussion showed that the Cabinet were in agreement with 
this view. 

The Cabinet— 
Agreed that it would be inexpedient to respond favourably, 
at the present time, to representations that the representative 
of the Vatican in the United Kingdom should be accorded 
diplomatic status. 

Cabinet Office, S.W.1, 

14th May, 1957. 
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Parliament. 1. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

House of Lords 2. The Cabinet had before them memoranda by the Lord 
Reform. President (C. (57) 110) and the Minister of Education (C. (57) 111) 
(Previous about the reform of the House of Lords. 

T h e  L o r d P r e s i d e n t s a i d t h a t  h e n a dC M ^ 5 6 ? i 0 4 t b  regretfully come to the 
' \ . conclusion that, in present circumstances, it would be wiser to adopt 
one usions,  ^ b i t i o u s measure of reform than that envisaged in the & e s s a m 
  
t i m U c
 " comprehensive scheme originally proposed by Lord Salisbury. He 

suggested that legislation should be confined to making such changes 
as would remove the immediate dangers to the effective functioning 
of the Upper Chamber. For this purpose the Bill should authorise 
the creation of life Peers, without any limitation on the numbers to 
be created, and should take power to confer life Peerages on women 
as well as on men. At the same time, arrangements should be made 
to enable Peers to claim up to £4 or £5 a day for expenses incurred in 
connection with attending the House of Lords. It was also for 
consideration whether the House should not be invited to adopt new 
Standing Orders, on the lines of those recommended by the Swinton 
Committee, requiring Peers who did not wish to attend the House to 
apply for leave of absence. 

The Minister of Education said that he agreed that a limited 
measure of reform on the lines indicated by the Lord President would 
be preferable to the more comprehensive scheme which Lord 
Salisbury had favoured. It would be desirable, however, that the 
scope of the Governmenfs proposals should be sufficiently wide to 
deal also with the problems arising from the automatic hereditary 
succession to a Lordship of Parliament, a principle which the House 
of Lords had expressly disclaimed, and from the existing incapacity 
of a Peer to become or to remain a Member of the House of 
Commons. He therefore proposed that the Bill should provide that 
a hereditary Peer should not automatically succeed to a seat in the 
House of Lords, but that the Crown should be empowered to issue 
to such a Peer, on his succession, a Writ of Summons entitling him 
to be a Lord of Parliament. The Bill should also provide that a 
hereditary Peer who received such a summons should not be 
disqualified thereby from election to the House of Commons, provided 
that, if he accepted nomination as a candidate, he should not be 
entitled to sit or vote in the House of Lords during the life of the 
Parliament in respect of which he had accepted nomination. 

In discussion there was general agreement that the limited 
scheme of reform proposed by the Lord President was a moderate 
and practical proposal which should enable the Upper House to 
operate more effectively, without necessitating prolonged 
Parliamentary debate on the more controversial principle of 
hereditary succession. For this reason it would be wiser to exclude 
from the Bill, as published, any supplementary proposals of the kind 
which the Minister of Education had suggested. There would be 
certain advantages in combining the Bill with an arrangement 
whereby the House of Lords would seek to secure, by means of new 
Standing Orders, a voluntary limit on the number of hereditary Peers 
who might be expected to attend regularly the sittings of the House. 
Standing Orders of this kind would be a convenience to those Peers 
who felt unable to take the Oa th : and they would also assist in 
rebutting the probable criticism by the Opposition that the 
Governmenfs proposals were designed to perpetuate a majority for 
the Conservative Party in the Upper House. On the other hand, they 
might appear to reintroduce, to some extent, the principle of selection 
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from hereditary Peers which had been one of the most arguable 
features of the more comprehensive scheme of reform, and they 
would therefore be liable to be misrepresented as enabling the 
Governmenfs supporters, who would inevitably remain, for some 
time, in a majority in a reformed House of Lords, to consolidate and 
strengthen their control over the Upper House. While, therefore, 
there would be no objection to the House of Lords, if they so wished, 
subsequently adopting revised Standing Orders of the kind 
recommended by the Swinton Committee, it would be preferable that 
a proposal of this kind should not form part of the Governmenfs 
own scheme of reform. 

Discussion then turned to the procedure to be adopted for the 
introduction of this scheme. Lord Salisbury and Lord Samuel were 
known to be anxious to initiate a debate on the reform of the House 
of Lords wthin the next few weeks. If the Governmenfs proposals 
were initially made public in the course of this debate but were not 
followed by legislation until the next session, the interval might be 
used by the Opposition, particularly at their annual Party Conference 
in the autumn, to press for a more comprehensive scheme of reform 
or perhaps for the complete abolition of the House of Lords. 
Although the leaders of the Opposition might privately welcome any 
proposals which would ensure a reasonable reform of the Upper 
House with the minimum of scope for controversy, they could not be 
expected to be either able or willing to control those of their 
supporters who would favour a more drastic approach to this 
question. It would be preferable, therefore, that the Governmenfs 
legislation should, if possible, be passed in the current session. This 
course would have the additional advantage that the Government 
would probably need, in any case, to announce before the summer 
recess their proposals for increasing the remuneration of Members 
of Parliament and junior Ministers; and, if the legislation for this 
purpose could be introduced at much the same time as the Bill to 
reform the House of Lords, the Government could claim that they 
were taking comprehensive action to secure, by a combination of 
practical measures, an improvement in the efficient functioning of 
both Houses of Parliament. 

On the other hand, the legislative programme for the remainder 
of the current session was already very heavy; and, even though the 
Bill to reform the House of Lords would be a short and simple 
measure, it might provoke more debate than the Parliamentary time
table, as at present planned, could accommodate. If, on examination, 
this proved to be the case, it would be necessary to seek to persuade 
the sponsors of the forthcoming debate in the House of Lords to 
agree that this debate should be deferred to the end of the session, 
after the summer recess. This course would entail the disadvantage 
that if, as was probable, it proved necessary for the Government 
to introduce, before the recess, measures to improve the remuneration 
of Members of Parliament and junior Ministers, it would be 
appropriate that their proposals as regards remuneration for Peers 
should be disclosed at the same time; but, if these proposals were 
not accompanied by any scheme for the moderate reform of the 
Upper House, there would be an increased risk that a more drastic 
scheme of reform would be canvassed at the Labour Party Conference 
in the autumn. 

If, however, it proved impossible to persuade Lord Salisbury and 
Lord Samuel to defer the forthcoming debate in the House of Lords 
until after the summer recess, it would be necessary for the 
Government spokesmen in that debate, while undertaking to consider 
the suggestions which would be advanced, to refrain from indicating 
the nature of the proposals which the Government themselves had in 
mind. In view of the obvious disadvantages of this course the 
possibility of enacting the Bill recommended by the Lord President 
before the summer recess should be urgently re-examined. 



Wages and 
Prices. 
(Previous 
Reference: 
C C . (57) 39th 
Conclusions,. 
Minute 1.) 

Further consideration should also be given to the scale of 
payments proposed for Peers, in the light of the fact that it might 
prove difficult to accept a daily payment as high as £4 or £5 as being 
equivalent to no more than expenses necessarily incurred in attending 
the sittings of the House and, therefore, exempt from income tax. 

The Cabinet— 
(1) Approved,	 in principle, the proposals for the reform of the 

House of Lords contained in C. (57) 110. 
(2) Invited	 the Home Secretary to examine, as a matter of 

urgency, the possibility of providing time in the legislative 
programme before the summer recess for a Bill to give 
effect t o these proposals. 

(3) Invited	 the Lord President, in consultation with the 
Chancellor of the Exchequer, to give further consideration 
to the scale of payments proposed for Peers, in the light 
of the possible liability of such payments to income tax. 

3. The Cabinet had before them a note by the Chancellor of 
the Exchequer and the Minister of Labour (C. (57) 121) covering 
a further report by officials on the proposed Advisory Council on 
Price Stability. 

The Chancellor of the Exchequer said that, despite the risks 
which might be involved in the creation of an Advisory Council 
of the kind proposed, it was essential that the Government should 
take a fresh initiative in attempting to solve the problem of 
reconciling full employment and price stability; and no course 
offered a better prospect of constructive results. While it would 
be advisable that the Council should be an experimental body, it 
should be given a reasonable expectation of life if it was to be able 
to make the contribution which was expected of it. Its members 
should therefore be appointed for at least three years. 

Precise terms of reference were essential, if the Council was not 
to be free to survey the whole field of economic policy. In the light 
of the Cabinefs earlier discussion and the importance of emphasising 
the positive aspect of the CouncfTs activities, the terms of reference 
might be as follows: — 

" Having regard to the desirability of securing increased 
standards of life based on expanding production and stable prices, 
to keep under review changes in productivity, prices and the level 
of incomes (including wages, salaries and profits), and to report from 
time to time on the significance of such changes." 

The first exploratory consultations with industry should be 
undertaken by senior officials. If the outcome of these discussions 
was favourable, the proposals might be launched in more formal 
consultations between Ministers and the three sides of industry. 

The Prime Minister said that if the period of appointment was 
prescribed merely for the individual members, with power of 
renewal, the life of the Council itself might be left indeterminate. 
As regards the terms of reference it would be wise that they should 
mention full employment specifically, since its exclusion might invite 
the suspicion that the Government intended to adopt a severely 
deflationary policy as the means of achieving economic equilibrium. 
F rom this point of view, alternative terms of reference might read: — 

" Having regard to the social desirability of maintaining full 
employment and securing increasing standards of living based on 
stable prices, to make periodical reports on the relation between the 
expansion of production and the level of earnings, whether in the 
form of wages, salaries or profit margins." 
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Imports of 
Potatoes. 

Discussion showed that the Cabinet were in agreement with 
these proposals. It was suggested, however, that the body might be 
entitled a Commission rather than a Council; that the word 
" a d v i s o r y " might be omitted from its description; and that it 
might be known as the Commission on Production and Incomes. 
It was agreed that these suggestions should be further examined. 

The Cabinet— 
(1) Took note that the Prime Minister, in consultation with the 

Chancellor of the Exchequer and the Minister of Labour, 
would arrange for further examination of the suggestions 
which had been made, during their discussion, about the 
title of the proposed advisory body. 

(2) Authorised the Chancellor of the Exchequer and the Minister 
of Labour, subject to Conclusion (1) above, to arrange 
for exploratory discussions between senior officials and 
representatives of industry for the purpose of ascertaining 
the reactions of both sides of industry to the proposal to 
create such a body, and to report to the Cabinet. 

4. The President of the Board of Trade said that the Potato 
Marketing Board, with the support of the National Farmers ' Union, 
were urging that a countervailing duty should be imposed, under 
the Customs Duties (Dumping and Subsidies) Act, on imports of 
new potatoes from France which, for the second year in succession, 
were to receive a special export subsidy from the French Government. 
In consequence of the milder weather this year the season for new 
potatoes had opened earlier than usual; the market price had already 
fallen to about half the level in the previous year; and the French 
subsidy, while no longer directed, as in 1956, exclusively to the 
promotion of exports to this country, had been raised to a point 
where it was equivalent to about one-third of the current market, 
price. Although it was unfortunate that, at a time when we were 
concerned to secure the collaboration of the French Government 
in developing a free trade area in Europe, we should be forced to 
consider imposing a countervailing duty on imports from France, 
there was no doubt that our own producers would be damaged by 
the French subsidy and would look to the Government for protection. 
The French Government had been warned that, unless they withdrew 
the subsidy, we should have no alternative but to impose a 
countervailing duty on 20th May. The French Ambassador in 
London had recommended that we should send an official to Paris 
to explain our position to the French Government. 

The Cabinet— 
Authorised the President of the Board of Trade, in 
consultation with the Chancellor of the Exchequer and the 
Minister of Agriculture, and subject to the approval of 
the Prime Minister, to make an Order on 20th May under 
the Customs Duties (Dumping and Subsidies) Act, 1957, 
imposing a countervailing duty on imports of subsidised 
French potatoes, if further efforts to induce the French 
Government to withdraw the subsidy proved ineffective. 
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Steel. 
(Previous 
Reference: 
C M  . (56) 25th 
Conclusions, 
Minute 8.) 

Location of 
New Works. 

Parliament.

House of 
Lords Reform 
(Previous 
Reference: 
C C . (57) 41st 
Conclusions, 
Minute 2.) 

1. The Secretary of State for Scotland said that Scottish 
Members of Parliament of both Parties were anxious that the Prime 
Minister should receive a deputation to urge the importance of 
selecting a site in Scotland for a proposed new steel strip mill. In 
view of the increasingly uncertain prospects of the jute and shale-oil 
industries, Scottish opinion was concerned that the Government as 
a whole should be seized of the arguments for placing this new 
productive capacity in Scotland. 

The Minister of Power said that the company concerned, 
Richard Thomas and Baldwin Limited, had reached the provisional 
conclusion that, on technical grounds, the new works should be at 
Newport and that no Scottish site would offer comparable advantages. 
Representations on behalf of West Wales as well as Scotland had 
already been made to him and to the President of the Board of Trade, 
and, if the Prime Minister were to see a Scottish deputation, it would 
be desirable that a corresponding opportunity should be provided for 
deputations from all the competing districts, including Lincolnshire, 
to state their case. 

The Prime Minister said that, in view of the scale of this project 
and of the Governmenfs financial interest in Richard Thomas and 
Baldwin Limited, it would be desirable to satisfy public opinion that 
the competing claims of different regions had been given full 
consideration. He was prepared, therefore, to receive deputations 
consisting of Members of Parliament representing East Wales, 
Scotland, West Wales and, if need be, Lincolnshire. It would be 
necessary to make it clear to the deputations that while, pending 
de-nationalisation, the ownership of the company involved remained 
vested in the Government, it would not be justifiable for the 
Government to override the company's commercial judgment in the 
selection of the most suitable site for the installation of new capacity. 

The Cabinet— 
Took note that the Prime Minister would arrange to receive 
deputations of Members of Parliament representing West 
Wales, Scotland, East Wales and possibly Lincolnshire, 
about the location of new steel works by Richard Thomas 
and Baldwin Limited. 

 2. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. In the course of the 
Business Statement on the following day it would be announced that 
a recess of two weeks was proposed for Whitsun. 

3. The Home Secretary said that he had examined the 
possibility of enacting, before the summer recess, a Bill to reform the 
House of Lords on the lines suggested in the Cabinet's last discussion 
of this subject. To fulfil this time-table the Bill would need to be 
introduced in the House of Lords on the following day. Even so, 
it would have reached only the Committee stage in the House of 
Commons by the last week of July, and it would not be possible to 
complete Report and Third Reading unless these stages were taken 
after .10 o'clock or the adjournment of Parliament for the summer 
recess was postponed until 3rd August. If this was unacceptable, it 
might be necessary to defer the final stages in the House of Commons 
until Parliament reassembled for the end of the current session in 
the autumn, and there was a risk that in the interval the question 
would become the subject of undesirable debate at the annual Labour 
Party Conference during the recess. 

In discussion it was urged that it would probably be necessary, 
in any event, for the Government to introduce, before the recess, 
proposals for increasing the remuneration of Members of Parliament 

5 1 5 7 0 - 6 B 2 




Nigeria.
(Previous 
Reference: 
C M  . (56) 48th 
Conclusions, 
Minute 12.) 

and junior Ministers and for introducing payment for attendance at 
sittings of the House of Lords, and that it would be unfortunate to 
lose the opportunity of dealing more or less simultaneously with the 
reform of the Upper House. On the other hand, it had been 
ascertained that the leaders of the Opposition would be prepared to 
deal with the question of payment for the discharge of Parliamentary 
duties on its merits and would not expect that the issue of payment 
for attendance in the House of Lords should be linked with proposals 
for the reform of that House. Moreover, even the one-clause Bill 
which was now envisaged would provide considerable scope for 
amendment in the House of Commons; and it would be inexpedient 
to introduce a Bill of this nature at short notice without any 
introductory debate in the House of Lords and without any 
assurance that it could be enacted without congestion of the 
Parliamentary time-table and inconvenience to Members of the 
House of Commons. It would be wiser, therefore, to defer the 
introduction of the Bill until the following session. 

The Cabinet— 
(1) Agreed that the introduction of the Bill to reform	 the House 

of Lords should be deferred till the following session. 
(2) Invited the Lord President to seek to persuade the	 sponsors 

of the forthcoming debate in the House of Lords to agree 
that this debate should be postponed until the last few 
weeks of the current session in the autumn. 

 4. The Cabinet had before them: — 
(i) A note by the Colonial Secretary (C. (57) 120) covering a 

memorandum on the constitutional development of Nigeria. 
(ii) A note by the Lord Chancellor (C. (57) 122) to which was 

annexed a revised version of the draft declaration of policy included 
in the Colonial Secretary's memorandum. 

(iii) A further revision of the draft declaration, circulated by 
the Colonial Secretary during the discussion. 

The Colonial Secretary said that at the Nigerian Constitutional 
Conference in 1953 his predecessor had found it necessary to declare 
that in 1956 Her Majesty's Government would grant to those Regions 
of Nigeria which desired it full self-government in respect of all 
matters within the competence of the Regional Governments. At 
the forthcoming Conference the spokesmen of the East and West 
Regions would undoubtedly demand the fulfilment of this 
undertaking. The Northern Region, on the other hand, had 
intimated that they did not desire regional self-government until 
1959. But it was not certain that they would maintain this attitude 
in view of the fact that the Federal House of Representatives had 
recently adopted, with the support of the Northern members, a 
resolution demanding independence for the Federation as a whole, 
within the Commonwealth, in 1959. In these circumstances, and 
in the light of the political immaturity of Nigeria, the Government 
were now faced with a difficult choice. Either they must concede 
independence too soon and risk the disintegration of Nigeria and a 
critical breakdown of administration; or they must seek to delay 
the grant of independence, in which event they would provoke 
increasing animosity and disturbance and would be unable, when 
independence was eventually conceded, to influence Nigerian policies 
thereafter. If, as was probable, it became necessary for the 
Government to make a fresh declaration of policy at some stage in 
the Conference, it would in his view be appropriate that this 
statement should be on the lines of the alternative draft which he 
had circulated during the discussion. This would make it clear that 
if, when the life of the present House of Representatives came to an 
end in 1959, there was a clear wish on the part of the Nigerian people 
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for early independence within the Commonwealth, the United 
Kingdom Government would confer with all the Nigerian 
Governments to determine the processes whereby this wish might 
be attained; and that these processes might well include the 
appointment of a Constitutional Commission, which would be 
required to make recommendations for the framing of a constitution 
for a fully independent Nigeria, to review the working of government 
and of the constitution in both its federal and regional aspects in 
the light of the experience gained since the forthcoming conference, 
and to consider the constitutional and other changes which would be 
necessary to enable the Federation to become eligible for full 
membership of the Commonwealth. 

In discussion there was general agreement that our objective 
at the forthcoming conference should be to seek to avoid any precise 
commitment to grant independence to Nigeria by a specific date. 
The Government of South Africa were already inclined to question 
the right of the United Kingdom to promote Colonial territories to 
independent status within the Commonwealth without the consent 
of the other self-governing members. The Governments of Australia 
and New Zealand had also shown concern about the increase in the 
coloured members of the Commonwealth and the risk that they 
might ultimately outnumber the older members. In Nigeria the 
issue was further complicated by the recent agreement with the 
Prime Minister of the Central African Federation that the decision 
on the Federat ion^ attainment of full membership of the 
Commonwealth should be deferred until 1960. It was essential, 
therefore, that Nigeria should not achieve self-government until after 
1959. Moreover, it was not unreasonable that we should stipulate 
that an independent enquiry should be carried out by a Constitutional 
Commission before Nigeria could attain independence. Experience 
had shown that the technical questions involved in a major 
constitutional operation of this kind were liable to be numerous and 
complex; and it would be optimistic to assume that after only a brief 
period of regional self-government the Nigerian peoples would be 
competent to assume the responsibilities inseparable from full self
government on a federal scale. For this reason, it would be wise to 
limit any formal declaration of policy to the minimum of commitment 
and to undertake no more than that we would confer in 1959 with 
all the Nigerian Governments to determine the processes whereby 
Nigeria might attain independence within the Commonwealth. The 
nature of these processes and the period over which they would 
require to operate might be left for a subsequent and less formal 
statement. 

It would also be important that, in the process of granting 
independence to Nigeria, we should retain such strategic concessions, 
in terms of over-flying rights, the maintenance of staging posts, & c , 
as were essential to the fulfilment of our defence policy. 

The Cabinet— 
Invited the Colonial Secretary to be guided, in the 
forthcoming conference on Nigeria, by the general sense 
of their discussion. 

5. The Cabinet had before them a memorandum by the 
Minister of Education (C. (57) 123) recommending that a three-year 
training course for teachers should be introduced in September 1960. 

The Minister of Education said that his proposals were designed 
to achieve the maximum of progress towards the Governmenfs two 
aims of reducing the size of school classes and securing an improve
ment in the quality of teachers. 1960 would be the best year in 
which to introduce a three-year training course, since 1962, the year 
in which there would then be no output of teachers from the training 
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colleges, would also be the year in which the fall in the school 
population would be greatest. The proposed change, whenever 
introduced, would yield a substantial saving in teachers' salaries, and 
he had been pressed by the Home Affairs Committee to advance it to 
September 1959 on the ground that this would increase by an 
additional £15 millions the saving which would accrue over the five 
years 1961-65. But the educational result of this alternative proposal 
would be.to reverse, for the year 1961, the trend towards a reduction 
in the size of primary classes, which would be allowed to continue 
uninterrupted if the introduction of the three-year training course 
was deferred until 1960. Government spokesmen had repeatedly 
affirmed that progress in reducing the size of classes was impeded 
only by the shortage of teachers and accommodation and not by 
considerations of economy; and it would be inconsistent with these 
statements to advance the introduction of the three-year course to 
1959. 

The Chancellor of the Exchequer said that he did not contest the 
importance of reducing the size of school classes and improving the 
quality of teachers, isut neither of these objectives would be 
substantially retarded by introducing the three-year course in 1959, 
while a saving of £15 millions, of which £9 millions would accrue to 
the Exchequer, would constitute a significant contribution to the 
reduction of Government expenditure. 

In discussion it was emphasised that the introduction of a three
year training course for teachers might preclude for a long period the 
possibility of attaining any other important objective in educational 
policy, such as the raising of the school age or the creation of county 
colleges. On the other hand, if an improvement in the quality of 
teachers was judged to be of over-riding importance, the decision 
whether to introduce the three-year training course in 1959 or in 1960 
should be taken primarily on educational, rather than on financial, 
grounds. This view was reinforced by the fact that the Governmenfs 
proposal to embody their contribution to the cost of education in the 
proposed general grant had already given rise to apprehension that 
the financing of the education service was to be subjected to further 
measures of economy. 

The Prime Minister, summing up the discussion, said that, in a 
case where the issues v/ere so evenly balanced, it would be necessary 
for the implications of the proposal to be studied in greater detail. 
He would consider how this might best be done. 

The Cabinet— 
Took note that the Prime Minister would arrange for an 
examination to be made of the detailed implications of the 
proposals in C. (57) 123. 

6. The Cabinet had before them a memorandum by the 
Minister of Civil Aviation (C. (57) 124) about a proposal by the 
British Overseas Airways Corporation (B.O.A.C.) to invest a total of 
£2 millions in the Turkish National Airline (T.H.Y.) in order to 
enable that airline to procure Viscount aircraft. 

The Minister of Civil Aviation said that B.O.A.C. had negotiated 
a provisional agreement with the Turkish interests whereby they 
would invest £500,000 in the equity of T.H.Y. and would also make 
the company a loan of £1-1 millions secured on a debenture repayable 
in sterling over ten years. The advantages of this arrangement in 
terms of civil aviation development and foreign policy were 
substantial, and the case for a favourable response to the proposal was 
reinforced by the attitude adopted by the Turkish Government in 
granting over-flying rights to B.O.A.C. during the recent disturbances 
in the Middle East. On the other hand, in view of Turkey's 
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substantial and persistent sterling deficit, any sterling payments made 
to the Corporation under the debenture could only be at the expense 
of other United Kingdom creditors, and from this point of view the 
proposal was open to considerable objection. But unless the project 
was to be abandoned, or B.O.A.C. were to be pressed against their 
commercial judgment to invest the whole £2 millions in the equity of 
T.H.Y., it would be necessary for the Government either to approve 
the provisional agreement between the Corporation and T.H.Y. and 
to accept the financial and commercial embarrassments which might 
result, or themselves to make a loan to the Turkish authorities on a 
basis which would defer repayments for a period of years, as had 
been arranged in the case of the destroyers recently supplied to the 
Turkish Government. 

In discussion it was urged that there would be serious protests 
from Turkish creditors in this country if B.O.A.C. were, in effect, 
given priority in obtaining satisfaction of a commercial debt, 
especially since the insurance cover provided by the Exports Credits 
Guarantee Department had been almost completely withdrawn from 
commercial exporters to Turkey since 1955. On the other hand, the 
Corporation themselves would have no more security for the repay
ment of their debt than the guarantee attaching to the proposed 
debenture, which the Turkish authorities might well prove to be 
incapable of honouring. Moreover, the political arguments in favour 
of a satisfactory agreement between B.O.A.C. and the Turkish 
National Airline were strong; and, if the Corporation appeared to be 
gaining too great an advantage over other Turkish creditors, it would 
always be possible to invite them to consider an arrangement whereby 
some portion of their receipts might be made available in partial 
satisfaction of other Turkish commercial debts. 

In further discussion it was agreed that the balance of advantage 
lay in authorising B.O.A.C. to finalise their provisional agreement 
with T.H.Y. In order to demonstrate, however, that Her Majesty's 
Government were not indifferent to the claims of Turkish creditors 
in this country, the agreement should be coupled with an under
standing that arrangements for the progressive settlement of Turkish 
debts would be maintained. 

The C a b i n e t -
Authorised the Minister of Transport and Civil Aviation, in 
consultation with the Chancellor of the Exchequer and. the 
President of the Board of Trade, to approve the proposal by 
the British Overseas Airways Corporation to invest 
£ \ million in the equity of the Turkish National Airline and 
to make, in addition, a £1^ millions loan in the form of a 
debenture repayable in sterling over ten years, provided that 
this agreement was coupled with an understanding that 
arrangements for the progressive settlement of Turkish debts 
would be maintained. 

Suez Canal. 7. The Minister of Defence said that a United States naval 
(Previous vessel would shortly be routed through the Suez Canal, and it was for 
Reference: consideration whether we should now resume our normal practice 
C C . (57) 39th of sending H.M. ships through the Canal whenever it was convenient 
Conclusions, to do so. He proposed that, as an initial step, a Royal Fleet Auxiliary 
Minute 2.) vessel should pass through the Canal about mid-June and should be 

followed by a frigate in July. The orders given to the first ship could 
be countermanded, if necessary, up to 6th June. 

The Minister of State for Foreign Affairs said that, while the 
passage of a United States warship through the Suez Canal would not 
necessarily establish a precedent for our own naval vessels, the 
Egyptian Government would have no legal grounds for refusing 



passage to H.M. ships and were unlikely to do so. On the other hand, 
they might declare that they could accept no responsibility for any 
incidents which might occur if a United Kingdom warship appeared 
in the Canal; and it would be desirable, therefore, to inform the 
Egyptian Canal Authority of our intentions well in advance of the 
date of the ship's arrival in the Canal in order to ascertain the 
probable reactions of the Egyptian Government. 

In discussion there was general agreement that it would be 
unwise to attempt to force a premature decision on this issue, which 
should be approached empirically. Arrangements should therefore 
be provisionally made for the passage of a Royal Fleet Auxiliary 
vessel through the Canal, and in the light of the reactions of the 
Egyptian authorities, further consideration should be given to the 
future use of the Canal by H.M. ships. 

The Cabinet— 
Authorised the Minister of Defence, subject to further 
consultation with the Prime Minister, to make provisional 
arrangements for the transit of a Royal Fleet Auxiliary 
vessel through the Suez Canal during June. 

Cabinet Office, S.W.I. 
22nd May, 1957. 
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C A B I N E T 

CONCLUSIONS of a Meeting of the Cabinet held at 10 Downing Street, S.W.1, 
on Wednesday, 29th May, 1957, at 11-30 a.m. 
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The Right Hon. HAROLD MACMILLAN, M.P., Prime Minister. 
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Affairs. 
The Right Hon. PETER THORNEYCROFT, 	 The Right Hon. The EARL OF H O M E , 
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Relations and Lord President of the 
Council. 

The Right Hon. DUNCAN SANDYS, M.P., The Right Hon. Sir DAVID ECCLES, 
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Parliamentary Secretary, Treasury. 


Secretariat: 

The Right Hon. Sir NORMAN BROOK. 
"Mr. B  . S T . J. T R E N D . 
Mr. H. O. HOOPER. 
Mr. J. M. WILSON. 


5 1 7 6 0 - 1 




CONTENTS 
Minute 

No. Subject 
1 H.M. The Queen 

Flight in Comet Aircraft. 

2 Parliament ... ... ... 
" 3 Eas t /Wes t Trade 
4 Commercial Policy 

United States Tariff on Wool Goods. 

5 Jordan 
6 International Labour Organisation 

Vocational Training in Agriculture. 

7 Wages and Prices 
8 Europe 

Free Trade Area. 

9 Malta 
10 Civil Aviation ... 

Independent Airlines. 



H.M. The 1. The Prime Minister said that it was proposed that 
Queen. H.M. The Queen should travel in a Comet aircraft of the Royal 
Flight in Comet Air Force Transport Command when paying her forthcoming visit 
Aircraft. to Fighter Command in Scotland on 4th June. In view of the 

unfortunate history of the earlier types of this aircraft he had thought 
it right to bring this proposal to the notice of the Cabinet. He did 
not, however, suggest that any objection should be raised. The 
Comet was in fact the most exhaustively tested aircraft now in use 
by the Royal Air Force. 

The Cabinet agreed that no objection should be raised to the 
proposal that The Queen should travel to Scotland in a Comet 
aircraft of Transport Command. 

Parliament. 2. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

It was proposed that Parliament should be adjourned on 
7th June for the Whitsun Recess until Tuesday, 25th June. 

The statement on business to be made on the following day 
would include an announcement that the Government did not intend 
to proceed with the Shops Bill in the House of Commons in the 
current session. 

East/West 3. The Cabinet had before them a draft, circulated at the 
Trade. meeting, of a Parliamentary statement which the Foreign Secretary 
(Previous proposed to make on the following day on further relaxations in the 
Reference: control over trade with China. 
C C . (57) 13th The Foreign Secretary said that the United States Government 
Conclusions, had continued to maintain their opposition to our proposal to 
Minute 7.) modify our existing restrictions on this trade. As a result, certain 

other countries, which had hitherto endorsed our view that the 
restrictions governing trade with China and the Soviet bloc 
respectively should be brought into conformity with each other, were 
beginning to withdraw their support. Nevertheless, we had informed 
the United States Government, both in 1956 and more recently during 
the Bermuda discussions, that we should not be able to continue 
indefinitely to impose disproportionate restrictions on trade with 
China; and in view of the increasing public concern on this matter 
there seemed no alternative but to announce publicly our intention 
to apply the same restrictions to trade with China as to trade with 
the Soviet bloc. 

Although there would be some support in the United States 
for our attitude, this decision could be expected to provoke adverse 
comment in Congress, and the announcement of our intention should 
therefore be framed in as conciliatory a manner as possible. He 
proposed to make it clear in his statement that we intended to 
continue our established policy of co-operating with our friends and 
allies in a system of controls on trade with both the Soviet bloc and 
China in the mutual security interest. 

In discussion there was general agreement with this proposal. 
Even if our decision provoked an unfavourable reaction in the 
United States, it was unlikely to do any lasting damage to the 
relations between the two countries. On the other hand, the 
perpetuation of separate control lists for China and the Soviet bloc 
would give rise to increasing difficulty in Parliament and with 
industry, and the risk of repeated disagreement with the United 
States over the treatment of particular cases was likely in the longer 
term to prove more damaging to the relations between the two 
countries. 
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The Cabinet— 
Authorised the Foreign Secretary to make a statement in 
the House of Commons on the following day, in the terms 
of the draft which he had circulated, defining our future 
policy in regard to control over trade with China. 

 4. The Cabinet were informed that the United States 
 Government had decided to double the ad valorem rate of duty 

 (while leaving the additional specific duty unchanged) on imports 
 of wool goods into the United States in excess of 5 per cent, of the 

 to be addressed to the United States Government against 

 domestic production of these goods.
 should be lodged against this action. 

 I t was agreed that a protest 

The Cabinet— 
 Invited the Foreign Secretary, in consultation

 President of the Board of Trade, to arrange for
 with the 

a protest 

their recent decision to raise the tariff on imported wool 
goods. 

 5. The Cabinet were informed that the prospects of securing 
 from the Government of Jordan the over-flying and staging rights 

 which we were seeking now appeared to be more favourable. It had 
 also been possible to devise a procedure for the ceremonial transfer 

 of the Royal Air Force base at Mafraq on 31st May which should 
 minimise the embarrassment implicit in the fact that we were not at 

present in diplomatic relationship with Egypt, Saudi Arabia or Syria. 
It was agreed that it would be appropriate if arrangements were 
made for the Commanding Officer of the R.A.F. units stationed in 
the Middle East to be present at this ceremony. 

The Cabinet— 
Invited the Minister of Defence, in consultation with the 
Foreign Secretary, to arrange for the Commanding Officer 
of the Royal Air Force units in the Middle East to attend 
the ceremony at which the base at Mafraq would be 
transferred to the Jordanian Air Force on 31st May. 

6. The Cabinet considered a memorandum by the Minister of 
Labour (C. (57) 125) proposing that Recommendation N o . 101 on 
vocational training in agriculture, which the International Labour 
Conference had adopted in 1956, should be accepted, and should be 
announced in a White Paper which would state that the law and 
practice of the United Kingdom were generally in conformity with 
the provisions of the recommendation. 

The C a b i n e t -
Approved the proposal in C. (57) 125. 

7. The Cabinet had before them a note by the Chancellor of the 
Exchequer and the Minister of Labour (C. (57) 126) covering a report 
by the Joint Permanent Secretary to the Treasury and the Permanent 
Secretary of the Ministry of Labour on the results of their discussions 
with representatives of industry about the proposal to constitute a 
body to report on prices, production and incomes. 

The Chancellor of the Exchequer said that the proposals in this 
report regarding the terms of reference and the title of the new body 
seemed likely to be generally acceptable to the interests concerned. 



On the size and composition of the body, however, divergent views 
had been expressed by the representatives of industry, and it would 
be necessary to consider further whether the body should be a small 
one, composed of three independent persons with no industrial 
affiliations or a larger one, consisting of perhaps five members, of 
whom at least two would be able to speak with knowledge on 
industrial matters, or an even larger one, providing for adequate 
representation of all the main interests involved. These possibilities 
might be further explored in the more formal approach to industry 
which should now be made. This approach should be based on a 
memorandum outlining the Governments proposals; and the 
discussions should be conducted, on the Government side, by 
Ministers. 

The Prime Minister said that, although there was much to be 
said for constituting some kind of independent body to report on 
prices, production and incomes, the Cabinet should recognise the 
dangers inherent in the proposals as they had now taken shape. A 
small body, consisting of three independent persons of goodwill and 
sound judgment, could perhaps fulfil a useful function. But if 
the membership was extended to provide representation for both 
sides of industry, it was unlikely that the Councils findings would be 
wholly uninfluenced by sectional considerations. This fact was the 
more important in that it was apparently envisaged by all the 
representatives of industry who had been consulted that the Council 
should be free to criticise the actions of the Government. If this 
implied that the Council would be at liberty to suggest that, for 
example, the objective of stable prices could be more easily realised 
if the Government would adopt a policy of subsidy or price controls, 
the potential embarrassment to the Government could be serious. 

In discussion it was agreed that, while the proposals before the 
Cabinet clearly involved risks of the kind to which the Prime Minister 
had drawn attention, these must be weighed against the advantages 
which might result from the establishment of a body empowered to 
provide authoritative guidance on the questions comprised in the 
terms of reference. It would, however, be desirable to ensure, in 
subsequent discussions with industry, that the composition of the 
Council, as finally established, reflected the Governments original 
conception of a small body of independent persons who would not 
be representative of particular interests or points of view. It would 
also be necessary to make it clear, either in the terms of reference or 
in the exploratory statement which would accompany the publication 
of the proposals, that the Council would be expected to adhere 
closely to their remit and would not be authorised to make pro
nouncements or recommendations on broader issues of economic 
policy. 

In further discussion of the terms of reference the following 
points were made : —

(a) It was for consideration whether the words " full 
employment " should not be replaced by the words " a high and stable 
level of employment." If, however, the conception of " full 
employment" was more likely to command the assent of the trade 
unions, the point need not be pressed. 

(b) The reference to " stable p r i ces" should perhaps be 
expanded, in order to guard against any implication that stable prices 
could always be ensured, regardless of changes in world economic 
conditions. The phrase " reasonable stability of prices " might be 
preferable. 

(c) There was some risk of ambiguity in requiring the Council to 
report from time to time on the " significance" of changes in 
productivity, prices and incomes. It might therefore be wiser to 
delete the reference to " the significance of such changes " and to 



require the Council merely " to keep under review changes in 
productivity, prices and the level of incomes (including wages, salaries 
and profits) and to report thereon from time to time." 

The C a b i n e t -
Invited the Chancellor of the Exchequer and the Minister 
of Labour to initiate further discussions with representatives 
of industry, on the basis of a memorandum outlining the 
Governmenfs proposals as amended in their discussion. 

Europe. g  j Chancellor of the Exchequer said that, as a result of the n e

Free Trade recent discussions between the Prime Minister and the Federal 
Area. German Chancellor and his own talks with French Ministers, we now 
(Previous had some assurance that, as soon as the signatories of the Treaty of 
Reference: Rome had ratified that Treaty, they would be willing to renew their 
C C . (57) 38th discussions with us about the constitution of a Free Trade Area. For 
Conclusions, the time being, however, progress towards the Free Trade Area would 
Minute 5.) inevitably be rather slower than we had originally hoped. The 

meeting of the Council of the Organisation for European Economic 
Co-operation (O.E.E.C.) on this subject would need to be deferred 
until September; and we should employ the interval to explore more 
fully the implications of the Free Trade Area, and to discuss our 
proposals with officials from Commonwealth countries at a meeting 
immediately after the forthcoming Conference of Commonwealth 
Prime Ministers. 

In discussion the following points were made: — 
(a) There was some risk that Denmark, and perhaps the other 

Scandinavian countries, would feel obliged in self-protection to join 
the Common Market to be established under the Treaty of Rome. 
It would be to our advantage to discourage them from doing so, and 
it would therefore be desirable to give them as much reassurance as 
possible about the treatment of agricultural products within the 
framework of our proposals. The precise terms of any assurance of 
this kind would, however, need careful consideration, since it would 
remain uncertain, until after the forthcoming discussions with other 
members of the Commonwealth, how far we should be able to modify 
our own attitude on this issue, and it would in any event be wise, as 
a matter of tactics, to defer until the latest possible stage in the 
resumed discussions in O.E.E.C. the announcement of any change in 
our policy in respect of agriculture products. 

(b) There were indications of a growing sympathy in Europe for 
a federal approach to the problems of capital development and an 
increasing conviction that, if these problems were tackled on a 
sufficiently large and imaginative scale, it would be possible for 
Europe to achieve, relatively rapidly, a standard of living comparable 
with that of the United States. We could not afford to dissociate 
ourselves from a movement of this kind; and we must press on with 
our own preparations for the constitution of a Free Trade Area 
without allowing ourselves to be distracted or impeded by the 
obstruction of the French Government. It was becoming 
increasingly clear, however, that the political and technical problems 
involved were extremely complex; and it might become necessary to 
make special arrangements for the handling of these problems. 

The Cabinet— 
(1)	 Invited the Chancellor of the Exchequer, in consultation with 

the Foreign Secretary, the President of the Board of Trade 
and the Minister of Agriculture, to consider the possibility 
of giving the Danish Government some reassurance about 
the treatment of agricultural products in the context of 
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our proposals for a Free Trade Area, which might 
encourage them to resist pressure to join the European 
Common Market. 

(2) Agreed to resume their discussion at a subsequent meeting. 

9. The Cabinet were informed of recent developments in the 
negotiations with the Maltese Government about the future 
constitutional and economic development of Malta. 

The Minister of State for Colonial Affairs said that the Maltese 
Government had again rejected the proposals for integration and had 
described the suggested alternative of interim arrangements covering 
the next five years as such a radical departure from previous policy 
that they would need to consult the Maltese people about them. 
They proposed therefore to publish, on 4th June, a White Paper on 
the recent negotiations. The Malta Committee had recommended 
that an immediate reply should be sent to the Maltese Government, 
expressing regret at their continued rejection of the proposals for 
integration, denying that the alternative arrangements represented 
any change in policy, and asking that publication of the Maltese 
White Paper should be deferred in order that the United Kingdom 
Government could prepare a White Paper for simultaneous 
publication in this country. The Governor of Malta considered that 
the Prime Minister of Malta might now demand independence for the 
Island, and that, in this event, he might obtain the support of the 
other local political Parties. 

In discussion it was agreed that, if the Maltese Government were 
not prepared to postpone the publication of their White Paper, it 
would be necessary that the United Kingdom White Paper should 
also be published on 4th June. It would therefore be desirable to 
bring forward, to the following day, the meeting between the Prime 
Minister and the Labour Party members of the former Round Table 
Conference on Malta, in order to avoid any impression that the 
Government had reached a final decision before these members had 
been consulted. 

In further discussion it was suggested that the alternative offer 
which we had made to the Maltese Government, involving substantial 
assistance from the United Kingdom Exchequer during an interim 
period of five years, might be more readily accepted by public opinion 
as a reasonable response to the Maltese demand for " economic 
equivalence " if it was coupled with some definite action on our part 
to foster the development of the Island and to increase the productivity 
of its industries. We might therefore offer to appoint an eminent 
industrialist or a small expert committee to encourage the 
establishment of new industries in Malta and to advise and assist the 
Maltese Government in the economic expansion of Malta during the 
interim period. This individual, or committee, could be asked to 
report on the progress achieved at the end of the five years, so that 
the two Governments could consider whether a reasonable degree of 
" economic equivalence " was practicable in the event of integration. 
The terms of reference for this task would need, however, to be 
carefully defined in order to preclude the Maltese Government from 
using the enquiry merely to assess the amount of subsidy required 
by Malta in order to achieve " equivalence" with the United 
Kingdom. An offer 5on these lines should be made forthwith to the 
Maltese Government, and the proposal should either be mentioned, 
if possible, in the forthcoming United Kingdom White Paper, or be 
announced as rapidly as possible thereafter. 

Strategically, Malta was no longer essential as a naval base, and 
the implications of this fact could be made plain to the Maltese 
Government if they eventually declared a policy of independence of 
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the United Kingdom. It would be important, however, that we should 
not allow the discussions with the Maltese Government to reach this 
point until we had clearly demonstrated that we had taken every 
reasonable step to satisfy their demands. 

The Cabinet— 
(1) Invited the Colonial Secretary to arrange for	 a proposal on 

the lines agreed in discussion to be pu t to the Maltese 
Government. 

(2) Invited the Lord Chancellor, in consultation with the Colonial 
Secretary, to take account of the points raised in 
discussion in the preparation of the White Paper to be 
published in this country on the recent negotiations with 
the Maltese Government. 

10. The Minister of Civil Aviation said that the negotiations 
between the Central African Airways Corporation and the British 
Overseas Airways Corporation (B.O.A.C.) had brought to a head the 
difficulties which arose in connection with the limitations at present 
imposed on the independent airline companies. The Air Transport 
Advisory Council (A.T.A.C.) had recently recommended that the 
restriction whereby the independent airlines were limited to the use of 
sub-standard aircraft on " Colonial c o a c h " services should be 
removed. He considered that this recommendation should be 
accepted. The removal of this restriction was likely to be opposed 
by the B.O.A.C., but it would be in keeping with the Governmenfs 
repeated undertakings to provide more scope for the independent air 
transport companies. As a further measure to help these independent 
companies, he was examining with the other Ministers concerned 
the possibility of giving them longer term contracts for trooping. 
He hoped to be able to make a statement in Parliament in the near 
future about future policy towards the independent airlines. In the 
meantime it would be helpful if Government supporters in the House 
of Commons who were interested in civil aviation could be told 
informally about the Governmenfs
recommendation of the A T . A . C . 

 intention to implement the 

The C a b i n e t -
Authorised the Minister of Civil Aviation to inform 
Government supporters in the House of Commons of the 
Governmenfs intention to implement the recommendation 
of the Air Transport Advisory Council in favour of the 
removal of the restriction limiting the independent airlines 
to the use of sub-standard aircraft. 

Office, S.W.1, 
May, 1957. 
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1. The Cabinet had before them : — 
(i) A memorandum by the Chancellor of the Exchequer 

(C. (57) 131) on the extent to which the United Kingdom could 
afford to assist economic development in the Commonwealth in the 
light of the limitations on our resources for both internal and external 
investment. 

(ii) A note by the Secretary of the Cabinet (C. (57) 129) covering 
reports prepared by the Committee on Commonwealth Economic 
Development on the provision of capital and technical assistance for 
Commonwealth development. 

(iii) A memorandum by the Colonial Secretary (C. (57) 130) on 
the provision of loan finance for Colonial development. 

The Prime Minister said that these memoranda indicated that 
it might be necessary for the United Kingdom Government to take 
statutory power to make Exchequer advances to Colonial 
Governments who could not raise sufficient finance in the London 
market for their capital programmes. The United Kingdom 
Government could not, however, sustain a regular system of 
Governmental capital assistance to the independent members of the 
Commonwealth. The Colonial Development Corporation (C.D.C.) 
should therefore concentrate its attention on the Colonial territories 
and should refrain from investing in new projects in Commonwealth 
countries after they had attained independence. It should, however, 
be ' allowed to second members of its expert staffs to assist in the 
management of new projects in newly-independent countries and, 
on occasion, to undertake itself the management of particularly 
important projects of this kind. 

As a result of this review of Commonwealth development it was 
clear that there was no scope for the establishment of any new 
Commonwealth organisation for the co-ordination of economic 
development in the member countries. There might, however, be 
advantage in strengthening the Commonwealth Economic 
Committee; and, in order to ensure that such resources as we could 
spare for Commonwealth development were used as productively as 
possible, the Commonwealth Development Finance Company 
(C.D.F.C.) should be encouraged to expand its activities and to 
establish closer links with the work of those banking houses which 
operated throughout the Commonwealth. 

It would be desirable that United Kingdom policy on 
Commonwealth economic development should be explained at the 
forthcoming Meeting of Commonwealth Prime Ministers. This 
should emphasise the magnitude of the development programmes 
to which Commonwealth countries were committed, the effort which 
the United Kingdom were already making to provide capital for this 
purpose, the importance of the part which could be played by private 
initiative in the form of development and finance corporations, and 
the value of the technical assistance which we were able to offer to 
the Commonwealth, particularly in the development of nuclear 
energy. It would be useful if, at much the same time, a White Paper 
on Commonwealth development could be published, defining the 
Governmenfs policy and emphasising the extent of our existing 
capital investment in the Commonwealth. 

In discussion the following points were made : — 
(a) The gradual loosening of the other ties which bound together 

the members of the Commonwealth made it increasingly important 
that its economic links should be strengthened as far as possible. 
While the Prime Ministers of the Commonwealth should not be 
encouraged to entertain exaggerated hopes of the additional financial 
support which the United Kingdom could provide for their 
development programmes, the proposed White Paper should 
emphasise that we were already applying to Commonwealth 
development resources equivalent to 1 per cent, of our gross national 
product. The assistance which we should in future be able to offer 
to other Commonwealth countries would tend increasingly to take 
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the form of technical advice and services; and the White Paper should 
stress the value of the facilities which we could make available in this 
respect. 

(b) If these facts were to capture the public imagination, they 
should be presented in as vivid and constructive a manner as possible. 
There might be advantage in linking the publication of the proposed 
White Paper with a new appeal to the public to increase the volume 
of saving available for financing Commonwealth development by, 
e.g., subscribing to a new issue of National Savings Certificates. This 
possibility should be further examined. 

(c) The proposal that statutory power should be taken to 
provide loans from the Exchequer for the financing of Colonial 
development could be criticised on the ground that it would diminish 
market support for loans issued by Colonial Governments themselves 
and would tend to weaken the credit of Colonial borrowers in 
London. On the other hand, in so far as the proposal would tend 
to relieve apprehension about the capacity of the market to absorb 
loans issued by Colonial Governments, it would tend to simplify the 
financing of Colonial development programmes. It would be 
possible, however, to defer the introduction of the proposed 
legislation, provided that Colonial Governments could be assured 
that they could continue to give effect to the development 
programmes to which they were already committed, on the 
understanding that, if Exchequer advances were needed to 
supplement market issues, the United Kingdom Government would 
be prepared to obtain the necessary statutory authority to make such 
advances. 

The Cabinet— 
(1) Approved in principle the recommendations made in 

C. (57) 131. 
(2) Invited the Chancellor of the Exchequer, in consultation with 

the Commonwealth Secretary and the Colonial Secretary, 
to prepare a draft statement about United Kingdom 
policy on Commonwealth development, to be made by 
United Kingdom Ministers at the forthcoming Meeting of 
Commonwealth Prime Ministers. 

(3) Invited the	 Commonwealth Secretary, in consultation with 
the Chancellor of the Exchequer and the Colonial 
Secretary, to prepare a draft White Paper on the 
contribution made by the United Kingdom to 
Commonwealth development. 

(4) Invited the	 Chancellor of the Exchequer to re-examine the 
possibility of publicising Commonwealth development as 
an incentive to national saving. 

Public Service. 2. The Cabinet had before them a memorandum by the Prime 
Salaries. Minister (C. (57) 133) setting out revised proposals for increases in 
(Previous certain public service salaries, together with a draft Parliamentary 
References: statement on this subject. 
C C . (57) 16th The Prime Minister said that the proposals which the Cabinet 
Conclusions, had previously considered had been revised after further careful 
Minute 5, and consideration. If the Cabinet approved them in their present form, 
C  C (57) 4lst he proposed, after arranging for the necessary consultations with 
Conclusions, Mr. Speaker and the Opposition Leaders, to make an early 
Minute 2.) announcement of the Governmenfs intentions. 

It was the general view of the Cabinet that the revised proposals 
would probably be welcomed by the Opposition and should be 
acceptable to the Governmenfs own supporters, provided that it was 
made clear that, the increase in the remuneration of Members of 
Parliament was directly attributable to the inescapable expenses of 
membership. 



In discussion ot the detailed proposals the following points were 
made : — 

(a) Allowance for Peers 
It was desirable that Peers should be entitled to claim the 

allowance in respect of expenses incurred in connection with 
attendance at the House of Lords, without liability to taxation or 
having to account for their expenditure in detail. For this purpose, 
the allowance must be, in principle, a subsistence allowance, 
corresponding broadly to the similar provision which was made for 
public servants. It would defeat this objective if the allowance was 
increased to £4 or £5 a day, since such a figure would be held to 
comprise an element of taxable remuneration. It should therefore 
be fixed at three guineas a day. 

(b) Members of Parliament 
While the total remuneration of Members of Parliament, less any 

claim which could be made for expenses, would remain liable to 
taxation, it was important that the proposed additional provision of 
£750 a year in place of the sessional allowance should be presented 
in a manner which would minimise the risk of its being 
misrepresented as merely a net addition to salary. For this reason, 
it would be wise to avoid the use of the expression " expenses 
allowance," which tended to be interpreted by public opinion as 
constituting, in effect, a tax-free addition to salary. It would be 
preferable to make it clear, that, in the Governments view, the salary 
of a Member of Parliament should remain unchanged at £1,000; but 
that, having regard to the finding of a Select Committee in 1953 that 
the average expenses of a Member of Parliament amounted to 
£750 a year, it would be appropriate to institute a Parliamentary 
allowance of this amount in place of the present sessional allowance; 
and that this allowance would be liable to tax (as was the basic 
salary of £1,000), subject to deduction of Parliamentary expenses. 
It was agreed that the proposed announcement should be redrafted 
in this sense, and should also indicate that the Government had 
rejected, as being inconsistent with the traditions of the House of 
Commons, the alternative possibility of following the practice of 
certain other countries in providing centralised secretarial services for 
Members of Parliament. 

(c) Senior Ministers 
A moderate increase in the total remuneration of senior 

Ministers could be justified to public opinion as a measure which 
was long overdue and was not out of keeping with the greater 
increases proposed for members of the Boards of nationalised 
industries. A satisfactory arrangement for improving the 
remuneration of all Ministers must comprise some increase in the 
basic salary. Ministerial salaries should therefore be increased from 
£5,000 to £6,000 a year, a Minister in the House of Commons being 
entitled to draw, in addition, his Parliamentary allowance of £750 a 
year. 

(d) Junior Ministers and Parliamentary Secretaries 
In view of the fact that junior Ministers were unable to claim 

tax relief for the additional expense of living in London, an increase 
of £1,000 in their basic salary would leave an inadequate margin 
between their remuneration and that of Members of Parliament. It 
would be justifiable, therefore, to increase the salaries of junior 
Ministers by £1,250 rather than £1,000, resulting in total emoluments 
of £5,000 for Ministers of State and £3,500 for Parliamentary 
Secretaries. 



(e) Mr. Speaker and Officers of the two Houses of Parliament 
The existing parity between the salary of a senior Minister and 

that of Mr. Speaker should be maintained; and it should be suggested 
to him that his official salary of £5,000 should be increased by £1,000, 
the present tax-free allowance of £4,000 remaining unchanged. The 
salaries of the Chairman of Committees in the House of Lords and 
the Chairman and Deputy Chairman of Ways and Means in the 
House of Commons should be increased by £1,250 rather than £1,000 
(as in the case of junior Ministers and Parliamentary Secretaries) the 
two officers in the House of Commons being entitled to receive, 
in addition, the new Parliamentary allowance of £750. 

(/) Leader of the Opposition 
It would be appropriate to provide a total remuneration of 

£3,750 for the Leader of the Opposition, comprising a salary of 
£3,000 and a Parliamentary allowance of £750. The present Leader 
of the Opposition should be invited to consider this proposal. 

(g) Injury Warrant 
The exclusion of Ministers of the Crown and their dependants 

from the benefits of the Injury Warrant System in the event of their 
death or injury while on duty was an anomaly which should now 
be corrected. It might also be justifiable to provide similar protection 
for Members of Parliament, although it would be necessary, in their 
case, to define whether this protection should be confined to 
occasions when they were commissioned by the House of Commons 
to act in a representative capacity on behalf of the House as a whole 
or should be extended to include the discharge of their ordinary 
Parliamentary duties. It might be impracticable, in any event, to 
bring Members of Parliament within the scope of the Injury Warrant ; 
and further consideration should be given to the possibility of 
devising a scheme of insurance for this purpose. It would be 
desirable that any arrangement which might be agreed should be 
included in the forthcoming legislation. 

(h) Timing 
The necessary action to give effect to the Governmenfs proposals 

should be initiated as soon as possible after the Whitsun recess, in 
accordance with a time-table which would provide for the necessary 
consultations with Mr. Speaker, the Leaders of the Opposition 
Parties, the Chairman of the Select Committee which had enquired 
into the question of Members ' expenses, and the Governmenfs 
supporters. 

The Cabinet— 
(1) Endorsed the proposals in C.	 (57) 133, subject to the points 

made in their discussion and to the qualification that the 
salaries of junior members of the Government should be 
increased by £1,250 rather than £1,000 a year. 

(2) Took note that the Prime Minister, in consultation with the 
Chancellor of the Exchequer, would arrange for the draft 
Parliamentary statement annexed to C. (57) 133 to be 
revised on the lines agreed in their discussion. 

(3) Took note that the Prime Minister, in consultation with the 
Home Secretary and the Chief Whip, would arrange for 
the necessary preliminary consultations to be undertaken, 
with a view to announcing the Governmenfs proposals 
as soon as possible after the Whitsun recess. 

(4) Invited	 the Chancellor of the Exchequer to give further 
consideration to the possibility of providing some 
protection for Members of Parliament analogous to the 
terms of the Injury Warrant, in the event of their death 
or injury on duty, and to incorporate in the forthcoming 
legislation any scheme which it might be practicable to 
devise for this purpose. 
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3. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (57) 134), proposing that he should 
announce that day in the House of Commons, by means of the 
statement annexed to his memorandum, that the present travel 
allowance of £100 would be extended to include travel in the dollar 
area, particularly in the United States and Canada, and that the 
import restrictions on many industrial raw materials and metal 
semi-manufactures (with the exception of leather) and on certain 
agricultural products would be withdrawn on 1st July. * 

The Chancellor of the Exchequer said that no travel allowance 
had been available in respect of dollar countries since the end of the 
the war and that it would be in the interest of good relations between 
the English-speaking peoples that the allowance should now be 
extended to include the dollar area, particularly since the cost was 
likely to be small. This proposal would be particularly welcome to 
the Canadian Government. The removal of import controls on a 
large number of industrial commodities would also be to the 
advantage of this country, since it would enable our manufacturers 
to compete on more equal terms with other European countries 
where these controls had already been withdrawn. The resultant 
diversion to dollar sources of supply might add some £ 12-£ 13 millions 
to the cost of our dollar imports, but the addition to the cost of our 
imports as a whole should not exceed £3 millions. The net increase 
in the total cost of imports by the Colonies should not be more than 
about £1 million. The independent members of the sterling area 
would probably follow our example to some extent, although the 
cost on this account could not be predicted. 

In discussion it v/as agreed that the time was now opportune 
to introduce a dollar travel allowance. Some doubt was expressed, 
however, about the proposed relaxations in the import of industrial 
raw materials. Further consideration should be given to the probable 
effects of this proposal both on our balance of payments and on the 
interests of producers of the commodities in question in this country 
and in the Colonies. It was also for consideration whether we should 
relax our restrictions for the benefit of dollar exporters at a time 
when the United States, so far from giving effect to the progressive 
commercial policies which they purported to endorse, had recently 
imposed a tariff on woollen imports. In these circumstances it would 
be advisable to establish more clearly that, if our import controls 
were relaxed to the extent which was proposed, the result would, on 
balance, be to the national advantage. 

The Cabinet— 
(1) Authorised the Chancellor	 of the Exchequer to announce in 

the House of Commons that day that the travel allowance 
of £100 would be available in future for travel to the 
dollar area, including Canada. 

(2) Took note that the Prime Minister	 would inform the Prime 
Minister of Canada of this decision. 

(3) Invited	 the Chancellor of the Exchequer, in consultation 
with the President of the Board of Trade, to arrange for 
further consideration to be given by the Economic Policy 
Committee to the proposal to discontinue import controls 
on certain industrial and agricultural commodities. 

Cabinet Office, S.W.L 
4th June, 1957. 
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 1. The Prime Minister said that it was in principle undesirable 
 that public statements on matters of Government policy should be 

made by members of the Cabinet, without prior consultation with 
their colleagues, in the course of visits overseas. Ministers should, 
so far as possible, avoid making such statements on occasions when 
it was obvious that they could not have had recent opportunity for 
consultation with their colleagues. 

The C a b i n e t -
Took note of the Prime Ministers statement. 

 2. The Cabinet were informed of the business to be taken in 
the House of Commons in the first week after the Whitsun Recess. 

The Opposition had selected as a subject for debate on 25th June 
the progress achieved in giving effect to the recommendations of the 
various Committees which, under the chairmanship of Sir Ernest 
Gowers, had enquired into social and industrial conditions. The 
Prime Minister, in consultation with the Home Secretary and the 
Minister of Labour, would consider which Ministers should speak on. 
behalf of the Government in this debate. 

3. The Cabinet had before them a memorandum by the 
Secretary of State for War (C. (57) 128) on the question whether the 
Home Guard might be allowed gradually to lapse without legislation. 

The Secretary of State for War said that he sought authority to 
make an early announcement that the remaining activities of the 
Home Guard would cease at the end of July. He was satisfied, after 
consultation with the Attorney-General, that while no amending 
legislation would be strictly necessary to enable the Home Guard to 
be disbanded, it might nevertheless be thought to be desirable, on 
grounds of constitutional propriety, that the Governmenfs decision 
should receive legislative sanction. Moreover, it might become 
necessary to reconstitute the Home Guard at some future time and, 
once the force had been disbanded, further statutory authority would 
be necessary for this purpose. A Bill dealing with the Reserve 
Forces would, in any event, be needed at an early date, and this would 
provide a convenient opportunity for obtaining statutory authority 
both to disband the Home Guard and to reconstitute it, if necessary, 
at a later date. 

In discussion there was general agreement that, in the light of 
the continuing expenditure on the Territorial Army and the Civil 
Defence forces, further outlay in respect of the Home Guard could 
no longer be justified, "and that the Home Guard should now be 
disbanded. 

The Cabinet— 
Approved the proposals in C. (57) 128 and authorised the 
Secretary of State for War to make an early announcement 
that the activities of the Home Guard would cease at the end 
of July. 

 4. The Cabinet had before them a memorandum by the Home 
 Secretary (C. (57) 132) reporting the recommendations of the Future 

 Legislation Committee on a provisional legislative programme for 
 the forthcoming session. 

The Home Secretary said that the main policy Bills listed in 
paragraph 6 of C. (57) 132, together with the essential and contingently 



IS 


essential Bills in Lists A and A 1 in the annex to that memorandum, 
would demand more time than was likely to be available for legislation 
in the 1957-58 session. Subject, however, to further review at a 
later date, these Bills would constitute a well-balanced programme, 
of which the main features would be measures dealing with the 
reform of the House of Lords, local government organisation and 
finance, pensions and national insurance, and the repeal of the 
emergency regulations relating to land. The Mental Health Bill 
could possibly be made ready for inclusion in the programme for 
1957-58, but only at the cost of sacrificing other important legislation 
in that session and depriving the 1958-59 programme of one of its 
main elements. The Credit Trading (Part I) Bill could be deleted 
from the programme. Further consideration would need to be given 
in due course to the desirability of proceeding in the forthcoming 
session with both the Betting and Gaming Bill and the Deer Bill, 
which would be controversial measures. A Bill, or Bills, dealing 
with Adoption and Child Life Protection, which would be non
contentious and would have widespread appeal, might be added to 
the programme. 

In order that the legislation for the session should be ready in 
time, the Bills indicated in paragraph 6 of C. (57) 132, together with 
those in Lists A and A 1, should be regarded as the basis of the 
programme, and the Ministers concerned should now be authorised 
to obtain the necessary policy clearance and to give instructions for 
drafting to proceed. 

In discussion the following points were made : — 
(a) The Lord Chancellor said that the Emergency Legislation 

Committee had made considerable progress with the preparation of 
proposals for legislation which would enable the emergency 
regulations relating to land to be revoked. There was no question of 
perpetuating in permanent legislation the full range of the powers at 
present contained in the emergency regulations, and the Committee 
had rejected a significant proportion of the proposals for permanent 
powers which Departments had put forward. In view of the 
Governmenfs undertaking to repeal the remainder of the emergency 
regulations during the life-time of the present Parliament, it was 
important that this legislation should be enacted in the forthcoming 
session, in order that time might be available to deal with economic 
controls in the following session. Room would also have to be found 
in the legislative programmes for the remaining sessions of the 
Parliament for certain minor Bills, such as the Water Bill and the 
Inventions and Designs Bill, the enactment of which would be 
necessary before the emergency powers could be finally dispensed 
with. 

(b) The Commonwealth Secretary said that it would be essential 
to legislate in the next session about Christmas Island. 

(c) The Minister of Housing said that the New Towns Bill for 
the forthcoming session would be a limited measure, concerned solely 
with the extension of borrowing powers, and should be promoted to 
the category of essential Bills. A more important measure, dealing 
with the future ownership of the New Towns, should be reserved for 
the final session of the Parliament. 

(d) The Minister of Agriculture said that the Agricultural 
Holdings Bill and Slaughterhouses Bill were likely to be of only 
moderate length, and it would be desirable, if possible, to enact both 
Bills in the forthcoming session. 

(e) The President of the Board of Trade said that the Inventions 
and Designs Bill was less important than the Weights and Measures 
Bill. The law on this subject was now in urgent need of reform and 
it would be in our commercial interest to proceed with this Bill. 



(/) The Minister of State for Colonial Affairs said that, while it 
might be possible to dispense with a Colonial Loans Bill, legislation 
to increase the capital of the Colonial Development Corporation 
would almost certainly be required.. The Singapore Bill should 
now be included in the category of essential Bills; the Jamaica 
Dependencies Bill would certainly be required; and the need to enact 
the Overseas Civil Service Bill was becoming increasingly urgent. 

The Cabinet— 
(1) Authorised the work	 of preparing the legislation comprised 

in Lists A and A 1 annexed to C. (57) 132, together with 
the Bills listed in paragraph 6 of that memorandum, to be 
put in hand as rapidly as possible. 

(2) Invited	 the Home Secretary to circulate a memorandum 
reviewing the arguments for proceeding with the Betting 
and Gaming Bill in the forthcoming session. 

(3) Agreed	 to resume at a later meeting their consideration of 
the legislative programme for the forthcoming session. 

Cancer of the 5. The Cabinet had before them a memorandum by the Home 
Lung- Secretary (C. (57) 135) covering the draft of a statement by the 
(Previous Minister of Health about the connection between tobacco smoking 
Reference: and lung cancer. 
C M . (56) 32na 
Conclusions, The Home Secretary said that the Medical Research Council had 
Minute 5.) stated, in a special report which would be published on 28th June, 

that the most reasonable interpretation of the great increase in deaths 
from lung cancer was that a major part of it was caused by smoking 
of tobacco, particularly cigarettes. This was the first time that the 
Council had made a positive statement of this nature. The 
Committee appointed by the Cabinet to recommend what policy 
the Government should adopt in this matter had approved the draft 
statement appended to C. (57) 135 and. had suggested that it should 
be made by the Minister of Health on 27th June, copies of the 
Medical Research CounciTs report being made available in the Vote 
Office the same evening. The "draft statement implied a rather more 
positive endorsement of the latest medical findings than had hitherto 
been forthcoming from foreign Governments; and it might entail 
some risk that the Government would be expected to take specific 
action to discourage tobacco smoking. 

In discussion there was general agreement that a Government 
statement on the lines of the draft annexed to C. (57) 135 should 
accompany the publication of the report of the Medical Research 
Council. The following suggestions were, however, made : — 

(a) The Government should not admit a " duty " to warn the 
public of the connection between smoking and lung cancer. This 
disease could be differentiated from those, such as tuberculosis and 
poliomyelitis, which were infectious or contagious. 

(b) The opening sentence of the statement should be amended 
to indicate that the risk of lung cancer was greatest in connection with 
heavy smoking of cigarettes. 

The C a b i n e t -
Authorised the Minister of Health to make a statement in 
the House of Commons on the 27th June in the form of the 
draft annexed to C. (57) 135, as amended in their discussion. 



Suez Canal. 6. The Cabinet had before them a memorandum by the 
British Chancellor of the Exchequer (C. (57) 136) about the further steps 
Evacuees. which might be taken to assist British subjects who had had their 
(Previous assets in Egypt sequestrated. 
Reference: 
C.C. (-57) 39th The Chancellor of the Exchequer said that, in view of the 
Conclusions, interruption of the discussions in Rome between officials of the 
Minute 4.) United Kingdom Government and the Egyptian Government, public 

opinion would probably demand further action in relief of the British 
evacuees from Egypt. Such action might be taken under the following 
heads: — 
(a) Suez Contractors' Employees 

In the light of the Cabinefs earlier decision that priority might 
reasonably be given to their claims the contractors' employees should 
now be offered advances equal to the full assessed value of the property 
and effects which they had left behind in Egypt. The amount involved 
would be of the order of £425,000, excluding £100,000 representing 
sums which the employees had on deposit in Egyptian banks. On the 
basis of the general principle that the claim of the United Kingdom 
Government against the Government of Egypt should be kept to the 
minimum, the claims of the individual employees should not be 
assigned to the Government as a result of the advances proposed but 
should be left outstanding against the Egyptian authorities. 

(b) Assets Held in this Country 
It would be possible to arrange for certain United Kingdom 

banks to make advances against securities which they were holding 
to the order of banks in Egypt on account of the refugees. These 
advances would be made at a nominal rate of interest, but the banks 
would require a Treasury guarantee against loss. There were certain 
objections to an arrangement of this kind, and it would be preferable, 
before deciding to adopt it, to await the result of the enquiry which 
the Egyptian Director-General of Exchange Control had undertaken 
to make into the possibility of releasing the securities in question. 

(c) Grants by the Anglo-Egyptian Resettlement Board 
The scope of the Board's activities might reasonably be extended 

in a number of minor respects; and the process of resettlement might 
be accelerated if the payment of resettlement grants, while remaining 
dependent upon the applicant having found himself employment, was 
no longer made dependent upon his having already found 
accommodation as well. On this basis, when an applicant had found 
employment the Board would give him the full scale of resettlement 
grant at a fixed rate to cover both accommodation and furniture and 
would inform him that they would no longer accept him as their 
responsibility. Such a proposal, which might cost in all between 
£1 million and £1^ millions, would be recognised as generous and 
would also relieve the Resettlement Board of the continuing liabilities 
about which they were now seriously concerned. 

As an alternative to these arrangements it would be possible to 
introduce a general scheme for making advances against sequestrated 
assets and to create a special organisation for this purpose. Such a 
scheme would, however, imply that the Government were themselves 
accepting liability to compensate British subjects for losses sustained 
as a result of the Anglo-French operation against Egypt and would 
prejudice still further our prospect of obtaining compensation from 
Egypt. Moreover, British assets abroad had been seized in other 
cases; and if the Government decided, in the present instance, to 
compensate the losers in full in the absence of any compensation from 
the country responsible, they would be creating a new and potentially 
dangerous precedent. 

In discussion there was general agreement that the contractors' 
employees should be treated on the lines suggested by the Chancellor 
of the Exchequer and should be informed forthwith, in strict 



confidence, of the Governmenfs decision. It was agreed also that the 
scope of the activities of the Anglo-Egyptian Resettlement Board 
should be extended as the Chancellor of the Exchequer had proposed. 
As regards securities held by banks in this country to the order of 
banks in Egypt on account of the refugees, it was suggested that the 
general public would find it difficult to understand why these assets 
could not be put at the disposal of their owners and why the 
Government appeared to contemplate no action in this respect. 
It would be desirable to ascertain with greater certainty whether these 
assets could not be released, at least by those banks whose 
headquarters were registered in this country or elsewhere in British 
territory. But if the legal objections to this course proved to be 
insuperable, it would be necessary to reconsider whether the 
Government should introduce a scheme whereby the banks concerned 
would make advances against these securities on the basis of a 
Treasury guarantee against loss, notwithstanding the objections to 
such an arrangement and the fact that certain banks had already 
indicated that they could not take part in a scheme of this kind. 

It would be desirable to defer at least till after the Whitsun recess 
any public announcement of the Governmenfs intentions on the 
whole issue of compensation for British evacuees from Egypt. There 
was some evidence that the Egyptian Government were being 
subjected to increasing economic pressure; and, while it was 
important to convince public opinion in this country that the 
Government intended to deal sympathetically with British evacuees 
from Egypt, it would be to our advantage to present our proposals 
in such a way as to avoid any implication that we were weakening in 
our attitude towards the Egyptian Government or were willing to 
compromise on the issue of obtaining from them the maximum of 
compensation in respect of losses sustained by British subjects. 

The Cabinet— 
(1) Authorised	 the Secretary of State for War to inform the 

employees of the Suez Canal Contractors ' Companies, in 
strict confidence, that the Government were prepared to 
make advances equal to the full assessed value of the 
property and effects which they had left behind in Egypt, 
excluding the sums which they had on deposit in Egyptian 
banks. 

(2) Authorised the Home Secretary to inform the Anglo-Egyptian 
Resettlement Board that their activities might be extended 
on the lines indicated in Appendix I to C. (57) 136, and 
that they would be entitled, as soon as an applicant had 
secured employment and seemed likely to be able to 
support himself, to give him the full scale of resettlement 
grant and to inform him that they would no longer accept 
him as their liability. 

(3) Invited the Chancellor of the Exchequer to arrange for	 further 
examination of the legal obstacles to the release by British 
banks of securities which they held to the order of banks 
in Egypt on account of British refugees. 

(4) Invited the Chancellor of the Exchequer to reconsider, in the 
light of the result of the enquiry under Conclusion (3) 
above, the possibility of introducing a scheme whereby 
United Kingdom banks would make advances against the 
securities in question, on the basis of a Treasury guarantee 
against loss. 

. 

(5) Agreed that no public announcement of any of the proposals 
which they had discussed should be made until after the 
Whitsun recess. 

(6) Agreed to resume their discussion at a subsequent meeting. 
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 7. The Cabinet had before them a memorandum by the Minister 
 of Transport (C. (57) 137) about the roads programme. 

The Minister of Transport said that the Government had hitherto 
been compelled to approach the problem of road improvement by a 
series of relatively small projects, and that, unless he was authorised 
to embark on the major schemes which he had already announced as 
being of the highest priority, the Government would be unable to 
demonstrate, at the end of the present Parliament, that they had made 
any effective contribution to reducing congestion on the roads. In 
view of the considerable time which had to be devoted, to the 
preliminary planning and organisation of schemes of this kind, the 
decision of principle must be taken forthwith. It would remain 
important, however, that the rate of authorisation of other schemes 
should not be reduced. For this purpose he urged that the roads 
programme over the years 1959-63 should be established on the basis 
of annual expenditure of £60 millions a year. If the annual outlay 
was limited, as the Chancellor of the Exchequer had requested, to 
£50 millions a year, the value of the smaller schemes which could be 
authorised would be significantly reduced and, apart from the major 
projects, the resources devoted to road improvement would be rapidly 
and progressively reduced at the time when the highway authorities 
would be organised to make the maximum effort. N o financial 
commitment would be incurred for some time after the programme 
had been approved; and even if a decision of principle in favour of 
annual expenditure of £60 millions was taken now, this figure could 
be adjusted, if necessary, in the following year. On the other hand, if 
the initial decision was based upon too small an annual figure, the 
time and opportunity lost could never subsequently be made good. 

The Chancellor of the Exchequer said that the demands upon the 
economy as a whole were still too heavy. An annual expenditure 
of £50 millions, as he had suggested, would represent an increase of 
nearly 50 per cent, over the present figure of £35 millions a year. In 
the light of present economic circumstances this represented a very 
substantial increase but the question might be reconsidered in the light 
of a further review of the investment programme during the summer. 

In discussion there was general agreement that the scale of the 
roads programme needed further examination in relation to the 
investment programme as a whole. This examination should be 
directed, however, not merely to determining a single figure as the 
measure of the rate of annual expenditure, but also to ascertaining 
what expenditure would be needed from time to time—in respect of 
land purchase, extinction of rights, &c.—to enable the Government, 
if they so decided, to proceed subsequently with a programme of a 
defined size. 

The Cabinet— 
Invited the Chancellor of the Exchequer, in consultation 
with the Minister of Transport, to reconsider the roads 
programme in the light of their discussion and in relation 
to the investment programme as a whole. 

8. The Minister of Agriculture said that it had now been 
established, through discussions under the auspices of Western 
European Union (W.E.U.), that satisfactory arrangements could be 
made with most of the Continental Governments concerned for live 
cattle exported from this country to be slaughtered reasonably near 
the ports of disembarkation. The French authorities, however, were 
anxious that the trade in cattle to destinations in the south of France 
should be allowed to continue. The animals would therefore remain 
subject to a long overland journey under unsatisfactory conditions. 
This would be contrary to the recommendations of the Committee of 



9 CC. 45 (57) 
Enquiry into the export of cattle and would be unacceptable to public 
opinion. If the trade was not to be completely prohibited, it might 
become necessary to enforce a requirement that the cattle should be 
slaughtered within a maximum distance from the ports of arrival. He 
sought authority, in consultation with the Ministers concerned, to give 
to our representative at the resumed discussion in W.E.U. instructions 
which would not preclude this possibility. 

The Cabinet— 
Authorised the Minister of Agriculture to settle, in 
consultation with the Foreign Secretary, the Chancellor of 
the Exchequer, the Secretary of State for Scotland and the 
President of the Board of Trade, the instructions which 
should guide our representative in further discussions with 
the authorities of the European countries concerned about 
the conditions which should be attached to the export trade 
in live cattle from this country, on the understanding that 
any restrictions that might be imposed upon this trade would 
be non-discriminatory in form. 

Cabinet Office, SWA, 
6th June, 1957. 
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The Cabinet had before them— 
Disarmament. (i)  note by the Foreign Secretary (C. (57) 143) containing the a

(Previous texts of an informal United States memorandum of proposals for 
Reference: a partial disarmament agreement and of the Soviet reply; 
C C . (57) 37th (ii) a memorandum by the Foreign Secretary (C. (57) 146) 
Conclusions. outlining the main issues involved in the disarmament discussions 
Minute 1.) and containing the text of a draft statement on nuclear tests which 

had been prepared for submission by the four Western delegations 
to the Disarmament Sub-Committee; 

(iii) a note by the Minister of Defence (C. (57) 151) commenting 
on the defence implications of these recent disarmament proposals. 

The Foreign Secretary said that the provisions for conventional 
disarmament in the recent United States proposals were broadly 
acceptable. The problem of nuclear disarmament, however, had 
been completely altered by the apparent acceptance by the Soviet 
Government of the principle of control over cessation of tests, and 
by the offer by the United States Government of a ten months' 
moratorium on tests, beginning in July 1958, provided that it was 
coupled with a declared willingness to enter into further negotiations 
for the eventual cessation of the production of fissile material for 
nuclear weapons. A cessation of production was unlikely to be 
acceptable to the Soviet Government. It would also be unwelcome 
to us, in so far as it would prevent the further development of our 
weapons programme. But the United States Government, with the 
support of the French Government, regarded it as essential on the 
ground that a ban on nuclear tests alone would not prevent the 
emergence of additional nuclear Powers. Since it was important 
that, in these circumstances, we should not appear to be frustrating 
progress towards disarmament, the best course would be to test the 
sincerity of the latest Soviet offer by putting forward in the 
Disarmament Sub-Committee proposals on the lines of the draft 
statement at Annex B of C. (57) 146. Under these proposals, the 
suspension of nuclear tests would only become operative when the 
necessary arrangements for their detection and control had been 
incorporated in a treaty which had been ratified by all countries. 
The United States representative estimated that this stage would 
not be reached, at the earliest, until July 1958. The subsequent ten 
months' moratorium on tests would provide an opportunity to assess 
the willingness of the Soviet Government to accept in practice a 
system of inspection in connection with tests and to proceed with 
further negotiations for the control of production of fissile material. 
The ban on the manufacture of fissile material for weapons would 
not come into operation until one month after the necessary detailed 
control system had been established. It was estimated that it would 
take a further two years, i.e., until 1960, to complete these 
negotiations. This would provide us with a further period in which 
our development programme could proceed before we could be 
compelled to cease production; and we should make it clear that our 
willingness to accept a cessation of production at that point would 
be dependent on certain conditions to be agreed. 

If, as was probable, it became apparent during the negotiations 
about the cessation of production that the Soviet Government would 
refuse to accept an effective control over the manufacture of fissile 
material, the United States Government envisaged that nuclear tests 
could then be resumed. But, even if the Soviet Government rejected 
proposals on the lines of the draft statement, they would continue 
to press for immediate agreement on a simple and unqualified 
suspension of tests; and if we and the United States were not to be 
subjected to heavy pressure in the General Assembly of the United 
Nations to accept a resolution to this effect, we must put forward 
proposals which offered a reasonable alternative approach to the 
problem. On a balance of the considerations involved, therefore, 



we should associate ourselves with the proposals in the draft 
statement, which should suffice to hold the position in the General 
Assembly. 

The Prime Minister said that the proposals in the draft 
statement, which we knew to represent the considered views of the 
United States Government, faced us with very difficult decisions. If we 
abandoned our programme for further nuclear tests, much of the effort 
which we had so far devoted to the development of nuclear weapons 
would be wasted, and the further improvements in efficiency and 
economy which were our objective would be frustrated. Moreover, 
a ban on the manufacture of fissile material for nuclear weapons 
after 1960 would undermine our defence policy. One of the main 
objectives of that policy was to maintain our political independence, 
and this purpose would be frustrated if we were prevented from 
producing our own nuclear weapons and the United States and 
Soviet Governments refused to destroy the stocks of nuclear weapons 
which they would have accumulated by 1960. The United States 
proposal to link the suspension of nuclear tests with a subsequent 
suspension of the manufacture of nuclear weapons could be argued 
to be advantageous to us from one point of view since, if the Soviet 
Government were not prepared to accept control of the production 
of fissile material, the proposals as a whole would be rejected. On 
the other hand, if the Soviet Government, contrary to expectations, 
were prepared to agree to the control of the production of fissile 
material, our security and independence would depend either on 
the United States agreeing to provide us with sufficient fissile material 
or complete weapons to meet our requirements, or on an exceptional 
provision in the general agreement whereby we should be allowed 
to continue to manufacture fissile material for a further period after 
the general agreement had come into effect. It was therefore essential 
that our willingness to enter into negotations about an ultimate 
cessation of production should be described as dependent on 
conditions to be agreed; and these conditions would need to be 
further explored in the interval which would remain, under the 
present proposals, before the suspension of tests became operative 
in July 1958. 

In discussion it was recognised that if nuclear tests were 
suspended, it was unlikely that they could ever be resumed in view 

r of the growing pressure of world opinion for their abolition. If, in 
addition, a ban on the production of fissile material was realised, the 
effect on our position as a nuclear Power would be serious. It would 
be important, therefore, to discuss with the United States what 
technical help, fissile material or weapons they would be prepared 
to provide to meet our requirements, if we endorsed proposals on 
the lines of the draft statement. Agreement had been reached in 
January that if the Soviet Union accepted the United States 
disarmament proposals, negotiations would take place between the 
United States and the United Kingdom on the provision of fissile 
material and weapons to meet our needs. It would, however, be 
desirable, if possible, to secure in addition the provision of technical 
information, in order to reduce our dependence on further tests. 
It would be preferable to have an assurance from the United States 
Government on these questions before we accepted the commitment 
involved in the draft statement. The United States Government, 
however, had already indicated that they were not prepared to enter 
into such discussions until it had been ascertained whether the 
Russians were willing to negotiate on the lines of the latest United 
States proposals for a partial disarmament agreement. On the other 
hand, in view of the risks involved for the United Kingdom in 
accepting these proposals, it was essential to set out clearly the 
understandings on which we were prepared to support the United 
States Government in putting forward these proposals. These 
understandings, which would constitute some of the " conditions to 



be agreed " mentioned in the second paragraph of the draft statement, 
should be set out in a further message from the Prime Minister to 
President Eisenhower. 

In further discussion it was agreed that it would be desirable to 
appoint a Committee of senior officials of the Foreign Office, Atomic 
Energy Authority, Commonwealth Relations Office and Ministry of 
Defence, under the recently appointed Ministerial Committee, to 
keep under review further developments in the disarmament 
discussions. A Treasury representative should be associated with 
this Committee. 

The Cabinet— 
(1) Took note that the Prime Minister would send a message to 

President Eisenhower setting out the understandings on 
which the United Kingdom Government were prepared 
to support the proposals for partial disarmament outlined 
in the draft statement at Annex B to C. (57) 146. 

(2) Instructed the	 Secretary of the Cabinet to arrange for the 
appointment of a Committee of senior officials on the 
lines proposed in discussion to keep under review further 
developments in the disarmament discussions. 

Cabinet Office, S.W.1, 
. 24th June, 1957. 
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Public 1. The Prime Minister said that he had reflected further on the 
Service. proposals for increases in certain public service salaries which the 
Salaries. Cabinet had provisionally approved before the Whitsun recess. He 
(Previous believed that public opinion, while prepared to accept significant 
Reference: increases in the remuneration of Members of Parliament and 
C C . (57) 44th Parliamentary Secretaries, might react unfavourably to an arrange-
Conclusions, ment whereby senior Ministers in the House of Commons would 
Minute 2.) receive an increase of £1,000 a year in their basic salary and be entitled 

to draw, in addition, a Parliamentary allowance of £750. A married 
man with two children and an earned income of £5,000 a year had 
already benefited from the tax changes in the recent Budget by rather 
more than £300 a year ; and such a man, assuming that he had no 
other income, would derive a further net benefit of about £360 a year 
if his earned income was increased from £5,000 to £6,000 a year. 
Public opinion might well be critical of an addition of this order to 
the salaries of senior Ministers, especially as the Government had not 
yet introduced legislation to improve the pensions of the poorer 
sections of the community. 

He therefore suggested to the Cabinet that, while they might 
reaffirm their earlier decision to improve the remuneration of 
Members of Parliament by introducing a Parliamentary allowance of 
£750 a year, they might reconsider the increases in salary which they 
had envisaged for Ministers. More appropriate increases might be 
£2,500 a year for Parliamentary Secretaries and £3,750 a year for 
Ministers of State, the Parliamentary allowance being payable in 
addition when the Minister was in the House of Commons. The 
salary of senior Ministers, however, might remain unchanged at 
£5,000, with the addition of the Parliamentary allowance for a 
Minister in the Commons. The Financial and Economic Secretaries 
to the Treasury should be treated as Ministers of State. It would be 
necessary to make appropriate adjustments in the increases previously 
envisaged for Mr. Speaker, the Officers of the two Houses of 
Parliament and the Leader of the Opposition. It would be 
inadvisable to make any change in the pensions of former Prime 
Ministers. 

In discussion it was suggested that there was some case for 
adhering to the Cabinefs original decision. An increase in the salary 
of senior Ministers was long overdue, and it could be argued that the 
Government need not adopt a more cautious attitude towards those 
salaries than towards the salaries of the Chairmen of the Boards of the 
nationalised industries. Moreover, the existing structure of 
Ministerial salaries incorporated a scale of relativities which reflected 
the degrees of responsibility involved, and it would be anomalous if 
a Minister of State in the House of Commons received, after tax, 
higher remuneration than a senior Minister in the House of Lords. 

It was suggested, alternatively, that, in the case of senior 
Ministers, the legislation which would have to be introduced should 
be confined, as regards the remainder of the life of the present 
Parliament, to enabling them to receive the proposed Parliamentary 
allowance, but should also provide that the increase in basic salary 
which the Cabinet had previously approved should come 
into operation after the next election. If, however, it was felt 
inappropriate in present circumstances to attach any precise figure to 
a prospective increase in the salaries of senior Ministers, the 
announcement of the Governments proposals, as now modified, 
should at least indicate that the Government recognised that a more 
comprehensive adjustment of those salaries would need to be made 
sooner or later. 

The Chancellor of the Exchequer said that further enquiry had 
shown that it would be possible to introduce a scheme of insurance 
which would provide Members of Parliament with protection 
comparable with that which would henceforward be extended to 



Ministers of the Crown by the Injury Warrant. Such a scheme would, 
however, have to be confined to those occasions when Members of 
Parliament were commissioned by the House of Commons to act in 
a representative capacity on behalf of the House as a whole, and could 
not extend to injuries suffered in the discharge of their ordinary 
Parliamentary duties. 

The Cabinet— 
(1) Agreed	 that the proposals for increases in certain public 

service salaries should be revised on the basis suggested 
by the Prime Minister. 

(2) Took note that the Prime Minister	 would consider whether 
it would be appropriate to indicate, in announcing these 
increases, that the Government recognised that an 
adjustment of the salaries of senior Ministers was overdue. 

(3) Invited the Home	 Secretary, in consultation with the Chief 
Whip, to arrange for the necessary preliminary 
consultations to be undertaken, with a view to an early 
announcement of the Governments proposals. 

(4) Invited the Chancellor	 of the Exchequer to arrange for the 
introduction of a scheme of insurance for Members of 
Parliament on the lines indicated in the discussion. 

Housing 2. The Cabinet had before them a memorandum by the Lord 
Policy. Chancellor (C. (57) 140) reporting the conclusions of a Committee of 
Manchester. Ministers which had examined the case for submitting to a public 
(Previous enquiry the application of the Manchester Corporation for leave to 
Reference: acquire agricultural land at Lymm for housing development. 
C C . (57) 33rd 
Conclusions, The Lord Chancellor said that the Committee had been unable 
Minute 3.) to reach agreement. It could be argued that the Manchester 

Corporation would be able to increase their rate of building to 2,300 
houses a year or more in the period 1961-65 by making use of sites 
which were already in prospect; and he himself considered that the 
Corporation should be required to develop those sites before 
encroaching on agricultural land. The Minister of Housing, however, 
took the view that, on a realistic appraisal, the rate of building could 
not be raised above 2,000 houses a year in that period if the 
Corporation were confined to the sites already in prospect, and that 
it would be tantamount to a decision to frustrate the Corporation in 
their slum clearance policy if they were prevented from pursuing their 
claim to acquire an additional site under their own control. There 
was therefore no alternative but to submit the question again to the 
Cabinet. 

The Minister of Housing said that Manchester was confronted 
with the worst slum problem in England and Wales. A forecast of a 
rate of new building of 2,300 houses or more during the years 1961-65 
was unrealistic in assuming that there would be no delay in the 
necessary preparations and that neighbouring local authorities, who 
had no incentive to absorb Manchester's surplus population, would in 
fact collaborate fully to that end. The Cabinets earlier decision that 
Manchester^ application should not be submitted to public enquiry 
had been taken on the assumption that alternative sites for a total of 
18,000 houses would be available to the Corporation. I t was now 
established, however, that the alternative sites in prospect would 
accommodate only 12,000 new houses, a number quite disproportion
ate to Manchester's needs. The charge that Manchester had not 
investigated all possible alternative sites could not be sustained, and 
it was essential that the Corporation should be afforded an adequate 
opportunity of demonstrating the strength of their claim for an 
additional site. He recommended however that, in prefence to a 
public enquiry confined to the Corporation^ application for leave to 



acquire a particular site at Lymm, the proposed investigation, a 
comprehensive enquiry into Man Chester 's housing needs, should be 
conducted by an independent person of the standing of a High Court 
Judge. Such an enquiry, which would enable the facts of the matter 
to be impartially established, offered the only prospect of resolving 
the present deadlock. 

Discussion showed that several Ministers felt considerable 
misgivings about the proposal to submit this issue to public enquiry. 
The alienation of first-class agricultural land would be ill received by 
a large section of the Governmenfs supporters, and the proposal to 
develop for building some of the best farming land in the country 
would be generally regarded as a test of the Governmenfs attitude 
towards the interests of the agricultural community and the 
preservation of the amenities of the countryside. Moreover, a public 
enquiry would diminish the incentive to the Manchester Corporation 
to intensify their search for alternative sites. Perseverance might 
bring such sites to light; but if, as was probable, a public enquiry 
established Manchester^ claim to develop the site at Lymm, a large 
area of agricultural land would be irrecoverably lost. 

On the other hand, the Governmenfs housing policy was now 
directed mainly towards securing more rapid progress in slum 
clearance, and their decision in this case would also be regarded as a 
test of their sincerity in pursuing this policy. Moreover, the suitability 
of alternative sites from the point of view of Manchester's industries 
was of great importance. Neither Glossop nor Macclesfield offered 
adequate industrial potentialities; and, in striking a balance between 
the legitimate claims of town and country, full weight should be given 
to the fact that it was on industry rather than on agriculture that the 
national economy was ultimately dependent. 

In further discussion it was agreed that the oalance of advantage 
lay in conceding a fresh public enquiry. This enquiry should, 
however, be directed primarily to establishing the order in which the 
various possible sites should be developed if Manchester's housing 
policy was to be based on a realistic rate of building and the develop
ment of high-quality agricultural land was to be deferred as long as 
possible. The terms of reference of the enquiry should be so drafted 
as to emphasise this latter stipulation. 

The Cabinet— 
(1) Agreed	 in principle that an independent enquiry into 

Manchestefs housing needs should be appointed, on the 
lines indicated in their discussion. 

(2) Invited the Lord Chancellor, in consultation with the Minister 
of Housing and the Minister of Agriculture, to frame, in 
the light of the discussion, appropriate terms of reference 
for such an enquiry and to make recommendations 
regarding its composition and character. 

Retirement Pay 3. The Cabinet had before them a memorandum by the First 
of Vice-Admiral Lord of the Admiralty (C. (57) 139) recommending that steps should 
J. Hughes be taken to negotiate a settlement, at a compounded figure not 
Hailett. exceeding £2,500, of the claim of Vice-Admiral J. Hughes Hallett to 
(Previous retired pay of £1,200 a year instead of £873 a year as awarded. 
Reference: 
C M . (55) 21st The Chancellor of the Exchequer said that Vice-Admiral Hughes 
Conclusions, Halletf s case was not a strong one, and a negotiated settlement could 
Minute 6.) only be justified if the claim could properly be regarded as analogous 

to the type of claim in private litigation in which a negotiated settle
ment would be accepted as appropriate. 



Visit of the 
U.S.S. 
" Nautilus " 
to the United 
Kingdom. 

The Attorney-General said that, while a negotiated settlement 
would not be inappropriate, the prospects of Vice-Admiral Hughes 
Halletfs succeeding in establishing his claim if he took it to the courts 
were, at best, evenly balanced. Whatever misleading information on 
the subject of retired pay entitlement might have been given to him, 
the correct entitlement was clearly set out in a code to which he had 
access. It might be held to imply some admission of liability if the 
claim were settled at a figure higher than half its compounded value, 
and the repercussions of such a precedent might be embarrassing. No 
settlement should, therefore, be sought at a figure exceeding £2,000 
and no allowance for costs should be made. 

The Cabinet— 
Authorised the Parliamentary Secretary, Admiralty to seek 
to negotiate a settlement of the claim of Vice-Admiral 
J. Hughes Hallett in respect of his retired pay, at a 
compounded figure not exceeding £2,000 with no allowance 
for costs. 

4. The Prime Minister said that in 1955 it had been suggested 
that the U.S.S. Nautilus should visit this country as soon as agreement 
had been reached between the United States authorities and ourselves 
on the exchange of nuclear information; and the United States 
authorities had been informed that we should welcome such a visit in 
due course. It was now proposed that this ship should enter 
Portsmouth in September. It was unfortunate that these arrange
ments had been made without prior consultation with the Atomic 
Energy Authority, since there were some grounds for believing that, 
if the ship was allowed to come to Portsmouth, American interests 
would exploit the visit to argue that, although we were not prepared 
to establish our own nuclear reactors in centres of population, we 
were ready to accept an American reactor in a busy port, thus tacitly 
demonstrating that the American reactor was safer than the British 
reactor. F rom this point of view it would be desirable that, if the visit 
of the U.S.S. Nautilus could not be postponed, the ship should go 
either to Milford Haven or to Invergordon. 

The Parliamentary Secretary, Admiralty said that it would be 
unfortunate if, at a time when we were seeking to obtain information 
from the United States on a variety of nuclear problems, particularly 
submarine propulsion, we were to refuse to receive the U.S.S. Nautilus 
at Portsmouth which was our main naval port and the centre of our 
submarine service. Of the alternatives to Portsmouth, Milford 
Haven was not a naval port, while Invergordon would have been 
closed, under the defence economy measures, before the visit of the 
U.S.S. Nautilus took place. If, however, the objections to receiving 
this ship in Portsmouth were overriding, it might be possible to 
arrange for it to visit Portland instead. 

The C a b i n e t -
Invited the Parliamentary Secretary, Admiralty, to consult 
the Atomic Energy Authority about the suitability of 
Portland for the reception of the U.S.S. Nautilus. 
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Suez Canal. 1. The Cabinet had before them a memorandum by the 
British Chancellor of the Exchequer (C. (57) 142) on the provision of financial 
Evacuees. assistance for British evacuees from Egypt. 
(Previous 
Reference: The Chancellor of the Exchequer said that, in accordance with 
C.C. (57) 45th Cabinet's earlier decisions, the War Office were negotiating with 

t n e  z^ u eMlnute S 1 6) S ' -  Canal contractors' companies about the advances to be 
made to their former employees, and the Anglo-Egyptian 
Resettlement Board had been authorised to make additional grants 
to other evacuees in certain circumstances. These two provisions 
would be announced in the debate in the House of Lords on 
27th June. He had studied further the possibility of securing the 
release by United Kingdom banks of securities, amounting to nearly 
£2 millions, held to the order of banks in Egypt for British evacuees. 
The banks had been advised that they would be liable to legal action 
if they released these securities without the consent of the Egyptian 
Exchange Control. They were, however, prepared to make advances 
against the securities, provided that the Treasury would indemnify 
them. The disadvantage of such an arrangement was that the 
Government would appear to be taking over the claims in respect 
of these assets; and, since it seemed likely that in any future 
settlement with the Egyptian Government, the claims of the two 
Governments would be set off against each other, the amounts 
involved in these advances would not be recoverable except by 
appropriation of the . Egyptian sterling balances, which was 
objectionable on other grounds. He proposed that, together with 
the Commonwealth Secretary and the Minister of Education, he 
should see Lord Killearn, the spokesman of the claimants, before 
the forthcoming debate in order to explain the difficulties involved; 
but it might become necessary to offer to explore further an 
arrangement on the lines proposed by the banks. 

In discussion it was suggested that it was not in our general 
interest to expedite negotiations with the Egyptian Government, and 
that it would therefore be inequitable to continue to ask British 
citizens to wait for the settlement of their claims until Governmental 
negotiations had been completed. Moreover, there was growing 
pressure from the Governmenfs supporters in Parliament and in 
the country for some measure of assistance to British evacuees whose 
assets had been sequestrated, particularly where those assets were 
held in this country. The present position could not be maintained 
indefinitely, and it would be more creditable, and perhaps more 
economical in the long term, to make some concessions now rather 
than be forced to make them at a later date. Any advances which 
might be made should be based on some test of need and on 
verification of ownership; and the arrangements should not prejudice 
the legal position in future negotiations with the Egyptian 
Government. In this connection further consideration should be 
given to the liability of the banks in respect of securities held in this 
country, since it was not certain that the decision of the House of 
Lords, which had been accepted as the precedent determining the 
inability of the banks to release these securities without the consent 
of the Egyptian Exchange Control, was applicable to the present case. 
It was for consideration whether the claimants should be advised 
to test the issue in the courts. If further examination confirmed that 
a test case should be launched, this would be an additional reason 
against the premature introduction of any scheme of advances against 
the securities. 

Further consideration should also be given to arrangements 
for making advances to British evacuees whose assets in Egypt had 
been sequestrated. It would, however, be important to avoid any 
action which might prejudice the recovery of these assets. Such 
advances should therefore be made on an ex gratia basis ; and this 
would be emphasised if they were paid by a body associated with the 
Anglo-Egyptian Resettlement Board. 



Oversea 
Information 
Services. 
(Previous 
Reference: 
C C . (57) 6th 
Conclusions, 
Minute 5.) 

The Cabinet— 
(1) Invited the Chancellor	 of the Exchequer, in his forthcoming 

talk with Lord Killearn, to be guided by the general sense 
of their discussion. 

(2) Invited	 the Chancellor of the Exchequer to arrange for 
further consideration to be given to the desirability of 
advising the claimants to launch an action in the courts 
to test the legal inability of United Kingdom banks to 
release, without the consent of the Egyptian Exchange 
Control, securities which they held to the order of banks 
in Egypt for British refugees. 

(3) Invited	 the Chancellor of the Exchequer, subject to the 
results of the enquiry to be made under Conclusion (2) 
above, to prepare a scheme for advances by United 
Kingdom banks to British refugees from Egypt against 
such securities, on the basis of a Treasury indemnity. 

(4) Invited	 the Chancellor of the Exchequer, in consultation 
with the Home Secretary, to consider arrangements for 
making ex gratia advances to British evacuees from Egypt 
against assets sequestrated in that country through an 
agency associated with the Anglo-Egyptian Resettlement 
Board. 

2. The Cabinet had before them a note by the Chancellor of 
the Duchy of Lancaster (C. (57) 141) covering a report by the 
Committee on Oversea Information Services, together with a 
memorandum by the Prime Minister (C. (57) 145) summarising the 
main points for decision. 

The Prime Minister said that the Governors of the British 
Broadcasting Corporation (B.B.C.) had formally asked that they 
should be allowed to submit to the Government "their own views 
on the development of the Corporation^ external services before 
the Cabinet took a final decision on this point. It would be 
preferable, however, that the Cabinet should first reach a conclusion 
about the development of these services, and that the B.B.C. should 
thereafter be informed of this conclusion before it received any 
publicity. He proposed himself to receive; the Chairman of the 
Governors of the Corporation; and, if the Cabinet approved the 
proposals now before them, he would be able to inform the B.B.C. 
tha t : 

(i) The Government reaffirmed their intention to maintain the 
independence and integrity of the B.B.C. so far as the detailed content 
of their external programmes was concerned. 

(ii) The Government intended, however, to exercise their right 
to define the direction and emphasis of the Corporation^ external 
programmes and would expect the Corporation to collaborate in 
the redeployment of those programmes which was summarised in 
paragraphs 42-46 of C. (57) 141, 

(hi) The Government had approved in principle a programme of 
capital re-equipment by the B.B.C. in this country, coupled with 
the establishment of certain relay stations abroad, as indicated in 
paragraphs 47-52 of C. (57) 141, subject in each case to further 
discussion of the details of these programmes and of their financial 
implications. 

(iv) While the Government trusted that the B.B.C. would 
develop their external television service on their own responsibility 
to the maximum extent permitted by commercial considerations, 
they intended, in the initial and experimental phase of oversea 
television development, to confine Exchequer assistance for this 
purpose to the Central Office of Information, which would be the 



Governments agent for the preparation of television material 
designed specifically for showing in areas overseas as a deliberate 
instrument of information policy. 

On the financial implications of the proposals as a whole, the 
Cabinet might feel that the oversea information services should be 
authorised to expand over the next few years from a present annual 
rate of expenditure of about £13 millions to a new level of about 
£15 millions (which would comprise those proposals indicated in the 
Appendix to C. (57) 141 as being of first priority), provided t ha t : — 

(a) every effort was made to secure further economies in the 
existing services, particularly in the Foreign Office information 
services in Germany; and 

(b) the expansion of the oversea information services as a whole 
was so controlled that the expenditure involved would not, without 
further Cabinet authority, exceed a figure of £15 millions a year when 
all the proposals in question had taken full effect. 

It would be necessary, in addition, to make some provision for 
the capital expenditure required by the B.B.C. for re-equipment and 
expansion, both in this country and abroad. The programme 
submitted for this purpose in C. (57) .14.1 was estimated to cost 
£5^ millions spread over some fifteen years, but the bulk of this 
expenditure would accrue in the earlier part of this period. It was 
for consideration whether some limit to the annual expenditure for 
this purpose should be established. 

The Chancellor of the Exchequer said that he was prepared to 
accept the proposals submitted in C. (57) 141, provided that they 
were subjected to the ordinary process of detailed scrutiny by the 
Treasury and were accompanied by further economies in existing 
services, particularly in Europe. He could not, however, accept the 
suggestion that, if costs rose, the £15 millions allocation should be 
automatically increased in proportion. In the event of a further 
increase in costs, the oversea information services could not. claim 
to be exempt from the fresh review to which all categories of 
Government expenditure would then need to be subjected. He was 
prepared to agree in principle that the provision for a programme of 
capital re-equipment and expansion by the B.B.C. should be 
additional to the allocation of £15 millions for current expenditure; 
but the amount to be assigned to capital expenditure, and the rate at 
which it should be committed, would need to be given further 
consideration when the details of the programme had been more 
fully examined. 

In discussion there was a general welcome for the proposals 
outlined in C. (57) 141. It was suggested, however, that the nature 
of the oversea information services might make it advisable for the 
Departments concerned to be given, without prejudice to the 
maintenance in principle of normal Treasury control, rather greater 
administrative latitude within the ultimate allocation of £15 millions. 

It was agreed that, in so far as the proposals concerned the 
B.B.C., the Corporation should be informed of the Governments 
intentions on the lines indicated by the Prime Minister; and that, 
after the discussion with the B.B.C., the proposals should be published 
in the form of a White Paper. 

The Cabinet— 
(1) Approved	 the proposals contained in C. (57) 141, subject 

to the points made in their discussion. 
(2) Took	 note that the Prime Minister would arrange for the 

British Broadcasting Corporation to be informed of these 
proposals, in so far as they concerned the Corporation. 

(3) Invited the Chancellor of the Duchy of Lancaster to circulate 
the draft of a White Paper, in which the proposals would 
be published before the summer recess. 



Cyprus. 
(Previous 
Reference: 
C.C. (57) 34th 
Conclusions, 
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Conclusions, 
Minute 3.) 
Imports. 

3. The Foreign Secretary said that M. Spaak, the Secretary-
General of the Nor th Atlantic Treaty Organisation (NATO), had 
asked to be informed about our future policy toward Cyprus before 
starting on his visit to Athens and Ankara on 29th June. He had 
also asked whether it would be advisable for him to meet Archbishop 
Makarios. 

In discussion it was agreed that it would not be possible to 
complete the formulation of our policy in the near future and that 
a temporising reply would have to be sent to M. Spaak. It would 
be unwise to advise him not to see Archbishop Makarios, and he 
should be left to reach his own decision on this point. At the same 
time it might be suggested to him that his formal responsibility, as 
the Secretary-General of NATO, was to hold discussions about 
Cyprus with the Greek and Turkish Governments, since the original 
offer of mediation by N A T O had been addressed to the Governments 
concerned. 

The C a b i n e t 
(1) Invited the Foreign Secretary to reply to the enquiries	 from 

the Secretary-General of the Nor th Atlantic Treaty 
Organisation on the lines indicated in their discussion. 

The Foreign Secretary said that the Turkish Government had 
suggested that we should now invite the Greek Government and 
themselves to a further tripartite conference on the future of Cyprus, 
as a means of complying with the last United Nations resolution. 
Though the Greek Government would probably refuse any such 
invitation, there would be no harm in issuing it. Moreover, this 
procedure, which would be consistent with the initiative taken by the 
Nor th Atlantic Council, would allow further time for consideration 
of our future policy. If a conference was to be held, however, the 
invitations ought to be issued within the next few days, and their 
terms would need to be settled quickly. The form of invitation used 
for the 1955 Tripartite Conference would no longer be suitable. A 
possible alternative might be to invite the other two Governments 
to " consider how to give effect to the United Nations resolution." 
Fur ther study should be urgently given to this formula; and the 
proposal might also be discussed, without commitment, with the 
Turkish Ambassador. 

In discussion there was general agreement that there would be 
political advantage in issuing an invitation on these lines since, even 
if it was accepted, a conference of this kind should not prejudice our 
future freedom of action in deciding our policy towards Cyprus, 
while, if we rejected the proposal, the Turkish Government might 
well take offence. 

The Cabinet— 
(2) Invited	 the Foreign Secretary, in consultation with the 

Colonial Secretary and the Minister of Defence, to 
prepare, for consideration by the Colonial Policy 
Committee, draft invitations to the Greek and Turkish 
Governments to attend a tripartite conference on Cyprus. 

4. The President of the Board of Trade said that the Economic 
Policy Committee had examined and endorsed the proposed 
relaxations in the control over imports of industrial raw materials 
and other commodities from dollar sources which were summarised 
in C. (57) 134. While these relaxations might involve an additional 
dollar expenditure of up to £10 millions by the United Kingdom and 
perhaps £3£ millions by the Colonies, the increase in the cost of 



Local 
Government 
Finance. 
(Previous 
Reference: 
C C . (57) 10th 
Conclusions, 
Minute. 2.) 

imports as a whole should not exceed £2-3 millions a year in the 
case of the United Kingdom and about £1 million a year in the 
case of the Colonies. It was to our economic advantage that our 
industry should have access to the cheapest and most satisfactory 
sources of raw materials. Moreover, while the proposed relaxations 
did not represent more than a modest advance towards the removal 
of controls over dollar imports, they would help to promote 
commercial relations with Canada. Since the new Prime Minister 
of Canada had expressed a close interest in Commonwealth trade, 
it might be appropriate to defer announcing them until he had been 
informed of them on his arrival for the Meeting of Commonwealth 
Prime Ministers. 

The Cabinet— 
Approved the proposals in C. (57) 134 and authorised the 
Chancellor of the Exchequer to arrange for them to be 
announced after the Prime Minister of Canada had been 
informed. 

5. The Cabinet had before them a memorandum by the 
Minister of Local Government (C. (57) 148) covering a draft White 
Paper setting out the Governmenfs proposals for the reform of local 
government finance. 

The Minister of Local Government said that the principal 
question remaining for decision was the amount of the reduction 

chequer grants to local authorities which should accompany 
the partial re-rating of industry. While he had negotiated with the 
local authorities on the basis of the Cabinet's previous decision that 
the proceeds of re-rating should accrue wholly to the Exchequer, the 
local authorities, whose response to the Governmenfs proposals as 
a whole had not been unfavourable, had clearly indicated that they 
expected to receive some share of the financial benefit to be derived 
from this measure. In view of the importance of securing their 
support for,the new system of local government finance he proposed 
that they should be conceded £15 millions, being half the gross 
proceeds of re-rating, and that this concession should be effected by 
an adjustment of £10 millions in the general and equalisation grants, 
the balance of £5 millions being held in reserve for settlement when 
the effect of the proposed changes in the highway grants, which were 
still under negotiation, could be assessed. 

The Secretary of State for Scotland said that the Scottish local 
authorities were uniformly opposed to the Governmenfs proposals, 
and were prepared, in particular, to contemplate a reorganisation of 
highway grants only on the basis that any deficiency which might 
result would be met by the Exchequer. In these circumstances it was 
essential, in Scotland, that a substantial proport ion of the proceeds 
of re-rating should accrue to the local authorities if their reasonable 
collaboration in the proposals as a whole was to be secured. Subject 
to a concession on this point, the preparation of a corresponding 
White Paper on local government finance in Scotland could now 
proceed. 

The Chancellor of the Exchequer said that the proposed 
concession to the local authorities was indefensible in principle and 
was incompatible with the original intention to reduce the extent to 
which the local authorities were both subject to central control and 
dependent on Exchequer assistance. The expenditure of the central 
Government was once again tending to rise, and the prospects of 
future reductions in taxation depended on the Exchequers receiving 
the maximum of relief from such major changes of policy as that 
now under discussion. The concession now envisaged would be 
inconsistent with this principle and would be the more dangerous 



in that it would establish a precedent for even more costly concessions 
in respect of the later stages of re-rating, if and when they were 
undertaken. He had already agreed that the new general grant 
should be paid in its entirety in the year to which it was attributable, 
an administrative change from which the local authorities would 
benefit by more than £30 millions in the first two years of the new 
scheme. The only further easement which he could contemplate 
would be limited to an Exchequer contribution towards the 
transitional arrangements which were designed to operate for the 
first few years of the scheme. This contribution would have to be 
restricted to an amount which, taken together with the additional 
payment resulting from the change in the administrative 
arrangements for disbursement of the new general grant, would not, 
after allowing for the full potential loss of tax, involve the Exchequer 
in a net loss in any year. A limited concession of this kind might 
comprise £5 millions over a period of four years or £7^ millions 
over a period of six years. 

The Cabinet decided that, in view of the complexity of the issues 
involved, the question should be remitted to a Committee of Ministers 
for more detailed examination. 

The Cabinet— 
(1) Appointed	 a Committee of Ministers consisting o f  -

Home Secretary (in the Chair)
Chancellor of the Exchequer 
Secretary of State for Scotland 
Minister of Labour 
Minister of Local Government 
Minister of Education 
Minister of Transport 

to give further consideration to the claim of the local 
authorities to an appropriate share in the proceeds of 
re-rating, and to report their conclusions to the Prime 
Minister. 

(2) Invited the Chancellor	 of the Exchequer to circulate to this 
Committee the details of his proposed alternative 
concession. 

(3) Invited the	 Secretary of State for Scotland, in consultation 
with the Minister of Local Government, to prepare, in 
the light of the result of the enquiry under Conclusion (1) 
above, a White Paper setting out the Government^ 
proposals for the reform of local government finance in 
Scotland. 

Cabinet Office, S.W.1, 
25th June, 1957. 
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Parliament. 1. The Cabinet were informed of the business to be taken in the 
House of Commons in the following week. 

Broadcasting. 2. The Home Secretary said that the end had now been reached 
The Fortnight of the experimental period of six months during which the four teen-
Rule, day rule had been suspended on an assurance from the broadcasting 

authorities that they would do their utmost to avoid anticipation of (Previous 
Reference: Parliamentary debate. After consultation with the Opposition he 
C.M."(56) i o 2 n d  r e c o m m e n d e  d that the Prime Minister should announce that these 
Conclusions, 
Minute 2.) 

Suez Canal. 
British 
Evacuees. 
(Previous 
Reference: 
C C . (57) 48th 
Conclusions, 
Minute 1.) 

arrangements had worked satisfactorily and that, while they 
continued to do so, the fourteen-day rule would continue to be 
suspended. 

The Cabinet— 
Agreed that the Prime Minister should make an early 
announcement, in answer to a Parliamentary Question, of 
the Governmenfs intention to continue the suspension of the 
fourteen-day rule. 

3. The Chancellor of the Exchequer said that he had given 
further consideration to arrangements for making through the Anglo-
Egyptian Resettlement Board advances to British evacuees from 
Egypt against assets sequestrated in that country. It had been agreed 
that the Foreign Office would indicate to the Board the basis on which 
individual grants should be made. The Resettlement Board, however, 
were not in a position to assess the relative needs of individual 
claimants and would only be able to make advances in accordance 
with rules laid down by the Government. In view of this element of 
inflexibility, he suggested that the scale of advances should be 50 per 
cent, on assets up to £1,000 rising to £3,000 on assets between £15,000 
and £50,000. He proposed to discuss this scale with Colonel Moore, 
as the representative of the former British community in Egypt. It 
might be necessary to make modifications in the lower ranges of this 
scale in the light of this talk. 

In discussion it was recognised that under this arrangement 
decisions on individual advances would in effect be taken by the 
Government. It was nevertheless important that these advances 
should be made through the Resettlement Board, or through an 
agency closely associated with the Board, in order to emphasise their 
ex gratia nature and to avoid any appearance that the Government 
were assuming responsibility for the legal claims in respect of these 
sequestrated assets. In general, advances should be based on need, 
and there should be sufficient flexibility in the arrangements to meet 
individual cases of hardship. If this could be arranged, it would be 
justifiable to make advances up to £1,000 at the lower end of the 
scale, while at the other end the maximum advance might be limited 
to £3,000. The Government should first decide on the general scale 
of payments to be used as a guide in making these advances. It would 
be of political as well as practical advantage to enlist the co-operation 
of Colonel Moore and his associates in the working of the scheme and 
in assessing the extent of need in individual cases. 

The Cabinet— 
Invited the Chancellor of the Exchequer, in consultation 
with the Home Secretary and Foreign Secretary, to settle in 
the light of their discussion the arrangements for making 
ex gratia advances to British evacuees from Egypt against 
assets sequestrated in that country. 
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4. The Cabinet had before them a memorandum by the 
Secretary of State for War (C. (57) 144) on the future organisation of 
the Army. 

The Secretary of State for War said that the decision to limit the 
Army to 165,000 by the end of 1962 would involve reducing the 
number of major fighting units from 176 to 125. These reductions 
would be carried out in two phases: all but nine would be completed 
by the end of 1959, and the remainder by the end of 1962. Special 
problems were presented by the need to reduce the number of 
regiments in the Infantry of the Line, of which there were at present 
64, each with one battalion. In the first phase these would be reduced 
to 52 battalions by amalgamating 24 existing regiments in pairs to 
form 12 new regiments. In the second phase a further six regiments 
would be amalgamated into three new regiments. All the new and 
remaining regiments would then be grouped into 14 brigades. All 
regiments in these proposed brigades would wear the same cap badge, 
in order to provide the necessary flexibility in postings within the 
brigade and to allow for a common brigade promotion list. The 
regiments would otherwise retain their individual buttons and other 
insignia. Where existing regiments were being amalgamated, the 
regiments concerned were being asked to produce suggestions for 
their future badges. If the proposals in his memorandum were 
approved he would seek an audience of Her Majesty The Queen at 
the beginning of the following week and the Chief of the Imperial 
General Staff would subsequently explain the new arrangements to 
the Colonels of all the regiments. A White Paper on the future 
organisation of the Army would then be published about 24th July 
so that, if the Opposition so desired, a debate on the matter could 
take place on the Appropriation Bill. The public presentation of these 
proposals would require careful handling and he proposed to discuss 
the arrangements with the Chancellor of the Duchy of Lancaster. In 
particular it would be important that a statement about the 
compensation terms for redundant Service personnel should be 
published before this White Paper was issued. 

In discussion the following points were made : — 
(a) There was likely to be considerable criticism, both in 

Parliament and throughout the country, of the proposal to abolish 
regimental cap badges. Despite the administrative advantages of the 
proposal and the fact that it had been unanimously recommended by 
all the Army Working Parties which had considered the question of 
reorganisation, it would widely be regarded as a serious blow to 
regimental traditions. It would be advisable, therefore, to consider 
further the possibility of adopting some other insignia as the common 
badge for the proposed new brigades, so that regiments could retain 
their own cap badges. 

(b) Further consideration should also be given to alternative titles 
for some of the proposed new infantry brigades. Some of the titles 
at present proposed, for example, the Home Counties Brigade and the 
Mercian Brigade were unlikely to be popular with regiments which 
took pride in their existing County titles. 

(c) It would be undesirable at this stage to suggest that the new 
brigades would eventually evolve into new regiments each with a 
number of battalions. If further adjustments were necessary, it might 
be preferable to retain the individual regiments within a brigade and 
alter the nomenclature for a brigade. 

(d) The Chancellor of the Exchequer suggested that a final 
decision on the reorganisation of the Army should be deferred until 
further progress had been made in the discussions on the Defence 
Programme. Approval of a revised organisation for the Army would 
limit the scope for further adjustments in the programmes of the 
Services, and thus prejudice the chance of achieving the necessary 
reduction in total defence expenditure. 
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The Minister of Defence said that the proposed reductions in the 
Army up to the end of 1959 represented the maximum that were 
practicable. Approval of this outline organisation would not affect 
costs during the next two years. In the second phase there might 
have to be changes in military dispositions or further amalgamations, 
but these would not be precluded by the present proposals. 

(e) Parliament had already been promised an announcement 
before the summer recess, and an early statement on the proposed 
future organisation of the Army was essential in order to help to 
build up recruitment. It would also be necessary to make a 
statement before the end of July announcing that the three separate 
arms of the Services would remain as at present. 

The C a b i n e t 
(1) Invited the Secretary of State for War to review the proposal 

to abolish regimental cap badges, and to reconsider the 
proposed titles for some of the new brigades, on the lines 
proposed in discussion. 

(2) Subject	 to any further modifications which might be 
necessary, in pursuance of Conclusion (1) above, approved 
in principle the proposals for the future' organisation of 
the Army set out in C. (57) 144. 

( 3 )	 Invited the Secretary of State for War to consult the Home 
Secretary and the Chancellor of the Duchy of Lancaster 
about the arrangements for publishing these proposals. 

5. The Cabinet had before them a memorandum by the 
Minister of Local Government (C. (57) 150) about the amendment of 
Regulation 10 of the Town and Country Planning (Minerals) 
Regulations, 1954. 

The Minister of Local Government said that amending 
Regulations which would require affirmative resolution in Parliament 
were needed to remedy a drafting defect in the Regulation introduced 
in 1955 relating to the compensation payable to a mineral operator 
who was refused permission to continue work over contiguous land. 
The question at issue was the timing of these amending Regulations, 
since they would affect the amount of compensation payable to the 
Berry Head Quarry Company under an application submitted in 
1954. There was no doubt that on planning grounds the right course 
would be to refuse this application, since further workings would 
destroy the amenities of Berry Head. But, if permission were refused 
under the Regulations as they stood at present, the company might 
obtain compensation amounting to as much as £200,000 for loss of 
profits. Half this cost would fall on the Exchequer and the other 
half on the Devon County Council. It would clearly be inequitable 
to impose this burden on rate-payers in Devonshire. On the other 
hand, if the Regulations were amended before planning permission 
was refused, the Government would be open to the criticism that they 
had altered the Regulations specifically to influence the compensation 
payable on a particular application. Nevertheless, he considered that 
the right course was to amend the Regulations before refusing 
planning permission, since the company concerned had been told at 
the time of a previous application in 1949 that no further extension 
of the workings would be permitted. 

In discussion there was general agreement with the course 
proposed by the Minister of Local Government. The company had 
no claim in equity to this compensation, since they had been clearly 
warned in 1949 that further applications would be refused. Moreover, 
at the time when they made their second application in 1954, the 



defective regulation under which they would at present be able to 
obtain additional compensation had not been introduced. In effect, 
therefore, the proposed amendment would merely restore the position 
to that which obtained at the time when the second application was 
made. 

The Cabinet— 
Approved the proposals in C. (57) 150. 

6. The Minister of Power said that the second report of the Iron 
and Steel Board on the development of the iron and steel industry 
over the period 1957-62, which he would be laying before Parliament 
towards the end of July, proposed an expansion in the production 
capacity of the steel industry from 21 million ingot tons of crude steel 
at the end of 1956 to 29 million tons by 1962. The Economic Policy 
Committee had accepted the desirability of this general objective. If 
the industry were to maintain the. degree of prosperity which would 
enable it to finance the major proportion of the cost of this 
development, an increase in steel prices would be necessary. The 
Iron and Steel Board, who were empowered under the Iron and Steel 
Act, 1953 to fix maximum prices of steel in the United Kingdom, had 
proposed a 1\ per cent, increase to operate from 29th July and he 
considered that this proposal must be accepted notwithstanding that 
price increases of 5 and 6 per cent, respectively had taken place in 
May and December of the preceding year. The proposed price 
change allowed for an increase of £2 per ton in scrap prices, which 
were subject to Government control. N o greater increase, however, 
might be involved by removing control from scrap prices altogether at 
this juncture, and he was considering this possibility. 

In discussion there was general agreement that the proposed price 
increase in steel must be accepted. This would tend to bring the 
prices of British steel nearer to Continental levels, but American steel 
prices had risen recently and German and French prices were 
expected to increase again shortly. This further increase in the price 
of a basic industrial commodity was, however, bound to cause 
widespread concern. 

It was possible that the investment programme for the steel 
industry could not be completed by .1962, and seme retardation might 
enable the industry to meet a higher proportion of the cost from its 
internal resources. Even so the programme would represent a 
formidable financial problem having regard to the difficulty of finding
external investment capital for the industry because of the 
uncertainties surrounding its future. It was for consideration 
whether the Government, in order to promote a greater sense of 
confidence in the future stability of the industry, should declare an 
intention not to proceed further with their plans for denationalising 
steel (and perhaps also road transport), even though it was unlikely 
that the Opposition would co-operate in any standstill arrangement. 
There might indeed be little alternative to such a policy if Richard 
Thomas and Baldwins Limited, the only major steel firm still 
remaining in public ownership, were to undertake the construction 
of the projected new strip mill, since the financial commitment which 
this would involve was likely effectively to preclude the possibility of 
disposing of the firm to private interests. The Economic Policy 
Committee would give further attention to this matter. 

The Cabinet— 
(1) Took note	 of the increases in the price of steel proposed by 

the Iron and Steel Board. 
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(2)	 Invited the Minister of Power to arrange, in consultation with 
the Chancellor of the Duchy of Lancaster and the Iron and 
Steel Board, for the announcement of the proposed 
increases in price to be in terms which would help to 
promote the Governmenfs disinflationary aims. 

(3) Took	 note that the Economic Policy Committee would 
consider further the desirability of not completing the 
denationalisation of the steel industry. 

7. The Cabinet had before them a memorandum by the 
President of the Board of Trade (C. (57) 147) amplifying his previous 
proposals for revising the schedule of Development Areas. 

The President of the Board of Trade said that he remained 
convinced that there was no justification for continuing to accord the 
status of Development Areas to districts containing 18 per cent, of the 
total employed population of the country. As there was an equally 
valid case for removing from the schedule of Development Areas all 
the eight districts that he had proposed, it would be inequitable to 
remove some and retain others. The level of unemployment in North 
Ayrshire would not justify according any special preference to that 
area; in view of continuing Irish immigration, it was particularly 
important that Merseyside should be removed from the schedule of 
Development Areas and this could not be contemplated if North 
Ayrshire were to remain in the list. The deletion of the districts 
proposed, by enabling resources to be concentrated, would make it 
possible to render more effective assistance to parts of the country 
which might qualify for the status of Development Areas in the 
foreseeable future. Moreover, a relatively lengthy list of proposed 
deletions would provide greater scope for concessions which might be 
found to be necessary when consultations with the local authorities 
took place. He had been advised by independent experts that 
conditions were favourable for the outright disposal of the Govern
ment-owned factories in the Development Areas concerned, and he 
recommended that this course should be followed. He also proposed 
that the sale of these properties should be conducted by an 
organisation separate from the Board of Trade and specially 
established for that purpose. 

The Secretary of State for Scotland confirmed the views which 
he had expressed in earlier discussion. It was impossible to convince 
public opinion that there was no inherent connection between 
development area policy and the problem of providing for the 
dispersal of the surplus population of the larger cities; and Scottish 
opinion would completely fail to comprehend the Governmenfs 
action in making legislative provision for rehousing the surplus 
population of Glasgow and simultaneously removing North Ayrshire 
from the list of Development Areas. In any event, with the impend
ing closure of a large ordnance factory in the district, unemployment 
in North Ayrshire must be expected to rise to nearly 3^ per cent., as 
compared with 2 per cent, in Scotland generally and 1 - 5 per cent, in 
England. 

Discussion showed that the Cabinet continued to entertain 
considerable doubts about the expediency of proceeding with these 
proposals. On the one hand, there was clearly no justification for 
persisting with special arrangements to attract additional industries 
to a dispersal area such as Merseyside; and it could be argued that, 
once a Development Area ceased to qualify for that status, it was 
appropriate that the industries concerned should be encouraged to 
acquire the Government-owned factories and to own their premises. 
In any event, if the factories were to be retained in Government 
ownership, the administration of some of the trading states would 
require investigation and improvement. Against this, however, 
Parliamentary and public opinion would be sensitive to proposals 
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which might appear to imply a far-reaching change in development 
area policy. Legislation on this subject would be correspondingly 
controversial and could not easily be accommodated in the 
forthcoming session. The expenditure incurred on the Development 
Areas offered little scope for important economies and there was no 
balance of substantial advantage in pursuing proposals which were 
certain to cause widespread objection. If, however, it were decided 
to proceed with the proposals, the case for doing so should be 
presented constructively and related to the success which had been 
achieved in eliminating serious unemployment rather than to the 
criticisms expressed by the Select Committee on Estimates. 

The Prime Minister said that the arrangements devised for 
Development Areas had always contemplated that, from time to time, 
some districts would be added to and others removed from the list 
of such areas, but the straightforward application of this underlying 
principle was impeded by the apparent need for legislation to settle 
the future of the Government-owned factories in areas to be taken 
out of the schedule. I t might suggest that the Government were 
entertaining reservations about the very conception of Development 
Areas if they were suddenly to liquidate their interests in no less than 
eight of them. From this point of view, he saw considerable 
advantage in taking steps to dissociate the Governments responsi
bilities in regard to property from the arrangements for periodically 
revising the schedule of Areas. If this were done, while no further 
capital expenditure should be incurred in introducing new factories 
into an Area which might be removed from the schedule, the 
Government would remain the owner of existing factories and would 
exercise the functions of a good landlord in regard to them providing, 
for example, capital for any extensions that might be justifiable. The 
Crown Estate might serve as an analogy for this. It would no doubt 
be an advantage if such an arrangement could be introduced without 
need for legislation. On the other hand, legislation for such a 
purpose, if it proved inescapable, could be represented as a 
constructive step importing a desirable flexibility into the arrange
ments for the Development Areas. 

The Cabinet— 
Invited the President of the Board of Trade, in consultation 
with the Chancellor of the Exchequer, to give further 
consideration to the possibility of modifying the present 
arrangements for the Development Areas on the lines 
suggested by the Prime Minister and to report to the 
Cabinet. 

8. The Cabinet had before them a memorandum by the 
Minister of Local Government (C. (57) 152) proposing that a Royal 
Commission should be appointed to enquire into the appropriate 
structure of local government for the Greater London Area. 

The Minister of Local Government said that it had been 
contemplated, in the White Paper published in July 1956, that the 
County of London would remain unaffected by the Governments 
proposals for the reorganisation of local government, but that the new 
Local Government Commission should be entrusted with some 
limited responsibility for reviewing the needs of the County of 
Middlesex. In the meantime, the problems of local government 
organisation in Middlesex had become more acute and it was no 
longer feasible to proceed on the basis outlined in the White Paper. 
He was satisfied that the Government had now no alternative but 
to address themselves directly to the problem of the appropriate 
structure of local government for the Greater London Area as a 
whole, and could not put forward definite proposals on this matter 
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until it had been subjected to a thorough investigation. The appoint
ment of an independent enquiry represented the most satisfactory 
method of assembling the necessary facts and evidence and would be 
generally welcomed by Government supporters. The unique status 
and importance of London justified entrusting the investigation to a 
Royal Commission rather than a Departmental enquiry. A Royal 
Commission would of course be unlikely to render a report before 
the next General Election. 

Discussion showed that the Cabinet were in agreement with the 
need to put in hand an investigation of the most appropriate structure 
of local government for the Greater London Area and that the 
balance of advantage lay on the side of entrusting this investigation 
to a Royal Commission rather than to a Departmental Committee. 
As regards alternative courses, it would not be practicable to provide 
in the forthcoming Local Government Bill for a separate Commission 
of Enquiry on the matter without giving rise, during the passage of 
the Bill, to premature debate on the needs of the Greater London 
Area. The appointment of a Royal Commission in the meantime 
would preclude such a possibility. Nor would it be practicable to 
entrust the task to the proposed Local Government Commission for 
England and Wales. For, while there might be some risk that a Royal 
Commission would reach findings on the needs of London which 
might conflict with the conclusions of the Local Government 
Commission on the requirements of the conurbations of Birmingham 
and Manchester, the need to make progress towards a suitable 
structure of local government for London had now become urgent 
and the Local Government Commission would be unable to assume 
such a formidable additional burden. In any event it had always 
been accepted that London represented a unique problem in this 
respect. 

The Cabinet— 
Approved the proposal to appoint a Royal Commission to 
enquire into the most appropriate structure of local 
government for the Greater London Area. 

Local 9. The Home Secretary said that, following discussion by the 
Government Committee of Ministers who had been considering the allocation of 
Finance. the proceeds of the prospective new instalment of re-rating, the 
(Previous Chancellor of the Exchequer and the Minister of Local Government 
Reference: had reached in direct discussion agreement on a proposed apportion-
C.C. (57) 48th ment of this additional revenue. It was recommended that two-thirds 
Conclusions. of the potential net revenue, after offsetting the loss which would be 
Minute 5.) suffered in central taxation, should be surrendered permanently to the 

local authorities who would therefore, at present rates of revenue 
yield, stand to benefit to the extent of £10 millions in England and 
Wales and £0-8 millions in Scotland. In order, however, that the 
Exchequer should not be subject to any additional burden in any year 
in consequence of the financial arrangements as a whole, it was 
proposed that the payment of the additional £40 millions which would 
accrue to the local authorities as a result of the prospective changes 
in the method of paying Exchequer grant should be spread over a 
period of eight years. It would be made clear in the forthcoming 
White Paper that these arrangements represented a special 
concession to ease the transition to the new grant system. 

The Cabinet were informed that a settlement of this matter had 
been facilitated by the abandonment of the proposed rearrangement 
of the highway grants. The county boroughs would therefore 
continue to suffer financially in consequence of the perpetuation of a 
system which had become anomalous. 



The Cabinet— 
Approved the proposals which had been agreed between the 
Ministers directly concerned for the apportionment of the 
proceeds of the additional instalment of re-rating. 
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(Previous 
Reference: 
C M . (56) 46th 
Conclusions, 
Minute 7.) 

10. The Cabinet had before them a memorandum by the Lord 
Chancellor (C. (57) 156) recommending that the enquiry which the 
Cabinet had decided should be made into the housing needs of 
Manchester should take the form of a public local enquiry under the 
Town and Country Planning Act, 1947, conducted by an eminent 
barrister with relevant experience, and that its report should be 
published. The memorandum also proposed appropriate terms of 
reference to ensure that the enquiry would be directed primarily to 
establishing the order in which the various possible sites should be 
developed on a realistic assessment of Manchester's probable 
requirements in the years following 1960 and on the basis that the 
development of good agricultural land for housing should be deferred 
as long as possible. 

In discussion it was agreed that, in order to avoid the possibility 
of divergent views being expressed by different Government 
Departments, the evidence for the enquiry should preferably be 
obtained from local bodies and organisations. Notwithstanding the 
mounting pressure for an indication of the Governmenfs attitude 
towards the problem of Manchester^ housing needs, there would be 
advantage in deferring the public announcement of the proposed 
enquiry until Parliament had risen for the recess, if that were 
practicable. 

The Cabinet— 
(1) Approved the recommendations in C. (57) 156. 
(2) Invited	 the Minister of Local Government to settle, in 

consultation with the Home Secretary and the Chief Whip, 
the timing of any announcement on this subject. 

11. The Minister of Agriculture recalled that the white fish and 
herring subsidies were essentially a temporary measure to cover the 
modernisation of the fishing fleet. The subsidy rates had increased 
during each of the last two years, but to implement the Governmenfs 
policy and to keep within the financial limits which had been set by 
the White Fish and Herring Industries Act, 1957 it would be necessary 
to stabilise the subsidies with a view to their reduction over the next 
two years. It was therefore proposed that no change should be made 
in the level of the white fish subsidy for 1957-58, though a small 
increase of the order of £50,000 might be made in the subsidy to 
herring vessels. In consequence, taking into account increases in 
costs, the industry generally would be worse off than in 1956; but, 
while in England the objectives of the Governmenfs policy were being 
slowly realised, pressures resulting from the difficulties which the 
Scottish industry was experiencing might impair the Governmenfs 
ability to sustain the present subsidy policy. The Secretary of State 
for Scotland and he had therefore concluded that an enquiry should 
be set up into the organisation of the Scottish fishing industry. A 
decision to make no increase in the subsidy for 1957-58 would be 
strongly opposed by the trawler owners, but the consultations which 
had been held with Government supporters particularly concerned 
with fishery questions should serve to restrain Parliamentary criticism 
when the subsidy schemes came to be adopted. 

The Cabinet— 

Took note, with approval, of this statement. 




Oversea 
Information 
Services. 
(Previous 
Reference: 
C C . (57) 48th 
Conclusions, 
Minute 2.) 

Cabinet
4th

11 CC. 49 (57) 
12. The Cabinet had before them a note by the Chancellor of 

the Duchy of Lancaster (C. (57) .157) covering a draft White Paper 
on oversea information services. 

In discussion it was suggested that further consideration should 
be given to paragraph 15 of the draft pending a decision on the 
arrangements for establishing a new broadcasting programme in the 
Middle East which would be commercial in character, and to the 
phrasing of paragraph 29 regarding Exchequer supplementation of 
the salaries of teachers from this country who accepted posts overseas. 

The Cabinet— 
Approved, subject to the points made in discussion, the 
draft White Paper on oversea information services. 

Office, S.W.1, 
July, 1957. 
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Meeting of 
Commonwealth 
Prime 
Ministers, 1957. 

Foreign Affairs. 
Persia. 
(Previous 
Reference: 
C C . (54) 74th 
Conclusions, 
Minute 7.) 

Soviet Union. 
(Previous 
Reference: 
C M . (56) 44th 
Conclusions, 
Minute 3.) 

1. The Prime Minister said that the Meeting of Commonwealth 
Prime Ministers, which had held its final session on 5th July, had 
been a success. There had been no question of recrimination against 
the United Kingdom in connection with the events of the preceding 
year; indeed, there appeared to be a general recognition that in recent 
months the situation in the Middle East had considerably improved. 

Moreover, the Meeting had perhaps contributed to a certain 
relaxation of tension between India and Pakistan; and its value had 
been increased by the attendance of the new Prime Minister of 
Canada, who had emerged as a man of considerable strength of 
character and purpose. 

The Commonwealth Secretary said that the success of the 
Meeting owed much to the skill with which the Prime Minister had 
guided the discussions. The Prime Minister of Ghana had been 
particularly impressed by the spirit in which the Meeting had been 
conducted. 

In discussion it was suggested that the proposal of the Prime 
Minister of Canada to increase the volume of trade between the 
United Kingdom and Canada offered potential opportunities which 
the United Kingdom should not neglect. A fresh appraisal of our 
proposals for the establishment of an industrial free trade area in 
Europe would need to be made in the light of the results of the 
Meeting of Commonwealth Prime Ministers; and this review would 
need to take full account of the initiative by the Government of 
Canada. 

2. The Foreign Secretary said that Persia had recently suffered 
a severe earthquake and that it would be desirable that the United 
Kingdom should make available such assistance as was possible, 
primarily in the form of tents and surgical equipment. He would 
discuss the scale of such assistance with the Chancellor of the 
Exchequer. 

The Foreign Secretary said that the recent changes in the 
Government of the Soviet Union appeared to mark the elimination 
of the more reactionary forces. This would not necessarily result 
in a change in the ultimate aims of Soviet foreign policy. Nor should 
it be assumed that the new regime would be any more stable than 
its predecessor. Mr. Krushchev appeared to have emerged as the 
dominant personality for the time being; but he was of an 
unpredictable temperament and might no longer be restrained as 
effectively as hitherto by the need to compromise with points of view 
which differed from his own. 

It was for consideration whether, in the light of these changes, 
some action should be taken to ensure that a more representative 
selection of Members of Parliament would take advantage of the 
invitations to visit the Soviet Union which were issued from time to 
time by the Soviet Government. It was also for consideration 
whether the Government should take steps to secure full publicity 
in this country for the report on events in Hungary by the Special 
Committee of the General Assembly of the United Nations. 

In discussion it was agreed that, while no action should be taken 
to encourage Members of Parliament to pay more frequent visits to 
the Soviet Union, they should not be inhibited from doing so. I t 
would be undesirable that the United Nations report on Hungary 
should be made the occasion of Government propaganda against the 
Soviet Union. It would be preferable to allow this document, which 
would be on sale to the general public, to speak for itself. 



Disarmament. The Foreign Secretary said that the representative of the Soviet 
(Previous Union on the Disarmament Sub-Committee had virtually rejected 
Reference: the disarmament proposals which had been tabled by the United 
C.C. (57) 46th	 States, the United Kingdom, Canada and France on 2nd July. The 
Conclusions.)	 Soviet Union would undoubtedly continue to press their proposal 

for the immediate and unconditional suspension of all nuclear tests; 
and, if the deceptive simplicity of this proposal was not to attract 
undue attention, it would be undesirable to afford an opportunity for 
more than one Parliamentary debate on this subject before the 
summer recess. 

In discussion it was agreed that any Parliamentary debate on 
disarmament should, if possible, be deferred until the penultimate 
week before the summer recess. 

Irish Republic 3. The Home Secretary said that the action of the Prime 
(Previous Minister of the Irish Republic in interning certain terrorists was 
References: greatly to be welcomed. There appeared to be little doubt that the 
C M . (55) 29th Irish Republican Army were preparing to perpetrate further outrages 
Conclusions, on the traditional Orange holiday in Ulster, and it was satisfactory 
Minute 7 and that action had been taken to forestall incidents of this kind There 
C.C. (57) 10th was some danger that the Unionists in Ulster might attempt to take 
Conclusions, action in retaliation for the recent outrages in the Six Provinces; and 
Minute 7.) we should use our influence to persuade the Government of Northern 

Ireland to restrain any tendencies of this kind. 

Royal 4. The Cabinet had before them a memorandum by the 
Ordnance Minister of Supply (C. (57) 153) on the Royal Ordnance Factories. 

The Minister of Supply said that the reduction in the number 
of Royal Ordnance Factories would have to be carried out in two 
stages. A preliminary assessment of the probable future demands 
from the Services indicated that at least seven of the existing twenty
three Royal Ordnance Factories would no longer be required. The 
capacity of the sixteen remaining factories would still be in excess of 
requirements, but the extent of the surplus could not be precisely 
determined until the Services had formulated their long-term 
programmes in the light of the current defence review. He therefore 
proposed that an early announcement should be made about the 
intended closure of the Royal Ordnance Factories at Swynnerton, 
Thorp Arch, Maltby and Irvine, where dismantling work would begin 
immediately. In view of the uncertainty which had existed for some 
time about the future of the tank factory at Dalmuir, the 
announcement should also state that this factory would be closed 
down on the completion of the present programme late in 1958. 
The factories at Wigan and Poole would not be closed down until 
1959-60, and the announcement about their closure could therefore 
be deferred until the further review had been carried out. The 
Labour Party were likely to argue that these factories should be 
retained in State ownership and used for the production of civil 
equipment as in the years immediately after the last war. The Royal 
Ordnance Factories were not, however, equipped or organised for 
civil production, and it would be preferable to dispose of the sites 
wherever possible to industrial concerns. A limited amount of civil 
work might be undertaken when it would help to keep in being a 
nucleus of skilled labour required for an established defence need 
or when available capacity could be used to supplement a shortage 
in industry. 

In discussion there was general support for these proposals. 
Pressure for the retention of the factories for civil work should be 
resisted, since experience in the years after the last war had shown 



that the Royal Ordnance Factories could not economically undertake 
civil work except, to a limited extent, on sub-contract from industrial 
concerns. 

The Government were likely to be criticised for closing the 
filling factory at Swynnerton, since there would be difficulty in finding 
alternative employment for the labour displaced owing to the high 
rate of unemployment which already existed in the Potteries. It 
would, however, be uneconomic to close, instead of Swynnerton, the 
filling factory at Glascoed which was a more efficient production 
unit. The arrangements recently agreed for providing financial 
assistance when workers had temporarily to be transferred from areas 
where unemployment arose suddenly would help to mitigate the 
effects. It might, however, be necessary to consider further help 
for the industries in the Potteries. There would also be criticism 
of the decision to close the explosives factory at Irvine, but this 
criticism would be reduced if Nor th Ayrshire were retained in the 
schedule of Development Areas. 

The inclusion of two of the three Scottish Ordnance Factories 
in a first list of five factories to be closed would create an unfortunate 
impression in Scotland. Discussions were taking place about the 
transfer of the tank factory at Dalmuir to an industrial concern. 
An announcement about this transfer should, if possible, be made at 
the same time as the announcement about the closure of the factory. 
The effects would be further mitigated if the initial announcement 
also referred to the intended closure of the factories at Wigan and 
Poole. Although a reference to closures which would not take place 
for some two years would increase the risk that political pressure 
would build up against the decisions, it was reasonable that the 
Government should give as much advance notice as possible to their 
employees and should allow the maximum of opportunity for the 
consideration of possible alternative uses for the factories. The 
initial announcement should, therefore, refer to all the seven factories. 
It would be desirable to expedite decisions about the closure of 
further factories in order to obtain the economic benefits of the 
reductions in the effort at present devoted to defence. These further 
closures would need to be discussed with the Services when their 
long-term programmes had been settled; but further announcements 
should be possible early in 1958. 

The Cabinet— 
(1) Agreed	 that the initial announcement about the intended 

closure of Royal Ordnance Factories should cover the 
seven factories listed in paragraph 4 of C. (57) 153. 

(2) Invited the	 Minister of Supply to consult the Secretary of 
State for Scotland, the President of the Board of Trade 
and the Minister of Labour about the terms of this 
announcement. 

(3) Subject	 to the modification recorded in Conclusion (1), 
approved the proposals in C. (57) 153. 

Aircraft 5. The Cabinet had before them memoranda by the Minister 
Industry. f Supply (C. (57) 154) and the Minister of Civil Aviation (C. (57) 159) Q 

about the future of the aircraft industry. 

The Minister of Supply said that the aircraft industry resembled 
the nuclear power and electronics industries in that it had been the 
recipient of very considerable Exchequer assistance for research 
which, though intended primarily for defence purposes, had been of 
great benefit also to the civil sector of the industry. But, whereas 
the need for military research in nuclear power and electronics would 
continue, it would henceforward be reduced in the aircraft industry, 
which would then be faced with the problem of financing the research 
which would continue to be necessary for civil purposes. Some 



continuing Exchequer assistance, therefore, appeared to be inevitable, 
partly because the industry would collapse without it, partly because 
its competitors in other countries were supported by State action of 
various kinds, and partly because the volume of research which was 
essential to maintain an efficient and progressive industry was beyond 
the capacity of any one firm or group of firms. 

The industry must clearly be encouraged to contract to a size 
commensurate with the reduced military requirement. But if, at 
the same time, its civil sector was to expand, the Government should 
seek to ensure that it would receive adequate initial orders by 
co-ordinating the aircraft requirements of R A P  . Transport 
Command and the Airways Corporations, and should continue to 
bear, though increasingly on the civil rather than the defence Budget, 
the cost of research and experimental work. 

The Minister of Civil Aviation said that, although the main 
source of future orders for the industry would continue to be 
represented by Transport Command and the two Airways 
Corporations, the Britannias already ordered for Transport 
Command woud suffice until the 1970's, while the two Corporations 
had also placed orders for the main aircraft which they were likely 
to need during the next few years. As a result, no major orders could 
be foreseen in the immediate future which would enable the aircraft 
industry to sustain the research and development work which would 
be necessary if the latest technical advances in aerodynamics were to 
be fully explored. 

In discussion it was suggested that the world demand for civil 
aircraft during the next ten years was likely to be very considerable. 
The United Kingdom aircraft industry would, therefore, need to 
become predominantly an export industry. As compared with its 
main competitor in the United States, it would enjoy the advantage 
that skilled labour costs, which constituted a high proportion of the 
total costs of production, were appreciably lower in the United 
Kingdom than in the United States. It was all the more 
important that research should be adequately financed by 
one means or another; and this problem should be examined 
in the light of the contention by the aircraft industry 
that it was inadequately supplied with working capital and 
enjoyed less favourable credit facilities for oversea sales than its 
competitors. On the other hand, although exports of aircraft might 
be expanded on a very considerable scale, a realistic survey of the 
potential markets would be essential. Moreover, any Government 
contribution to the research involved would need to be carefully 
considered in the light of the other demands on our investment 
resources. 

The Prime Minister said that the problems involved in this 
matter were so important and so complex that they should be the 
subject of a special enquiry, which would need to consider how a 
greater concentration of effort might be secured within the industry 
and how far a Government contribution to the research facilities of 
aircraft firms would be justified in the light of a realistic appraisal 
of the export markets likely to be open to them during the next ten 
years. The precise nature and scope of this enquiry should be 
considered in the first place by the Chancellor of the Exchequer 
in consultation with the Ministers concerned. 

The Cabinet— 
Invited the Chancellor of the Exchequer to confer with the 
Ministers principally concerned on the scope and nature 
of an enquiry into the future of the aircraft industry, and 
to report their conclusions to the Prime Minister. 

Cabinet Office, S.W.1, 
9th July, 1957. 
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Suez Canal 1. , The Prime Minister said that a scheme for making ex gratia 
British Evacueesadvances : to British evacuees from Egypt whose assets in that 
(Previous country: had been sequestrated was being discussed with their 
Reference: representatives. It was important that the Government should not 

a r  t o  D eC.C. (57) 49th P P  e a   accepting responsibility for satisfying these claims in 
s i n c  eConclusions,  ^ u ^ '  this would prejudice the possibility that the individuals 

concerned might be able to recover their assets. In the meantime, Minute 3) 
however, immediate hardship must be relieved by arrangements 
which would be generally regarded as. equitable. The present scheme 
would provide for maximum, payments of £5,000, which would 
represent about 25 per cent, of the larger claims, together with 
payments of £1,000 at the lower end of the scale, representing about 
75 per cent, of the smaller claims. It was hoped to reach broad 
agreement with the representatives of the claimants on an arrangement 
on these lines; but in any event it would be for the Government to 
decide the scale of payments. Their decision should be announced 
during the debate in the House of Lords at the beginning of the 
following week; and a similar statement should be made in the 
House of Commons. The terms of these statements would need 
to be considered in the light of the further discussions with the 
representatives of the evacuees. 

The Cabinet-^ 
Invited the Chancellor of the Exchequer to discuss with 
the representatives of the British evacuees from Egypt the 
proposals for a system of ex gratia advances against assets 
sequestrated and to prepare, for the Prime Ministers 
approval, a draft of the necessary Parliamentary 
announcement. 

Parliament 2. The Cabinet were informed of the business to be taken 
in the House of Commons in the following week. 

I t was uncertain whether the Government would be ready before 
the summer recess to announce new proposals for the future of 
Cyprus and there was, therefore, no alternative but to accept the 
request of the Opposition for a debate on Cyprus on 15th July. 

Administrative 3. The Lord Chancellor informed the Cabinet that the 
Tribunals Committee which had been appointed in 1955 under the chairmanship 
(Previous of Sir Oliver Franks to enquire into the working of administrative 
Reference: tribunals and enquiries would submit their report to him at the 
C M  . (56) 26th beginning of the following week. 
Conclusions, , The Committee's findings would, in his judgment, strike a 
Minute. 8) satisfactory balance between the needs of sound administration and 

the provision of adequate safeguards for the liberty of the subject; 
and they would be generally acceptable to Government supporters. 
He recommended that the report should be published in the following 
week, as soon as practicable after presentation. 

The Cabinet— 
Agreed that it should be announced in Parliament on 
18th July that the report of the Committee on 
Administrative Tribunals and Enquiries was being 
published that day. 

Disarmament 4 he Foreign Secretary sought authority to announce, at the T

(Previous meeting of the Disarmament Sub-Committee that afternoon, tha t 
Reference: the United Kingdom supported the United States proposal that the 
C.C. (57) 50th initial suspension of nuclear tests should be for "a period of ten 
Conclusions, months. The French and Canadian representatives had already 
Minute 2) indicated their agreement with this proposal; and, in the absence 

of any formal indication that the United Kingdom Government 
5 2 5 5 0 - 1 B 2 



also endorsed the period involved, there was a risk that the 
representative of the Soviet Union would attempt to exploit an. 
apparent division of opinion amongst the Western Powers. 

The Cabinet— 

Approved this proposal. 


5. The Cabinet had before them a memorandum by the 
Minister of Supply (C. (57) 155) about the probable effects on industry 
of the reductions in the defence programme. 

The Minister of Supply said that, in general, the resources 
released by the reductions in the defence programme should be 
readily absorbed by the civil economy. There would, however, be 
only limited scope for the re-employment of the scientific and 
technical specialists who were no longer required for defence work; 
and there was a risk that some of these might emigrate. Moreover, 
the contraction of the effort hitherto devoted to defence research 
and development would involve a net reduction in the national 
investment in scientific facilities unless there was a corresponding 
increase in scientific investment in the civil sector. Despite the 
earlier decisions to expand the number of development contracts for 
civil work, only a few such contracts had, in fact, been placed. It 
was for consideration, therefore, whether any special steps should 
be taken to reduce the risk of damage to the nation's resources of 
scientific manpower and equipment which would otherwise result 
from the reductions in the defence programme. 

In discussion it was suggested that the export of scientific ideas 
and technical information was no less valuable to this country than 
the export of engineering goods. It might well be to our advantage, 
therefore, to take steps to expand the facilities for civil technology 
as an offset to the reduction in military research. On the other hand 
the loss of skilled technicians through emigration should not be 
large. Moreover, in the past, the demands of defence had prevented 
the needs of industry for scientific manpower from being satisfied 
in full. As a result, there was still a considerable shortage of 
technicians for civil purposes, particularly in atomic energy, and it 
should be possible for many of the scientists and engineers who were 
no longer required for defence research, to find employment of this 
kind. In any event, the main purpose of the reductions in the defence 
programme was to relieve the present strain on the economy; and 
the economic benefits which they should yield should not be sacrificed 
merely because they might involve some marginal loss of technical 
personnel. This question should, however, be further considered 
as part of the general review of the future of the aircraft industry 
on which the Chancellor of the Exchequer was at present formulating 
proposals. 

The C a b i n e t -
Invited the Chancellor of the Exchequer t o take account, 
in his proposals for a general review of the aircraft industry, 
of the need to deal with any surplus of scientific and 
technical manpower which would result from the reductions 
in the defence programme. 

*6. The Cabinet had before them a memorandum by the Prime 
Minister (C. (57) 161) outlining a suggested new approach to the 
problem of Cyprus, -* 

The Prime Minister said that this memorandum was the result 
of consultations which he had held with the Governor of Cyprus 
and the Ministers mainly concerned during the past few days. Three 



possible courses of action were now open to us. First, we could 
continue to govern the Island ourselves on the basis that we had 
recently had some military success in the repression of terrorism 
and had also secured a political advantage by the release of 
Archbishop Makarios, who was proving an increasing embarrassment 
to the Greek Government. Secondly, we could proceed to partition 
—which would be an admission that our policy had failed and would 
be liable to provoke a new outbreak of communal conflict which it 
might prove impossible to localise. Thirdly, we could adopt the 
course outlined in C. (57) 161, whereby we would retain under our 
own sovereignty certain enclaves which were strategically essential 
to us but would surrender the rest of the Island to a condominium 
of the United Kingdom, Greece and Turkey, who would jointly share 
the sovereignty between them. The whole of the Island outside the 
British enclaves would then be placed under the government of a 
Governor, to be nominated by the three sovereign Powers or, in 
default of agreement between them, to be appointed by the Powers 
(other than the three sovereign Powers) which were for the time being 
members of the Nor th Atlantic Alliance. Outside the British enclaves 
a system of responsible self-government would be introduced on 
the general lines of the constitution proposed in Lord Radcliffe's 
report ; and, as regards internal affairs (other than internal security), 
the Governor would act on the advice of Ministers responsible to 
an elected Chamber, except where the constitution expressly provided 
otherwise. Defence, external relations and internal security would 
be " reserved " subjects. As regards defence, it would be reasonable 
that the three sovereign Powers, being members of the Nor th Atlantic 
Alliance, should look to the Council of the Alliance to protect the 
Island. The three Powers would themselves conduct its external 
relations. On matters of internal security the Governor should be 
able to call on a force comprising British, Turkish and Greek 
contingents, in equal numbers, which would be available to support 
the civil power in maintaining law and order. 

The Chiefs of Staff had informed the Defence Committee that 
from the strategic point of view they would prefer that British 
sovereignty should continue to be maintained over the whole Island. 
But they recognised the political difficulties of this course and the 
increasing burden which it was liable to impose on the resources 
of the United Kingdom. They were therefore prepared to accept 
the new proposals, subject to a more detailed examination of the 
exact boundaries of the proposed enclaves. It was now necessary 
to consider whether these proposals were likely to win support in 
the United Kingdom and abroad and, if so, at what point they should 
be made publicly known. 

In discussion there was general agreement that an attempt to 
maintain exclusive British sovereignty over the whole Island was 
likely to involve political and economic consequences which could 
not be tolerated indefinitely. An act of partition by ourselves must 
also be rejected, as unacceptable to public opinion in this country 
and damaging to our international reputation. In principle, 
therefore, an arrangement on the lines proposed in C. (57) 161 had 
much to commend it. Nevertheless, it would need further 
consideration from the following points of v i e w :  

(a) I t was uncertain whether these proposals would win even 
initial acceptance from the Greek and Turkish Governments. It 
would be necessary to bring all possible pressure to bear upon them 
for this purpose; and the declared support of the United States and 
the Nor th Atlantic Treaty Organisation (NATO) would be essential 
to the success of the scheme. The Greek Government would be 
most susceptible to the influence of the. United States, and we should 
seek to secure that the United States Government would use their 
maximum influence to ensure Greek co-operation, in the new policy. 
Nevertheless, even though the United States appeared now to have 
abandoned their earlier support for the Cypriot claim to be unified 



with Greece, they remained favourable in principle to the concept 
of self-determination, and they might not be prepared to endorse 
whole-heartedly proposals which did not envisage self-determination 
of the Island within the foreseeable future. The Turkish Government 
would be most likely to be influenced by the consideration that, 
if they rejected the present proposal and were also given no reason 
to believe that the United Kingdom Government Would proceed to 
partition, a subsequent Government in the United Kingdom might 
yield to the pressure of Archbishop Makarios for the unification of 
Cyprus with Greece. This possibility should be brought clearly to 
their attention. Nevertheless, it could not be assumed that our 
proposals would win acceptance from the Governments of Greece 
and Turkey; and it was essential that, before we gave any publicity 
to them, we should have defined the policy which we should adopt 
if they were rejected. It was open to question whether, in that event, 
we should resume the government of the Island ourselves or should 
propose that the United Nations Organisation should assume 
responsibility for its partition. Partition, however effected, would 
be bound to result in bitterness and bloodshed; but it was no less 
certain that we could not carry indefinitely the burden of sole 
responsibility for the administration of the Island. 

(^Al terna t ive ly , it was possible that the Greek and Turkish 
Governments would at the outset offer to co-operate, however 
reluctantly, in the working of an arrangement of the kind described 
in C. (57) 161, but that this arrangement would subsequently collapse 
in . the face of a renewed outbreak of terrorism.. In that event, it 
would be very difficult, if not impossible,, for the United Kingdom 
to resume exclusive sovereignty over the whole of Cyprus. It could 
admittedly be argued that, if the Greek and Turkish Governments 
initially accepted pur proposals, they would realise that it was in 
their joint interest that those proposals should prove effective in 
restoring peace and stability in the Island. They might be further 
restrained from conniving at any renewal of communal strife by the 
risk that their own nationals in other areas of mixed Greek and 
Turkish population outside Cyprus would suffer retaliation. 
Nevertheless we could not ignore the risk that communal strife might 
break out afresh in Cyprus after the system of tripartite sovereignty 
had been brought into effect; and it was therefore desirable that, 
if a scheme on the lines proposed in C. (57) 16.1 was to be launched, 
it should provide some safeguard against this risk in the form of 
alternative arrangements which would be even more unpalatable 
to the Greek Government than the scheme itself. 

(c) It might also be desirable, that the scheme should enable 
the Governor,, in an emergency, to suspend the constitution. If so, 
however, it would be necessary to decide whether, in that event, 
he would be entitled to rely on British troops in the enclaves as well 
as on the British component in the joint force to be created to 
maintain internal security. 

(d) The proposals might in any event place the Governor in a 
position of considerable difficulty if, in a situation falling short of a 
major emergency, the representatives of the three sovereign Powers 
who would be appointed to advise him were unable to agree on the 
policy to be followed. This difficulty, which was implicit in any 
system of tripartite sovereignty, might be overcome if British 
administration of the whole Island could be maintained under a 
mandate from NATO. An arrangement of this kind would have 
the further advantage that it would strengthen our hold on the airfield 
a t Nicosia and on the communications between the vital strategic 
points in the Island and Famagusta which would be their main source 
of sea-borne supplies. On the other hand, a mandate would not be 
consistent with the maintenance of British sovereignty; and the 
complete surrender of British sovereignty over Cyprus would be 
unwelcome to the Governmenfs supporters. Moreover, a mandatory 
system of this kind would too closely resemble a mere continuance 



of the existing situation to be likely to command the acceptance of 
the Greek and Turkish Governments. It was clear, however, that 
the powers of the Governor as envisaged by the Radcliffe constitution 
would need to be reconsidered if a solution based on tripartite 
sovereignty was adopted. Lord Radcliffe had undertaken to examine 
this, question. , 

Discussion then turned to the timing of publication of these 
proposals, if they were eventually approved. The choice lay between, 
on the one hand, publishing them in advance of the forthcoming 
debate on Cyprus in the United Nations and, on the other hand, 
holding them in reserve, to be launched during or after the United 
Nations debate, and limiting our action in the immediate future 
to proceeding with one of the other plans which had been discussed 

Commonwealth 
Economic 
Development 

(Previous 
Reference: 
C C . (57) 44th 
Conclusions, 
Minute 1) 

Malaya
(Previous
Reference:

at an earlier stage, e.g., a tripartite discussion between the three 
Governments or an invitation to the Cypriot communities to offer 
their suggestions for amendment of the Radcliffe constitution. 

It was suggested that, since the Greek Government had recently 
indicated their support for the plan of independence for Cyprus 
which had been put forward by the Secretary-General of N A T O , 
there might be some advantage in our holding our new proposals 
in reserve. Moreover, the surrender of Cyprus to a condominium 
would be liable to be criticised by the Governments own supporters 
unless they were given an opportunity to reflect further on the 
arguments against any attempt to maintain indefinitely exclusive 
British sovereignty over the Island. 

The Prime Minister said that the Cabinet would need to give 
further consideration to the important issues involved in the new 
proposals outlined in C. (57) 161. 

The Cabinet— 
Agreed to resume their discussion at a subsequent meeting. 

7. The Cabinet had before them a note by the Commonwealth 
Secretary (C. (57) 160) covering the draft of a White Paper on the 
role of the United Kingdom in Commonwealth economic 
development. 

The Commonwealth Secretary said that this draft had been 
considered by the Economic Policy Committee at a meeting that 
morning. It would be re-drafted in the light of the comments 
expressed at that meeting and the revised draft would be submitted 
to the Cabinet in the following week. 

The Cabinet—' 

Took note of this statement. 


 8. The Cabinet had before them a memorandum by the 
 Commonwealth Secretary and the Colonial Secretary (C. (57) 163) 

 about a suitable presentation to the Federation of Malaya on its 
CM. (56) lOOth attaining independence within the Commonwealth on 3.1st August. 

MinutTz)118' The Commonwealth Secretary said that it was proposed, after 
informal consultation with the Chief Minister of the Federation, 
that the gift of the United Kingdom Government to mark this 
occasion should take the form of a post-graduate scholarship at a 
leading University in this country. The scholarship would be 
awarded over a period of perhaps ten years and would be open to 
locally-born residents of the Federation. 



s 
In discussion there was general approval for this proposal. It 

was suggested, however, that the scholarship might perhaps be 
. awarded for a longer period than ten years. 

The C a b i n e t -
Approved, subject to the point made in their discussion, the 
proposal in C. (57) 163 for a gift to the Federation of Malaya 
on its attaining independence. 

Cabinet Office, S.W.1, 
11th July, 1957. 
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Cyprus. 
(Previous 
Reference: 
C C . (57) 51st 
Conclusions, 
Minute 6.) 

. * 1 . The Cabinet resumed their discussion of the memorandum 
by the Prime Minister (C. (57) 161) on a suggested new approach to 
the problem of Cyprus. 

The Prime Minister said that, in the light of the previous 
discussion of this memorandum, arrangements had been made for the 
Ministry of Defence, Foreign Office and Colonial Office to make 
a more detailed examination of the exact boundaries of the enclaves 
of territory which would remain under exclusive British sovereignty. 

On the constitutional issue, a mandatory system appeared to 
provide no solution to the problem of sovereignty over the Island 
since the Nor th Atlantic Treaty Organisation (NATO) had neither 
the legal authority nor the machinery which would enable it to grant 
a mandate to the United Kingdom to govern the whole Island on a 
trusteeship basis. On the assumption, therefore, that sovereignty 
would be shared between the United Kingdom, Greece and Turkey, 
it still seemed advisable to incorporate in the new arrangements 
some sanction which would operate if they broke down. In such an 
event the Gove rno r s first recourse would be to the three sovereign 
Governments, acting either unanimously or by a majority vote. If, 
however, a sanction of this kind proved to be ineffective, it might 
be necessary to empower the Governor to appeal to N A T O to take 
the necessary action, and to require N A T O in that event to call 
on its member countries to supply troops to maintain order in Cyprus. 
This conception, however, would not necessarily be acceptable to the 
Government^ supporters; and it would be open to the further 
objection that it might represent a step in the direction of transforming 
the whole Island into a N A T O base. On the assumption, therefore, 
that it would be impossible for us, once the new arrangements had 
been launched, to re-assume exclusive sovereignty over the whole 
Island in the event of a crisis, it might be better that, in such an 
event, we should resign our share of the tripartite sovereignty and 
allow the Greek and Turkish Governments to restore order as best 
they could. Alternatively, if we were not prepared to disinterest 
ourselves completely in those areas of the Island outside our enclaves, 
we should consider reinforcing the position of the Governor by the 
creation of a Council consisting of representatives of the sovereign 
Powers which would provide him with the necessary support and 
authority in the event of a breakdown of public order. Even so, it 
might be thought necessary to incorporate in the plan some ultimate 
sanction against the possibility that the representatives of the three 
sovereign Powers might fail to agree amongst themselves. It was 
difficult to see what form this sanction could take apart from an 
authority conferred on N A T O to intervene and restore order. But, 
although it was right that N A T O should have the power, failing 
agreement among the three sovereign Governments, to appoint and, 
if necessary, to dismiss the Governor, the objections to the 
Organisation^ being also empowered to intervene to restore order 
would need to be more closely examined. 

In further discussion it was suggested that the proposed 
arrangements would not be as acceptable to opinion in the United 
States and the United Nations as they would be if they contained 
some reference to the ultimate possibility of self-determination for 
the Island as a whole. It might, therefore, be considered whether 
provision should be included for review after a fixed interval, say, 
ten years, to allow the issue of self-determination to be re-examined. 
As against this it was argued that such a provision was likely to 
provoke a renewal of terrorism towards the end of the period in 
question. It might suffice, at least at this stage, to indicate that there 
was nothing in the new arrangements which would prevent self
determination from taking effect at any time, provided that the 
Governments of the United Kingdom, Greece and Turkey reached 
agreement upon the necessary measures. 
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Suez Canal. 
(Previous 
Reference: 
C C . (57) 51st 
Conclusions, 
Minute 1.) 
Cost of 
Clearance. 

Discussion then turned to the timing of the publication of the 
new arrangements. If these were to command the support of the 
United States and of NATO, they should not be launched until 
the proposal that Cyprus should be granted independence under 
international guarantee had been publicly discussed and been shown 
to be unacceptable. On.this basis it would be desirable to arrange 
in advance of the debate on Cyprus in the General Assembly of the 
United Nations in the autumn, a conference between ourselves and the 
Greek and Turkish Governments at which the proposal to establish 
an independent Cyprus could be examined. Both the United States 
and N A T O should be invited to send observers to this conference; 
and representatives of the Cypriot communities should also be invited 
to attend, either as delegates or as witnesses. The conference would 
probably break down as a result of Turkish opposition to the concept 
of independence for Cyprus. If, thereafter, we put forward our own 
proposals, either during or immediately after the debate in the 
General Assembly, they would be the more likely to enjoy the support 
of the United States in that the alternative plan would have been 
seen to offer no possibility of a solution. On this hypothesis, however, 
it would be necessary to consider carefully the exact point of time 
at which we should inform the United States of our own proposals. 
The issues involved in the organisation of the tripartite conference 
and the subsequent publication of our own proposals should be 
examined in greater detail by the Ministers immediately concerned. 

The C a b i n e t -
CD Invited the Foreign Secretary, in consultation with the Lord 

Chancellor and the Colonial Secretary, to consider the 
arrangements for the organisation of a tripartite 
conference and the subsequent publication of our own 
proposals, on the basis outlined in their discussion. 

(2) Instructed the Secretary of the Cabinet to arrange for	 further 
examination by officials of the Departments concerned 
of the constitutional issues noted in their discussion. 

2. The Foreign Secretary said that it had been proposed that 
a special surcharge on the ships using the Suez Canal would provide 
the most convenient means of securing the repayment of the 
advances made by certain countries to finance the clearing of the 
Canal. Although such a surcharge would be unwelcome to ourselves 
and to other maritime nations, there was no prospect of securing the 
agreement of the United Nations that the repayment should be 
discharged by the Egyptian Government. Indeed, if the matter was 
raised at the United Nations, it might provoke a demand that the 
costs should be met by the United Kingdom and French 
Governments'; and our opposition to such a proposal would not only 
jeopardise the chance of securing satisfactory arrangements for 
financing the costs of the United Nations Expeditionary Force 
(U.N.E.F.) but might also precipitate the premature withdrawal of 
that Force. The proposal that the costs of clearance should be met 
by a surcharge would, however, be more acceptable if these costs 
included the clearance expenses which we ourselves had incurred at 
Port" Said. 

In discussion it was suggested that some countries which had 
contributed to the cost of clearance, for example Norway, might 
well find themselves paying as much in surcharge as they would 
obtain in reimbursement; and, from this point of view, there would 
be much to be said for writing off the claims involved if the agreement 
of the United States, as the preponderant single contributor, could 
be obtained. Subject to this, there appeared to be no satisfactory 



alternative to the proposed surcharge. Our agreement to this 
proposal must be subject, however, to the conditions that our own 
claim should rank for reimbursement and that the surcharge would 
be applied without discrimination to the shipping of all countries. 
It was also desirable that repayment should be spread over as long a 
period as possible, in order that the surcharge could be fixed at a 
figure which would not significantly affect transport costs and import 
prices. 

Certain member countries might resist the proposed surcharge 
if it was embodied in proposals submitted formally to the United 
Nations. I t would be preferable, therefore, for the arrangements to 
form the subject of an agreement between the Secretary-General of 
the United Nations and the Egyptian Government. Although the 
surcharge might have to be collected in the first instance by the 
Egyptian Canal Authority, the risk that this might be interpreted as 
implying formal recognition of that Authority would be reduced if 
an agent of the United Nations could be stationed in Egypt to 
supervise its collection. 

The Cabinet— 
Invited the Foreign Secretary to be guided by the sense of 
their discussion in dealing with the proposal that the cost of 
clearing the Suez Canal should be met by a surcharge on the 
shipping using the Canal. 

Israel. 3. The Foreign Secretary said that the Shell Oil Company and 
(Previous the British Petroleum Company had decided to close down their 
Reference: distributing organisation in Israel as the result of a threat by the 
C C . (57) 17th Saudi Arabian Government that, if they continued to operate in 
Conclusions, Israel, they would be denied facilities in Saudi Arabia. It was 
Minute 9.) unfortunate that the two companies should have represented this to 
British Oil  ^ e Government of Israel as a political decision, although they had 

n o t a c tCompanies.  * n  ^  consulted Her Majesty's Government before taking it. 
Steps had already been taken to disabuse the Government of Israel 
of any misunderstanding which might have arisen on that account. 
The decision of the companies had in fact been dictated primarily 
by commercial considerations, including the low level of profitability 
of their operations in Israel. There was no reason to suppose that, 
as a result of their withdrawal, Israel would be deprived of access 
to alternative sources for oil supplies. 

In discussion there was general agreement that there was no 
occasion for the Government to ask the companies to reconsider their 
decision. Consideration should, however, be given to the extent to 
which our commercial interests, and those of other countries, might 
be affected by the Arab policy of attempting to establish an economic 
boycott of Israel, and to the steps which might be taken, in 
association with the United States, to counteract it. 

The Cabinet— 
(1) Agreed that the Government should not attempt to persuade 

the Shell Oil Company and the British Petroleum 
Company to reconsider their decision to withdraw their 
distributing organisation from Israel. 

(2) Invited the Chancellor	 of the Exchequer to arrange for the 
Economic Policy Committee to examine the implications 
of the Arab boycott of Israel and to consider what action 
might be taken to mitigate any damage which this boycott 
might inflict on our commercial interests. 



Industrial 4. The Minister of Labour said that, in the course of 
Disputes. negotiations between the Transport and G. icral Workers Union and 
(Previous the municipal and provincial bus companies, the municipal companies 
Reference: had offered a wage increase of Is. 6d. to which the Union had 
C.C. (57) 36th responded with a claim for an increase of 10s. The provincial 
Conclusions, companies, on the other hand, had offered an increase of only 3s. 
Minute 5.) which had been rejected by the Union. As a result, the men employed 
Provincial by the provincial companies were due to come out on strike towards 
Bus-Workers, the end of the week. 

The provincial companies were willing that the dispute should, 
be submitted to arbitration by the Industrial Disputes Tribunal. The 
Union, however, had refused to agree to this. The decision on this 
point rested with the Minister of Labour, and he had referred the 
matter to the Tribunal. There was some risk that the Union would 
regard this as a challenge to their authority and would try to extend 
the strike, not merely to the municipal companies, who were due to 
resume negotiations in the following week, but also to the rest of the 
transport industry. Nevertheless, it would be unwise to acquiesce in 
a unilateral refusal by the Union to accept a reference to the 
appropriate Tribunal. 

In discussion, there was general agreement with this view. 

Covent Garden. The Minister of Agriculture said that a dispute had broken out 
at Covent Garden, as a result of which the men engaged in unloading 
fruit and vegetables had declared a strike. If this strike spread to the 
other London markets, the consequences, though unfortunate, could 
probably be dealt with. If, however, it extended to the provincial 
markets, it might be necessary for the Government to take emergency 
action to meet the situation which might then arise. 

The Prime Minister said that the Emergencies Committee should 
keep this situation under review. 

The Cabinet—' 
Invited the Emergencies Committee to keep under review 
the situation resulting from the strike at Covent Garden. 

Industrial 5. The Chancellor of the Exchequer said that, together with 
Relations. the Minister of Labour, he would shortly be meeting the 
(Previous representatives of industry to learn the result of their further 
Reference: consideration of the Governmenfs proposal to establish a new 
C.C. (57) 38th advisory body on wages and prices. Thereafter, the Cabinet would 
Conclusions, need to consider the result of this meeting; but it was desirable that 
Minute 8.) the Government should adhere in principle to their original intention 

to establish an advisory body of this kind. 

The Cabinet— 
Took note of this statement. 

Jute Industry. 6. The Cabinet had before them a note by the President of the 
Board of Trade (C. (57) 166) covering a draft Parliamentary statement 
announcing a reduction in the degree of protection accorded to the 
jute industry. 

The President of the Board of Trade said that since the end of 
. the war the jute industry had continued to enjoy a unique form of 

protection under an arrangement whereby the Jute Control purchased 
all imported supplies of jute goods and resold them at prices which 
were 40 per cent, above cost. The Economic Policy Committee had 
decided that this degree of protection was both contrary to the 
interests of the industrial and agricultural users of jute goods and 



Post Office 
Finance. 
(Previous 
Reference: 
C M . (56) 27th 
Conclusions, 
Minute 6.) 

could not be sustained without jeopardising the ultimate survival 
of a jute industry in this country. A reduction in selling margins 
from 40 per cent, to 20 per cent., which would be justifiable on 
economic grounds, had been felt to be too severe, and a compromise 
figure of 30 per cent, had been agreed. This reduction would not be 
sufficient to cause industry and agriculture to resume the use of jute 
packing materials in preference to paper which was now proving 
a more economical substitute; but it would serve as an intimation 
to the jute manufacturing industry that the exceptional protection 
which it had enjoyed must now be expected gradually to disappear. 
The best prospects for Dundee and the surrounding locality lay in 
diversifying industry in the area; and there were grounds for optimism 
that the jute industry itself would prove capable of manufacturing 
a greater variety of products. 

The Secretary of State for Scotland said that he accepted the 
need, on economic grounds, to begin reducing the exceptional degree 
of protection which the jute industry had hitherto enjoyed. A gradual 
approach in the initial stages was, however, very desirable. Even the 
reduction in selling margins now proposed would result in some 
3,000-4,000 people becoming unemployed and would be liable to 
revive controversy about the extent to which the Government were 
committed, by previous pledges, to maintain protection for the jute 
industry. If the co-operation of the industry was to be secured and 
more serious local unemployment was to be avoided, the transition 
to a more diversified industrial structure in the Dundee area should 
be phased over a period. 

The Cabinet— 
Authorised the President of the Board of Trade to make a 
statement in Parliament on the following day, in the terms 
of the draft annexed to C. (57) 166, on the future of the 
jute industry. 

7. The Cabinet had before them a memorandum by the 
Postmaster-General (C. (57) 158) submitting proposals for increases 
in Post Office charges to yield additional revenue of £42 millions 
a year. 

The Postmaster-General said that since 1951 increases in Post 
Office costs amounting to about £100 millions had been met, 
£75 millions by increases in charges and £25 millions by improvements 
in efficiency. It had been decided in 1956 that the Post Office finances 
should be put on a commercial basis, and a further substantial 
increase in revenue was now needed to meet the additional increase 
in costs resulting from a series of recent wage awards. As many of 
these awards had been retrospective, his proposals were designed to 
balance the Post Office accounts over the three financial years ending 
31st March, 1959, and to yield a small surplus of £5 millions at the 
end of that period. The sum of £63 millions which it would be 
necessary to collect during the eighteen months between 1st October, 
1957, and 31st March, 1959, was made up of £58 millions in respect 
of wage commitments already incurred and £9 millions as a reserve 
against future wage increases, less a credit of £4 millions for 
prospective improvements in efficiency. 

As regards presentation of these proposals, there would be no 
advantage in merely multiplying the occasions for public disquiet by 
spreading the increases over a period, especially since it would be 
necessary to make provision, even in a first instalment, for additional 
revenue of some £38 millions. Moreover, eleven-twelfths of the 
proposed increases were attributable to increased wage costs, and 
it was desirable that the additional charges should be clearly seen to 
be related to the wage awards which had been responsible for them. 



The postal services would account for £24 millions, and the 
telephone service for £18 millions, of the additional annual revenue 
involved. With the exception of the letter post, all the increased 
charges had been imposed on services which were in deficit or needed 
adjustment in some other respect. While the inland letter service 
admittedly yielded a profit at present, the additional revenue needed 
could not be obtained without increasing the basic postal rate from 
2\d. to 3d., a charge which would yield over £12 millions. Moreover, 
,the delivery service could not be mechanised, and its costs were 
therefore mainly determined by postmen's wages, which had risen 
to three times the 1939 level. Even after the increase our inland 
postal service would still be the cheapest in Europe, outside Spain 
and Portugal. Nine-tenths of all inland letters were under 1 ounce 
in weight and would not, therefore, be affected by the proposal that 
the 3d. charge should apply only to the first ounce. To extend the 
3d. charge, like the existing 2\d. charge, to the first 2 ounces would 
involve a loss of some £3 millions of the £12^- millions of additional 
postal revenue envisaged by the proposals. 

As regards the telephone service, the uneconomic differentials in 
rentals should be abolished. It would also be necessary to increase 
t o 3d. the cost of a local call and to abolish free local calls. On the 
other hand, subscribers would benefit from proposals, to be 
announced in the autumn, for a very considerable extension of the 
area in which the local 3d. call would be operative. 

All the proposals had been approved by the Post Office Advisory 
Council, who had rejected as impracticable such drastic economies 
as a withdrawal of the first delivery of letters. Not merely would 
this involve a discharge of some 20,000 Post Office workers, many 
of whom were established, but it would seriously impair the efficiency 
of industry and commerce. 

The Chancellor of the Exchequer said that, between the 
alternative courses of raising charges and subsidising services, he had 
no doubt that the former course must be adopted. Even at the risk 
of unpopularity the Government must maintain a realistic attitude 
towards increases in charges which were directly attributable to wage 
awards; and, whatever adjustments in the detailed proposals might 
be called for, the need to secure a total increase in revenue of the order 
proposed appeared inescapable. 

Discussion showed that there was considerable support in the 
Cabinet for this view. On the other hand, it was urged that the 
proposed increases would be liable to provoke a good deal of criticism. 
Despite numerous attempts to relate rising prices to wage awards, the 
Government had had very limited success in establishing this 
connection in the public mind. It might, therefore, be wiser to 
introduce the proposed increases in successive stages. In any event, 
some of the details of the proposals merited further consideration, 
particularly the increased poundage on postal orders, the 
modifications in Commonwealth and foreign postal charges and the 
increase to A\d. of the charge for an inland letter exceeding 1 ounce. 

The Cabinet— 
Agreed to resume their discussion at a further meeting that 
afternoon. 
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1. The Cabinet resumed their consideration of the memorandum 
by the Postmaster-General (C. (57) 158) proposing increases in Post 
Office charges to yield additional revenue of £42 millions a year. 

The Prime Minister said that, although increased costs should be 
financed by increased tariffs on normal commercial principles, it was 
arguable that the proposed increases in charges should be spread over 
a rather longer period. The proposals envisaged that, within the 
eighteen months from October 1957 to March 1959 the deficit of 
£6-3 millions incurred in 1956-57 should be converted into a surplus 
of £5 millions in 1958-59, after allowing for further increased costs 
of £7^ millions which might be expected to accrue during that period. 
This represented a very considerable sum to be provided within a 
comparatively short time, and it was for consideration whether the 
recovery of the existing deficit of £6-3 millions might be spread over 
a longer period. In particular, it might be desirable to defer the 
proposed increases in telephone charges until the greatly improved 
telephone facilities, which would mark the first stage of subscriber 
trunk dialling, were introduced in January 1958. 

In discussion it was pointed out that if, for example, no surplus 
was provided in 1958-59 and no provision was made for further 
increases in costs, a figure of £30 millions a year would still represent 
the irreducible minimum of additional revenue required; and that 
public opinion, which was becoming increasingly restive about rising 
costs in general, would be unlikely to receive a figure of this order 
any more favourably than the full £42 millions now envisaged. 
Moreover, every effort should be made to avoid the further increases 
in Post Office charges after a short period which would otherwise be 
inescapable in view of the virtual certainty of some further increase 
in costs. As it was, the £7^ millions provided on this account in the 
1958-59 estimates represented only half the rate of previous cost 
increases, while the £5 millions surplus provided for that year was no 
more than marginal in relation to the Post Office's total turnover. If 
the proposals were modified by deferring the increases in telephone 
charges to come into operation simultaneously with the improved 
telephone services in January 1958, three months ' additional revenue 
would be sacrificed; and any attempt to recover this loss by 
introducing the higher postal charges before October 1957 would 
cause considerable dislocation to the business community. 

It was therefore the general view of the Cabinet that increases in 
Post Office charges would best be made in a single operation, to 
produce additional revenue of some £42 millions a year as from 
October 1957. 

Discussion then turned to the specific proposals included in 
C. (57) 158. The following points were made : — 

(a) The proposed increase in the inland letter rate from 2%d. to 
3d. would be unwelcome to the general public, particularly since this 
service still made a profit. It was for consideration whether this 
particular increase might be avoided if the tariffs for services which 
had been running at a loss (e.g., inland telegraphs) were increased 
more sharply than was proposed. It was pointed out, however, that 
the increases proposed in these unremunerative services represented 
the maximum which the traffic would bear; and that the inland 
telegraph service, in which no increase was contemplated, had to be 
maintained as a social service, particularly for rural areas which had 
no telephonic facilities. Moreover it would be very difficult to 
finance the increases needed in Post Office revenue without the large 
yield of £12 - 4 millions from the increased letter charge. In any event 
the profit on this service had been rapidly decreasing in recent years. 

(b) There was no scope for greater increases in the rates for 
parcels than the proposals envisaged. Present rates were already 
three times the pre-war figures; and the standard of the service had 
deteriorated. 



(c) i The existing special; rate for Canadian magazine pos t was 
admittedly anomalous; but to increase it at this juncture might be 
regarded by the new Canadian Government as an unfriendly gesture. 
It was agreed that this increase, which would yield only £200,000 in 
a full year, should5 ho t ;be made'. 

(d) In order to raise to 4d. the poundage on postal orders of 20^. 
statutdry authority would be required. It was agreed that.,,the 
proposals For increases :in postal order poundage should be modified 
to elimiriate ,ahy need for legislation, at the cost of a reduction by 
£750,000 in the additional revbriue envisaged by these proposals. 

(k)l!TM's re^tifction w^d^jioweVer, ' be made good by additional 
selective increased int61epn6tie'charges. The proposals in C. (57) 158 
would: reduce the differential in the ^rentals 'paid' : by business and 
pr ivate 1 subscribers; a t ; the'1 expense btf the latter. It - was therefore 
agreed^that':tne£13 tariff proposed ^orexclukivebusiness lines should 

r to !be raised '£ 14: .'! The : Pdstmasfer-Geherar would also consider 
whether ? 'sohie increase1 :  nlight 'b6'1 made in the charges for private 
branch',' exchange ; arid extension' rentals. 

In further discussion it was agreed that there would be advantage 
in an early' statement of the Government^ policy in view of the 
speculation which had already been aroused in the Press. The draft 
Parliamentary statement should be revised in order to emphasise that 
the increases in tariffs were the direct result of wage increases over 
which the' Post Office had no control and were justified by normal 
commercial principles, having regard also to the need to maintain 
certain services for reasons of general social policy. 

The statement should not, however, incorporate any pledge of 
tariff stability until March 1959. 

The C a b i n e t -
C D Approved the proposals for increased Post Office charges 

made in C. (57) 158, subject to the modifications agreed 
;ih their discussion.

(2) Invited	 the Postmaster-General, in consultation with the 
Chancellor of the Duchy of Lancaster, to revise the draft 
Parliamentary statement in the light of their discussion 
and to- submit the amended text to the Prime Minister. 

J u t e ! i. 2. The Secretary: of St ate for Scotland said that, together with 
Industry. the President; of the Board of Trade, he had met representatives of 
(Previous the jute industry and had informed them of t he : Government's 
Reference: decision to reduce the, protection which the industry at present 
C.C. (57) 52nd enjoyed. The representatives of the industry had made a strong plea 
Conclusions, for the continuance of the present arrangements, basing their case 
Minute 6.) mainly On earlier pledges by the Government; to maintain protection. 

They had, howeverj been told that they must accept the Government^ 
decision. 

It remained for consideration whether, as a possible palliative of 
' the damage: which the industry would j suffer, representations should 
be made to the Government of Pakistan to reduce the price of their 
exports of jute. 

The Cabinet— 
(1) Tbok note of this statement: 
(2) Invited	 the President of t h e Board of Trade, in consultation 

with: the Secretary 1 of S ta te : for11 Scotland, to consider 
whether any representations could usefully be addressed 
to!thei Government of Pakistan about a possible reduction 
in the price of exports of jute from Pakistan. 

Cabinet Office; S.W: I, 

17th July, 1957. 
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International 
Court of 
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(Previous 
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Defence 
Policy. 
(Previous 
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C C . (57) 51st 
Conclusions, 
Minute 5.) 

Pensions. 
(Previous 
Reference : 
C C . (57) 40th 
Conclusions, 
Minute 3.) 

1. The Cabinet were informed of the business to be taken in the 
House of Commons in the following week. 

A Motion had been tabled by Opposition Members deploring 
the refusal of the Attorney-General to grant his fiat to enable a 
convicted murderer, whose appeal had already been rejected by the 
Court of Criminal Appeal, to appeal to the House of Lords. Mr. 
Speaker was apparently prepared to rule that this Motion would 
constitute a proper subject of debate, despite the convention which 
normally debarred discussion of a capital case. The Government 
would, however, be entitled to stipulate that, if the Opposition wished 
to debate the Motion, they must do so in their own time. 

2. The Foreign Secretary recalled that the Cabinet had decided 
in April, 1956, that the terms of our acceptance of the jurisdiction of 
the International Court should be modified in order to preclude the 
possibility that an injunction might be obtained from the Court to 
prevent us from undertaking tests of nuclear weapons. Parliament 
had not been informed of this decision at the time; but a recent 
ruling of the Court would probably result in its becoming known very 
shortly. It would be desirable to maintain, in reply to any questions 
in Parliament, that our earlier view was provisional and that we had 
not yet reached a final decision on this subject. 

The Cabinet— 
Took note of this statement. 

3. The Prime Minister said that it had been suggested that the 
Parliamentary statement which he was due to make in the following 
week on the future of the Armed Forces should be followed on 
succeeding days by three further Ministerial statements about the 
future organisation of the Army, compensation for redundant officers 
and men and the arrangements for their resettlement. The practice 
of making Parliamentary statements, which merely summarised 
information which would be made available in a White Paper, was 
a relatively recent innovation and was often tactically disadvan
tageous. It might be preferable, on this occasion, to embody in a 
single announcement the main principles of the various proposals, 
leaving the details to be explained by a series of separate White 
Papers. 

In discussion, there was general agreement with this suggestion. 

The Cabinet— 
Took note that the Prime Minister would arrange for the 
various statements on defence policy which had been 
planned for the following week to be embodied in a reply to 
a single Parliamentary Question. 

4. The Cabinet had before them a memorandum by the Home 
Secretary (C. (57) 165) on old-age pensions. 

The Home Secretary said that it would shortly be necessary to 
announce an increase in the National Insurance pension, to operate 
in the spring of 1958. This increase, in terms of the pension for a 
single person, might be either 5s. or 10s. The former would suffice 
to preserve the real value of the pension as established in 1955; the 
latter would represent an improvement in that value beyond any 
standard hitherto adopted and would make it possible, in addition, to 
abolish the tobacco concession. 



Further examination had shown that, if this improvement was 
to take effect in the near future, as was clearly desirable, it could not 
be accompanied by the introduction of a new system of pensions 
related to earnings. Nevertheless, there was a strong case for 
establishing such a system. The National Insurance scheme was 
placing an increasing burden on the Exchequer, and it was essential 
that some relief from this burden should be devised. Moreover, 
the application of the principle of insurance on a scale more generous 
than that provided by the National Insurance scheme was becoming 
increasingly attractive to public opinion. The Committee on National 
Insurance, under his chairmanship, had therefore examined the 
various forms which a scheme of this kind might take and had come 
to the conclusion that, on balance, the proposals outlined in C. (57) 
165, based on graduation of both contributions and benefits in 
relation to earnings, would be the most advantageous. These 
proposals had the advantages that they would leave scope for the 
activities of the insurance companies; that they should produce, in 
due course, a substantial surplus of income over expenditure which 
would benefit the Exchequer; and that, administratively, they would 
be simpler to operate than any other scheme which had so far been 
devised. Certain members of the Committee, however, believed that 
the proposals should incorporate a provision enabling individuals 
participating in approved occupational pension schemes to contract 
out of the graduated element in the benefits of the new scheme. The 
financial implications of such a provision might be serious and would 
need careful examination. 

If the Cabinet approved in principle the outline scheme which 
the Committee had prepared, it would be necessary to work out in 
greater detail the precise form which it should take and to ascertain 
the probable reactions of the insurance companies and possibly the 
Association of Superannuation Funds to its introduction. The 
insurance companies had indicated informally that they were not 
unduly alarmed about the possible effect on their own interests of the 
proposals in their present form. But it would be necessary to discuss 
more fully with them the implications both of the scheme as a whole 
and of any provision which it might incorporate to enable individuals 
covered by occupational schemes to contract out of it. 

The Minister of Pensions said that an increase of \0s. in the 
National Insurance pension would, for the reasons given by the Home 
Secretary, be preferable to an increase of 5$. It would be possible 
to bring this increase into effect in December, provided that the 
announcement was made before the summer recess and the necessary 
legislation was dealt with expeditiously in the autumn. There would 
be some advantage in accelerating the introduction of the increased 
pension in that it appeared almost certain that National Assistance 
rates would also be increased in the late autumn. 

As regards the scheme for graduated pensions outlined in C. (57) 
165, his own preference would have been for an alternative scheme 
which would have provided greater scope for the independent 
operation of the insurance companies. If, however, the Cabinet 
favoured a scheme on the lines indicated by the Home Secretary, it 
would be essential, in his view, that its intrusion upon the private 
sector should be mitigated by a provision enabling individuals 
participating in private occupational pension schemes to contract out 
of the graduated element in the new scheme. 

The Minister of Labour said that he agreed with the Minister of 
Pensions. The Governmenfs supporters were likely to regard it as 
a question of principle that individuals earning more than £8 a week 
should have the opportunity to choose between contributing to a 
Government scheme or making their own arrangements with the 
insurance companies or under their own occupational pension 
schemes. 

The Chancellor of the Exchequer said that an increase of \0s. in 
the National Insurance pension would be more inflationary in its 



Muscat 
and the 
Oman. 
(Previous 
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C M . (55) 43rd 
Conclusions, 
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C M . (56) 53rd 
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impact on the economy than an increase of 5s. And it would, for the 
first time, increase the real value of the pension above the subsistence 
level to which it had hitherto been related. In view of the fact that, 
if and when a new scheme of graduated pensions was introduced, 
public	 opinion would expect the National Insurance pension to be 
increased again, there would be considerable advantage in restricting 
the present increase to 5.v. 

The proposals for a graduated pension scheme would need 
further examination, since it was desirable that the Government 
should not appear to be attempting merely to outbid the 
supplementary pension scheme recently published by the Opposition 
but should be seen to be sponsoring proposals which were financially
sound. The question whether individuals should have a right to 
contract out of the scheme should be decided in the light of the views 
of the insurance companies and of considerations of administrative 
practicability. 

The Prime Minister said that there would be advantage in 
increasing the National Insurance pension by an amount designed to 
avoid the need for any further increase during the life-time of the 
present Parliament. This decision would, however, need further 
thought, together with the separate but related decision on the 
introduction of a graduated pension scheme. If such a scheme was 
introduced, it would also be necessary to decide whether it should 
incorporate a provision enabling individuals to contract out of it, 
on the lines indicated by the Minister of Pensions. The more 
considered views of the insurance companies would need to be 
obtained before the Cabinet could reach final decisions on these 
questions. It was clear that any graduated pension scheme could not 
operate during the life-time of the present Parliament. There might 
be some advantage in the Governmenfs having enacted the necessary 
legislation before the end of the Parl iament; but it would be for 
consideration whether the Bill need be introduced in the very near 
future. It would, however, be desirable that the Cabinet should reach 
an early decision in principle on this scheme since, if it was to be 
eventually put into effect, the increase in contributions which would 
need to accompany an increase in the National Insurance pension 
would be rather smaller than would otherwise be necessary. Further 
thought should also be given to the possibility of bringing into 
operation by Christmas whatever increase in the National Insurance 
pension was finally approved by the Cabinet. 

The C a b i n e t 
(1)	 Invited the Home Secretary, in consultation with the Minister 

of Labour and the Minister of Pensions, to arrange for 
further consultation with representatives of the insurance 
companies on the lines indicated in their discussion. 

(2) Invited the	 Minister of Pensions to examine the possibility 
of bringing into effect an increase in the National 
Insurance pension by Christmas. 

(3) Agreed to resume their discussion at a subsequent meeting. 

5. The Prime Minister said that a potentially serious situation 
had arisen in central Oman, where certain tribesmen, with Egyptian 
and Saudi Arabian support, had revolted against the Sultan of 
Muscat, who had appealed for our assistance. We had no formal 
responsibility to protect the Sultan except against external aggression. 
Nevertheless, we had supported him in connection with the dispute 
over Buraimi, and we should continue to give him such help as we 
could. Our assistance could take a number of unprovocative forms, 
e.g., the movement of a company of British troops to secure Buraimi; 
the supply of stores and arms by air to those of the Sultan's forces 
who had been cut off; the employment of the Trucial Oman Scouts, 



at the discretion of their British Commanding Officer, to support the 
Sultan's t roops; the despatch of a second frigate to patrol the coast; 
and the provision of financial assistance. The Defence Committee 
h a d agreed, at a meeting earlier that day, that action on these lines 
should be taken. It was more arguable, however, whether, in 
response to a request from the Sultan, we should also authorise the 
bombardment from the air of certain forts held by the rebels. 
Action of this kind would be liable to provoke an adverse reaction 
from the United States and the United Nat ions; and it would be 
particularly Unfortunate if it alienated the Arab League at a time 
when Arab sympathy with Egypt was in general diminishing. On the 
other hand, a clear demonstration of our ability to support our allies 
in an emergency would reinforce our prestige in the area; and prompt 
action on a limited scale might put an end to a rebellion which we 
might have much greater difficulty in repressing later. 

The Foreign Secretary said that, if we resorted to aerial 
bombardment, we should be liable to be more sharply criticised by 
international opinion than if we confined ourselves to the use of 
ground troops. Moreover, it was open to question whether an initial 
bombardment of the kind proposed would suffice to quell the rebellion 
or whether it would have to be followed by further operations of the 
same kind. Nevertheless, if the military authorities regarded air 
action as essential in the circumstances, the risk of unwelcome 
political repercussions could, on balance, be accepted. 

In discussion some doubt was expressed whether we should 
employ aerial bombardment if ground forces would eventually, 
though over a long period, be capable of crushing the revolt. The 
mere containment of the rebel forces on the ground might not, of 
course, suffice to end the dispute; and there was some risk that, in 
the interval, the rebels would secure some degree of recognition as 
an independent State, a situation which would be liable to cause us 
considerable political embarrassment. It was agreed, therefore, that 
the Air Officer Commanding should be given discretion, in 
consultation with the acting Political Resident, to carry out aerial 
bombardment of a selected fort or forts in the area held by the rebels, 
provided that such action was taken only in support of a plan agreed 
with the Sultan of Muscat for a fresh attack by his ground forces; 
that it was necessary, in the opinion of the Air Officer Commanding, 
to take offensive air action as part of such a plan; that the 
bombardment would be confined to the use of rockets, not bombs; 
and that the inhabitants of the area concerned would be given 
adequate advance warning. 

It would be desirable that the United States Government should 
be informed of our intervention in this dispute. But steps should be 
taken to prevent, so far as possible, any impression arising, either in 
the United States or in this country, that this incident provided 
grounds for international concern. It should be represented as a 
minor outbreak of local trouble with which we were dealing on 
routine precautionary lines. 

The Cabinet— 
(1) Invited the	 Minister of Defence to inform the Air Officer 

Commanding that he was authorised to conduct, at his 
discretion, an aerial bombardment of the area in central 
Oman occupied by the rebels, subject to the conditions 
agreed in their discussion. 

(2) Invited	 the Foreign Secretary to arrange for the United 
States Government to be informed in general terms of the 
action which we were proposing to take to assist the 
Sultan Of Muscat to suppress this revolt. 

Cabinet Office, SWA, 
18th July, 1957. 
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Economic.: rods fn5)ff*4*r;---Xhe;,£)atoinet^--had-:-bef0Ee them a memorandum by the 
^uatfpn.; , , Chancclior of the Exchequer; (C. :(57) 168) about inflation. 
:(Previous:^. giJ*yr)iqfftb' ddi ijJivrsa&KO 31 ' - V : U."Xi;. 
References: T/?e Chancellor of the Exchequer said, that,, although the 
G.e; (57). 36th economic, situation of the country in general was not. unsatisfactory, in 
Conclusions. that exports were rising and "the gold and dollar reserves were 
Minute 4; and increasing, inflation remained a continuing threat to economic 
:C:G ;̂ (57) :52nd..stability. \ In 1956-57 the purchasing power of the community had 
d l i  ̂ ^ ^ s w  ̂ ^ ^ ^ i ^ r t l ^ ^ less than £900 millions as a result of wage 
Minute-5.)-- increases,'and this had been followed by a further £500 millions in the 

- ' ' : current; !ye'ar: Since production had not achieved a corresponding 
expansion, prices had inevitably risen, the internal purchasing power 
of the pound had fallen and the general, public were becoming 
increasingly concerned about the political and social implications of 
this economic malaise. 

The action which the Government could take to arrest a 
recurrence of inflationary pressure embraced several different types of 
measure. It would be important that Government expenditure next 
"year should be kept within the total provided in the current year's 
Estimates and that all inescapable increases should be met by 
offsetting economies. At the same time the restriction of credit 
should be maintained; and, pending a general review of the investment 

.... programme, no further proposals involving significant increases in 
public investment should be accepted. Existing methods of credit 
restriction had probably been taken very near the limit of what could 

/ ^ be achieved by voluntary methods. The Government should not seek 
to interfere with price changes which resulted from recent increases in 

. : costs; but public employers and the nationalised industries should be 
encouraged to concede no further increases in wages and salaries, 
whether direct or indirect, until further notice. Action of this kind 
Would be.more likely to be effective than haphazard adjustments of 
the investment programme at short notice or arbitrary increases in 
taxation. In addition, however, the general public should be 
encouraged and assisted to appreciate the connection between 
increases in costs, particularly wages, and the consequential increases 
in prices; and for this purpose the Government should adhere to their 
earlier proposal to establish a new advisory body on wages and 
prices. 

Measures of this kind constituted the most appropriate action 
which the Government could take within the existing framework of 
their economic policy. Indeed, no other course was open to them 
unless they were prepared to adopt a wholly different approach to the 
problem of inflation and to have recourse to such measures as direct 
control over the monetary system. Control over the supply of money 
at its source had hitherto been regarded as inconsistent with their 
political principles. The extent to which such measures would have 
to be pressed in order to achieve the desired result was often under
estimated; If they were adopted, there would be pressure to use them 
in the public as well as in the private sector. 

' ' i  T h  e Minister of Labour said that it would be dangerous to r 

over-estimate the effectiveness of any influence which the Government 
could exert in wage negotiations. The theory that increases in wages 
merely provoked further increases in prices was not acceptable to the 
trade unions, who regarded the former as justified by, rather than the 
cause of, the latter. In the light of the new movement of expansion 

, in the economy and the rising level of profits, it was unrealistic to 
suppose that the unions would be easily persuaded of the need for 

: " . "wage restraint. In these circumstances it would be unwise to seek 
to influence public employers and the nationalised industries against 
the grant of any further increases in wages and salaries, especially 
since levels of remuneration were often fixed by arbitration procedures 
over which neither the Government nor the employers had any 
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f ; 4 : ' . 
control. It would be undesirable that the Government should be seen 
to be adopting a partisan attitude in the settlement of wage claihis'or 
appear to be making common cause with the employers against the 
interests of the work-people. Such influence as.the Government could 
safely exert in this matter should be brought to bear through informal 
contacts with the leaders of both sides of industry, through suitable 
public speeches by Government spokesmen from time to time, and 
through a continuing effort to secure that future wage settlements 
should recognise the need for a reasonable period of wage stability 
before fresh claims were put forward and should incorporate 
provisions looking to the gradual elimination of restrictive practices. 

On the other hand, it was urged that it was impossible for the 
Government to adopt a wholly neutral attitude on so critical an issue 
as the relation between wages and prices. Whatever the methods 
employed, the Government should go as far as possible in the 
direction of influencing public employers and the nationalised 
industries to concede no further increases in wages and salaries and 
should, in particular, seek to reassure employers generally that, if they 
stood firm against claims for such increases, they would have the full 
support of the Government. It would not necessarily be politically 
disadvantageous if, as a result, labour discontent culminated in a 
strike. An inter-departmental enquiry into the probable consequences 
of a strike in one or more of the major industries had recently been 
completed, and the report of this enquiry would be relevant to the 
Governmenfs attitude towards any labour unrest which might 
develop during the autumn. Without prejudice to the conclusions of 
this report, however, it could be argued that the risk of a strike might 
well need to be accepted if a more realistic wages policy was to be 
established. At present, neither the employers nor the unions were 
seriously affected by inflation. It was the relatively small, though 
politically significant, section of the community living on fixed 
incomes which suffered from the continuing decline in the purchasing 
power of the pound. In order, therefore, to convince the great 
majority of public opinion of the folly of exaggerated wage claims, it 
might be necessary, sooner or later, for the Government to face and 
overcome a major strike in a case where a claim was wholly and 
demonstrably unjustified. Against this contingency, however, it 
would be desirable to ensure that the standing inter-departmental 
machinery for dealing with emergencies of this nature was ready for 
action, if necessary; and consideration might also be given to the most 
desirable pattern of distribution of supplies of essential commodities 
throughout the country. 

Discussion showed that there was general agreement that, in the 
meantime, while the Government should maintain their practice of not 
intervening in individual wage disputes, public employers, nationalised 
industries and private industry should be advised that it was the 
Governmenfs view that wage increases unrelated to increases in 
production were damaging to the economy. 

The suggestion was also made that consideration might now be 
given to the possibility of introducing some measures of direct control, 
both over imports and possibly over the monetary system as a whole. 
On the other hand, it was argued that control over imports would tend 
to increase, rather than diminish, the inflationary pressure, while the 
use of the Governmenfs power to issue directions to the clearing 
banks would be so contrary to the economic policy with which the 
Government was identified that it could not lightly be contemplated. 

Finally, it was recognised that, although Government expenditure 
should be limited as strictly as possible, it could not be reduced 
without unwelcome consequences, both social and economic. To 
some extent, criticism of the level of Government expenditure was 
artificially stimulated by the Press and diverted the attention of the 
general public from the cardinal issue of wages policy. It would 
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perhaps be desirable to take steps to inform the public more 
accurately of the disadvantages which they would suffer if Govern
ment expenditure were drastically reduced and of the extent to which 
inflationary pressure was caused primarily by increases in wages not 
matched by corresponding increases in output. 

The Prime Minister, summing up the discussion, said that there 
might be room for an intensification of the restriction of credit in the 
private sector, and the possibilities of action to this end should be 
considered. In particular, the evasion of capital issues control by 
means of " take o v e r " bids should be closely examined. The 
investment programme should be reviewed in the autumn, with a view 
to ascertaining how far it could be extended over a rather longer 
period than was at present envisaged. The Cabinet would also need 
to consider whether it would be possible, in the last resort, for the 
Government to withstand industrial unrest on the scale of a 
widespread strike. In the meantime, however, all possible steps 
should be taken to encourage the growing awareness on the part of 
the general public of the inflationary risks of successive wage increases 
not matched by corresponding increases in production; and the work
people themselves should be helped to realise that it was in their own 
interests, and not merely to the advantage of the relatively small 
section of the community which was dependent on fixed incomes, to 
observe reasonable restraint in claims for increased remuneration. 
The Government should adhere to their general economic policy; in 
particular, they should not relax its pressures as soon as some signs of 
disinflation began to appear. 

The C a b i n e t 
(1) Took note of C. (57) 168. 
(2) Invited the Chancellor of the Exchequer to consider what 

'	 further intensification of the restriction of credit in the 
private sector might be possible, particularly in connection 
with " take over " bids. 

(3) Agreed to resume their discussion at a subsequent meeting. 

2. The Cabinet had before them a memorandum by the Minister 
of Transport (C. (57) 170) on the allegations of administrative 
incompetence and waste which had been brought against the British 
Transport Commission (B.T.C.) by a Mr. Gethin, one of their former 
senior employees. 

The Minister of Transport said that he was satisfied, after 
 discussion with the Chairman of the B.T.C., that the Commission^ 

purchasing policy was . soundly devised and that a report on 
Mr. Gethin's allegations which the Commission were about to submit 
to him would effectively disprove the charges of inefficiency and waste. 
It would, however, be desirable that both the allegations and the 
Commission^ rebuttal should be submitted to independent scrutiny. 
He therefore proposed to arrange that the B.T.C. should themselves 
suggest, as they were willing to do, that their report should be 
submitted to independent verification. This investigation would be 
carried out by a financial expert of acknowledged standing, and it 
would be desirable that his findings should, if possible, be made 
available to Parliament before the summer recess. 

The Cabinet were in general agreement with this proposal. It 
would, however, be preferable to avoid any impression that the 
proposed investigation would be carried out in a perfunctory manner; 
and it should therefore suffice, at the present stage, merely to 
announce that the matter would be submitted to independent enquiry. 



The Cabinet— 
Authorised the Minister of Transport, taking into account 
the points made in their discussion, to announce in 
Parliament in due course that the report of the British 
Transport Commission on the allegations of administrative 
incompetence and waste which had been brought against 
them would be submitted to independent verification. 

M a , t a  - 3. The Cabinet had before them a memorandum by the 
(Previous Colonial Secretary (C. (57) 169) about the possible resumption of 
Reference : negotiations with the Government of Malta. 
C C . (57) 43rd 
Conclusions, The Colonial Secretary said that the arrival in London of the 
Minute 9.) Prime Minister, Mr. Mintoff, suggested that the Maltese Government 

were anxious to find a basis on which negotiations might be resumed. 
It was desirable that we should respond to any initiative of this kind. 
If so, however, it would be necessary to consider some modification 
of the proposals which we had put forward in April. We must adhere 
to our stipulation that the United Kingdom Government could not 
guarantee the attainment of economic equivalence between Malta and 
this country. If, however, Mr. Mintoff would accept this fundamental 
condition, we should be prepared to offer some improvement in the 
wording of the preamble to the proposed economic arrangements, a 
modest increase in the percentage grants for education and an 
arrangement for a biennial commission to review economic progress in 
Malta. 

The Chancellor of the Exchequer expressed some doubts about 
the wisdom of reopening negotiations on this basis. The proposed 
preamble to the statement of the economic arrangements could be 
interpreted as almost tantamount to a guarantee of economic 
equivalence. The Maltese Government would concentrate their 
attention on ensuring that the efforts of any advisory commission to 
review progress were directed at transforming this implied guarantee 
into a reality. 

The Lord Chancellor said that, on the details of the new 
proposals, the proposed amendments to the wording of the preamble 

. would not affect its substance; the cost of the additional grant for 
education would amount to million a year for five years, and 
perhaps a somewhat larger sum thereafter; and the proposed new 
commission should have only an advisory status. It was essential, 
however, that the problem of Malta should be considered not in 
isolation, bu t in the context of the manifold difficulties which the 
Western Powers were currently experiencing in the Mediterranean. 
There was no certain prospect as yet that stability would be restored 
either in Cyprus or in French Nor th Africa; and in these 
circumstances it was incumbent on us to spare no reasonable effort 
to promote a settlement with Malta. 

In discussion there was general agreement that it would be wise 
to take advantage of the presence in London of the Prime Minister of 
Malta to resume negotiations about the future of the Island. 

The C a b i n e t -
Authorised the Colonial Secretary to resume negotiations 
with the Prime Minister of Malta on the basis outlined in 
C. (57) 169. 
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3 CC. (56) 57 

Muscat 1. The Foreign Secretary said that no further news had been 
and the received about the operations in Oman. Despite the rumours which 
Oman. were appearing in the Press, there was no question at the moment of 
(Previous British ground forces being despatched to support the Sultan of 
Reference : Muscat; but it might be desirable to emphasise, in reply to Questions 
C C . (57) 54th in Parliament,, the value of the assistance which we were providing to 
Conclusions, the Sultan in other ways. The United States Government, who had 
Minute 5.) been informed of our intentions, had so far refrained from comment; 

but we should need to bear in mind their concern to maintain good 
relations between the Western Powers and Saudi Arabia. 

In discussion there was general agreement with these views. It 
was suggested, however, that, in view of the risk that the incident 
might be deliberately magnified into an occasion of international 
tension, we should ascertain more precisely how far we should be 
entitled under international law to take action in support of the 
Sultan. 

The C a b i n e t -
Invited the Foreign Secretary to arrange for an examination 
of the extent to which We should be entitled, under 
international law, to take action in support of the Sultan of 
Muscat. 

s t * e  l 2. The Chancellor of the Exchequer said that the Steel Board 
Prices. had proposed to announce on 24th July an increase in steel prices. In 
(Previous view of the debate on the economic situation on 25th July, it would 
Reference: be desirable that this announcement should be deferred until the 
C C . (57) 49th afternoon of that day, when it could also be mentioned by 
Conclusions, Government spokesmen during the debate. The Steel Board had 
Minute 6.) accepted this postponement. 

The Cabinet— 
Took note of this statement. 

Industrial 3. The Home Secretary said that the strike of workers in Covent 
Disputes. Garden appeared to be gradually extending to the lorry drivers, and 
(Previous there were signs of a shortage of potatoes in London. The 
Reference: Emergencies Committee had the situation under review. 
C C  . (57) 52nd 
Conclusions, 
Minute 4.) 
Covent 
Garden. 

Provincial The, Minister of Labour said that the Industrial Disputes 
Bus Workers. Tribunal would meet on 24th July to consider the wage dispute in the 

provincial bus services and were iikely to announce their findings on 
25th July. Even though the Transport and General Workers ' Union 
had refused to be bound by these findings, there were grounds for 
hoping that the Tr ibunals award might provide the basis of a 
settlement. 

B r i t i s h 4. The Minister of Transport said that the report which he had 
Transport  received from the British Transport Commission appeared to n o w

Commission. constitute a satisfactory rebuttal of the charges of waste and 
(Previous inefficiency brought against them by Mr. Gethin, one of their former 
Reference : employees. With the consent of the Commission, he had arranged 
C C . (57) 55th for the report to be referred to Sir Harold Howitt for independent 
Conclusions. verification. Sir Harold Howitfs investigation would not only cover 
Minute 2.) the specific charges which had been brought against the Commission, 

but would also include an examination of their purchasing policy as 



Pensions. 
(Previous 
Reference 

. a whole. Both the Commission^ report and the result of Sir Harold 
Hbwit fs enquiry would be published. 

The Cabinet— 
Took note, with approval, of this statement by the Minister 
of Transport. 

5. The Cabinet had before them a memorandum by the 

Prime Minister (C. (57) 176) about pensions. 


The Prime Minister said that, on further reflection, he had come 

to the conclusion that the legislative action required to effect an 

improvement in pensions should proceed in two stages. The first Bill 

should be confined to the National Insurance pension and should be 

introduced at the opening of the next session, in time to enable the 

increased pension to be brought into effect, if possible, by Christmas. 

The precise amount of the new rate of pension would need to be 

further considered. It would also be necessary to decide the revised 

rate of contribution, which would depend to some extent on the 

content of any scheme of supplementary pensions which the Cabinet 

might decide to adopt, If the revised contribution was to take effect 

as soon as possible after the increase in the pension, the printing of 

the necessary stamps would have to be commissioned by about the 

middle of September, and the risk that the Governmenfs intentions 

might, as a result, be prematurely disclosed would have to be accepted. 


The Minister of Pensions said that, if an increased pension was 

to be payable by Christmas, it would be necessary to announce in the 

first week of November that pensioners must produce their pension 

books to be re-rated. Such an announcement would not merely 

anticipate the Second Reading of the Bill but would also preclude the 

Government from accepting any amendment of the Bill during its 

passage through Parliament. 


In discussion there was general agreement that it would be 
advantageous if the increase in the rate of pension could take effect 
by Christmas, particularly in view of the desirability of arranging for 
this increase to become operative at much the same time as the 
increase in National Assistance rates which would almost certainly 
be necessary before the end of the year. On this hypothesis, however, 
it would be necessary either to arrange for existing stamps to be 
over-stamped by Post Offices or to put the printing of new stamps in 
hand within the next few weeks with the risk that, if the Bill was 
subsequently amended by Parliament, a certain amount of nugatory 
expenditure would have to be accepted and the increase in pension 
would have to be postponed until the spring of the following year. '\ 
But the responsibility for this delay would be seen to attach not to 
the Government but to those who, by their amendment of the Bill, 
had frustrated the Governmenfs desire to enable the pensioners to 
benefit as rapidly as possible from the increase in pension. 

The decision on the amount of the increase in both pension and 

contribution could not, however, be taken until it had been decided 

whether a supplementary pensions scheme should be introduced. An 

increase in the rate of pension for a single man by \0s. would provide 

some margin of insurance against a further rise in prices. On the 

other hand it would be considerably more inflationary in its impact 

on the economy than an increase of only 5s.; and it was doubtful 

whether it should be conceded unless the Cabinet were prepared to 

take a firm decision to introduce a supplementary pensions scheme 

which would afford significant relief to the Exchequer. In this 

connection the Cabinet were informed that the representatives of the 

insurance companies, who had been informally consulted about the 

graduated scheme of supplementary pensions which the Government 

had in mind, had indicated that they were not unduly concerned 
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about its probable effect on their own interests and that they would 
probably not wish the scheme to be complicated by a provision 
whereby individuals already participating in approved occupational 
pension schemes should be entitled to contract out of the graduated 
element in the benefits of the new scheme. 

The Prime Minister said that, in the light of the discussion, the 
Cabinet would need to give further consideration to the complex of 
issues involved. It would be necessary to reach decisions on these 
before the summer recess. 

The Cabinet— 
(1) Invited the	 Minister of Pensions, in consultation with the 

Postmaster-General, to give further consideration to the 
practicability of the administrative arrangements which 
would be needed to enable an increase in the National 
Insurance pension to take effect by Christmas. 

(2) Agreed to resume their discussion at a subsequent meeting. 

6. The Commonwealth Secretary said that the draft White 
Paper annexed to C. (57) 160 on the role of the United Kingdom in 
Commonwealth economic development had been extensively revised 
after further consideration by the Economic Policy Committee. It 
was desirable, however, that it should end on the most constructive 
note possible, and the concluding paragraphs of the amended version 
annexed to E.A. (57) 93 were being further revised for that purpose. 
It was proposed that the White Paper should be published on 
30th July. 

The Chancellor of the Exchequer said that he had had an 
opportunity to explain to the Governmenfs supporters the 
considerations which must influence the Governmenfs policy for 
Commonwealth economic development and he was satisfied that the 
financial limitations on the United Kingdonfs contribution were now 
more widely appreciated. Nevertheless, the publication of the White 
Paper would serve a valuable purpose. 

The C a b i n e t -
Authorised the publication, in the following week, of the 
White Paper on the United Kingdonfs role in Common
wealth economic development in its revised form. 

7. The Cabinet had before them a note by the President of the 
Board of Trade (C. (57) 164) about Anglo-Canadian trade. 

The President of the Board of Trade said that it was essential 
that the Government should make a constructive response to the offer 
by the Prime Minister of Canada to divert $625 millions of Canadian 
imports from the United States to the United Kingdom. As 
compared with 1937 the proportion of our exports to Canada which 
now qualified for preferential treatment had fallen from 88 per cent, 
to 80 per cent., while the average margin of preference had declined 
from 23 per cent, to 10 per cent. There would be advantage, 
therefore, in seeking to negotiate a new and more favourable trade 
agreement with the Canadian Government, It would be open to us 
in return to assist Canadian exports to the United Kingdom by 
relaxing certain of our restrictions on dollar trade. It would be 
prudent, however, to ascertain what additional opportunities Canada 
would be willing to provide for our exports before entering into any 
discussion of specific measures to assist Canadian exports to this 
country. As we imposed fewer restrictions than Canada on trade 
between the two countries, it would be to our interest to respond to 
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about its probable effect on their own interests and that they would 
probably not wish the scheme to be complicated by a provision 
whereby individuals already participating in approved occupational 
pension schemes should be entitled to contract out of the graduated 
element in the benefits of the new scheme. 

The Prime Minister said that, in the light of the discussion, the 
Cabinet would need to give further consideration to the complex of 
issues involved. It would be necessary to reach decisions on these 
before the summer recess. 

The Cabinet— 
(1) Invited	 the Minister of Pensions, in consultation with the 

Postmaster-General, to give further consideration to the 
practicability of the administrative arrangements which 
would be needed to enable an increase in the National 
Insurance pension to take effect by Christmas. 

(2) Agreed to resume their discussion at a subsequent meeting. 

6. The Commonwealth Secretary said that the draft White 
Paper annexed to C. (57) 160 on the role of the United Kingdom in 
Commonwealth economic development had been extensively revised 
after further consideration by the Economic Policy Committee . It 
was desirable, however, that it should end on the most constructive 
note possible, and the concluding paragraphs of the amended version 
annexed to E.A. (57) 93 were being further revised for that purpose. 
It was proposed that the White Paper should be published on 
30th July. 

The Chancellor of the Exchequer said that he had had an 
opportunity to explain to the Governmenfs supporters the 
considerations which must influence the Governmenfs policy for 
Commonwealth economic development and he was satisfied that the 
financial limitations on the United Kingdonfs contribution were now 
more widely appreciated. Nevertheless, the publication of the White 
Paper would serve a valuable purpose. 

The Cabinet— 
Authorised the publication, in the following week, of the 
White Paper on the United Kingdom^ role in C o m m o n 
wealth economic development in its revised form. 

7. The Cabinet had before them a note by the President of the 
Board of Trade (C. (57) 164) about Anglo-Canadian trade. 

The President of the Board of Trade said that it was essential 
that the Government should make a constructive response to the offer 
by the Prime Minister of Canada to divert $625 millions of Canadian 
imports from the United States to the United Kingdom. As 
compared with 1937 the proportion of our exports to Canada which 
now qualified for preferential treatment had fallen from 88 per cent, 
to 80 per cent., while the average margin of preference had declined 
from 23 per cent, to 10 per cent. There would be advantage, 
therefore, in seeking to negotiate a new and more favourable trade 
agreement with the Canadian Government. It would be open to us 
in return to assist Canadian exports to the United Kingdom by 
relaxing certain of our restrictions on dollar trade. It would be 
prudent, however, to ascertain what additional opportunities Canada 
would be willing to provide for our exports before entering into any 
discussion of specific measures to assist Canadian exports to this 
country. As we imposed fewer restrictions than Canada on trade 
between the two countries, it would be to our interest to respond to 
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any readiness on the part of the Canadian Government to modify 
their tariffs in our favour; and, if the Canadian Government proved 
unexpectedly generous in this respect, it might even be possible to 
contemplate the creation of a free trade area embracing the two 
countries. 

In discussion there was general agreement that, in principle, we 
should welcome the initiative by the Prime Minister of Canada. It 
would be desirable to make an appropriate reference to this initiative 
in the debate on the economic situation on 25th July. Thereafter ii 
would be necessary to give further consideration to the possible 
courses of action summarised in C. (57) 164 before entering into any 
definite discussions with the Canadian Government. It seemed 
unlikely that the Canadian Government would be prepared to 
contemplate the competition to which Canadian industry would be 
exposed if Canada entered a free trade area. On the other hand, they 
were greatly concerned about the increasing degree of control which 
United States interests were acquiring over Canadian resources; and 
they might be prepared to establish closer economic links with this 
country in various ways. The possibilities in this respect should be 
further explored by officials. 

The Cabinet— 
(1) Invited the President	 of the Board of Trade, in consultation 

with the Chancellor of the Exchequer, to arrange for a 
more detailed examination to be made of the possibility 
of increasing Anglo-Canadian trade. 

(2) Invited the Chancellor of the Exchequer	 to make, during the 
forthcoming debate on the economic situation, an 
appropriate reference to the recent initiative by the Prime 
Minister of Canada. 

8. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (57) 173) discussing the issues 
involved in regulating imports of cotton textiles from India. Pakistan 
and Hong Kong. 

The Chancellor of the Exchequer said that the cotton industries 
of India and Pakistan would be willing to enter into a voluntary 
agreement for regulating their exports to the United Kingdom, 
provided that the Hong Kong industry would participate in such an 
arrangement. The Hong Kong interests were, however, unwilling to 
do so and the Cotton Board were now urging that Her Majesty\s 
Government should publicly endorse the need for a voluntary 
agreement between the industries concerned. Any such statement 
would imply that the Government would be prepared to invoke the 
machinery of import licensing to the extent which might be necessary 
to implement the agreement. 

The Economic Policy Committee had been unable to agree or. 
the desirability of action on these lines. There was as yet no 
unemployment in Lancashire which could be attributed to the increase 
in imports of cotton goods from these countries. On the other hand 
there was no prospect that United Kingdom industry would be able 
to withstand indefinitely the unrestricted competition of goods 
produced in the Asiatic Commonwealth countries where an entirely 
different standard of living prevailed ; and eventually the Government 
of the day might find themselves compelled to impose some limit on 
imports of this kind. It could therefore be argued that, on balance, 
it would be to the advantage of the Hong Kong industry to collaborate 
with the industries of India and Pakistan in operating a voluntary 
agreement which would enable them to preserve the share of the 
United Kingdom market which they had already obtained. 



The Colonial Secretary said that he was unable to support such a 
view. The problem of the competition of manufactured goods from 
the Asiatic Commonwealth countries in the United Kingdom and 
other Commonwealth markets would eventually need to be tackled 
comprehensively. I t was not a problem which could be settled 
piecemeal, and the adoption of import licensing for cotton textiles 
from Hong Kong would lead to claims by other United Kingdom 
industries for similar protection. We should feel obliged to come to 
the defence of Hong Kong under the General Agreement on Tariffs 
and Trade against arrangements made by other countries to restrict 
by means of import licensing the import of Hong Kong goods, and 
we could scarcely agree to be a party to a similar arrangement 
ourselves. 

The President of the Board of Trade said that it was essential that 
the Government should maintain a reasonable balance between the 
legitimate interests of the other Commonwealth countries involved 
and those of this country itself. The threat of increasing and 
unrestricted imports of textiles was impeding both recruitment of 
labour and investment of capital in the Lancashire industry. More
over, the sole question now at issue was whether the Government 
should intervene to encourage the negotiation of a voluntary agree
ment and to facilitate its implementation; and this step could be 
clearly distinguished, from a unilateral decision to impose import 
restrictions. 

The Prime Minister said that it would be reasonable for the 
Government to offer their assistance in implementing a voluntary 
agreement. The question whether they should exert any pressure on 
Hong Kong to participate in such an agreement was more difficult. 
It would seem justifiable, however, to warn both the Government and 
the industry in Hong Kong of the possible repercussions on the 
principle of free entry of Commonwealth poods if imports of 
particular commodities were allowed to endanger too acutely the 
stability of industries in the United Kingdom, and to suggest to them 
that it was to their advantage to safeguard their interests by entering 
into a voluntary agreement at a time when the United Kingdom 
industry was prepared to contemplate a relatively generous quota ("or 
their exports. 

Discussion showed that there was considerable support in the 
Cabinet for this view. It was agreed that the matter should be further 
discussed on these lines with the Governor of Hong Kong during the 
course of his visit to this country. 

The Cabinet— 
Invited the Chancellor of the Exchequer, the Colonial 
Secretary and the President of the Board of Trade to 
represent to the Governor of Hong Kong, on the lines 
indicated by the Prime Minister, the arguments for 
encouraging the cotton textile industry in Hong Kong to 
enter into a voluntary agreement for the regulation of their 
exports to the United Kingdom. 

Cabinet Office, S.W.1. 
23 rd July, 1957. 



T H I S D O C U M E N T I S T H E P R O P E R T Y O F H E R B R I T A N N I C M A J E S T V S G O V E R N M E N T 

Printed for the Cabinet. July 1957 

SECRET 	 Copy No.
C C . (57) 
57th Conclusions 

CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at 10 Downing Street, S.W. 1, 

on Thursday, 25th July, 1957, at 11 a.m. 

Present: 
T h e Right Hon. H A R O L D MACMILLAN , M.P., Prime Minister 

The Right Hon. VISCOUNT K ILMUIR, The Right Hon. ' S E L W Y N LLOYD , Q.C., 
Lord Chancellor. M.P., Secretary of State for Foreign 

Affairs (Items 1-5). 
The Right Hon. PETER THORNEYCROFI 1 , The Right Hon. The EARL OF H O M E , 

M.P., Chancellor of the Exchequer. 	 Secretary of State for Commonwealth 
Relations and Lord President of the 
Council. 

The Right Hon. ALAN L E N N O X - B O Y D , The Right Hon. J O H N MACLAY, M.P.. 
M.P., Secretary of State for the Secretary of State for Scotland. 
Colonies. 

The Right Hon. DUNCAN S A N D Y S , M.P., The Right Hon. Sir D A V I D E C C L E S , 

Minister' of Defence. M.P., President of the Board of Trade. 
The Right Hon. D. HEATHCOAT A M O R Y , The Right Hon. H E N R Y BROOKE , M.P., 

M.P., Minister of Agriculture, Fish- Minister of Housing and Local Gov
ernment and Minister for Welsh eries and Food. 
Affairs. 

The Right Hon. V ISCOUNT H A I L S H A M , The Right Hon. L O R D M ILLS , Minister 
Q.C., Minister of Education. of Power. ' 

The Right Hon. H A R O L D WATKJNSON, Dr. The Right Hon. CHARLES H I L L , 
M.P., Minister of Transport and Civil M.P., Chancellor of the Duchy of 
Aviation. Lancaster. 

The following were also present: 
Mr. ^ROBERT CARR , M.P., Parliamentary The Right Hon. E D W A R D H E A T H , M.P., 

Secretary, Ministry of Labour and Parliamentary Secretary, Treasury. 
National Service (Items 5 and 6). 

Secretariat : 
The Right Hon. Sir NORMAN BROOK. 

Mr. B . ST. J . T R E N D . 

Mr. H. O. HOOPER. 

B52.190—1 

5 0 




CONTENTS 

Minute 

No. . . : Subject Page 


1 Nuclear Tests 3 

2 Parliament 3 


3 United Nations 3 

Representation of China. 

4 St. James's Theatre 3 

5 Colonial Immigrants . 4 


6 Development Areas 4 


7 New Towns 6 

8 Channel Tunnel 6 


9 Cotton 7 

Imports. 



Nuclear v . . - .' . :: * i The Prime Minister said that further tests of megaton 
Tests. . ; weapons were necessary both for scientific reasons and in order to 
(Previous ' , establish the best method of making more economic use of fissile 
References: ' ;material. It would be possible to advance to November 1957 the next 
C.C. (57) 54th series of tests, which had originally been planned for June 1958; and 
Conclusions, ' ' arrangements for this purpose were in hand. 
Minute 2, and It would be unnecessary to give such lengthy advance warning or 
C.C. (57) 51st; * to declare so extensive a prohibited area as on the occasion of the last 
Conclusions/' tests. : But,' since it would inevitably become known that we were 
Minute 4.) making preparations for further tests in the relatively near future, it 

would be necessary to consider at what point our intentions should be 
publicly declared. He would give further thought to this problem in 
preparing his reply to a forthcoming Parliamentary Question on the 
subject.''' . 'YV/y::Y ' " ' ' 

"j It would be necessary to inform the Prime Ministers of Australia 

and New Zealand of our proposed action, and to obtain the agreement 


. of,the Canadian and United States Governments to the transit of 

"fissile material over their territories by air. He would arrange for the 

necessary consultations to take place. * 

The Cab ine t 
..; Took note, with approval, of this statement by the Prime 

-Minister.. , '-

].' " ; 

:Parliament.  2. The Cabinet were informed of the business to be taken in the 
' House of Commons in the following week. 

' The Prime Minister would announce that day that Parliament 
would be adjourned on Friday, 2nd August and would reassemble on 
Tuesday, 29th October. Prorogation would take place on Friday, 

. 1st November and the new session would be opened on Tuesday, 
5th November. 

United 3. The Foreign Secretary said that it might shortly be necessary 
Nations. for us to make a fresh declaration of our policy on the representation 
Representation of China in the United Nations. It was desirable that we should 
of China. ,, continue to support the United States in resisting any proposal that 
(Previous China should be represented by the Chinese People's Government. 
Reference: ' .' 
C.C. (54) 49th Y The Cab ine t - ' . 
Conclusions. , Took note, with approval, of this statement by the Foreign 
Minute 4.) ' Y  ' .  Y Secretary..' 

St. James's 4. The Minister of Local Government said that, in view of the 
Theatre. forthcoming .debate in the House of Lords about the St. James's 

iTheatre, the Government should define their policy towards public 
'Y agitation for its preservation. It was an old structure which was ill

adapted to use as a theatre and could not be rebuilt on its present site. 
Nor did it contain any special architectural features. Since the 
London1 County Council had given their original permission for 

:. redeveloping the site, the value of the property had risen substantially 
and its ownership had changed hands. If, therefore, the Government 
yielded to public pressure for revocation of the original planning 
permission, considerable compensation would become payable. 
Moreover, there could be no guarantee . that the building would 
continue to be used as a theatre unless a purchaser could be found who 
would be prepared to give an undertaking to this effect. In these 
circumstances, it would be desirable for the Government spokesman 
in the debate to maintain that there was no case for intervention by 
the Government. 





C o , o n l a I

Immigrants.
(Previous
Reference:
CM. (56) 85th 
Conclusions,
Minute 8.)

'

Development
Areas.
(Previous
Reference : 
CC. (57) 49th
Conclusions.
Minute 7.)

In discussion there was general agreement with this view. It was 
suggested, however, that it might help to aliay public criticism of the 
Governmenfs attitude if it was emphasised, during the debate, that 
the legislation governing the grant of planning permission was 
defective in that, if the Minister of Local Government revoked a 
permission for change of use of a building, a claim for compensation 
could be preferred. It would be more reasonable that no such claim 
should be valid until after the expiry of an adequate period and that 
it should be limited to such nugatory expenditure as might have been 
incurred in the interval. 

The Cabinet— 
Agreed that the Government spokesman in the debate on the 
St. James's Theatre should speak on the lines indicated by 
the Minister of Local Government. 

 5. The Cabinet had before them a further report (C. (57) 162) 
 by the Committee of Ministers which had been appointed to keep 

 under review the rate of immigration from Africa and the West 
 Indies 

The Lord Chancellor said that the flow of immigrants had 
 declined significantly from the maximum rate achieved in the previous 

year. The number of arrivals from the West Indies in the first five 
months of the current year was only 5,500, as compared with 9,000 
and 12,700 in the corresponding periods of .1955 and 1956 respectively. 
The most disturbing feature of the continuing immigration was the 
gradual transformation of particular areas of certain cities into 
exclusively coloured districts. This had already led to undesirable 
social consequences which might, at any time, give rise to acute public 
concern. Nevertheless, the Committee had reached the conclusion 
that, while the position should be kept under review, public opinion 
was not yet prepared for a statutory regulation of immigration from 
other parts of the Commonwealth and the introduction of legislation 
for this purpose would not yet be justified. If legislation eventually 
proved necessary it should follow the lines of the Bill which the 

 Cabinet had previously considered and should not be based on any 
system of quotas. 

In discussion there was general agreement that, although public 
opinion in the districts where the coloured immigrants tended to 
concentrate would be ready to support restrictive action, the decline 
in the rate of immigration, particularly frcm the West Indies, 
suggested that legislation would be premature. A close watch should, 
however, continue to be kept on the numbers of arrivals. 

The Cabinet— 
(1) Endorsed the conclusions in C. (57) 162. 
(2) Invited the Lord Chancellor to arrange for the Committee of 

Ministers to submit, at the end of the year, a further report 
on the rate of immigration from Africa and the West 
Indies. 

 6. The Cabinet had before them a memorandum by the 
 President of the Board of Trade (C. (57) 171) on the proposed revision 

 of the schedule of Development Areas. 

The President of the Board of Trade said that further 
 examination of the legislative implications of this proposal had - % 

 established that it would be possible under the Distribution of -** 
Industry Act for the Board of Trade to continue, after de-scheduling, 
to maintain the factories previously erected in the de-scheduled areas. 



Eventually, however, legislation would be needed to secure. the 
; transfer of the factories to some other body which might well be the 
organisation which it was proposed to establish to operate certain 
New Towns. The revision of the present list of Development Areas 
was now long overdue, and no more opportune moment for amending 
it was likely to occur. It would not be justifiable to defer this step 
merely because of prospective redundancies at certain Royal 
Ordnance Factories. ..... 

The Minister for Welsh Affairs said that he supported this 
proposal. It was anomalous that a relatively prosperous region such 
as East South Wales should continue to enjoy the status of a 
Development Area in preference to North West Wales. The proposal 
that the organisation for the future ownership and management of 
Government-owned factories in Development Areas should resemble, 
or be linked with, the organisation contemplated for managing the 
assets of the New Towns would need further examination before it 
could form the subject of any public announcement. 

The Secretary of State for Scotland said that he must continue to 
urge that North Ayrshire should be retained in the schedule of 
Development Areas.Unemployment in that area had already 
attained the level of 3 per cent, and would rise still further when the 
Royal. Ordnance Factory in the district was closed. 

The Chancellor of the Exchequer said that, while the proposed 
revision of the schedule of Development Areas would be justified on 
merits, a comprehensive approach to the problem was liable to be 
misunderstood politically. If, however, it was decided to establish the 
projected new steel-making capacity in the East South Wales Area, the 
retention of that district in the iist of Development Areas would 
become even more unjustifiable. It would then appear practicable to 
embark on a piecemeal revision of the list by initially substituting 
North. West Wales for East South Wales. 

The Prime Minister said that memories of the plight of the former 
: distressed areas could easily be revived, and it would be preferable to 

achieve any desirable revision of the schedule of Development Areas 
slowly and by degrees. If the matter were approached in this way, 
possibly by the addition of one area and the removal of another, 
public opinion would appreciate more clearly the anomalies of the 
present position and conditions would be created in which the 
Government would be given a more favourable opportunity for 
adopting a realistic, policy for the Development Areas. 

Discussion showed that the Cabinet were in general agreement 
with the view expressed by the Prime Minister. It was also suggested 
that private companies occupying Government-owned factories in 
Development Areas which no longer qualified for financial assistance 
might be prepared to pay for any necessary extensions to these 
properties. It was agreed that this possibility should be further 
explored. . 

The Cabinet— 
(1)	 Agreed that no general revision of the schedule of Develop

ment Areas should be made or announced at present, but 
that the way might be prepared for the piecemeal revision 
of the list by substituting North West Wales for East 
South Wales if the establishment of new steel-making 

' capacity in the latter area made that course practicable. 
(2) Invited the President	 of the Board of Trade to give further 

consideration to the possibility of arranging for private 
companies in occupation of Government-owned factories 
in certain Development Areas to assume financial 
responsibility for any necessary extensions to these 
properties. , . 
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New Towns. 't

! . 7, The Cabinet had before them memoranda by the Minister of 
(Previous; ' Housing and the Secretary of State for Scotland (C. (57) 172 and 175) 

;Reference:  the.future of the New Towns. ' ' ' o n

CM. (56)'47th ' - '* - - ' ' : . ' "!-'-' ' . / . 
Conclusions.!;'',;' The Minister of Housing1 said that the Home Affairs Committee 
Minute 4.)  ' ! - ' -had approved a proposal that legislation should be introduced in the 

n  ' , ; t - - 1 9 5 8 - 5 9 session so that the assets .of' the  ; N e w .Towns would be 
transferred in due course, not to the local authorities, but to 

. Commissioners who would be responsible for managing and disposing 
'*V- of them in such a manner as to secure the maximum return to the 

:' .  7 . Exchequer while paying due regard to the interests of the inhabitants. 
1 [ f''- Such proposals would be welcomed by the Govern men t's supporters 
'! '

r 

 and would ensure a diversified ownership of property in the New 
y ; i, 1"' ' 1 'Towns which would be both socially and politically desirable. The 
"- ' practical 1 application of this policy would, however, take time to 

%!W'!-:'"ir! elaborate, and expert advice would be needed. I t was desirable there
: ; : fore that, if the proposals were approved, they should be announced 


without delay, and that a Committee should then be established to 

, ....... . advise on the arrangements to be; made to give effect to the 


; ' Governments decision; 1 "';.' 
1 " T h  e Chancellor of the Exchequer said that the New Towns would 

' . ": represent an Exchequer investment of some £350 millions. The 
present proposals offered a more satisfactory prospect of eventually 

. recovering this investment than any other course of action. 

' ! ; . V ^ The Secretary of State for Scotland said that no New Town in 
:'  Scotland was approaching completion, and it would be premature to 

AV seek to evolve an alternative system of management adapted to 
1 Scottish conditions. 

' Discussion showed that the Cabinet were in general agreement 
'. with these proposals. It was felt, however, that it would be preferable 

for the Minister of Housing to announce the Government^ intentions 
in the course of the debate on local government in the following 

 : ;'  week. Moreover, since the New Towns represented an important 
Exchequer investment, the value of which was likely to grow, it 

1 would be inexpedient to make an announcement which would 
:  v , prejudice the Governments freedom to entrust the permanent 

management of part of the assets involved to a body analogous to the 
. Crown Estate Commissions, should that course subsequently appear 

v more advantageous. While expert advice would be needed on the 
' ' p r a c t i c a  l application of the proposed policy, it was doubtful whether 

an independent committee, whose report might have to be published, 
should be constituted for this purpose. Alternative methods of 

:' - securing such advice should be examined.

The Cabinet— ''- ' 
(1) Authorised the Minister of Housing, subject to the points 

, :  : .  made in their discussion, to announce, in the forthcoming 
debate on local government, the Governments intentions 

. in regard to the future of the New Towns in England and 
Wales. 1 

., (2) Authorised the Secretary of State for Scotland to arrange for 
a corresponding statement on the future of the NewTowns 

: ; in Scotland to be made in the same debate. 

Channel . .  . g j h   Cabinet had before them a memorandum by the Minister e

Tunnel.  Transport (C. (57) 174) about the Channel Tunnel. o f

(Previous 
Reference: The Minister of Transport said that an investigation of possible 
CC. (57) 37th - methods of conveying goods to and from the Continent in 
Conclusions, circumstances of expanding trade had suggested no pressing need for 
Minute 3.) the construction of a Channel Tunnel. It would be inexpedient, 

however, to dissociate ourselves from the survey of this project which 



. was contemplated by. the British and French Tunnel Companies, the 
;'.\ Suez Canal Company and certain United States interests. It would be 

; ; advantageous, ; therefore,' that a member of the 1 British Transport 
"Commission, who was also a director'of the British Channel Tunnel 

Company, should be associated with this survey. ' This arrangement 
would enable the Government to keep themselves informed of 
developments without either incurring any commitment or prejudicing 

' their position about the ultimate disposition of the assets of the Suez 
* Canal C o m p a n y .  ' ;  u ','!; 

: y.u.nx:- B'j)R.i'./.--U *,. i ..'e t; \;-\ - . .vli:: t;; r.i , j V;.!::,',- . , 
" '- ^IJ^The-Cabinet-^NIF R .. '.. v.. 


w'[:]
-'' yy Approved the proposal in C. (57) 174. 

Cotton. 9. The President of the Board of Trade said that, together with 
Imports. the Colonial Secretary, he had discussed with the Governor of Hong 
(Previous Kong the possibility of persuading the cotton textile industry in the 
Reference: Colony to accept a voluntary limitation on their exports to the United 
C.C. (57) 56th Kingdom. The Governor had not regarded such a solution as 
Conclusions. realistic. It had, however, been agreed that, after he had returned to 
Minute 8.) Hong Kong, he should be sent a summary of the arguments for and 

against a scheme of voluntary limitation and should present these 
arguments to the local industry. Meanwhile, it was becoming 
increasingly urgent to inform the textile manufacturers in Lancashire 
of the Governmenfs intentions. 

In discussion it was suggested that we might adopt an alternative 
approach to this problem by securing the voluntary agreement of 
India and Pakistan to establishing a " peril point," defining the limit 
beyond which their exports to the United Kingdom would be regarded 
as endangering the interests of Lancashire, and by subsequently 
declaring a corresponding peril point for Hong Kong. It would be 
unnecessary to specify the action which we should take if this peril 
point was reached; but we should indicate that we should then require 
immediate consultations with the industry. The existence, of an 
arrangement of this kind would provide some reassurance for the 
textile manufacturers in Lancashire; and it might be possible to 
establish the peril point in the case of Hong Kong sufficiently high to 
make it unlikely that the Colony's exports of cotton textiles would in 
fact reach it. It might, however, be necessary to concede that, if they 
eventually rose to the peril point and we refrained from" taking any 
positive action, the industries in India and Pakistan would be released 
from their obligation to observe the voluntary peril point applicable 
to themselves; and the United Kingdom Government would then need 
to decide whether to establish import quotas in respect of all three 
industries. 

The Colonial Secretary said that, while he agreed that the 
Governor of Hong Kong should make known to the local industry the 
arguments for and against their entering into a voluntary arrangement, 
he would feel bound, in virtue of his special trusteeship for the 
interests of the Colony, to admit that such an arrangement might 
extend to other Hong Kong industries and that, if the United 
Kingdom Government endorsed it, they would thereafter be unable 
to come to the defence of Hong Kong, under the General Agreement 
on Tariffs and Trade, against corresponding action by other countries 
against Hong Kong exports. Equally, if an alternative solution was 
adopted by establishing a peril point for exports of textiles from the 
Colony, we might thereafter be unable to maintain our present policy 
of resisting appeals by other Colonies to be allowed to establish peril 
points against unwelcome imports, e.g., imports of United States citrus 
fruit into the West Indies. It would, therefore, be essential that, 
before any final decision was taken, the probable repercussions of our 
action should be fully weighed. 



v The Prime Minister said that i t w a s desirable t h a t t h e alternative 
solution, based on the establishment of a peril point, should b e further 
explored and t h a t t h e C a b i n e t should endeavour to T e a c h a final 
decision o n this issue before the summer recess... 

The Cabinet— 
Invited the President of the Board o f Trade, i n consultation 
with the Chancellor of the Exchequer: and the Colonial 
Secretary, to arrange for a more detailed examination of the 
possibility of securing a limitation of exports of Hong Kong 
cotton textiles to this country by the establishment o f a peril 
point for these exports. 

Cabinet Office, S.W.1, 
' 25th, luly. 1957.. 
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Pensions. 




PmAwm. :7...The Cabinet had before them memoranda, by the Home 
m&nom "Secretary, the Minister of Pensions and the Chancellor of the 
c . c ^7?56th, P ^ W  ? (  C (57) 177, 180 and 181) about pensions. 

. Conclusions,-,-if.1'. -- -̂ -
Minute 5.) ,The Prime Minister said that it was clear that an increase in the r

.. .. /National Insurance, pension should be. brought into effect as soon as 
possible and ' that, if the Cabinet approved in principle a 

-supplementary pensions scheme, i t s introduction must form the 
".. subject of separate and subsequent legislation. On this assumption 

I t was necessary to decide the date on which the increase in the 
Na^ionai Insurance pension should take effect and the amount by 

''; which both benefits 'and contributions under the National Insurance 
/scheme should be raised. 
.. In discussion^ there was general agreement that any attempt to 
ensure that an increase in the National Insurance pension would be 

' ; operative by Christmas would be open to considerable objection. In 
. "partibular, ;t wouldimply that the Government would be prevented 

iromacceptm the passage 
of the necessary legislation through Parliament and that pension order 
books providing for payment of benefit at the new rate would be in 

. Uthe hands of the public before any statutory authority for the payment 
.fbf that rate had been! obtained. Moreover, any interruption of the 
iParhamentary. time-table would involve the risk that extra-statutory 

: i payments on an unprecedented scale would have to be made. It 
' 'would,'therefore, be desirable that the legislation should be introduced 
;either after the reassembly of Parliament at the end of October (in 
which case it would have to be reintroduced at the beginning of the 
,1957-58 session) or at the outset of the new session, and that it 
should thereafter take its normal course, receiving the Royal Assent 
shortly after the middle of November. 

The Cabinet were informed, however, that on this hypothesis it 
would remain necessary that the order for the printing of new 
contribution stamps should be given to the Stationery Office in 
mid-August and that the administrative preparations for the 
consequential adjustments of war pensions should begin about the 
same date. In each case there was some risk of a premature disclosure 
of the Governmenfs intentions. It was suggested that this risk might 
be reduced by confining the initial authority to the engraving of the 
necessary dies for the stamps with adequate security precautions and 

: by deferring until mid-October the administrative preparations for the 
/increase in war pensions, even if, as a result, the new pensions could 
not become payable until the end of January or early in February and 
war pensioners did not, as hitherto, receive their increases materially 
in advance of other pensioners. It would also be necessary to ensure, 
as far as possible, that any increase in National Assistance rates should 
be deferred until the increase in National Insurance pensions had 
taken effect or was clearly in prospect. 

Discussion then turned to the amount of the increase in the 
National Insurance pension. It was generally agreed that an addition 
of 10*., provided that it was accompanied by a withdrawal of the 
tobacco concession, would be preferable to an addition of 55. or 
75. 6d. which left the concession intact. It would, however, be 
desirable to ensure that the increase was presented as part of a 
comprehensive attempt to put the finances of the National Insurance 
scheme on a sound basis by the introduction of a supplementary 
pensions scheme on a graduated basis. On this hypothesis the 
National-Insurance contribution would need to be increased to \ls.6d.,
an increase of about 45. over the rate at which it would stand at the 
beginning of September. On an actuarial basis, however, the 
contribution which could be justified by an increase of 105. in the rate 
of benefit would be only I65. 5d. The margin between this figure and 
the proposed contribution of 17s 6d. represented the additional sum 
which would need to be obtained from contributions if the increasing 
deficit which the National Insurance scheme would otherwise incur 
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during the period before any supplementary pensions scheme could 
become operative was to be held in check. Nevertheless, an increase 
of nearly 4s. in the rate of contribution, of which approximately half 
would have to be paid by the employee, represented a sharp rise in 
cpntribution liability which might constitute a further stimulus to 
inflationary pressure; and it was for consideration whether, in view 
of the relief to the Exchequer which a supplementary pensions scheme 
would provide in due course, the increase in the National Insurance 
contribution should be limited, in the interim, to the lower figure of 
16s. 5d. Alternatively, it might be preferable to increase the 
contribution to 18J. Id. and at the same time to increase the rate of 
benefit by 12.y. rather than by \Os., thereby ensuring to all pensioners, 
whether they took advantage of the tobacco concession or not, an 
increase of a clear 10s. in their pension. On this basis, the 
contribution liability would be no more than Id. higher than the 
11s. 6d. which would be payable, on the more conservative hypothesis, 
in respect of an increase of 10.$. in the rate of pension; and an increase 
of 12s. was more likely than an increase of 10.?. to avoid the necessity 
for any further improvement in the rate of pension during the 
remainder of the life-time of the present Parliament. 

As regards a supplementary pensions scheme, there was general 
agreement in principle that there would be considerable advantage in 
introducing a scheme of this kind. It was urged, however, that it 
should incorporate a provision whereby individuals already 
participating in approved occupational pensions schemes should be 
entitled to contract out of the graduated element in the benefits of 
the new scheme. In the absence of any provision of this kind the 
necessary legislation would not contribute to the greater mobility of 
labour or carry a clear indication of the Governmenfs approval of 
occupational schemes in general. Moreover, the scheme would 
appear to be more inflexible than the proposals published by the 
Opposition which, at least in theory, envisaged provision for 
contracting out. On the other hand, the principle of contracting out, 
if accepted, might adversely affect the finances of the new scheme to 
a serious degree. Nor had the insurance companies, who had been 
consulted confidentially, attached any great importance to the 

" inclusion of a provision for this purpose. 

The Prime Minister, summing up the discussion, said that it 
appeared to be generally accepted that the tobacco concession should 
be withdrawn as part of an operation whereby the basic rate of 
National Insurance pension would be increased by either 10.v. or \2s. 
and a supplementary pensions scheme would be introduced. The 
preparatory work for the increase in the basic pension should be so 
timed as to involve no substantial risk of anticipation of Parliamentary 
authority or premature disclosure of the Governmenfs intentions, but 
also to secure, if possiole, that the increased rate of pension would 
become payable by the end of January or very early in February. 
Any adjustment in National Assistance rates should be related as 
closely as possible to this time-table. 

It would be desirable that the National Insurance Committee 
should give further consideration to these issues, which would need 
to be finally settled by the Cabinet at a meeting later in the week. 

The Cabine t 
(1) Invited	 the Home Secretary to arrange for the National 

Insurance Committee to undertake a more detailed 
examination of the issues which had been raised during 
their discussion. 

(2) Agreed	 to resume consideration of pensions policy at a 
subsequent meeting. 
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3 C C . 59 (57) 

mevxmmivat fcrflti. rThe Foreign Secretary said that, as a result of the visit to 
(Previous London of the United States Secretary of State, Mr. Dulles, it seemed 
Reference; likely that the present phase of the disarmament discussions could 
Conclusions be -completed by the tabling of agreed proposals by the four 
Minute 4) ' Western'Powers, after which it was hoped the Sub-Committee would 

be adjourned. Mr. Dulles agreed that our purpose must be to put 
foi vvard practical proposals, particularly in regard to inspection, as 
a test of the willingness of the Soviet Union to collaborate in making 
genuine progress in disarmament. 

In discussion it was suggested that the Soviet Union were of'en 
able to secure more favourable publicity for their disarmament 
proposals than the Western Powers, whose altitude, being dependent 
On the establishment of agreement between them, appeared to be 
more cautious and hesitant. It was particularly important, therefore, 
that public opinion should be assisted to appreciate the value of the 
Western proposals which had now been agreed. It would be 
appropriate that, when the Sub-Committee adjourned, the Foreign 
Office should issue an announcement containing a simplified version 
of those proposals; and it would be advantageous if Mr. Dulles 
eould be induced to collaborate in a joint public statement of the 
aims of the two Governments in this matter. 

The C a b i n e t -
Invited the Foreign Secretary, in consultation with the 
Chancellor of the Duchy of Lancaster, to ensure thai the 
disarmament proposals of the Western Powers received, 
effective publicity. 

Cyprus , *2. The Cabinet had before them a note by the Prime Minister 
(Previous (C. (57) 178) covering memoranda on the arrangements for a further 
Reference: international conference on the future of Cyprus, the delineation of 

2nd e e n c ^ a v e sCOTCIUSPns  ^  tP remain under exclusive British sovereignty and the 
MinureS ,i)I 1 S ' main constitutional issues which would arise under a condominium. 

International Conference 
The Foreign Secretary said that the Turkish Government seemed 

likely to accept the proposal for a further international conference, 
to discuss the international status of Cyprus and to test the 
practicability of the various solutions of this problem. The 
Secretary-General of the North Atlantic Treaty Organisation 
(NATO) had also indicated that he would be willing to attend such 
a conference. The reaction of the United States Government was 
uncertain; but he would seek to persuade the United States Secretary 
of State, during his visit to London, of the advantages of such a 
conference and of the value of United States assistance in persuading 
the Greek Government to participate. If we were to secure Greek 
participation we must allow the Greek Government enough time 
to consider our invitation with care and we must endeavour to 
convince them that it represented a genuine attempt on our part to 
take a fresh initiative towards finding an acceptable solution. 

Enclaves of British Territory 
In discussion it was suggested that it might not be easy to defend 

the retention of so large a number of dispersed enclaves of territory 
under exclusive British sovereignty as was indicated in the map 
attached to C. (57) 178. It was for consideration whether we should 
not restrict our demand for exclusive sovereignty to two oi three 
of the most important enclaves, retaining control over the oihei 

* Previously recorded as ;i Confidential Annex. 



?areas: by/means ;of leases in perpetuity., \CMlhe .b ther hamMt-watfi 
iargued that we might be ill-radvisedtb j d b h  & ^ & i too readily the 
(advantages:f. implicit in the retention; offo absolute i isovereignty
particularly since most of the "proposed eseisweso would involve no 
i ma te r ia l interference with thei daily life a*KH business-' of the local 
inhabitants. ; I t might be better,, thereforAnto^jconfine our initial 
^proposalston a /s ta tement tha t we; were: pnspated. to . agree to the 
establishment of a condominium over, the- whole Island apart from 
certain enclaves of territory over which weishould:.wish to retain 
control. The precise means by which we should do so could be left 
for subsequent definition, except in the^xase? of the enclaves at 
Akrotiri-OBpiskopi and Dhekeiia-Pergamos where we should explicitly 
stipulate  : t ha t exclusive British sovereignty) i & u s t b e maintained. 
Meanwhile;!further consideration should'beigiven:to the arguments 
for and against a system' of leases i n perpetuity:as the basis of our 
authority in ' the other areas over which- we isfaouldwish to retain 
Control.' 

Constitutional.. Issues 
Therfe was general agreement that the ^arrangements outlined 

irt Appendix C'. to C. (57) 178 constituted a reasonable basis of 
negotiation if genuine goodwill-between the threeico-domini could be 
assumed and the co-operation of the local inhabitants could be 
assured. In discussion the following-points were: made : — 

(a) If the co-domini "were unable to agree on the selection or 
dismissal of a Governor, this task should be remitted, not to NATO, 
but: to certain specified Powers, who might perhaps be the Powers 
constituting N A T O for the time being. 

(b) The arrangements envisaged for the defence of Cyprus were 
acceptable in principle; but it would not necessarily be easy to 
persuade N A T O to accept responsibility for the defence of an island 
incorporating enclaves of British territory from which we might wish 
to act otherwise than under NATO itself, e.g., under the Bagdad Pact 
or in defence.;of our own interests. 

(c) In relation to internal security there would be advantage in 
an arrangement whereby the three co-domini would give standing 
authority to the Governor to act in his own discretion both in an 
emergency, when there was not time to consult the three co-domini, 
and in any case in which he was unable t o secure agreement between 
them. : The precise limits of such independent action should be 
examined in greater detail in due course. 

. (rf).The. economic aspects of a condominium would need further 
consideration, particularly as regards commercial policy. 

In further discussion, however, it was emphasised that, although 
proposals on these lines might initially command the acceptance of 
the three Powers and of the local inhabitants of the island, there 
could be no guarantee that disorder would not subsequently revive 
and that the Constitution would not then break down. In that event 
we must, be prepared either to re-establish British sovereignty over 
the whole island by a deliberate act of international policy or (o 
surrender our share of the joint sovereignty over the island, other 
than the enclaves of British territory, even if this involved denouncing 
the Treaty which had established the Constitution. It would be 
premature to disclose at this stage that we contemplated such a 
surrender of sovereignty in the event of a complete breakdown of 
the Constitution, since the Turkish Government would refuse to 
co-operate in bringing the new arrangements into effect if they 
suspected us of harbouring any such intention. Nevertheless, further 
consideration should be given to this possibility. It might also be 
desirable to enlarge the Dhekeiia-Pergamos enclave to include the 
whole of the Cape Greco peninsula south of Famagusta as a means 
of ensuring that, in the last resort, we should have at least two 
substantial areas of territory under exclusive British sovereignty to 
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-jwhich we could, if-necessary, withdraw. The advantages of such 
. uaction wOuld-need^to be-weighed.against'the fact that the enlarged 
,; ^enclave would contain a substantial number of Turkish inhabitants 

; 50nd!some,of the most productive-land in the island. 

The Cabinet—
(1) Took note of C. (57) 178. 

;-):/ *M-k2l Iavjted^thfe.,;. Minister of, Defence; to arrange for an 
-i j !  : examination .  o i the possibility of establishing adequate 

control over the. areas l o t territory indicated in the map 
annexed to C. (57) 178, other than the enclaves of 
Akrotiri-Episkopi and bhekelia-Pergamos, by means of 

,,. the acquisition pf leases in perpetuity. 
.(3) Invited ;the;i Minister of Defence, in consultation with the 

Colonial Secretary, to arrange for further consideration 
; to be given to the desirability of enlarging the Dhekelia

; y,. i Pergamos enclave to include the whole of the Cape Greco 
' \  '	 pemnsUla ŝ buth ofFamagusta. 

(4) Instructed the Secretary of the Cabinet to arrange for officials 
' ! of the Treasury, Colonial Office and Board of Trade to 

examine the problems of economic and commercial policy 
' which would arise under the proposed condominium and 

'	 to submit a further report on these aspects of the 
proposal: ; 

Betting and 3. : The Cabinet had before them a "memorandum by the H o m e 
Gaming Secretary (C. (57) 179) about the Betting and Gaming Bill. 
(Previous 1' ' 
Reference: The Home Secretary said that the Government had undertaken 
CC. (57) 45th in March 1956, to introduce as soon as possible a Bill to give effect 
Conclusions, to the main recommendations of the Royal Commission which had 
Minute 4) considered this matter. In addition, there was a strong case on 

merits for reforming a branch of the law which, in its present 
unsatisfactory state, provided considerable scope for the corruption 
of the police. On the other hand there was no united body of 
support for this measure among Conservative Members of 
Parliament, and it was certain that strong opposition to it would be 
voiced in the country. Moreover, a provision would probably be 
inserted in the Bill by the House of Lords to give effect to a proposal 

!	 of the Jockey Club that the proceeds of betting should be subjected 
to a special tax for the benefit of racing; and such a provision would 
greatly extend the area of controversy when the Bill came back to 
the House "of Commons. The bookmakers, however, were 
themselves considering the practicability of a voluntary levy on the 
proceeds of betting for the furtherance of horse racing; and the 
question of proceeding with the Bill might be deferred to await the 
outcome of further negotiations on this aspect of the problem. 

\ In discussion there was general agreement that the widespread 
evasion of the existing law on betting was tending to bring the law 
into contempt and to undermine the discipline and morality of the 
police. Moreover, it was recognised that if the proposed legislation 
was not undertaken in the forthcoming session there would be no 
time for it in the final session of the present Parliament. 

On the other hand, there appeared to be little prospect of 
securing the successful passage of legislation which would raise many 
contentious issues and might be unacceptable to non-conformist 
opinion. If the existing law needed to be amended, it might be 
preferable to adopt a more radical approach to the problem by 
making the totalisator the only legal method of betting and securing 
thereby a regular source of income for bloodstock breeding on which 
the betting industry depended. 



The Prim&: Minister suggested , that; in.' a case where the 
considerations were s6 nicely balanced,1 the! Cabinet should defer their 
decision'until ' the scope for controversy which the legislation would 
provide could? be ^assessed more; precisely on-the basis of the draft 
heads of clauses for such a Bill. 

The C a b i n e t -
IriVited'! the Hdrhe'Secretary to circulate, for their 
consideration at a' later meeting, draft heads of clauses for a 
Bettings and-Gaming Bilk-

Legislative 4. The'Cabinet had a brief discussion of the remainder of the f^Sr-TI? e : . legislative:programme for the forthcoming session. 1957-38 Session -,, - ., ,:- '
(Previous j ...-p r//e\ Home Secretary said that i t was important that the Local 
Reference: Government,,.^England and-jWales) Bill,' , the Local Government 
C-C (57) 45th Finance (Scotland) Bill, the, shorter version of the Bill to reform the 
MinuteS4V*''; House, of.-., Lords',', the Bill to ^provide' for,,increases in National 

Insurance^ gei&ons; Jhp, Tariffs. -Bill" and the Milford Haven Bill 
should be rea^y, for introduction at the, beginning of the new session. 
The draftirig  of; TaV-comprehensive Bill to enable the Defence n

Regulation?,relating-.,to land,to be revoked,and to make the necessary 
provisions in the'case of open-cast coal mining should now be put in 
hand. A final decision on the introduction of this measure could 
be taken when the drafting was further advanced. The Agricultural 
Holdings Bill and the proposed legislation concerned respectively 
with the introduction of a supplementary pensions scheme and the 
employment of disabled; persons would require further consideration 
before drafting couldi be begun: It now appeared certain that 
legislation to regulate, the constitutional future of Malta and 
Singapore, would be necessary, and he himself sought authority to 
include' In' theJ "programme two measures concerned with the welfare 
of children. : 

The following points Were made in discussion: — 
(a) The hybrid Bill covering. the ;Park . Lane scheme could be 

,made ready for enactrnent, early in the new: session. 
ib) The, Slaughterhouses Bill was an uncontroversial measure of 

moderate length;and would be welcomed by the interests concerned, 
It could not y e t b e determined, however;-whether it would be possible 
to find time.for this Bill in addition to an Agricultural Holdings Bill. 

(c) The-introduction o f legislation to give effect to some"of the 
recommendations of tlie-forthcoming Report of the Wolfenden 
Committee on,homosexuality and prostitution would need to be 
considered when the ReportHhad been studied. Such legislation 
would be likely, to command more widespread support than the 
Bett ingand GarningiBill-

The Cabinet— 
Agreed that ! the . preparation of legislation for the 
forthcoming session.should proceed on the lines proposed 
by the Home Secretary and agreed in their discussion. 

Cabinet Office; S.W.J, 

30th July, 1957. 
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Parliamentary 1. The Cabinet were informed of the business to be taken in 
Business. Parliament during the first week after the summer recess. 

Suez Canal. 
(Previous 
Reference: 
C.C. (57) 52nd 
Conclusions, 
Minute 2.) 
General 
Keightley's 
Despatch. 

Cyprus. 
(Previous 
Reference: 
C.C. (57) 59th 
Conclusions, 
Minute 2.) 

Industrial 
Disputes. 
(Previous 
Reference: 
C.C. (57) 36th 
Conclusions, 
Minute 4.) 

2. The Prime Minister said that General Keightley's despatch 
on the Suez operations last autumn was being studied by the Ministers 
immediately concerned. He proposed to examine it personally before 
it was published and also to show a copy of the final draft to 
Sir Anthony Eden. It was customary to publish the despatches 
written by operational commanders and any departure from this 
practice on this occasion would be likely to create the impression that 
publication had been deliberately suppressed by the Government. 
It would, however, be desirable that the despatch should be published 
as early as possible during the Parliamentary recess. 

The C a b i n e t -
Took note, with approval, of this statement. 

3. The Foreign Secretary said he had discussed informally with 
the United States Secretary of State our proposal to arrange a further 
tripartite conference on Cyprus. On the strength of an assurance that 
the United Kingdom had not entered into any prior agreements with 
the Turkish Government, Mr. Dulles had agreed that the United 
States Government would indicate their support for this proposal to 
both the Turkish and Greek Governments. The United States would 
not wish to send observers to the conference, but a United States 
expert on Cyprus would be stationed in London during the 
discussions. The Secretary-General of the Nor th Atlantic Treaty 
Organisation had already indicated his support for the conference. 
The proposal , should now be put to the Greek and Turkish 
Ambassadors in London. 

The Cabinet— 
Took note, with approval, of the Foreign Secretary's statement. 

*4. The Cabinet had before them a memorandum by the Prime 
Minister (C. (57) 182) covering a report by officials on the economic 
cost of industrial disputes. 

Discussion turned first on the action which the Government 
could take in preparation for the possibility of a major strike later 
in the year. -The Emergencies Organisation was in a state of 
readiness. But further consideration should be given to the question 
whether, if existing emergency powers lapsed, troops could legally 
be required to assist in the maintenance of essential supplies and 
services.. In addition, arrangements should be made to safeguard, 
as far as possible, certain key sectors of the economy where strike 
action would be particularly damaging, such as the ;eleetric power 
stations and the oil tanker transport system. Further consideration 
should also be given to the means of securing a wider distribution of 
coal stocks and the maintenance.of a certain minimum of rail transport 
for such essential commodities as milk. Officials should consider in 
greater detail the action which might need to be taken to ensure that 
the life of the community could be carried on if any of these basic 
supplies and services were affected by a strike. 

In further discussion, it was recognised that opinion among a 
certain section ' of the Governmenfs supporters was increasingly 
tending to the view that, if the Government could succeed in breaking 
a major strike, the'tirade unions would be obliged to adopt a more 
moderate attitude and the authority of the Government in industrial 
relations would be more securely established. It would be unwise 

* Previously recorded in a Confidential Annex. 



to encourage this approach to the problem. It was unrealistic to 
suppose that, in modern conditions, a Government could hope to 
deal with widespread industrial unrest by such methods or that such 
success as they might achieve in repressing a major strike would not 
be more than offset by the bitterness and ill-feeling which would result. 
The Governmenfs objective should be to unite public opinion in 
recognising the folly of any serious interruption of production. The 
unions should be encouraged to realise that their members, no less 
than other sections of the public, were consumers and that any 
dislocation of the economic life of the community was to their 
disadvantage. This argument was likely to appeal with particular 
force to the women; and it was for consideration whether the 
Governmehfs publicity should seek occasion, from time to time, to 
emphasise this aspect of industrial disputes. 

But, although the Government should discourage any expectation 
that they would welcome, and could defeat, a direct challenge from 
the unions, they must also be able to demonstrate that they had a 
definite policy for dealing with industrial disputes. For this purpose 
they should be resolute in condemning the type of intimidation which 
had been so disturbing a feature of the recent bus strike and had been 
repugnant to a large section of public opinion. They should also 
ensure that their views on the correct relation between wages and 
output were clearly and forcibly presented to the general public. A 
system by which the Government assumed responsibility for 
determining wage levels would be impracticable. Nor would it be 
economically sound that the Government should seek to establish 
wage stability by conceding, for example, a compulsory limitation of 
dividends or a tax on capital gains. The extent to which the 
Government could resist pressure from the trade unions would rest 
rather on their ability to rally public opinion in support of an 
arbitration award which was demonstrably reasonable and just and, 
in particular, to satisfy the Chairmen of the Boards of nationalised 
industries that they would have the Governmenfs support in adhering 
to such an award. 

Arbitration procedures, however, were unlikely to command 
widespread confidence unless the public were more accurately 
informed of the full implications of unjustified wage claims. It was 
doubtful whether it would be practicable to arrange for the public 
interest, as distinct from the conflicting interests of employers and 
employees, to be represented by counsel at arbitration tribunals. But 
the new Council on Productivity, Prices and Incomes should do much 
to foster an increased awareness of the inter-relation between wages 
and prices and of the dangers of increases in remuneration which 
could not be justified by commensurate increases in productivity. 
There were signs that, as a result of the recent Parliamentary debate 
on the economic situation, there was now a clearer appreciation 
among the general public of the fact that the economy could not 
absorb, without damage, injections of purchasing power on the scale 
implied by the wage increases of the last eighteen months; and the 
Governmenfs objective should be to extend this gradual education 
of public opinion as rapidly and widely as possible, in order that a 
climate of opinion might be established in which arbitration awards 
would command greater and more informed attention. 

It could be argued, however, that the more successful the new 
advisory Council proved to be in demonstrating the inflationary 
dangers of unjustified wage increases, the more reluctant the trade 
unions would be to allow wage claims to go to arbitration and to 
accept the awards of arbitrators. It was for consideration, therefore, 
whether the Government should adopt a more radical approach to 
the problem by introducing fresh legislation on industrial relations, 
designed to modify the statutory rights and safeguards which had been 
conceded to the unions in earlier years under the pressure of economic 
circumstances very different from the conditions of full employment 
prevailing to-day. Gn the other hand, the political objective of the 



1̂'ii0 

Government was, and must remain, the establishment of the 
Conservative Party, in the eyes of public opinion, as a national Party 
which was concerned to represent the interests of all sections of the 
community. A large section of the electorate now consisted of 
individuals who were members of trade unions; and the Governmenfs 
victories in the elections of 1951 and 1955 undoubtedly derived in 
part from the degree of support which they had obtained from this 
section of the electorate. It would be inexpedient to adopt any policy 
involving legislation which would alienate this support and divide, 
rather than consolidate, public opinion. 

The Prime Minister, summing up the discussion, said that officials 
should be instructed to give further consideration to the action which 
might need to be taken, possibly at short notice, to safeguard the 
community against any critical interruption of the supplies and 
services essential to the life of the community. On the broader issues, 
there was no clear or simple solution to the problem of reconciling 
full employment and price stability with free collective bargaining 
and a fixed exchange rate. In these circumstances the Governmenfs 
chief responsibility was to secure that the general public were fully 
alive to the dangers of a continuous inflation of wages and prices 
and to take, without hesitation, such action as lay in their power to 
reduce those dangers. Government expenditure itself contributed to 
the maintenance of that excess of demand in the economy which 
made inflated wage claims possible. Resolute action to hold in check 
Government expenditure, both civil and defence, would therefore be 
needed; and the Cabinet must be prepared to endorse such action, 
however unpalatable it might be. The various suggestions which 
were being canvassed in financial circles for the establishment of 
direct control by the Government over the supply of money at the 
source should also be examined. Arbitration procedures should be 
reviewed; and the Government must be ready to exert their full 
influence in support of arbitration awards which were clearly fair 
and reasonable. By so doing they would be most likely to command 
the support of public opinion in resisting pressure and intimidation 
from organised labour. 

The Cabinet— 
(1) Took note of C. (57) 182. 
(2) Instructed the Secretary of the Cabinet to arrange for	 officials 

to carry out a more detailed examination of the means 
whereby essential supplies and services could be 
safeguarded against critical interruption in the event of 
major industrial unrest. 

(3) Invited the Minister	 of Labour to circulate a memorandum 
on arbitration procedures. 

(4) Took	 note that the Prime Minister would consider how 
further study could best be made of the various suggestions 
made in the Cabinet's discussion for further action to 
arrest the process of cost-inflation. 

Aircraft
Industry.
(Previous
Reference:
C.C. (57) 50th
Conclusions,
Minute 5.)

 5.  j n e Chancellor of the Exchequer said that the Economic 
 Policy Committee, after examining the methods by which the proposed 
 examination of the future organisation of the aircraft industry might 
 be carried out, had concluded that, in view of the fact that many of 

 the factors involved were matters of Government policy, an informal 
 body, consisting partly of industrialists and partly of senior officials 

 qf the Departments concerned, would be preferable to a formal 
independent Committee. 

The C a b i n e t -
Invited the Chancellor of the Exchequer to arrange for an 
informal enquiry into the future of the aircraft industry to 
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be carried out by an informal body, comprising senior 
officials of the Treasury, the Ministry of Transport and the 
Ministry of Supply, together with two or three independent 
experts with suitable commercial and financial experience. 

Nuclear 

Power. 

(Previous 

Reference: 

C.Q (57) 14th 
Conclusions, 
Minute 5.) 
I.B.R.D. 
Loan. - - -. . -

Cotton 
Imports. 
(Previous 
Reference: 
C C . (57) 57th 
Conclusions,. 
Minute 9.) 

6. The Chancellor of the Exchequer said that the Economic 
-Policy' Committee had agreed that, on balance, it would be to our 
advantage to seek to secure a loan from the International Bank for 
Reconstruction and Development (I.B.R.D.) to assist in financing our 
nuclear power programme. It was essential that we should take 
more active steps to attract foreign investment in this country if we 
were to maintain our own investment both at home and in 
Commonwealth territories. He therefore sought authority to open 
discussions with the Chairman of the International Bank, in the light 
of which he would subsequently submit more definite proposals to 
the Cabinet. 

The Minister of Power said that a decision to borrow from 
abroad on behalf of our nuclear power programme, which had 
become a symbol of our industrial leadership in the post-war period, 
would be a considerable shock to public opinion. Moreover, a loan 
of this kind might well be exploited by competitive United States 
interests to our disadvantage, and if it involved an issue on the 
New York market, it might impair international confidence in 
sterling. 

In discussion it was urged that public opinion would resent any 
implication that we were unable to finance our nuclear' power 
programme from our own resources. Nor should we overlook the 
risk that a loan for this purpose might damage our general prestige 
abroad and jeopardise our unfettered control over the future 
development of our own nuclear development programme. 
:.:.;. Against this, however, it was pointed out that the proposed loan 
would incorporate no element of equity interest, while the fact that 
the International Bank might be sufficiently confident of the soundness 
of our nuclear power programme to assist in its financing should be 
to the advantage, rather than the detriment, of our international 
reputation as pioneers in nuclear technology. 

The Cabinet—	 ,. 
(1) Authorised	 the Chancellor of the Exchequer to explore, 

without commitment, the possibility of obtaining a loan 
from the International Bank for Reconstruction and 
Development for the financing of our nuclear power 
programme. . 

(2) Agreed to resume	 their discussion at a subsequent meeting, 
in the light of the result of the enquiry to be made under 
Conclusion (1) above. 

7. The Cabinet had before them a memorandum by the 
President of the Board of Trade (C. (57) 185) covering a report by 
officials on revised proposals for securing a limitation on the imports 
of cotton textiles from Asiatic Commonwealth countries. 

: The President of the Board of Trade said that further examination 
had shown that the establishment of a "per i l point " f o r imports of 
cotton textiles from India, Pakistan and Hong Kong would expose 
our commercial interests to serious risks. . Nevertheless, if no 
satisfactory solution of this problem could be found, a grave situation 
would develop in Lancashire in ' the near future. It was now 
proposed, therefore, that the Lancashire industry should continue to 



seek voluntary agreements with the industries of India, Pakistan and 
Hong Kong, but that any agreement made with the Hong Kong 
industry should be controlled by that industry and not by means of 
import licensing in this country. Should the Hong Kong industry 
fail to carry out their undertakings, the industries of India and 
Pakistan would be released from their obligations and it would be 
necessary to consider, at that time, what further action might be 
taken. In contrast to imports from India and Pakistan, imports of 
cotton textiles from Hong Kong had remained relatively stationary 
in recent years, and the Hong Kong industry might therefore be 
willing to enter into a voluntary agreement of this kind. 

The Colonial Secretary said that a voluntary agreement, 
controlled in the manner proposed, would almost certainly collapse. 
Meanwhile, the Lancashire industry would have been given the 
implicit assurance of continuing protection and, when the voluntary 
agreements broke down, the Government would have no alternative 
but to impose quota restrictions, with all the consequences for our 
commercial interests which that course would entail. The present 
proposal would therefore merely postpone the essential decision, 
which the Government would later find themselves obliged to take 
in even more unfavourable circumstances. If the Cabinet adopted 
this proposal, he would feel obliged, in informing the Governor of 
Hong Kong, to warn him that other Hong Kong industries might be 
expected to accept similar arrangements in due course and that we 
should henceforward be unable to come to the defence of Hong 
Kong against corresponding action by other countries against exports 
from the Colony. He would also wish to inform the Governor of 
the Cabinefs decision in advance of any announcement on the 
subject, in case he could suggest some adjustment of the arrangements 
which would mitigate their consequences. 

Discussion showed that the Cabinet were in favour of proceeding 
with the proposals in C. (57) 185. It was desirable to avoid any 
course of action which might prematurely precipitate the general issue 
of the free entry of Commonwealth goods, and the problem of 
imports of cotton goods should, if possible, be solved on a pragmatic 
basis. If the quota of permitted imports from Hong Kong was set 
at a figure which exceeded the present level of such imports by a 
reasonable margin, it should be possible to present the proposals to 
the Hong Kong industry in a manner which would ensure their 
acceptance. 

The Cabinet— 
(1) Approved the proposals in C. (57) 185. 
(2) Authorised the	 Colonial Secretary to inform the Governor 

of Hong Kong of these proposals before any public 
announcement was made. 

Cabinet Office, S.W. 1, 
1st August, 1957. 
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Cabinet. 
Procedure 
during 
Recess. 

Europe. 
Free trade 
area. 
(Previous 
Reference : 
C C . (57) 43rd 
Conclusions, 
Minute 8.) 

Export of 
Aircraft. 
Proposed sale 
of Viscount 
aircraft to 
Egypt. 

Proposed 
sale of 
Britannia 
aircraft to 
the U.S.A. 

1, The Prime Minister said that it should not be necessary for 
any of the main Standing Committees of the Cabinet to meet during 
August and September, and that the Cabinet would dispose of any 
urgent business which would ordinarily be submitted to those 
Committees during that period. He hoped that it would not be 
necessary to summon the Cabinet during the first half of August. 
Thereafter meetings would be arranged as business required and 
should be attended by those Ministers who were within easy reach 
of London. 

2. The Prime Minister said that he had reached the conclusion 
that there would be advantage in arranging for a single Minister 
to be responsible for co-ordinating the preparations for the 
forthcoming negotiations in connection with the European Free 
Trade Area and for supervising the conduct of those discussions. 
He had decided, with the agreement of the Minister of Power, that 
the Paymaster-General should be entrusted with this responsibility, 
and he proposed to make an announcement to that effect during the 
forthcoming week. 

The Cabinet— 
Took note, with approval, of the Prime Ministers statement. 

3. The President of the Board of Trade said that a proposed 
sale of two Viscount aircraft to Egypt had attracted attention in the 
Press. N o application, however, had yet been made for an export 
licence for these aircraft; and it was doubtful whether it would be 
justifiable to permit this transaction to be completed while British 
claims against Egypt remained unsatisfied. 

The Chancellor of the Exchequer said that it was open to the 
Egyptian authorities to employ such free resources as they 
commanded in making purchases in this country, and we had agreed 
that the purposes for which the new Special Account might be used 
should be subject to no limitations. It had already been decided 
that an embargo on trade would be an ineffective means of bringing 
pressure to bear on the Egyptian Government. 

The Prime Minister said that authority for this transaction 
should be withheld until he had had an opportunity to consider 
it in greater detail. 

The Cabinet— 
(1) Invited the Chancellor of the Exchequer, in consultation with 

the Minister of Defence and the President of the Board 
of Trade, to arrange for details of the proposed sale of 
two Viscount aircraft to Egypt to be reported to the 
Prime Minister. 

(2) Agreed	 that authority for the sale of the two Viscount 
aircraft should be withheld, pending further consideration 
by the Prime Minister. 

The Minister of Civil Aviation said that a United States 
company, Trans-World Airlines, was negotiating for the purchase 
of fifteen long-range Britannia aircraft, to be delivered in 1958. If 
this transaction was completed, the delivery of Britannia aircraft 
to Transport Command and the British Overseas Airways 
Corporation, as well as to other customers, would have to be 
deferred. I t would be premature, however, to attempt to reach a 
decision on this proposal at the present stage, since the time-table 
for the delivery of these aircraft had fallen into arrear and certain 
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technical difficulties had hitherto prevented him from issuing the 
necessary certificate of airworthiness. He would keep the Prime 
Minister informed of any further developments during the recess. 

The Cabinet-— 
(3) Took note of this statement. 

4. The Cabinet had before them a memorandum by the Home 
Secretary (C. (57) 186) about pensions. 

The Home Secretary said that, on the basis of the arrangements 
outlined in the Annex to C. (57) 186, increases in National Insurance 
and war pensions could be put into operation in the week beginning 
27th January, 1958. 

The Minister of Pensions said that these arrangements were 
based on the assumption that the Royal Assent to the National 
Insurance Bill would be obtained by 23rd November, If that Bill 
was also to provide for the withdrawal of the tobacco concession, 
it might need to be preceded by a Ways and Means Resolution which 
might delay its enactment by about a week. Nevertheless, the 
announcement calling in National Insurance pension books would 
have to be made in the week beginning 25th November. 

The Cabinet— 
(1) Agreed that the	 timing of the increases in pensions should 

be as proposed in the Annex to C. (57) .186. 
The Home Secretary said that the balance of advantage appeared 

to lie in increasing the basic rate of National Insurance pension by 
IQs. and that, on the assumption that a supplementary pension 
scheme on a graduated basis would be introduced in due course, 
the contribution under the National Insurance scheme should be 
raised to 11s. 6d. To increase the basic rate of pension to 125. would 
involve an increase in the contribution to at least I85. Id. and a 
considerable revision of the supplementary scheme. It would also 
imply that the Government foresaw an indefinite continuance of 
inflation. 

In discussion it was pointed out that, if the basic rate of pension 
was increased by I O 5 . but the tobacco concession was withdrawn 
at the same time, the real benefit to those pensioners who had taken 
advantage of that concession would be no more than Is. Sd. Of 
this figure 45. 2d. had already been absorbed by the rise in prices 
since the last increase in National Insurance benefits. If, therefore, 
the Government were to adhere to their intention to make no further 
improvement in National Insurance benefits during the remainder 
of the lifetime of the present Parliament, there would remain only 
35. 6d. as the effective margin to protect pensioners against any 
further price increases in that period. In these circumstances it was 
for consideration whether it would be wiser to increase the basic 
rate of pension by 125. On the other hand, an increase of this order 
would have a more inflationary impact on the economy than an 
increase of lOs. Moreover, the lower figure should suffice for some 
considerable time ahead; and if, in the event, it was overtaken to a 
significant extent by an increase of prices towards the end of the 
present Parliament, the Government would be compelled to concede 
some further improvement, however inopportune it might be to do so. 

The Cabinet— 
(2) Agreed that - the	 basic rate of National Insurance pension 

should be increased by 105.; that the tobacco concession 
should be withdrawn; and that the contribution should 
be increased to 175. 6d. 



Supplementary The Home Secretary said that, after further consideration of a 
pension supplementary pension scheme on a graduated basis, the National 
scheme. Insurance Committee reaffirmed their view that the Government 

should approve in principle the introduction of such a scheme. It 
might not be welcomed by the more highly paid section of the 
population, whose contribution liability would be greater than under 
a flat-rate scheme. On the other hand, it would reduce the liability 
of the lower-paid workers; and it would provide, in addition, a 
significant relief to the Exchequer. This relief would, however, 
be diminished by any provision enabling individuals already 
participating in private occupational pensions schemes to contract 
out of the graduated element in the benefits of the new scheme; 
and all the possible modifications in the scheme designed to enable 
it to incorporate a provision of this kind were open to objection 
either from the potential contributors or from the private insurance 
companies. The National Insurance Committee recommended, 
therefore, that the practicability of a provision permitting contracting
out should be further examined and that, if such a provision proved 
to be irreconcilable with a satisfactory scheme of graduated pensions, 
the development of occupational pension schemes should be 
encouraged by other means. 

The Minister of Pensions said that he was strongly in favour 
of the inclusion of the principle of contracting-out in any scheme of 
graduated pensions. Any consequential diminution in the additional 
revenue which the Exchequer would derive from such a scheme 
would be offset by a corresponding reduction in the ultimate liability 
of the scheme to the contributors. Moreover, contracting-out was 
a feature of the supplementary pension scheme recently published 
by the Opposition, and Government proposals which implied that 
contributors to the new scheme would pay a higher proportionate 
contribution and receive a smaller pension than under the Socialist 
scheme but would not enjoy any corresponding option to contract 
out would be inconsistent with the Governmenfs political principles 
and fail to command the support of the Conservative Party. His 
acceptance of a supplementary scheme in principle was, therefore, 
dependent on its incorporating some provision for contracting-out; 
and he proposed that a more detailed examination of this provision 
should be put in hand as a matter of urgency. 

In discussion this view received some support. It was urged, 
in particular, that the pension schemes in the nationalised industries 
might be adversely affected by the introduction of a Government 
scheme of supplementary pensions which did not permit contracting
out. On the other hand, the insurance companies themselves had 
indicated a preference for a scheme which did not incorporate the 
principle of contracting-out. And it would only be possible to limit 
to Ms. 6d. the increased contribution appropriate to an increase of 
10s. in the basic rate of National Insurance pension if it could be 
assumed that a graduated pension scheme would be introduced on 
a financially sound basis. 

In further discussion it was agreed that officials should be 
instructed to prepare, as a matter of urgency, a detailed scheme of 
graduated pensions on two alternative hypotheses, the first including, 
the second excluding, a provision for contracting-out. On the 
former hypothesis a distinction should also be drawn between 
contracting-out by individuals who were already, at the date of 
introduction of the scheme, participating in approved occupational 
pensions schemes and those who might decide thereafter to become 
contributors to schemes of this kind, whether such schemes were 
already in existence or were to be newly established. 

The Cabinet— 
(3) Invited the Minister	 of Pensions to arrange, as a niatter of 

urgency, for officials to prepare detailed proposals for 



a supplementary pension scheme on a graduated basis 
on the two alternative hypotheses that such a scheme
would include, or exclude, a provision entitling 
individuals already participating in approved 
occupational pension schemes to contract out of the 
graduated element in the benefits of the new scheme. 

 ;* 

Cabinet Office, S.W. 1, 
2nd August, 1957. 
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Free Trade 
Area. 
Agriculture. 
(Previous 
References : 
C C . (57) 61st 
Conclusions, 
Minute 2, and 
C C  . (57) 43rd 
Conclusions, 
Minute 8.) 

1. The Cabinet had before them a note by the Secretary of the 
Cabinet (C. (57) 188) covering a report by officials on agriculture and 
the European Free Trade Area. 

The Paymaster-General said that it had now become clear that 
the Free Trade Area negotiations would not reach a successful 
conclusion if the United Kingdom maintained a completely negative 
attitude on foodstuffs. The other European countries were insisting 
that, in exchange for the eventual duty-free entry of our 
manufactured goods into their markets, they should gain easier access 
to our market for their agricultural products. The European 
countries were not in favour of free trade in foodstuffs; they favoured 
an evolution towards a system of managed markets. But they 
expected the United Kingdom to acknowledge the need for some 
arrangements for foodstuffs complementary to those under 
negotiation for industrial goods. There were two possible 
approaches: on the one hand, we might offer jto undertake 
obligations of a general character in respect of foodstuffs inside some 
form of institutional framework; on the other, we might negotiate 
concessions on imports of specific agricultural commodities. The 
report by officials set out a possible solution, based on the former 
approach and within the limits of existing commitments. Under it, 
we might offer to subscribe to a Statute for agriculture, separate from 
the Free Trade Area Convention, but negotiated and signed 
simultaneously with it in the Organisation for European Economic 
Co-operation (O.E.E.C.). This Statute might provide for the 
continuation of the present O.E.E.C. arrangements for consultation 
on agricultural policies; for rules for trade in agricultural products 
similar to those in the General Agreement on Tariffs and Trade 
(G.A.T.T.) and O.E.E.C.; for the elimination of tariffs and quotas on 
foodstuffs over a definite period, subject to the United Kingdom not 
being obliged to remove tariffs; for a strengthening of the existing 
agricultural institutions in O.E.E.C., provided that decisions were 
based on unanimous voting; and for institutional arrangements under 
which the United Kingdom could consider association with the 
machinery of the six Powers in respect of particular commodities. 
The United Kingdom might also give as helpful an undertaking as 
possible not to increase uneconomically the domestic industry's share 
of her own market in foodstuffs. An initiative on these lines might 
provide an acceptable solution, if it were put forward at the 
appropriate time in the negotiations. On the other hand, it might 
not prove sufficiently attractive to our European partners; and in that 
event we should need to consider whether we should go beyond the 
limits set by our existing policies and commitments. Officials were 
studying this and would submit a further report towards the end of 
September. It was not necessary to take decisions at the present 
stage; but it would be helpful for officials to know whether their 
report was regarded as an acceptable basis for their further work. 

In discussion there was general agreement that the line of policy 
set out in the report afforded the possibility of a solution and should 
form the basis of the further work by officials. The following points 
were, however, made : — 

(a) We should need to consider carefully the precise stage in the 
negotiations at which we should take an initiative on foodstuffs. It 
would be helpful if we could first know more about the methods by 
which the six Powers proposed to operate their managed market in 
agriculture. It would also be important that other countries, such 
as Denmark, should be made to realise that their interests were being 
damaged by the arrangements of the six Powers, and that there was 
no logical reason why we should afford them compensation for this 
damage by allowing them a greater share of our own market in 
foodstuffs. 

(b) While we were unlikely to experience great difficulty in 
securing European agreement that we should not eliminate our 



tariffs on products of interest to the Commonwealth, we might have 
to pay a price for this agreement, since a wide range of our imports 
of foodstuffs was affected. As against this, it was argued that the 
elimination of tariffs on foodstuffs was not a critical issue for many 
European countries because of the movement towards managed 
markets based on minimum price arrangements: we need not 
therefore adopt too defensive a posture in refusing to subscribe to 
tariff elimination. In any event, we should not allow the European 
countries to determine whether there was a significant Commonwealth 
interest in a product : this should remain a matter-for our own 
judgment. 

(c) We should find substantial difficulty in eliminating the quota 
restrictions on apples, pears and potatoes. We could not undertake 
to eliminate these until some other safeguards for our own production 
had been devised. The feasibility of minimum price techniques 
might well be further examined. 

(d) In insisting that we should enter into some parallel 
arrangements in respect of foodstuffs, other European countries were 
not primarily interested in the United Kingdom as a market for 
low-priced food exports; they were more concerned to secure the 
association of the United Kingdom with their own managed market 
arrangements based on minimum prices. Our closer association with 
Europe over foodstuffs was not likely to damage our agricultural 
interests: it was more likely to have the result that consumers in this 
country would pay higher prices for foodstuffs. 

(e) The presentation of any initiative on these lines, both to 
other Commonwealth Governments and to Government supporters 
in this country, would need careful preparation. There was a general 
impression that we intended to insist that foodstuffs must be excluded 
from the Free Trade Area, and any apparent change in this policy 
was liable to be misunderstood. Even if we went no further than 
the modest suggestions outlined in the report, there might be a major 
political reaction against the Governments involving themselves in 
consultative arrangements whose eventual outcome could not be 
foreseen. It would be helpful if the Paymaster-General were to 
attend the forthcoming meeting of Commonwealth Finance Ministers, 
as a demonstration that we were conscious of the Commonwealth 
interest in the Free Trade Area negotiations. It was also suggested 
that, with the same end in view, a standing committee should be 
established in London, comprising Commonwealth High 
Commissioners or their representatives, to keep under continuous 
review the progress of the Free Trade Area negotiations. 
Presentational difficulties might arise most acutely over any 
undertaking by the United Kingdom not to increase uneconomically 
the domestic industry's share of the market in foodstuffs. We should 
need to take into account in framing such a declaration the increasing 
efficiency of the farming industry, which was leading to a marked 
expansion in production; the obligations of the 1947 Agriculture 
Act ; and the devices practised by many other European countries to 
protect their own agricultural industries. There was general 
agreement that the presentational problem might be lessened, and our 
negotiating position strengthened, if representatives of the National 
Farmers ' Unions (N.F.U.s) were associated with the negotiations at 
some stage. 

Summing up the discussion, The Prime Minister said that the 
Cabinet were evidently in general agreement that the approach 
outlined in the report should form the basis of further study by 
officials. This approach could be reconciled with our policy that 
agriculture should be excluded from the scope of the Free Trade 
Area, since the arrangements which it envisaged were little more than 
an extension and strengthening of existing arrangements within 
O.E.E.C. The proposed Statute would involve us in no commitments, 
but would furnish a framework within which any necessary further 
measures could be discussed. Separate treatment for foodstuffs on 
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these lines could be fully justified on the basis that there was no 
general inclination in Europe towards free trade in agriculture on the 
lines envisaged for manufactured goods. In the negotiations we 
should make full use of the point that it was the agriculture 
arrangements of the six Powers which would damage the interests 
of food-exporting countries such as Denmark, and that it was illogical 
that compensating benefits should be looked for at our expense. In 
presenting any new initiative on these lines, care should be taken to 
carry the other Commonwealth Governments with us ; for this 
purpose the Paymaster-General should attend the meeting of the 
Commonwealth Finance Ministers and a standing committee 
consisting of Commonwealth High Commissioners or their 
representatives should be set up in London to keep under review the 
course of the Free Trade Area negotiations. As regards public 
opinion in this country, we should need to recognise that any injury 
arising out of arrangements of this sort was likely to be suffered by 
the consumer rather than by the farmer. Nevertheless there would be 
advantage in early informal consultations with representatives of the 
N.F.U .S . It must also be remembered that, in the last resort, the 
most effective method of presenting and defending proposals for 
closer economic association between the United Kingdom and Europe 
was in terms of the need to increase the solidarity of the free world 
against the menace of Soviet and Chinese Communism. Such an 
approach might hold an appeal both for the Commonwealth and for 
public opinion in this country. 

The C a b i n e t 
(1) Invited	 the Paymaster-General to arrange for officials to 

undertake their further studies of agriculture in the 
context of the Free Trade Area on the basis of 
C. (57) 188 and of the points made in discussion. 

(2) Invited the	 Paymaster-General to consider, in consultation 
with the Minister of Agriculture, how representatives of 
the National Farmers ' Unions could best be brought into 
informal consultation on these matters at an early date. 

(3) Agreed	 to resume their consideration of this question at a 
later meeting in the light of the further work to be 
undertaken in pursuance of Conclusion (1) above. 

2. The Cabinet had before them a note by the Joint Permanent 
Secretary to the Treasury (C. (57) 187) on the forthcoming meeting 
of Commonwealth Finance Ministers and the subsequent discussions 
between United Kingdom and Canadian Ministers on trade matters. 

The Chancellor of the Exchequer said that the Canadian 
Government had circulated a memorandum (Annex A of 
C. (57) 187) for discussion at the meeting of Commonwealth Finance 
Ministers which was to be held in Ottawa in September. F rom this 
it was clear that the Canadians would press strongly for a 
Commonwealth Economic Conference. The miscellany of topics 
suggested in the memorandum as a basis for the agenda of such a 
Conference was not, however, impressive: experience suggested that, 
to be successful, a full-scale Conference of the nature proposed should 
concentrate on a single major issue. It would be embarrassing if the 
Conference were held and proved to be a failure. Nevertheless 
it might be necessary to fall in with the wishes of the Canadian 
Government and agree to a Conference. There might be justification 
for this, since developments in the Free Trade Area negotiations and 
the general problem of the running down of sterling balances by 
Commonwealth countries in process of development might of 
themselves make a gathering of Ministers desirable sometime during 
the course of 1958. In these circumstances, we might allow our 
attitude to the Canadian proposal to be governed by the reactions of 



other Commonwealth Governments; but, if it were decided to hold a 
Conference, we should insist that adequate preparations for it should 
be made at a preliminary meeting of senior Commonwealth officials. 

In discussion it was suggested that other Commonwealth 
Governments were unlikely to be attracted by the Canadian proposal; 
Canadian officials were certainly sceptical of its value; and we might 
secure a more favourable outcome of the bilateral Anglo-Canadian 
trade discussions if the Canadian Government were no longer pinning 
all their hopes on a Commonwealth Conference. On the other hand, 
it was argued that it would be unwise for us to adopt a purely negative 
attitude to the Canadian proposal, particularly if it were thought 
unlikely that the Anglo-Canadian trade discussions would lead to 
any imaginative results. The new Canadian Government were well 
disposed to the United Kingdom, and if we failed to respond to their 
constructive proposals they might encounter serious domestic political 
difficulties. Moreover, at a time when we were taking a leading part 
in negotiations for closer economic association in Europe, it would 
be particularly inappropriate for us to oppose the holding of a 
Commonwealth Economic Conference. This might well create 
misunderstanding of our attitude both in this country and in Canada. 

i t was generally agreed that, on balance, the better course would 
be for us to adopt a positive attitude towards the Canadian proposal. 
If, at the meeting of Finance Ministers, there were any general 
disposition to favour the proposal for a Conference, we should take 
the lead in endorsing it, subject to adequate prior official preparation. 
If the general sentiment was against a Conference we should seek to 
help the Canadian Government by drawing attention to the need for 
continuing Commonwealth consultation on the European Free Trade 
Area negotiations, and should suggest the establishment of a standing 
committee of Commonwealth High Commissioners, or their 
representatives, in London, to keep the progress of the negotiations 
under close review. We should go on to propose that a special 
meeting of senior Commonwealth officials should be held in the 
spring of 1958 with the object of discussing developments in the 
European negotiations and reviewing the whole range of 
Commonwealth economic problems. It should be the task of this 
meeting to report to Ministers whether there appeared to be a need 
for a Commonwealth Economic Conference or some similar gathering 
of Ministers. A positive approach on these lines would be understood 
and appreciated by the Canadian - Government and could also be 
expected to meet with a favourable response from public opinion in 
this country. Meanwhile, the United Kingdom High Commissioner 
in Canada should not give any indication to Canadian officials that 
we felt any reservations about the suggested Conference. 

The Cabinet— 
(1) Instructed the Secretary of the Cabinet to submit for the 

.	 Prime Ministers approval a note setting out the attitude 
which Her Majesty's Government should adopt towards 
the Canadian proposal for a Commonwealth Economic 
Conference, reflecting the points made in discussion. 

Anglo- The Chancellor of the Exchequer said that Mr. Deifenbaker, 
Canadian the Candian Prime Minister, had stated that his Government aimed 
Trade. at a major reorientation of trade by diverting 15 per cent, of 

Canadian imports from the United States to the United Kingdom. 
The Canadian Government would not be able to achieve this unless 
they were prepared to discriminate openly against the United States; 
and it seemed clear from the Canadian memorandum that there was 
in fact no likelihood of such open discrimination by Canada against 
the United States. One way in which such a diversion of trade could 
be brought about, without involving Canada in a breach of her 
international obligations, would be for her to enter into a free trade 



area with the United Kingdom. It was true that, in the short term, 
such a development would yield greater advantages to the United 
Kingdom than to Canada and for that reason it was unlikely that 
the Canadians would look favourably on such a suggestion. But, 
even so, it would be good tactics to put it forward, as a safeguard 
against any criticism that we had failed to respond to the Canadian 
initiative. If the Canadians rejected the proposal, we might suggest 
that in return for a removal of the United Kingdom's quantitative 
restrictions on Canadian imports, Canada should undertake both to 
reduce her tariffs as far as possible in our favour and to reinforce the 
sterling area reserves, preferably by agreeing to hold part of her 
reserves in sterling. In present circumstances the Canadian reaction 
to this proposal might also be adverse. But it could be presented as 
a political, economic and commercial development of great 
importance. If we were successful in concluding an agreement with 
Canada on these lines, we should be under acute pressure to remove 
our quantitative restrictions on United States goods; and we might 
therefore need to negotiate a bargain, if possible on similar lines, 
with the United States Government. Failing any agreement on either 
of these major issues, we should have to fall back on relatively minor 
measures designed to improve the flow of Anglo-Canadian trade. 
These, while useful, would have little marked effect. 

The President of the Board of Trade said that it should not be 
impossible for us to organise our commercial relations with Canada 
on the same lines of intimate co-operation as was envisaged for our 
commercial relations with Europe under the Free Trade Area. 
Canada was anxious to become an industrial Power with a substantial 
trade in manufactured goods as well as in staple commodities. 
Against such a background, we should press strongly the idea of an 
Anglo-Canadian free trade area: although the short-term advantages 
would be on the side of the United Kingdom, Canada should 
recognise that she would reap a long-term benefit. Under such a 
proposal the diversion of imports aimed at by Mr. Diefenbaker 
would be assured, since all Canadian tariffs aeainst United Kingdom 
goods would eventually disappear. If the Canadians rejected this 
proposal we should, in putting forward the alternative suggestion 
outlined by the Chancellor of the Exchequer, take care to ensure that 
Canada made substantial reductions in her tariffs in our favour. 
We might justify the continuance of our quantitative restrictions on 
United States imports, at a time when we had removed them in 
respect of Canada, on the basis that Canada's agreement to reinforce 
the reserves placed her in a soecial oosition. We should also consider 
in this connection the possibility of some limited transfer from United 
States to Canadian securities in the Exchange Equalisation Account 
(E.E.A.) with the general object of increasing United Kingdom 
investment in Canada. 

In discussion it was agreed that the negotiations with Canada 
should be conducted by stages on the broad lines proposed. 
Mr. Diefenbaker was genuinely concerned about the extent to which 
Canada was relying on the United States for the development of her 
economy. It should not therefore be taken for granted that the 
Canadian reception of our proposals would necessarily be adverse, 
provided that they were presented in a manner designed to appeal to 
the sentiments of the new Canadian Administration. The possibility 
of transferring from United States to Canadian securities in the 
E.E.A., or of realising part of them, with the object of expanding the 
scale of United Kingdom investment in Canada would have a strong 
appeal to the Canadians and should be further explored. It might 
be possible by this means to establish an Anglo-Canadian Investment 
Board which would direct funds to specific projects, with the prospect 
that the development thereby created would lead to an increased 
demand for United Kingdom capital goods. 



Discussion then turned on the tactics which should be followed 
in the bilateral trade discussions. It was recognised that, if our ideas 
were communicated in advance to Canadian officials, they would be 
subjected to destructive criticism. Moreover, our proposals were of 
such a nature as to make them more appropriate for Ministerial 
representations on a broad political plane rather than for discussions 
between officials. On the other hand, given the limited time which 
would be available for the Ministerial discussions, whether in' 
Washington or in Ottawa, it was clear that in the absence of any 
preliminary preparation Canadian Ministers would not be able to 
carry matters very far. 

The Prime Minister said that there seemed to be no prospect 
of any worthwhile discussions with Canadian Ministers at the 
Ottawa meeting in September unless they had time to consider in 
advance the lines along which we were thinking. The Minister of 
Agriculture was to visit Canada early in September, and the 
Permanent Secretary of the Board of Trade would also be in Nor th 
America on official business at that time. It would be a convenient 
way of opening these matters with Canadians if the Minister of 
Agriculture were to indicate to Mr. Diefenbaker, in general terms, 
the scope of the proposals which were now under consideration by 
Her Majesty's Government. This would give the Canadians an 
advance indication of our thinking and might yield some clue to their 
likely reactions. The Permanent Secretary of the Board of Trade 
could give further details of our ideas, as required. Meanwhile, a 
personal message could be sent to Mr. Diefenbaker suggesting that 
the Minister of Agriculture should have discussions with him during 
the course of his visit to Canada next month. The Chancellor of 
the Exchequer might send a similar message to the Canadian Finance 
Minister. 

The Cabinet— 
(2) Took note	 that the Prime Minister would send a personal 

message to the Prime Minister of Canada suggesting that 
the Minister of Agriculture should have preliminary 
discussions with him in September on the subject of 
Anglo-Canadian trade. 

(3) Invited the	 Chancellor of the Exchequer to send a personal 
message in similar terms to the Canadian Finance 
Minister. 

(4) Invited the Chancellor of the Exchequer in consultation with 
the. Ministers concerned, to arrange for the preparation of 
a brief for the use. of the Minister of Agriculture in his 
discussions with Canadian Ministers, based on C. (57) 187 
and on the points made, in the Cabinefs discussion. 

Cabinet Office, S.W.1, 
28th August, 1957. 
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1. The Cabinet had before them a memorandum by the 
Parliamentary Secretary, Ministry of Health (C. (57) 189) reporting 
the conclusions reached by the Home Affairs Committee on the future 
scope of the welfare orange juice scheme and on the continuing 
subsidy provision to be made for this scheme. 

The Cabinet were informed that the proposed modifications in 
the scope of the scheme were based on the findings of a Committee of 
medical advisers under the Chairmanship of Lord Cohen of 
Birkenhead, which had recommended that special arrangements 
should no longer be made for ensuring that children between the ages 
of two and five were supplied with orange juice. N o difficulties were 
now foreseen in putting this recommendation into effect from 
1st November. The report of the Cohen Committee would not, 
however, provide support for a decision to withdraw or reduce the 
subsidy for the provision of welfare orange juice for other classes, and 
it was arguable that such a step would jeopardise the prospect of 
securing public acceptance of the reduction in the scope of the 
scheme. There was also a risk of a serious fall in the consumption of 
orange juice if the subsidy were totally withdrawn, with possible 
adverse effects on Jamaica and British Honduras which would give 
rise to pressure for further Exchequer assistance to price support 
schemes. 

The Cabinet— 
(1) Endorsed	 the recommendation of the Home Affairs 

Committee that the scope of t h e welfare orange juice 
scheme should be modified as proposed, with effect from 
1st November. 

(2) Invited the Chancellor of the Exchequer, in consultation with 
the Minister of Health, to give further consideration at a 
later date to the possibility of reducing the subsidy 
provision for this scheme in the following financial year. 

2. The Prime Minister said that the Turkish Government were 
continuing to press the request, which they had made earlier in the 
year, that we should sell them a refitted cruiser on favourable credit 
terms. We had already provided them with credits to a total of 
nearly £5 millions for the purchase of destroyers and Viscount 
aircraft and, in view of the mounting arrears of commercial payments, 
there could be n o justification for giving them further credit for 
the purchase of a cruiser. On the other hand, the Turkish Govern
ment were clearly anxious to obtain a more up-to-date vessel in place 
of the single obsolete cruiser they at present possessed and it was 
specially important at the present time that this request should be 
handled in such a way as to avoid alienating Turkish feeling. He 
therefore proposed that the Turkish Government should be informed, 
in a more amplified version of the reply which had been given them 
earlier, that we would be prepared to supply a cruiser on favourable 
terms if they could cover the greater par t of the cost of it by disposing 
of their existing vessel as scrap and raising from other sources the 
credit needed to meet the cost of refit and stores. 

Discussion showed that the Cabinet were in agreement with the 
proposed reply. It would be made clear to the Turkish Government 
that we could not contemplate extending further credit for this 
transaction and it was, in any event, important that we should not 
seem willing to supply arms to Turkey on more favourable terms than 
to Commonwealth countries. The refitted cruiser, which would cost 
some £700,000 exclusive of stores, would be of little strategic value 
to Turkey and was desired primarily for reasons of prestige. 
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The Cabinet— 
Authorised the Prime Minister to arrange for a reply to be 
sent to the Turkish Government on the lines which he had 
proposed in discussion. 

 3 . jh  Prime Minister said that no reply had yet been received e

 from the Greek Government to our invitation to them to participate 
 in a tripartite conference on the future of Cyprus. The Greek 

 Foreign Minister, M. Averoff, had however informed the United 
 States Ambassador that, while the Greek Government intended to 

 reject our proposal for a conference, their reply would be couched in 
terms which would not preclude further possible advance. In any 
event it would not now be practicable to convene a conference until 
the elections had taken place in Turkey in mid-October. In these 
circumstances it would appear to be to our advantage to refuse to 
accept an entirely negative reply from the Greek Government, but to 
maintain our pressure on them in the hope that it would prove 
possible eventually to secure their agreement to a conference at some 
convenient date after the Turkish elections. It was also for considera
tion whether, as no conference could now take place in the immediate 
future, it would not be expedient to take the United States 
Government into our confidence over the proposals we now had in 
mind for the future of Cyprus. This would involve a risk of 
premature disclosure, but there was reason to believe that our 
intentions were already becoming known in general terms and there 
was a danger of losing the goodwill and support of the United States 
Government if they became aware through other sources that we had 
prepared new proposals which we had not disclosed to them. This 
aspect of the problem would require further consideration by the 
Cabinet. 

The Cabinet— 
Took note with approval, of this statement by the Prime 
Minister. 

4. The Prime Minister said that, since the Cabinefs discussion 
on 2nd August, he had received a detailed report on the proposal that 
Vickers Limited should sell two Viscount aircraft to Egypt and secure 
payment through the Egyptian No. 1 (Special) Account. These 
aircraft, having no military value, could be sold without an export 
licence, but the transaction might attract unfavourable political 
comment and ought therefore to be considered by the Cabinet. 

In discussion it was argued, against this transaction, that it would 
be a mistake to allow the Egyptians to have these aircraft if we still 
wished to apply economic pressure to induce the Egyptian Govern
ment to adopt a more reasonable attitude towards the claims of 
British subjects whose property had been expropriated by them. 
These claimants, and those who supported them, would find it 
difficult to understand why the Egyptians should be free to buy these 
aircraft while their claims remained unsatisfied. It was also suggested 
that some Commonwealth countries were still anxious to buy 
Viscount aircraft and that, if this were so, it would be unreasonable 
that Viscounts should be supplied to Egypt before all the Common
wealth demands had been met. 

On the other hand it was argued that we were not in a position 
to enforce a trade embargo against Egypt and that unsystematic 
interference with particular trading transactions would not be an 
effective means of bringing pressure to bear on the Egyptian 
Government. Moreover, a refusal to allow payment for this 
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transaction to be made from the Egyptian No . 1 (Special) Account 
would be inconsistent with the statements about the Account which 
had been made on the Governments behalf in the House of 
Commons and with the assurances given to the Egyptian Govern
ment when it was established. Under those assurances Egypt was 
free to use her sterling earnings in that Account for the purchase of 
any British goods which were not subject to export licensing. The 
sale of these Viscounts would ensure that at least a part of the dues 
paid for the transit of British ships through the Suez Canal would be 
used to buy British goods; it would encourage the Egyptians to 
continue to use British civil aircraft; and it would provide continuing 
employment at the factories of Vickers Limited, who needed further 
orders for civil aircraft. 

The Cabinet— 
(1) Instructed	 the Secretary of the Cabinet to ascertain from 

Vickers Limited, and to report to the Prime Minister, 
whether they still had any unsatisfied orders for Viscount 
aircraft from Commonwealth countries. 

(2) Agreed that, subject to the results of the enquiries to be made 
under Conclusion (1), Vickers Limited should be 
authorised to supply two further Viscount aircraft to the 
Egyptian National Airline on the understanding that 
payment would be made from the Egyptian No . 1 
(Special) Account. 

(3) Invited the	 Minister of State for Foreign Affairs to explain 
to the United States Government the basis on which the 
sale of these aircraft to Egypt had been authorised. 

5. The Cabinet had before them a memorandum by the 
Minister of State for Foreign Affairs (C. (57) 190) regarding a 
proposal that the United States Government should finance, as part 
of their military aid programme, the supply of fifteen Centurion tanks 
to Jordan. 

The Prime Minister said that he had been seriously concerned at 
the original proposal that fifty-four Centurions should be supplied to 
Jordan by this means. Jordan's acquisition of so large a number of 
modern tanks would have disturbed the balance of military power in 
the Middle East and, in particular, would have provoked a strong 
demand from Israel for compensating supplies. The smaller numbers 
now envisaged would give rise to less difficulty. And in any event, if 
we declined to supply Centurions on this basis, the United States 
Government might well decide themselves to supply the tanks for 
which the Jordan Government were asking. The Cabinet should, 
however, recognise that, after this transaction went through, Israel 
might well renew her request for a further supply of Centurions; and, 
in view of the strength of Parliamentary feeling in favour of Israel 
at the present time, it could not be assumed that the Government 
would be able to reject such a request. 

Discussion showed that the Cabinet were in general agreement 
with the views expressed by the Prime Minister. 

The C a b i n e t 
(1) Authorised	 the Minister of State for Foreign Affairs to 

inform the United States Government that we should be 
willing to supply fifteen Centurion tanks to Jordan on the 
basis that payment would be made in dollars from their 
programme of military aid to Jordan. 

(2) Reserved their	 decision on the question whether this need 
entail a compensating sale of British tanks to Israel. 



6. The President of the Board of Trade said that the Advisory 
Council of the Export Credits Guarantee Department (E.C.G.D.) had 
reported that some limitation must now be imposed on the amount of 
medium-term commercial credit to be granted to India under 
Section 1 of the Export Guarantees Act. It was evident that India, 
having failed to obtain a Government loan, was relying on the 
facilities of E.C.G.D. as an alternative means of securing extended 
credit. The volume of medium-term commercial credit which had 
been granted to India, or applied for, amounted to some £34 millions 
and it was proposed to impose as soon as practicable a limitation of 
£25 millions for this form of credit. It was customary to accept the 
advice tendered by the Advisory Council on the commercial 
operations of E.C.G.D.; and officials of the Treasury, Board of Trade 
and Commonwealth Relations Office, who had considered the matter, 
could see no valid grounds for rejecting the advice given on this 
occasion. Refusal of further commercial credit to India, would, 
however, arouse comment and the decision would need careful 
presentation to the Indian Government. 

The Chancellor of the Exchequer said that it would be difficult to 
over-ride the advice of the Advisory Council of the E.C.G.D. in such 
a matter. Although it would be possible to grant India extended 
additional credit on political grounds under Section 2 of the Export 
Guarantees Act, it would probably be preferable that she should be 
left to accelerate her drawings on her sterling balances. He would, 
however, like time to examine the matter further. 

The Cabinet— 
Invited the Chancellor of the Exchequer, in consultation 
with representatives of the Ministry of Power, the Board of 
Trade and the Commonwealth Relations Office, to give 
further consideration to the case for restricting the amount 
of medium-term commercial credit extended to India under 
the Export Guarantees Act, and to the best means of 
presenting such a decision to the Indian Government. 

7. The Prime Minister informed the Cabinet of the exchanges 
of view which he had held with the United States Government on the 
significance of the recent political developments in Syria. There was 
little doubt that the Soviet Government had substantially increased 
their hold over Syria, and "there was a serious risk that the country 
would soon fall wholly within the influence of the Soviet Union. The 
United States Government had been considering what action could 
be taken to counter, or at least to contain, this Soviet move and they 
had sent a special emissary to the Middle East for discussions 
presumably designed to strengthen the will of neighbouring States to 
resist further Soviet encroachment. There were, however, no indica
tions that the United States Government had formulated any definite 
policy or plan of action for dealing with the situation. Oil pipelines 
passing through Syria could handle 25 million tons of oil a year from 
Iraq and a further 12 million tons from Saudi Arabia. Interference 
with these supplies would involve serious inconvenience for Europe 
and would cripple the economy of Iraq. It was therefore important 
that no action should be taken which might provoke Syria to cut these 
pipelines unless it formed part of a considered plan, which the United 
States Government were prepared to carry through, for restoring the 
whole position in the Middle East in favour of the Western Powers. 
It should not be overlooked that action which led the Syrians to 
interfere with these pipelines might also cause the Egyptian Govern
ment to restrict the passage of oil through the Suez Canal ; and in that 
event the damage to the economy of European countries would be 
very severe. 



The Prime Minister read to the Cabinet the draft of a message 
designed to bring these considerations to the attention of the United 
States Government. 

In discussion there was general agreement that further efforts 
should be made to ascertain the intentions of the United States 
Government, and to bring to their notice the considerations which 
the Prime Minister had outlined. This might be done either by a 
personal message from the Prime Minister to the United States 
Secretary of State or through H.M. Ambassador in Washington. 

The Cabinet— 
Took note that the Prime Minister would consider, in the 
light of their discussion, what further representations should 
be made to the United States Government in this matter. 

Cabinet Office, S.W. 1, 
28th August, 1957. 
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 1. The Cabinet discussed the situation in Syria. 

2. The Cabinet had before them a memorandum by the 
Minister of State for Foreign Affairs (C. (57) 191) stating that the 
United States Government had now decided to supply American 
M. 47 tanks to Jordan in place of the fifteen Centurion tanks, whose 
supply had been approved by the Cabinet at their meeting on 
27th August. The suggestion that American instead of British tanks 
should be supplied had apparently come from King Hussein. In the 
circumstances it would be difficult for the United Kingdom 
Government to question the decision. 

The Cabinet— 
Took note of C. (57) 191. 

3. The Cabinet had before them a memorandum by the 
Foreign Secretary (C. (57) 192) about the draft Convention setting 
up an international Tribunal for the protection of private interests 
which might suffer damage from the operations of the Arms Control 
Agency in Western European Union. 

The Cabinet were informed that under Article XVIII of the draft 
Convention it was proposed to accord to the judges of the Tribunal 
immunity from legal process. This provision raised no difficulty for 
the other Western European Union countries since it merely repeated 
the privileges and immunities already granted to the European Coal 
and Steel Community judges who would also be the six European 
judges on this new international Tribunal. In view of the importance 
of ensuring an early start of the full operation of the Arms Control 
Agency it was recommended that Her Majesty's Government should 
agree to accept Article XVIII, provided that an amendment was 
introduced limiting the immunity granted to the United Kingdom 
judge to immunity in respect of actions carried out in the course of 
his official duties. Legislation would not be required for this purpose, 
but an Order in Council would in due course have to be submitted to 
Parliament. 

The C a b i n e t -
Approved the proposals in C. (57) 192. 

4. The Chancellor of the Exchequer said that the Indian 
Government had objected to the proposal that the Export Credits 
Guarantee Department should issue an announcement about the 
limitation on the amount of medium-term commercial credit to be 
granted to India under the Export Guarantees Act. The Indian 
Government were now proposing to impose further restrictions on 
imports into India, and though the formal announcement of their 
new import licensing policy would not be issued until towards the 
end of the month, they intended to issue an interim statement on 



9th September which would enable the Export Credits Guarantee 
Department to refer applicants back to their Indian customers for 
letters of authority to be issued by the Government of India. This 
arrangement would make it unnecessary for the Department to issue 
the proposed announcement. The Chancellor said that, in view of 
the concern which the Indian Government had expressed about the 
original proposal, he intended to send a personal message to the 
Indian Finance Minister. 

The Cabinet— 
Took note, with approval, of this statement. 

Cabinet Office, S.W. 1, 
7th September, 1957. 
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The Cabinet resumed their discussion of the situation in Syria. 

Cabinet Office, S.W.1, 
10th September, 1957. 
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Vaccines.
Poliomyelitis,

;

 I'..,''.'.-.	 C C . 66 (57) 
 1. The Cabinet had before them memoranda by the 
 Parliamentary Secretary, Ministry of Health (C. (57) 196 and 197) 

 about the supply of vaccines against poliomyelitis and the Asian type 
of influenza. 

The Parliamentary Secretary, Ministry of Health, said that 
vaccination against poliomyelitis was at present being offered to 
children up to the age of ten. There was a strong case on medical 
grounds for extending the offer to children Up to the age of fifteen 
and to expectant mothers. In order to secure sufficient supplies to 
enable the numbers involved to be vaccinated by the summer of 1958, 
the limited supply of vaccine of British manufacture should be 
supplemented by the import, as a temporary measure, of up to 5,000 
litres of Salk vaccine from Canada and, if necessary, from the United 
States. 

In discussion there was general agreement with these proposals. 
But in view of the residual risk which might still attach to the use of 
the Salk vaccine and the Governmenfs previous decision not to 
import it, the presentation of this decision would require careful 
consideration. It would be inadvisable that the public announcement 
should omit any reference to the unfortunate incident in 1955 when 
the use of the Salk vaccine in the United States had resulted in several 
deaths and a substantial number of cases of poliomyelitis. This 
incident was, indeed, one of the main reasons for the refusal of the 
Government hitherto to endorse the administration of the Salk 
vaccine in this country. Their present decision to import it could be 
justified by the facts that in the last two years the means of testing it 
had been improved; that it had been reduced in strength and had been 
used in America and in Canada without further mishap; and that 
each batch of imports would be subjected to further tests in this 
country before being used. N o person could be compelled, however, 
to be vaccinated with the Salk vaccine against his, or his parents' , 
wishes; and the administrative arrangements should allow parents 

 to refuse the Salk vaccine if they preferred to wait until the British 
vaccine was available. 

In further discussion the following points were made: — 
(a) The vaccine should be imported under Crown privilege 

(although the use of this term should be avoided) in order to obviate 
the need to license it under the Therapeutic Substances Act. A 
licence under that Act would imply a degree of confidence in the 
purity and potency of the vaccine which the Governmenfs medical 
advisers were unable to endorse. Importation under Crown privilege, 
on the other hand, would enable the Government to arrange for 
further testing of the imports before they were used. 

(b) Some 15 per cent, of present British production was now 
being exported. This could, however, be justified on the grounds 
that the arrangement provided the basis of a valuable potential 
export trade, that the exporters were not subject to control and that 
the major part of the supplies exported was directed to countries, 
including other members of the Commonwealth, in which the 
incidence of poliomyelitis was more severe than in the United 
Kingdom. 

The Cabinet:-^- , , - . -.. 
(1) Approved the proposals in C, (57) 196, 
(2) Invited	 the Chancellor of the Duchy of Lancaster, in 

consultation with the Minister of Labour and the 
Parliamentary Secretary, Ministry of Health, to submit 
to the Prime Minister the draft of a public announcement 
of the Governmenfs decision. 
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The Parliamentary Secretary, Ministry of Health, said that, since 
supplies of vaccine for use against the Asian type of influenza would 
be limited in the near future, the output should be acquired by the 
Government in order that vaccination might be made available for 
hospital staffs, general practitioners and local health authority staffs, 
with a view to ensuring the continuance of essential health services 
in any epidemic of this kind. 

The C a b i n e t : 
(3) Approved the proposals in C. (57) 197. 

*2. The Cabinet had before them memoranda by the Prime 
Minister and the Chancellor of the Exchequer (C. (57) 194 and 195) 
about the economic situation. 

The Chancellor of the Exchequer said that the reserves of gold 
and dollars had fallen by more than $200 millions in August and 
would probably fall by as much again in September. These losses 
were partly due to speculation resulting from the devaluation of the 
franc and the present under-valuation of the Deutschmark; and this 
speculation Would be aggravated unless the Government were seen 
to be taking effective steps in support of sterling. He intended to 
make plain, at the forthcoming meeting of the International 
Monetary Fund (I.M.F.) in Washington, the Governmenfs intention 
to maintain the present sterling-dollar rate of exchange at $2-80. 
But if this statement was to be effective, it was essential that he should 
be able to announce, before he left for Washington, the corrective 
measures which the Government intended to take. The key to the 
problem lay in restricting the supply of money. Ministers had 
already been asked to hold civil expenditure next year within this 
year's limits; defence expenditure for 1958-59 would have to be held 
below a ceiling of £1,450 millions; and the utmost economy would 
need to be exercised in local government expenditure. His main 
proposals, however, were directed to restricting the flow of money 
into investment, both in the public sector and in the private sector. 
Investment in the public sector should be limited to £1,500 millions 
in each of the years 1958-59 and 1959-60, involving a reduction of 
10 per cent, on the present programmes. In the private sector steps 
should be taken to ensure that bank advances were held some 5 per 
cent, below the level reached in the preceding years. The means by 
which this objective might be achieved would require further 
consideration in view of the limited statutory powers available to 
the Government. In addition a further check should be imposed on 
consumption, preferably by an intensification of the restrictions upon 
hire purchase credit. The deposit for motor vehicles might be raised 
from 33£ per cent, to the previous level of 50 per cent, and the twenty
four months ' repayment period for all goods might be reduced to 
eighteen months. 

The Home Secretary said that the price stability which had 
characterised the period 1953-54 had been achieved as a result of the 
recession in 1952, the imposition of severe import restrictions, an 
increase in the Bank Rate, and the provision of fresh incentives. In 
present circumstances there could be no question of creating an 
artificial recession. Nor would it be appropriate to impose fresh 
restrictions on imports, although we should reserve our freedom to 
do so if, in the last resort, the balance of payments so required. 
Nevertheless, the proposed curtailment of investment was bound to 
be criticised as jeopardising the future growth of output; and it was 
for consideration, therefore, whether consumer demand should be 
restricted rather more sharply than was suggested. Moreover, it 
would be desirable that, before final approval was given to the 



C C . 66 (57) 

suggested reduction in finance for investment, the implications in 
terms of individual investment programmes should be more closely 
examined. A further adjustment of the Bank Rate might also be 
necessary for psychological reasons. 

The President of the Board of Trade doubted whether the 
proposals were adequate to the real problem. We were confronted 
both by the need to stabilise prices and by the need to reinstate 
sterling as a currency worth holding. If it were not for our inter
national banking liabilities, the disinflationary measures now proposed 
might suffice to maintain the present exchange rate. In fact, however, 
the low level of our reserves in relation both to our earnings and to 
the sterling balances made it doubtful whether any politically tolerable 
measures of the kind now contemplated could enable the rate to be 
held. The impact of merely maintaining investment at the present 
level and reducing bank advances by 5 per cent, would be relatively 
slight in view of the scale on which credit was being made available 
by other sources such as the building societies and the insurance 
companies. On the other hand, any really drastic reduction in the 
scale of investment would have serious results in the longer term. 
The fundamental problem was that international exchange rates were 
not in a state of equilibrium. Some adjustment would probably prove 
to be essential, and we might be wiser to rely on such an adjustment 
for the solution of our problems. If so, we should make the necessary 
dispositions now. 

The Minister of Labour said that the index of retail prices would 
shortly show a fall of about a point. Moreover, unemployment was 
tending to rise while the number of unfilled vacancies was declining. 
These were encouraging signs. Nevertheless, the need to take action 
in defence of sterling was clear, although the efficacy of the measures 
proposed and the speed with which they would take effect were 
perhaps open to question. In particular, the suggestion that 
unemployment might need to rise to a level of 3 per cent, implied 
that, on average, some 700,000 people would be thrown out of work, 
a figure which might rise to about one million at the peak period of 
the year. The political implications of so sharp a rise in unemploy
ment could be serious. Moreover, it was doubtful whether the mere 
creation of unemployment would necessarily weaken the bargaining 
power of the trade unions. With these reservations, however, he 
supported in principle the proposals put forward by the Chancellor 
of the Exchequer. : 

The Minister of Housing said that, although he accepted, in 
principle, the need for action on the lines described by the Chancellor 
of the Exchequer, the proposed adjustment of the investment 
programme would have a serious effect on housing, particularly in the 
context of the Rent Act. A reduction in house building on the scale 
suggested could probably not be achieved without the imposition of 
a statutory building control. Moreover, it would be impossible for 
the Government to carry out their pledge on slum clearance. It was 
the more important, therefore, that the reductions in investment 
should be generally spread: otherwise local pockets of severe 
unemployment might develop. 

In further discussion the following points were m a d e : — 
(a) The adoption of a floating exchange rate for sterling in 

present circumstances would imply, in effect^ its devaluation. It 
would imply also a policy of full convertibility; and to make sterling 
fully convertible at a time when the Exchange rate was under 
pressure could have very serious consequences. 

(b) Hire-purchase credit constituted only a very small percentage 
of consumer expenditure. Further measures of restriction would, 
therefore, have little effect on consumption, while being at variance 



London Taxi 
Fares. 

Cabinet
10th

with the Governmenfs recently declared intention tc stabilise hire
purchase terms on the present basis and imposing a fresh handicap 
on our export trade by weakening its home base. 

(c) The forthcoming reduction in defence expenditure should 
exert a powerful disinflationary effect. 

(d) Successful resistance to wage claims would do much to 
re-establish confidence in sterling. A critical case would shortly arise 
in respect of the British Transport Commission. 

(e). There might be advantage in reactivating the British Produc
tivity Council, to whose support the trade unions were already 
committed. 

(/) It would be desirable to consider whether fresh arrangements 
should be made to assist the Government not merely to take decisions 
of policy on matters involving economic judgment but also to assess 
more precisely the impact of various alternative courses of action. 

The Prime Minister said that the Government were confronted 
with two problems, the stabilisation of prices and the protection of 
sterling until it became possible to attempt an objective approach to 
a general realignment of world currencies. These were separate 
problems, although action directed to one of them might well 
contribute to resolving the other. The proposals before the Cabinet 
would need further consideration from this point of view. It would 
also be helpful if the implications of the proposed curtailment of 
investment could be explored more fully with the Ministers primarily 
concerned, and if the methods by which bank advances would be 
restricted could be defined in greater detail. 

The public presentation of any measures on which the 
Government might decide would need careful consideration. It 
would be important not to dramatise the situation and to avoid any 
suggestion that the Government were unduly alarmed by recent 
developments. Our aim should be to establish general confidence 
that the Governments measures were in full conformity with their 
policy of applying stimulus or restraint to the economy as 
circumstances required and effecting such adjustments by means of 
moderate and sustained pressure rather than by abrupt changes of 
policy. 

The Cabinet— 
(1) Invited the Chancellor of the Exchequer, in consultation with 

the Ministers primarily concerned, to arrange for a more 
detailed examination of the implications of the proposed 
restriction of finance for public sector investment. 

(2) Invited the Chancellor of the Exchequer to consider by what 
means the proposed curtailment of bank advances might 
be most effectively achieved. 

(3) Agreed to resume their	 discussion at a subsequent meeting, 
in the light of the result of the action taken under 
Conclusions (1) and (2) above. 

3. The Home Secretary said that he proposed shortly to make 
an Order authorising a sixpenny surcharge on London taxi fares 
pending a general review of the charging arrangements. With the 
exception of the temporary surcharge authorised during the recent 
petrol rationing, taxi fares in London had remained unchanged since 
195.1. 

The Cabinet— 
Took note, with approval, of this statement. 

Office, S.W.1. 
September, 1957. 
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(Previous 
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C.C. (57) 63rd 
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Minute 3.) 

Proceedings in 
the United 
Nations. 

Economic 
Situation. 
(Previous 
Reference: 
C.C. (57) 66th 
Conclusions, 
Minute 2.) 

1. The Foreign Secretary said that the Greek proposal for the 
inseription of Cyprus on the agenda of the General Assembly of the 
United Nations would come forward for debate in the following week. 
He had agreed with the Colonial Secretary that it would be unwise 
to oppose the inscription of a Cyprus item. The present Greek 
proposal, however, was in two parts, the first referring to the issue 
of self-determination, the second to the alleged atrocities committed 
by the British colonial administration in Cyprus. We could clearly 
not agree to the inscription of the second par t of the proposed 
formula. But, while making it clear that we were bound to oppose the 
Greek proposal in its present form, we should indicate that we would 
not object to the inscription of a general reference to the Cyprus 
problem and we should seek to secure that a more moderate form 
of words was adopted, possibly on the initiative of the United States 
delegation. 

In discussion it was agreed that, in opposing the inscription of 
the second part of the Greek proposal, we should not give the 
impression that we were reluctant to discuss the alleged atrocities. 
Our opposition should be based on the ground that we were not 
prepared to discuss in the United Nations the administration of 
Cyprus, which was an internal matter for the United Kingdom 
Government. 

The Cabinet-
Approved the Foreign Secretary's proposals for dealing with 
the inscription of a Cyprus item on the agenda of the 
forthcoming meeting of the General Assembly of the United 
Nations. 

*2. The Cabinet resumed their discussion of memoranda by 
the Prime Minister and the Chancellor of the Exchequer (C. (57) 194 
and 195) about the economic situation. They also had before them 
the draft of a statement about inflation, which the Chancellor of the 
Exchequer proposed to issue during the following week, together 
with a memorandum by the . President of the Board of Trade 
(C. (57) 203) about hire-purchase restrictions. 

The Chancellor of the Exchequer said that, after discussing in 
greater detail with the Ministers concerned his proposals for curtailing 
the supply of finance for investment in the public sector, he was 
satisfied that these proposals were realistic and practicable. In the 
case of the private sector the statutory powers available to the 
Government to regulate bank advances were so slight that he could 
not seek to achieve more than the agreement of the banks to 
arangements whereby the average level of advances during the 
following twelve months should not exceed the average level for the 
previous twelve months. He remained of the opinion that some 
further measure of restraint on consumption should be introduced in 
order to supplement the curtailment of investment and that the 
intensification of the restrictions on hire-purchase credit which he 
had previously outlined represented the most suitable means of 
realising this purpose. A public statement of the Governmenfs firm 
intention to stabilise the economy at its present level by adopting 
the measures which he had described should make it possible, in his 
opinion, to maintain the sterling-dollar exchange rate at $2-80. 

In discussion some doubt was expressed about this view. The 
degree of foreign confidence.in sterling was determined primarily by 
the level of our reserves of gold and dollars in relation to our external 
liabilities; and, even though the proposed measures might be adequate 
to restore the balance of the domestic economy, they were liable 
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to be judged insufficient to enable us to fulfil our functions as the 
central banker of a world-wide currency system. Moreover, existing 
international parities were becoming increasingly indefensible and 
the efforts of central banks to protect them by successive increases 
in short-term interest rates were gradually provoking a recession in 
trade. If we were not to resort to import controls, the effective choice 
lay between initiating a general re-assessment of parities and allowing 
a depression to develop. It would be wiser in the long term to adopt 
the former course, While time permitted. On the other hand it was 
urged that, if such a re-assessment involved the adoption of a floating 
rate for sterling, this might well precipitate a collapse of the sterling 
area, particularly if the floating rate was introduced at the present 
time when sterling was already subject to heavy pressure. Nor 
would such action be in any way a substitute for the measures of 
domestic restraint which were now under consideration. Indeed, if 
a floating rate was to be effective, it would remain essential to adopt 
those measures together with others even more severe. 

Even the proposed measures, however, would be liable to be 
interpreted as representing a major change in the Governmenfs 
economic policy. Hitherto, in their attempts to reconcile full 
employment, price stability, free collective bargaining and a fixed 
exchange rate, the Government had been prepared reluctantly to allow 
prices to rise rather than to endanger the other objectives. They 
would now appear to be willing to sacrifice full employment in the 
interests of price stability. The political consequences of such a 
change of purpose could be serious, particularly in terms of its impact 
on those members of the trade unions who had supported the 
Government in the last elections but still regarded the maintenance 
of full employment as the primary objective of economic policy. It 
would be important, therefore, that the Governmenfs proposals 
should be so presented as to minimise the risk of creating a sense of 
discouragement and frustration and that they should be accompanied, 
as far as possible, by measures to increase productivity. The 
Governmenfs aim must be to seek to restore the momentum of an 
expanding economy as rapidly as circumstances allowed. 

The effect of the proposed measures would depend largely on the 
extent to which public opinion, both at home and abroad, was 
convinced that the Government were whole-hearted in their intention 
to implement their policy. It was for consideration, therefore, 
whether the proposals should be reinforced by the introduction of a 
building control. It would be inexpedient for the forthcoming 
statement to include any reference to a control which could not be 
brought into effect until the necessary legislation had been passed. 
Nevertheless, the introduction of such a control as soon as possible 
would be valuable both in terms of its economic effect and for the 
sake of the further evidence which it would provide of the 
Governmenfs determination that the curtailment of investment 
should operate impartially as between different sections of the 
community. On the other hand, the Governmenfs supporters were 
likely to be severely critical of the introduction of a building control, 
on the ground that it would represent a complete reversal of 
Conservative policy on this subject. Their criticism would be 
reinforced by the fact that the initial impact of the control would be 
liable to coincide with the implementation of the Rent Act. 
Moreover^ it was uncertain how effective such a control would be. 
Much of the inessential building which it would be designed to curb 
had probably been completed and it would be undesirable that 
building for productive enterprise should be unnecessarily limited. 
It might be preferable to seek to secure a curtailment of building by 
taking powers to control the finance made available for this purpose 
by such institutions as the building societies and the insurance 
companies. There was general agreement that the case for the 
introduction of a building control should be examined in greater detail 
in the light of these considerations. 



Some doubt was also expressed about the inclusion in the 
forthcoming statement of measures to restrict still further the 
availability of hire-purchase credit. Such measures would result in 
a decline in production and a corresponding rise in prices, which 
would hamper our exports. Moreover, hire-purchase control, which 
affected only a minimal proportion of consumption expenditure, 
had been shown to be ineffective and had been abandoned as an 
instrument of economic policy in the United States after an exhaustive 
survey of its results. A more effective control over the volume ol 
hire-purchase credit could be achieved by regulating more closely 
the volume of money made available by the hire-purchase finance 
companies to finance such transactions. On the other hand, it was 
important that the Governmenfs disinflationary policy should be 
seen to incorporate measures of restraint on consumption in addition 
to the proposed curtailment of capital investment. The intensification 
of the restrictions on hire-purchase transactions represented the most 
convenient form which such measures might take, and however 
unpopular it might prove, it could be argued to represent an essential 
element in the Governmenfs proposals as a whole. 

The Prime Minister, summing up the discussion, said that there 
appeared to be general agreement that the Chancellor of the 
Exchequer, before leaving for the meeting of the International 
Monetary Fund in Washington, should be fortified by some public 
expression of the Governmenfs determination to maintain the present 
sterling-dollar exchange rate and to adopt measures which, by limiting 
the amount of money made available both for investment in the public 
sector and for the needs of the private sector, would secure a better 
balance between the demand for and the supply of the resources of 
the economy. It remained to be decided, however, how this general 
agreement in principle should be defined in a public statement which 
could be made before the departure of the Chancellor of the 
Exchequer; how the Governmenfs action could be so presented to 
public opinion, both at home and abroad, as to be seen to be neither 
inconsistent with their previous economic policy nor prompted by 
fundamental doubts about the strength of the currency; and how the 
adjustment of emphasis which it was the Government's purpose to 
achieve would best be translated into practical measures which would 
be adequate to this objective. It would be advisable that these 
questions should be further studied, as a matter of urgency, by a 
small Committee of Ministers constituted as follows: — 

Chancellor of the Exchequer (Chairman).
President of the Board of Trade. 
Minister of Labour. 
Minister of Housing. 
Minister of Education. 
Minister of Power. 
Chancellor of the Duchy of Lancaster. 

The Committee should report to the Cabinet early in the following 
week, in order that the proposed statement of policy might be made 
on 19th September. 

The C a b i n e t 
(1) Took note, with approval, of the Prime Ministers	 proposal 

to appoint a Ministerial Committee to examine the 
disinflationary measures to be adopted and their public 
presentation. 

(2) Agreed to resume their discussion at a subsequent meeting. 



British ' 3. The Minister of Transport said that the National Union of 
Transport Railwaymen had submitted to the British Transport Commission a 
Commission. claim for a substantial increase in wages. This claim would be dealt 
(Previous with by the normal machinery of negotiation in the railway industry. 
Reference: In a recent discussion the Chairman of the Commission, Sir Brian 
C.C. (57) 56th Robertson, had expressed the hope that the claim for increased wages 
Conclusions, by London bus workers would come to a head first. He had given 
Minute 4.) instructions that no increase in this case should: be agreed without 
Wage Claims reference to himself. He also proposed to reject the railway claim 

during the negotiations, with the result that it would eventually come 
before the Railway Staffs National Tribunal. Sir Brian Robertson 
had asked for an assurance that he would have the support of the 
Government in maintaining this attitude and. in accepting whatever 
award was ultimately made by the Tribunal. 

The Cabinet— 
: Agreed that the Minister of Transport should give

Chairman of the British Transport Commission
assurance for which he had asked. 

 the 
 the 

Nuclear Power. 4. The Cabinet had before them:—-
I.B.R.D. Loan. (i) a memorandum by the Chancellor of the Exchequer 
(Previous (C. (57) 199) seeking authority to explore the possibility 
Reference: of a loan from the International Bank for Reconstruction 
C.C. (57) 60th and Development (I.B.R.D.) for the United Kingdom 
Conclusions, nuclear power programme; and 
Minute 6.) (ii) a memorandum by the Minister of Power (C. (57) 202) 

criticising this proposal on the grounds that it would be 
disadvantageous and unwelcome to the country. 

The Chancellor of the Exchequer said that, as a result of his 
recent discussions with the President of the I.B.R.D., he believed that 
it should be possible to obtain a substantial loan from the Bank for 
expenditure in local currency and for such an arrangement to be 
extended into a continuing programme of dollar finance for our 
nuclear power programme. It seemed clear, however, that a loan 
of this kind could not be made available without the participation 
of the New York market. He was aware of the objections to this 
element in the proposal but they were outweighed by the need to 
attract capital investment from abroad for our basic industries. N o 
firm offer of a loan had, however, yet been made by the I.B.R.D. and 
he proposed to hold further discussions with the President of the 
Bank, without commitment, and to report further on the subject. 

The Cabinet— 
(1) Authorised	 the Chancellor of the Exchequer to explore 

further, without commitment, the possibility of a loan 
from the I.B.R.D. for the financing of the United Kingdom 
nuclear power programme and the terms on which such 
a loan might be available. 

(2) Agreed to resume	 their discussion at a subsequent meeting 
in the light of the information obtained under 
Conclusion (1) above. 

Electrical 5. The Cabinet had before them a memorandum by the 
Industry: President of the Board of Trade (C. (57) 193) about the Report of 
Monopolies. the Monopolies Commission on the heavy electrical industry. 

The President of the Board of Trade said that this report had 
condemned agreements among manufacturers of heavy electrical 
equipment, relating both to the domestic market and to exports, as 
being against the public interest. Those relating to the domestic 
market were now a matter for the Restrictive Practices Court, to 



Civil 
Aviation. 
(Previous 
Reference: 
Conclusions, 
C C . (57) 43rd 
Minute 10.) 
Britannia 
Aircraft. 

which a representative agreement was to be submitted at an early date. 
It was likely, however, to be a considerable time before the Court 's 
findings were made known, and he was liable to be pressed to declare 
the Governments decision on the recommendations of the 
Commission relating to export agreements, which were not within the 
jurisdiction of the Court. It would be difficult, and might be 
politically embarrassing, to.set aside these recommendations, which 
had been made after a full examination and were supported by all 
but one of the Commission^ members. These considerations, 
however, were outweighed by the need to maintain the industry's 
position in world markets. The industry claimed that they were at 
a disadvantage compared with their European competitors whose 
domestic markets were both profitable and protected and were likely 
to remain so, despite the provisions of the Treaty of Rome. If they 
were to be enabled to compete on equal terms, they must be allowed 
to enter into, or to extend, arrangements with their European rivals 
with a view to securing a reasonable profit in third markets. 

In discussion it was the general view of the Cabinet that, while 
Government endorsement of the export agreements in question would 
not be welcome to Commonwealth countries, the heavy electrical 
industry ought not to be placed at a disadvantage in the present 
conditions of European competition. On the other hand, to reject 
forthwith the findings of the Monopolies Commission might be 
held to prejudice the subsequent proceedings of the Restrictive 
Practices Court in relation to agreements affecting the domestic 
market. It would therefore be preferable that any announcement of 
the Government^ views should be delayed as long as possible, and 
that in the meantime no action should be taken against agreements 
of the kind in question. This policy could, if necessary, be defended 
by reference to the difficulty of reaching a decision pending the verdict 
of the Restrictive Practices Court and a more certain assessment of 
future conditions in European markets. 

The Cabinet— 
Invited the President of the Board of Trade to be guided by 
the points made in their discussion in dealing with the 
Monopolies Commission^ report on the heavy electrical 
industry. 

6. The Cabinet were informed of certain difficulties which had 
arisen in the development of the Britannia aircraft. There was 
general agreement that it was important to ensure that this project 
was completed satisfactorily and that the Government should make 
their good offices available informally for this purpose. 

The Cabinet— 
Invited the Minister of Transport, in consultation with the 
Minister of Power and the Financial Secretary, Treasury, 
to consider what steps might be taken to facilitate the 
satisfactory final development of the Britannia aircraft. 
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CABINET 

CONCLUSIONS of a Meeting of the Cabinet held at 10 Downing Street, S.W.1, 
on Tuesday, 17th September, 1957, at 3 p.m. 

Present: 
The Right Hon. HAROLD MACMILLAN, M.P., Prime Minister 

The Right Hon. R. A. BUTLER, M.P., The Right Hon. PETER THORNEYCROFT, 
Secretary of State for the Home M.P., Chancellor of the Exchequer. 
Department and Lord Privy Seal. 

The Right Hon. JOHN MACLAY, M.P., The Right Hon. VISCOUNT HAILSHAM, 
Secretary of State for Scotland. Q.C., Lord President of the Council. 

The Right Hon. Sir DAVID ECCLES, The Right Hon. IAIN MACLEOD, M.P., 
M.P., President of the Board of Minister of Labour and National 
Trade. Service. 

The Right Hon. HENRY BROOKE, M.P., The Right Hon. LORD MILLS , Minister 
Minister of Housing and Local of Power. 
Government and Minister for Welsh 
Affairs. 

The Right Hon. HAROLD WATKINSON, The Right Hon. GEOFFREY LLOYD, 
M.P., Minister of Transport and Civil M.P., Minister of Education. 
Aviation. 

Dr. The Right Hon. CHARLES H I L L , 
M.P., Chancellor of the Duchy of 
Lancaster. 

The following were also present: 
The Right Hon. D. ORMSBY-GORE, The Right Hon. EDWARD HEATH, M.P., 

M.P., Minister of State for Foreign Parliamentary Secretary, Treasury. 
Affairs. 

Mr. J . D. PROFUMO, M.P., Parlia
mentary Under-Secretary of State for 
the Colonies. (Item 1.) 

Secretariat : 
Mr. B. St. J . T R E N D 
Mr. J. M. W I L S O N 
Mr. P. R. ODGERS 
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Cotton. 1. The President of the Board of Trade recalled that on 1st 
Imports. August the Cabinet had agreed that the Lancashire cotton industry 
(Previous should seek to reach a voluntary agreement with the industries of 
Reference: India and Pakistan for the limitation of cotton exports from those 
C C . (57) 60th countries, to be administered by import licensing in this country, 
Conclusions, on the understanding that there would be a similar agreement with 
Minute 7.) the Hong Kong industry which would be policed by the Hong Kong 

industry itself. If the Hong Kong industry failed to keep within the 
limit voluntarily agreed, the industries of India and Pakistan would 
be released from their agreement, and the United Kingdom 
Government would then have to decide whether to accept the failure 
of the scheme or to impose quota restrictions on the textile imports 
involved. The Governor of Hong Kong had, however, stated that 
it would not be possible to assemble any sufficiently representative 
group of the Hong Kong interests concerned to negotiate a voluntary 
agreement on these lines; and he had therefore suggested that the 
Lancashire industry, without reference to Hong Kong, should 
negotiate agreements with the industries of India and Pakistan which 
would include a ceiling for cotton exports from Hong Kong. The 
President of the Board of Trade said that in that event India and 
Pakistan would seek to impose a low limit on exports from Hong 
Kong, the agreements would be rapidly frustrated, and the United 
Kingdom Government would be faced with the need to impose 
quotas on imports of textiles from Asiatic Common wealth countries. 
In these circumstances he recommended that the Cabinefs earlier 
decision should be reaffirmed and that the Governor of Hong Kong 
should be pressed to make further efforts to arrange for the formation 
of a body representative of the local industry which could negotiate 
a voluntary limit on cotton exports from the Colony. 

The Parliamentary Under-Secretary of State for the Colonies 
said that the Governor of Hong Kong had made it clear that, even 
if such a body could be convened, the industry would have no 
incentive to agree to any limit on textile exports. Moreover, neither 
the industry nor the Hong Kong Government would be either able 
or willing to police any agreement. The alternative proposal put 
forward by the Governor was intended to preserve the substance of 
the arrangement approved by the Cabinet without making Hong 
Kong formally a party to a voluntary agreement which the Colony 
had neither the wish nor the means to implement. 

In discussion there was general agreement that it would be 
impracticable for the Lancashire industry to seek to agree a 
voluntary limitation of exports with the industries of India and 
Pakistan in the absence of any indication of the limit to be placed 
on exports from Hong Kong. Although the United Kingdom 
Government would probably have to take the effective decision about 
this limit, it would be undesirable that the figure should be fixed 
without any consultation with the Hong Kong industry and that local 
interests should be allowed to evade any share in the responsibility. 
The Governor of Hong Kong should, therefore, be informed that, 
before the Lancashire industry could pursue further negotiations 
with the industries of India and Pakistan, it would be necessary to 
determine the limit to be placed on cotton exports from Hong Kong; 
and he should be invited to consider how the local industry would 
best be brought into consultation for this purpose. 

The Cabinet: — 
Invited the Parliamentary Under-Secretary of State for the 
Colonies, in consultation with the President of the Board 
of Trade, to prepare, for the Prime Minis ters approval, 
a further message to the Governor of Hong Kong on the 
lines agreed in discussion. 

52550-14 



 M o r m e d  0 f  d e v e l o P m e n t("previous OtJL^^^  " " ^ ^ in the 
Reference: . 
C C . (57) 65th 
Conclusions.) 

Economic *3. The Cabinet resumed their discussion of memoranda by the 
Situation. Prime Minister and the Chancellor of the Exchequer (C. (57) 194 
(Previous and 195) about the economic situation. They also had before them 
Reference: a memorandum by the Chancellor of the Exchequer (C. (57) 209) 
C C . (57) 67th outlining the measures which it was proposed to introduce, together 
Conclusions, with a memorandum by the Minister of Housing (C. (57) 212) about 
Minute 2.) the implications of the reductions in the housing programme. 

The Chancellor of the Exchequer said that it was essential that 
the supply of money should be restricted if the inflationary pressure 
was to be contained. He adhered, therefore, to his proposal that the 
money value of public investment should be held during the next 
two years at its present level; and the Committee of Ministers who 
had examined the measures which he contemplated for this purpose 
were satisfied that, although these measures were drastic, they were 
realistic and practicable. Similarly, in the private sector, bank 
advances should be restricted to their current level. In addition, 
however, it might well be necessary to take fresh powers of control 
over the banking system in order to enforce an adequate restriction 
of credit in general; and a small working group of representatives 
of the Treasury and the Bank of England had been constituted, 
under the Economic Secretary to the Treasury, to consider what 
further action might need to be taken for this purpose. 

On further consideration he was satisfied that his earlier 
: proposals for an intensification of the restrictions on hire-purchase 

were likely to be only marginally effective; and he did not propose 
to pursue them further. He was also impressed by the objections 
to the introduction of a building control. Such a measure might 
aggravate the pressure on resources in the interval while the 
necessary legislation was being enacted. It would involve the 
establishment of a large and cumbrous administrative organisation to 
implement the control. Moreover, it would be uncertain in its 
incidence and relatively slow to take effect. In the light of these 
considerations it might well be wiser to seek to curb inessential 
building by means of a general intensification of the restriction of 
credit. 

It was also for consideration whether the measures now 
proposed should be reinforced by an increase in Bank Rate. Such 
an increase would probably be inevitable in order to maintain foreign 
confidence in sterling when the full extent of the probable loss of 
gold and dollars during September was known; and i t would also 
provide a powerful and immediate support to the other 
disinflationary measures. 

In discussion it was emphasised that the proposed measures 
would be interpreted by public opinion as indicating that the 
Government were now departing, for the first time, from the 
objectives of the 1944 White Paper on Full Employment. These 
measures were likely to cause industrial dislocation, the failure of 
many small businesses and substantial unemployment. They would, 
therefore, be unwelcome to those of the Governmenfs supporters 
who regarded the maintenance of full employment as the primary 
objective of economic policy; and their political implications might 
be very damaging. Moreover, they constituted an implicit admission 
that the Government had failed in their attempt to manage the 
economy on a basis of voluntary agreement and that they were 
unable to maintain for more than a brief period the state of balanced 
prosperity which they had achieved during 1953. Their impact 

* Previously recorded in a Confidential Annex. 



would be particularly severe on housing, and slum clearance, 
especially in Scotland. The Government had introduced the Rent 
Act on the assumption that any rise in property values which it might 
provoke would be limited and controlled by the increase in the 
number of new houses becoming available. This assumption was 
now liable to be falsified; and it would be impossible, without 
provoking a dangerous political situation, to intensify the restriction 
on new housing beyond the limits so far envisaged. 

The proposed measures could also be criticised on the grounds 
that they were directed solely against investment and would leave 
consumption unaffected; that they ignored the evidence that a 
deflationary tendency was already beginning to appear in the 
economy and would be given a further impetus by the prospective 
reductions in defence expenditure; and that they assumed that the 
defence of sterling was the sole responsibility of the United Kingdom 
and imposed no duty on the other members of the sterling area to 
take corrective action of their own. 

Nevertheless, it appeared impossible to devise any alternative 
means of defending sterling at the present critical juncture and of 
demonstrating the Governmenfs determination to resist the 
implications of the substantial new wage claims which were now 
being formulated. For these reasons the proposed measures were 
inescapable, despite the hardship and bitterness which they would 
create. If they resulted in the defeat of the Government at the next 
General Election, the Government would at least be able to claim 
that they had taken positive action to arrest the inflationary drift; 
and their policy would subsequently be seen to have been fully 
justified. If, however, the Government remained inactive in the face 
of the growing pressure on sterling and the continued rise in prices, 
their reputation would suffer a reverse from which it might not 
recover for a considerable time. 

But, although the proposed measures were necessary, the 
question of their reinforcement by an increase in Bank Rate would 
need to be considered with great care. The Governor of the Bank 
of England had proposed that the Rate should be raised from 5 per 
cent, to 7 per cent. An increase of this order was probably 
unprecedented except on the outbreak of a major war. It would 
impose a heavy additional burden both on the Exchequer and on the 
exchanges; and its repercussions throughout the economy, 
particularly in terms of mortgage charges, would provoke 
considerable political criticism. On the other hand, an increase of 
2 per cent, -was probably no more effective, in present economic 
circumstances, than an increase of 1 per cent, in earlier periods. 
Moreover, if it proved to be effective, it should be possible to reduce 
the Rate again in the fairly near future. 

The Prime Minister said that he would arrange, together with 
the Chancellor of the Exchequer, to discuss the proposed increase 
in Bank Rate with the Governor of the Bank of England later that 
evening. As regards the other measures, the decision which 
confronted the Government would probably prove to be a turning 
point in their administration of the affairs of the nation. The 
presentation of the Governmenfs proposals would therefore be 
particularly important. Public opinion would not necessarily 
endorse those proposals if their justification was based mainly on 
the need to maintain the international value of sterling and to enable 
the United Kingdom to continue to discharge its liabilities to foreign 
countries. The measures should be defended primarily by reference 
to the interests of the United Kingdom as a community whose 
various members were mutually interdependent. The Government 
should claim that their objective was to safeguard production and 
employment, which were to the advantage of wage earner and 
investor alike. Both classes should be reminded that the years since 
1951 had witnessed a remarkable expansion of the economy and a 
marked improvement in standards of living; that these achievements 
carried their own dangers; that in 1955 it had become necessary to 
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take certain steps to restrain the growth of demand; and that present 
circumstances made some intensification of this restraint unavoidable. 
The Government were therefore faced with a choice between 
remaining inactive or applying a reasonable degree of control to 
both the public and the private sectors or seeking to enforce a 
detailed pattern of restriction over the whole economy. It was 
clearly impossible to remain inactive and merely to accept the 
progressive collapse of the economy which would result. If, therefore, 
public opinion could be convinced that some measure of control was 
essential, debate would then tend to focus on the method and degree 
of that control and the Government could claim that the measures 
which they now proposed, unpalatable though they might be, would 
be more effective, and would involve less interference with individual 
freedom and initiative, than the detailed system of economic planning 
which a Socialist Administration would seek to impose. The 
statement of the Governments intentions should reflect this approach 
to the issues involved, both in its order of presentation and in its 
discussion of the measures to be adopted; and its emphasis on the 
innovations which the Government had in mind, including possible 
measures to enforce a more effective control over the banking 
system, should not appear to involve any abrupt change of attitude 
or any breach in the continuity of the economic policy which the 
Government had pursued in the last six years. 

The Cabinet then considered the draft of a statement of 
Government policy to be issued on 19th September. This draft was 
approved, subject to various textual amendments. 

The Cabinet: — 
(1) Took	 note that the Prime Minister and the Chancellor of 

the Exchequer would discuss with the Governor of the 
Bank of England the amount of any increase in Bank 
Rate which might be made in the near future. 

(2) Took note, with approval, of the measures outlined in C. (57) 
209, subject to further detailed consultation between the 
Chancellor of the Exchequer and the Ministers concerned. 

(3) Approved the draft statement of Government policy, subject 
to the amendments agreed in discussion. 

Cabinet Office, S.W.1. 
18th September, 1957. 



THIS DOCUMENT IS THE PROPERTY OF HER BRITANNIC MAJESTY'S GOVERNMENT 

Printed for the Cabinet. September 1957 

SECRET . Copy N o . 42 
C C . (57) 
69th Conclusions 

C A B I N E T 

CONCLUSIONS of a Meeting of the Cabinet held at 10 Downing Street, S.W. 1, 
on Thursday, 19th September, 1957, at 10-30 a.mt 

Present: ' 
The Right Hon. HAROLD MACMILLAN, M.P., Prime Minister. 

The Right Hon . PETER THORNEYCROFT, The Right Hon. The EARL O F H O M E , 
M.P., Chancellor of the Exchequer. Secretary of State for Commonwealth 

Relations. 
The Right Hon. JOHN MACLAY, M.P., The Right Hon. VISCOUNT HAILSHAM, 

Secretary of State for Scotland. Q.C., Lord President of the Council. 
The Right Hon. Sir DAVTD ECCLES, The Right Hon. IAIN MACLEOD, M.P., 

M.P., President of the Board of Trade. Minister of Labour and National 
Service. 

The Right Hon . LORD M I L L S , Minister The Right Hon. HAROLD WATKINSON, 
of Power. M.P., Minister of Transport and Civil 

Aviation. 
The Right Hon. GEOFFREY LLOYD. Dr. The Right Hon. CHARLES H I L L , 

M.P., Minister of Education. M.P., Chancellor of the Duchy of 
Lancaster. 

The following were also present: 
The Right Hon . JOHN BOYD-CARPENTER, The Right Hon. D  . O R M S B Y - G O R E , 

M.P., Minister of Pensions and M.P., Minister of State for Foreign 
National Insurance (Items 1 and 2). Affairs. 

The Right Hon. E D W A R D H E A T H , M.P., 
Parliamentary Secretary, Treasury. 

Secretariat : 
Mr. B . S T . J . T R E N D . 
Mr. J . M. WILSON. 
Mr. I. P. BANCROFT. 

5 2 3 6 0 - 4 3 



CONTENTS 

M i n u t e 
No.

1 Economic Situation
 Subject Page 

3 
2 Pensions ... 3 
3 Sudan ... 5 
4 Commonwealth Affairs 6 

Meeting of Commonwealth Finance Ministers 
Anglo-Canadian Trade 



Economic 
Situation 
(Previous 
Reference: 
C C . (57) 68th 
Conclusions, 
Minute 3) 
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* 1 . The Prime Minister said that, after further consultation with 
the Chancellor of the Exchequer and the Governor of the Bank of 
England, he had reached the conclusion that the Government should 
accept the view of the Bank that Bank Rate should be increased 
to 7 per cent. The Rate had not stood at this level since 1920 or 
risen so sharply except on the outbreak of a major war. 
Nevertheless, an increase of this order appeared to be inevitable. 
In present circumstances, the Government should not hesitate to 
adopt any measure, however drastic, which might assist in 
maintaining the parity of sterling. Moreover, the advice of the Bank 
was unanimous and had been strongly represented by the Governor. 
The Government would carry a very heavy responsibility if they 
rejected this advice and subsequently found that they had failed to 
deploy an essential reinforcement of their other economic measures. 

The C a b i n e t -

Took note, with approval, of this statement. 


2. The Cabinet had before them memoranda by the Minister 
of Pensions and the Chancellor of the Exchequer (C. (57) 205 and 214) 
about pensions. 

The Minister of Pensions said that, in accordance with the wishes 
of the Cabinet at their last discussion of this subject, he had 
attempted to evolve a scheme of supplementary pensions which 
would include a contracting-out provision but would be at least 
as advantageous to the Exchequer as the proposals which the Cabinet 
had considered in August. This new scheme was not likely to be 
politically popular or to appear to offer an attractive alternative to 
the proposals recently published by the Socialist Party. Nevertheless, 
it had several advantages by comparison with the earlier scheme. It 
dispensed with the conception that graduation should be applied 
below, as well as above, the " cross-bar," and substituted the concept 
of a fiat-rate contribution up to the " cross-bar " with graduation 
only above that level. As a result the whole of the contribution 
above the flat-rate base would be applied, on an actuarial basis, to 
the supplementary pension, and the maximum entitlement of a 
contributor would be significantly greater than under the earlier 
scheme. Moreover, under the new scheme it would no longer be 
necessary, as it would have been under the earlier proposals, to 
collect from low-paid workers a lump sum to bring the pension 
element in their contributions up to the rate applicable in the case 
of Class 3 contributors, a measure which would' press very heavily 
on workers who normally lived from week to week. Finally, the 
new scheme avoided the difficulty, inherent in the earlier proposals, 
of introducing simultaneously in the forthcoming Session a Bill which 
would increase the level of contributions under the existing National 
Insurance scheme and a second Bill which would foreshadow a 
reduction of some contributions in 1960. This procedure would 
inevitably provoke strong pressure against the initial increase; and 
his own proposals would remove this danger by maintaining, up 
to the " cross-bar," a fiat-rate contribution at the level to be indicated 
by the forthcoming National Insurance Bill. 

The interests concerned in the private sector, i.e., the Life Offices 
and the Association of Superannuation and Pension Funds, had 
expressed a preference for the earlier proposals on the ground that 
their scope was small and would not be likely to embarrass the 
insurance companies. They had been more divided on the question 
of including a contracting-out provision in the scheme which he 
himself now recommended; but the Association had tended to favour 
the inclusion of such a provision if the contribution liability was 
likely to exceed 2s. 6d. 



He remained unconvinced of the desirability of introducing any 
Government scheme of graduated supplementary pensions. If, 
however, the Cabinet were, in principle, in favour of the introduction 
of such a scheme, he believed that, for the reasons which he had 
given, the proposals outlined in C. (57) 205 were preferable to the 
earlier scheme. 

The Chancellor of the Exchequer said that he did not share this 
view. The proposals in C. (57) 205 did not constitute a graduated 
scheme of the kind which the Cabinet had contemplated in earlier 
discussions. They merely superimposed a separate element of 
graduation on the existing flat-rate scheme. Nor did they allow 
genuine contracting-out. The self-employed man could not choose 
to be included in the graduated scheme; the employed man could 
not choose to be excluded unless his employer so proposed. 
Moreover, the employer could do so only if his own scheme complied 
with certain conditions and he was willing to submit to certain 
controls. According to his decision, all his employees would either 
be compulsorily excluded (including those who might wish to be 
included) or compulsorily included (including those who might wish 
to be excluded). 

The interests concerned in the private sector had indicated that 
they would oppose a scheme on the lines indicated in C. (57) 205, 
whether it included a contracting-out provision or not. Moreover, 
the Minister of Pensions had admitted that this scheme had little 
political attraction. In the light of these facts, the effective choice 
lay between either abandoning the whole project of a supplementary 
pensions scheme and resting simply on the forthcoming increase in 
National Insurance benefits or adopting a graduated scheme of the 
kind envisaged in the Cabinet's earlier discussions in the knowledge 
that it would be acceptable to the private sector and would not be 
inconsistent with Conservative principles. 

In discussion, it was emphasised that the exclusion of a 
contracting-out provision from any Government scheme would be 
politically unwelcome to the Governmenfs supporters and would 
also be resented by the workers, who attached considerable value 
to their existing occupational pension schemes. In so far as the 
scheme outlined in C. (57) 205 incorporated a contracting-out 
provision, it might be preferable to the earlier proposals. Neither 
those proposals nor the new scheme, however, would compare 
favourably with the proposals recently published by the Socialist 
Party. It might be wiser, therefore, to confine legislative action in 
the forthcoming Session to the Bill to improve National Insurance 
benefits and to defer until the following Session any legislation on a 
more comprehensive scheme. In the interval a fresh attempt could 
be made to devise a scheme which would be likely to be more 
acceptable politically and would include the type of contracting-out 
provision which would be genuinely in accordance with Conservative 
principles. It could not be assumed that, by 1960, the earliest date 
on which any new scheme could take effect, the conception of 
compulsory saving, on which a graduated pensions scheme was 
ultimately founded, would necessarily be politically attractive. If 
the economic measures which the Government were now taking 
succeeded in their purpose, the general public might be more likely 
to resume the habit of voluntary saving, and it might prove more 
advantageous in the long-term to adopt measures which would 
enable the Life Offices to attract these savings through occupational 
schemes or otherwise. 

On the other hand it had already been established by exhaustive 
discussion in the Ministerial Committee on National Insurance that 
there were serious objections to any scheme, such as that which the 
Life Offices themselves had originally devised, whereby contributors 
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would first be given the opportunity to take advantage of facilities 
provided by the private sector and the scope of any supplementary 
Government scheme would be confined to those individuals who 
were unable or unwilling, for various reasons, to take advantage of 
those facilities. The Life Offices themselves had abandoned this 
conception. 

The Prime Minister, summing up the discussion, said that the 
Cabinet faced a two-fold decision. It was necessary to decide, on 
the assumption that a Government scheme of supplementary 
pensions on a graduated basis would be instituted, whether the 
proposals in C. (57) 205 offered significant advantages by comparison 
with those which the Cabinet had considered in August. But it was 
also necessary to reach a prior decision on a more fundamental 
issue, namely whether a Government scheme of this nature should be 
introduced at all or whether the Government should seek primarily 
to take their stand on the facilities provided by the private sector 
and should confine their own efforts to supplementing those facilities 
where necessary. If, on this latter issue, the Cabinet decided to 
revert in principle to a scheme similar to that devised by the Life 
Offices, it might be necessary to defer the necessary legislative action 
until the 1958-59 Session in order that the details of such a scheme 
could be thoroughly worked out. On the other hand there were 
certain risks in postponing the introduction of this legislation for 
another year, not least the danger that the original impetus of the 
project might flag and the Government might appear to have no 
policy to match the Socialist proposals. The Cabinet would need 
to consider more carefully the various possible courses of action in 
the light of these considerations. 

The Cabinet— 
Agreed to resume their discussion at a subsequent meeting. 

3. The President of the Board of Trade said that in recent 
discussions about the disposal of the Sudan's stocks of cotton the 
Lancashire industry had refused to make any purchases unless the 
Sudan Government agreed to auction a substantial proportion of 
the stocks and to reduce the present reserve price by 20 per cent. 
The Sudanese Prime Minister had rejected this suggestion. 
Subsequently, the French industry had indicated that, while they 
themselves could acquire Sudanese cotton only on the basis of barter 
arrangements, they did not regard the present reserve price as 
unreasonable. As a result, the Sudanese Prime Minister had been 
strengthened in his determination not to accept any reduction in 
the reserve price which would involve him in domestic political 
embarrassment. 

He had therefore suggested to the Sudanese Prime Minister that 
the Sudanese Government should agree to an auction without 
any reserve price, on the understanding that the United Kingdom 
Government would endeavour to persuade the Lancashire industry 
to make a reasonable offer. The Sudanese Prime Minister, however, 
had rejected this proposal also. Meanwhile, Sudanese stocks were 
continuing to increase and the export prospects were becoming less 
favourable since the United States had now started to export 
long-staple cotton. 

The Minister of State for Foreign Affairs said that the Sudanese 
Government were seeking to negotiate a loan of £2 millions in local 
currency and £3-5 millions in sterling. The failure of the cotton 
negotiations, together with the importance of maintaining friendly 
political relations with the Sudan in present circumstances, made i t 
desirable to allow Barclays Bank to meet the Sudanese request. The 
Sudan was already being subjected to considerable pressure from 
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Egypt to sever her links with the West, and the Soviet Union were 
offering to purchase the whole of the Sudanese cotton surplus. 

In discussion it was agreed that it would be incompatible with 
the stringent measures which the Government were taking to 
maintain the value of sterling to agree at this juncture to a substantial 
loan to the Sudanese Government. The Sudan might be allowed, 
however, to draw up to £1 million of the Sudanese sterling balances; 
and Barclays Bank might be permitted to advance £2 millions in 
local currency, together with a small sterling loan of the order of 
£500,000. This loan could be defended as a normal commercial 
transaction in the event of any criticism by the Indian Government 
who had recently been refused a much larger sterling loan by the 
United Kingdom Government. In return for these concessions, 
however, the Sudanese Government should agree to auction a 
substantial par t of their present cotton stocks without any reserve 
price, on the understanding that the Lancashire industry would, if 
possible, be persuaded to make a reasonable offer. 

The Cabinet— 
Invited the President of the Board of Trade, in consultation 
with the Chancellor of the Exchequer, to explore with the 
Financial Adviser to the Sudanese Government an 
arrangement on the lines proposed in their discussion and 
to report the outcome to the Prime Minister. 

4. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (57) 213) covering briefs by officials 
for the use of the United Kingdom representatives at the forthcoming 
meeting of Commonwealth Finance Ministers and the subsequent 
Anglo-Canadian discussions on trade matters. 

The Chancellor of the Exchequer said that the brief for the 
meeting of Commonwealth Finance Ministers (Annex A to C. (57) 
213) had been framed in accordance with the Cabinet's earlier 
decision that, while our attitude towards the Canadian proposal for 
a Commonwealth Economic Conference should be reasonably 
constructive, we should be guided by the reactions of the other 
Commonwealth Ministers. If there was a general disposition in 
favour of a Conference, it would be necessary to decide its site, its 
timing, and the level of Governmental representation. 

The President of the Board of Trade said that it might be 
impossible for our representatives to wait upon the reactions of the 
other Commonwealth Governments, since the representatives of 
those Governments would tend to look to the United Kingdom to 
take the initiative. It might be to our advantage to support the 
proposed Economic Conference from the outset, and to provide it 
with a theme which would be intelligible and politically attractive. 
It would be embarrassing if the Conference decided to concentrate 
discussion on such possible subjects as the European Free Trade 
Area, the agricultural policy of the United Kingdom, and the 
possibility of increased discrimination in trade between Common
wealth countries against the rest of the world. All members of the 
Commonwealth had, however, a common interest in the conflict 
between the responsibility of the United Kingdom to fortify the 
central reserves of gold and dollars and the needs of the under
developed Commonwealth countries to secure additional investment 
finance. A rational discussion of this problem, in a spirit of mutual 
co-operation, might do much to remove misunderstandings and to 
educate other Commonwealth countries in economic realities. 



In discussion there was general agreement that we should 
support the proposal for a Commonwealth Economic Conference 
in view of the political importance of demonstrating the vitality of 
the Commonwealth conception and its ability to adapt itself, as a 
system of individual relationships rather than a closed community, 
to changes in world economic conditions. It was doubtful, however, 
whether investment and development should constitute the dominant 
theme of such a Conference, since our own contribution to the 
discussion would inevitably be limited to a request to other members 
of the Commonwealth to rephase their development projects over 
rather longer periods of time. It might be wiser that the forthcoming 
meeting of Commonwealth Finance Ministers should seek to identify 
a number of issues which were of substantial Commonwealth interest, 
such as agricultural policy, investment and the disposals policy of 
the United States, and should remit these for further study by officials 
in preparation for a subsequent Economic Conference. Such a 
Conference would preferably be held in Canada, the Canadian Prime 
Minister presiding and other members of the Commonwealth being 
represented by their Ministers of Finance or Trade. 

The Chancellor of the Exchequer said that, in the light of the 
unfavourable Canadian reaction to the proposal for an Anglo-
Canadian Free Trade Area which the Minister of Agriculture had 
discussed with Canadian Ministers, it would not be advisable to press 
this proposal further at the present stage. It would, however, be 
necessary to discuss with the Canadian Government what public 
reference should be made to this proposal and to their attitude 
towards it. It might also be wise to refrain, in present circumstances, 
from putting forward the further proposal that we should undertake 
to remove discrimination on Canadian imports by a fixed date in 
return for a Canadian undertaking to make a substantial contribution 
to the central reserves of gold and dollars. Our representatives 
should, however, be given discretion to explore this possibility with 
the Canadian Government if the course of the bilateral discussions 
made it appropriate to do so. 

The President of the Board of Trade said that the Canadian 
Minister of Commerce, who was at present visiting this country, 
had told him that neither he nor the Canadian Minister for Foreign 
Affairs agreed with their colleagues in rejecting the United Kingdom 
proposal for an Anglo-Canadian Free Trade Area. There was some 
prospect, therefore, that the Canadian decision was not final., 

In discussion it was emphasised that the Government should 
not allow themselves to be placed in a position in which they were 
unable to reply to public criticism in this country, based on the 
mistaken belief that they had failed to respond constructively to the 
offer by the Canadian Prime Minister to divert a substantial 
proportion of Canadian imports from the United States to the United 
Kingdom. There might be some advantage, therefore, in allowing 
the proposed Anglo-Canadian Free Trade Area to be further 
explored in the discussions with Canadian Ministers, if a suitable 
opportunity arose. We should also seek to ensure that this proposal 
received sufficient publicity to illustrate our readiness, in principle, 
to engage in a continuous and long-term effort to foster Anglo-
Canadian trade. 

In further discussion support was expressed for the proposal 
that there should be some limited transfer from United States to 
Canadian securities in the Exchange Equalisation Account, in order 
to increase United Kingdom investment in Canada. Such an 
adjustment appeared to be practicable, provided that it was not 
effected too rapidly. 



The C a b i n e t -
Invited the Chancellor of the Exchequer and the President 
of the Board of Trade to be guided, during the forthcoming 
meeting of Commonwealth Finance Ministers and the 
subsequent discussions on Anglo-Canadian trade, by the 
briefs annexed to C. (57) 213 and the points made in the 
Cabinefs discussion. 

Cabinet Office, S.W.1, 
19th September, 1957. 
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 1. The Prime Minister sa id tha t , on reflection, he had reached 
 the conclusion that the Cabinefs further discussion of a 

 supplementary pensions scheme would be assisted if they had before 
 them a factual statement of the various proposals which had been 

 put forward, together with an indication of the implications of each 
 scheme and the arguments for and against its adoption. This 

statement should be prepared by officials of the Departments 
involved, under the supervision of the Secretary of the Cabinet. It 
should be completed within a fortnight and should be initially 
submitted to the Ministers primarily concerned in order to ensure 
that, from their respective points of view, it was a correct and 
objective description of the various possible courses of action. 
Thereafter it should be considered by Ministers Collectively. 

The Minister of Pensions suggested that, in dealing with the 
scheme originally devised by the Life Offices themselves, the 
statement should recognise the possibility that the scheme might be 
based on a rather smaller percentage of earnings than had originally 
been envisaged. It might also include a variant of his own proposals, 
whereby the flat-rate provision would be supplemented by a scheme 
which would be mainly voluntary but Could be made compulsory 
in certain circumstances. 1 ' 

Even if the Cabinet reached a.decision on this matter in the 
near future, the legislation involved would be complex and it might 
be impossible to introduce the Bill Until March 1958. , Tt would then 
be difficult to ensure its enactment before the end of the Session; 
and it was for consideration, therefore, whether the Governmenfs 

p roposa l s should be published at a relatively-late point in the Session, 
 either in the form of a Bill or as. a White,Paper, legislative action 

being deferred until the 1-958-59 Session- 1 ' 

The Cabinet—- . . 
Instructed the Secretary of the Cabinet to arrange for the 
preparation of a factual statement of the various forms 
which a scheme of supplementary pensions might assume, 
on the. lines indicated by the Prime Minister. 

2. The Cabinet had before them a memorandum by the 
President of the Board of Trade (C. (57) 201) recommending that 
the forthcoming Tariff Bill should not include mandatory provisions 
exempting Commonwealth goods from duty. 

The President of the Board of Trade said that the adoption of 
the Brussels nomenclature, which was one of the main objects of this 
Bill, would make it no longer necessary or appropriate, from the 
technical point of view, to re-enact the existing mandatory provisions 
for the exemption of Commonwealth goods from duty. Moreover, 
it would be desirable, on policy grounds, not to re-enact these 
provisions, since their existence tended to weaken our negotiating 

G o v e r n mposition in relation to Commonwealth e n t s  . In order to 
anticipate any.possible misunderstanding of our action, however, he 
would make it clear, in a Par l iamentarysta tement , that our decision 
not to re-enact the existing provisions did not imply any fundamental 
change in our policy, T h e Colonies presented a special problem. 
But, since we should never discriminate against them in favour of 
the independent members of the Commonwealth, they were 
safeguarded by our duty-free entry commitments to the independent 
members of the Commonwealth, in so far as the commodities which 
the Colonies produced were covered, by these commitments: and it 
was therefore unnecessary to include in the forthcoming Bill any 
special provisions in relation to the Colonies. 

In discussion it was suggested that a decision not to re-enact the 
existing provisions was not, and could not be presented as, a merely 
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technical question. These provisions were, in fact, an impediment 
in our trade negotiations with independent Commonwealth countries; 
and, when combined with our obligations under the General 
Agreement on Tariffs and Trade, they effectively prevented us from 
adjusting tariffs in those cases where we had no specific commitments 
to foreign countries and no active Commonwealth trade interest 
was involved. But if, for these reasons, the existing provisions were 
re-enacted in relation only-to the Colonies, it would be clear that 
we were changing our policy rather than making a purely technical 
adjustment.; 

In further discussion it was emphasised that action which might 
appear to be against the interests of Commonwealth countries at this 
time might give rise to misunderstandings. The independent 
members of the Commonwealth and the Colonies were already 
suspicious of the part which we were taking in the movement 
towards closer economic association in Europe ; and public opinion 
in this country might consider that a decision to abandon the existing 
statutory provisions contrasted unfavourably with recent statements 
by the;Prime Minister of Canada about the need to strengthen the 
Commonwealth ties. The position of the Colonies was one of 
particular difficulty, in view of our special responsibilities towards 
them, even though the existence of the statutory provisions in 
question did not prevent us from placing restrictions, other than 
tariffs, on the entry of their products into the United Kingdom 
market. 

The Prime Minister, summing up the discussion, said that the 
considerations were nicely balanced. A decision not to re-enact the 
existing statutory provisions, at least in relation to the independent 
members of the Commonwealth, could be defended on the ground 
that it was in our interest to gain greater freedom of negotiation 
with Commonwealth countries and to secure some liberty to adjust 
tariffs in those cases where we had no specific foreign commitments 
and no active Commonwealth trade interest was at stake. But such 
a decision might be viewed unfavourably by other Commonwealth 
countries; and in that event the Government^ supporters in this 
country might-be critical of the proposed action. A final decision 
must depend, to some extent on the reactions of the other members 
of the Commonwealth; and we should take the opportunity of the 
forthcoming meeting of Commonwealth Finance Ministers to discuss 
the issue with them. The position of the Colonies should be 
reconsidered thereafter. Meanwhile the drafting of the Bill should 
proceed on the basis that the existing provisions would be retained, 
on the understanding that an amendment could be introduced at a 
later stage should the Cabinet decide, in the light of the views of 
the other members of the Commonwealth, against their re-enactment. 

The C a b i n e t 
(1) Invited the President	 of the Board of Trade to circulate a 

memorandum defining the exact scope of the existing 
mandatory provisions for the exemption of Common
wealth goods from duty in their application to the 
independent members of the Commonwealth and to the 
Colonies respectively. 

(2) Invited the President	 of the Board of Trade to ascertain, at 
the forthcoming meeting of Commonwealth Finance 
Ministers, the reaction of the independent members of 
the Commonwealth to the possible discontinuance of 
these provisions. 

(3) Agreed	 to resume consideration, of this question at a later 
meeting in the light of the results of the action to be 
taken under Conclusion (2) above. 

(4) Agreed that, in the meantime, the drafting	 of the Tariff Bill 
should proceed on the basis that the existing mandatory 
provisions would be re-enacted. 
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3. The Cabinet had before them a note by the Chancellor of 
the Exchequer (C. (57) 204) covering a report by officials on the 
implications of the Arab boycott of Israel. 

The Minister of State for Foreign Affairs said that this report 
indicated that any unilateral attempt on the part of the United 
Kingdom to oppose the Arab boycott of Israel would be ineffective 
and that the Government should therefore restrict their efforts to 
assisting individual firms who encountered difficulties as a result 
of the activities of the Arab Boycott Committee. H e endorsed these 
conclusions. Effective measures to counter the boycott could only 
be taken with the support of other Governments, principally the 
United States. It was clear, however, that we could not secure such 
support ; and any attempt by the United Kingdom to take 
independent action would not achieve any positive results and might 
well impair our prestige in the Middle East. 

The Cabinet— 

Took note, with approval, of C. (57) 204. 


4. The Cabinet had before them a telegram from the Foreign 
Secretary in New York (Telegram No. 1468 of 17th September) 
about the arrangements for meeting the costs of clearing the Suez 
Canal. 

The Prime Minister said that it was satisfactory that the 
Secretary-General of the United Nations had agreed that the French 
and British claims for work carried out under United Nations 
command should rank for reimbursement with the advances made 
by certain other countries towards the costs of clearing the Suez 
Canal. We should seek to agree with the French Government that, 
in the forthcoming discussions with the representative of the 
Secretary-General, the British and French claims would be limited 
to reasonable figures and that we should not, by undue insistence, 
provoke a demand that the Governments of the United Kingdom and 
France should accept responsibility for meeting the whole cost of 
clearance. Though the method of collection had not yet been 
decided, it seemed likely that the system adopted would provide for 
a voluntary surcharge on transit fees. Any such surcharge should, 
if possible, be limited to a maximum of 5 per cent, in order to 
minimise any repercussion on freight rates. 

In discussion there was general agreement that the recovery of 
any surcharge should not be entrusted to the Egyptian Suez Canal 
Authority. In the case of British shipowners it would be preferable 
that the sums due should be paid in London in the same way as the 
transit fees. The Secretary-General might open a separate account 
for this purpose. 

The British ship-owners had given notice that they would 
formally ask the United Kingdom Government to reimburse them 
for any surcharge payments which they had to make. They had, 
however, agreed not to raise this issue in public until after the 
discussions in the United Nations. Legislation would be required 
for any such reimbursement from public funds, though the surcharge 
could probably be admitted as a trading expense for purposes of 
taxation. 

Some foreign ship-owners might refuse to pay the surcharge. 
In that event only the Egyptian authorities would be in a position 
to enforce the payment by refusing passage to the ships concerned. 
It would, however, be unacceptable to allow Egypt to exercise any 
such sanction, and the arrangements for collecting the surcharge 
might well break down. On the other hand, it was more important 
at the present juncture to secure the agreement of the General 
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Assembly to an arrangement which appeared to be practicable than 
to attempt to foresee the possible consequences if that arrangement 
subsequently broke down. It would be for subsequent consideration 
whether, if it proved impossible to enforce the surcharge, the 
countries which had made the original advances should write off the 
sums involved. 

The Cabinet then considered the terms of a draft reply to be 
sent to the Foreign Secretary in New York. 

The Cabinet— 
Invited the Minister of State for Foreign Affairs to arrange 
for the despatch to the Foreign Secretary in New York 
of a telegram in the terms of the draft approved in their 
discussion. 

5. The Cabinet had before them a memorandum by the former 
Minister of Education (C. (57) 198) about Ministerial responsibility 
for U.N.E.S.C.O. affairs. 

The Lord President said that, in his capacity as Minister of 
Education, he had been reluctantly prepared to accept a 
recommendation that responsibility for U.N.E.S.C.O. affairs should 
be transferred from the Minister of Education to the Foreign 
Secretary, provided that this proposal was endorsed by the Cabinet. 
He feared, however, that this transfer might invite criticism on the 
ground that it implied that our attitude towards U.N.E.S.C.O. would 
henceforward be dominated by political considerations. 

In discussion it was recognised that the proposed transfer had 
certain administrative advantages since the Foreign Office were in 
a better position to co-ordinate, in the context of our general 
relations with the United Nations, the handling of the wide range 
of subjects which U.N.E.S.C.O. discussed. On the other hand, there 
were political disadvantages in creating the impression, both in this 
country and abroad, that the United Kingdom Government proposed 
to exercise a more rigid, and a more specifically political, control 
over matters formally within U.N.E.S.C.O.'s terms of reference. 
Moreover, our relations with the International Labour Organisation 
had shown the advantage, in the case of technical organisations, of 
leaving responsibility with the Minister directly concerned. On 
balance, therefore, it would be preferable for the Minister of 
Education to retain responsibility for U.N.E.S.C.O. affairs. 

The Cabinet— 
Agreed that the Minister of Education should remain 
responsible for U.N.E.S.C.O. affairs. 

Office, S.W. 1, 
September, 1957. 
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Economic 1. The Cabinet had before them a note by the Prime Minister 
Situation. 25) on the public presentation of the Governmenfs ( c ( 5 7 )  2

(Previous disinflationary measures. 
Reference: 
C C . (57) 69th The Prime Minister said that it was important that these 
Conclusions, measures should be presented forcefully and consistently. The 
Minute l.) Governmenfs decision to restrict the supply of money should not, 
Presentation of however, be represented as a challenge to organised labour. On 

n t n eP o l i c y  n m e   contrary, the Government should emphasise that the strength 
and stability of sterling were a pre-condition of the maintenance of 
a high level of employment. Moreover, the measures taken in 
relation to public investment were designed merely to stabilise the 
rate of expenditure at a level which was already very high. 

In discussion there was general agreement with this view. The 
extent of the Governmenfs power to influence developments should 
not , however, be exaggerated. The measures recently announced 
were bound to take time to achieve their full effect, and meanwhile 
some further price increases were.inevitable. Moreover, the majority 
of wage settlements were the result of agreement reached after direct 
bargaining between employers and workpeople. The influence which 
the Government could exert on them was relatively slight; and 
arbitration awards tended to follow, rather than to dictate, the 
pat tern of wage increases determined by free collective bargaining. 
Nevertheless, acceptance of an arbitration award, for example in a 
nationalised industry, should not be interpreted as implying that 
the Government would necessarily consent to the creation of 
additional money to finance that award. It was for consideration 
whether it should be made clear, at any major arbitration in future, 
that the award would have to be implemented by means of economies 
in the scale of the services concerned. I t would also be convenient 
if the recently appointed Council on profits, prices and incomes 
could issue its first report as rapidly as possible, in preparation for 
the forthcoming round of wage negotiations. 

The Cabinet— 
Invited the Chancellor of the Exchequer, in consultation 
with the Lord President and the Minister of Labour , to 
prepare in the light of their discussion a note on the 
Governmenfs economic policy for the guidance of 
Government speakers. 

The Queen's 2. The Cabinet had before them a note by the Lord Chancellor 
Speeches. f 6 ) covering a draft of The Queen's Speech on the ( C ( 5 7 )  2 

Prorogation of Prorogation of Parliament. 
Parliament. 

In discussion the following suggestions were approved: — 
(a) The paragraph recording our continuing support for various 

organisations for collective self-defence should be re-drafted. 
(b) The paragraph referring to the recent Meeting of 

Commonwealth Prime Ministers should lay rather more emphasis 
on the community of interest and purpose among the members of 
the Commonwealth. 

(c) The reference to the forthcoming negotiations for the 
establishment of a free trade area in Europe should be prefaced 
by a paragraph reporting the outcome of the recent discussions 
between Commonwealth Finance Ministers in Canada. 

(d) The passage relating to the Federation of Malaya should, 
if possible, include a reference to the defence agreement which we 
were making with the Federation. 
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Various other textual amendments were discussed and approved. 
It was also noted that the exact wording of certain passages in the 
Speech would need to be re-examined nearer the time of its delivery. 

The Cabinet—-
Invited the Lord Chancellor to circulate in due course a 
revised draft of The Queen's Speech on the Prorogation of 
Parliament. 

Redistribution ot 3. The Cabinet had before them a memorandum by the Home 
S e a t s  - . Secretary and the Secretary of State for Scotland (C. (57) 208) 
(Previous reporting the result of further discussion with the Leaders of the 
C M t f o ) TOth Opposition Parties on the Governmenfs proposals for amendments 
Conclusions,  0 1 the House of Commons (Redistribution of Seats) Act, 1949. 
Minute 5.) j . ^   chief Whip said that, as a result of this discussion, it was e

recommended that the Opposition Leaders should be informed 
tha t : — 

(a) In the Governmenfs view, no clarification of existing 
legislation was needed in order to enable a Boundary Commission 
to recommend major alterations of individual constituencies in 
exceptional cases between general reviews. 

(b) The question of weighting in the case of county and borough 
constituencies must be left to the good sense of the Commissions. 

(c) The Government were prepared to accept the proposal that 
appointments to the Commissions should be made in agreement 
between the Parties, subject to the proviso that the Minister of Local 
Government, who appointed one member each to the English and 
Welsh Commissions, would continue to appoint individuals with a 
knowledge of local government. 

(d) The Government agreed that, subject to the concurrence of 
Mr. Speaker, all Deputy Chairmen of the Commissions should be 
Judges. 

(e) The Government agreed that the Registrars-General and the 
Director-General of Ordnance Survey should serve as assessors to 
the Commissions and not, as at present, as members. 

(/) The Government were prepared to implement the suggestion 
in the Report of the Vivian Committee on Electoral Machinery that, 
in addition to local hearings, each separate Commission should sit 
under its Deputy Chairman " to hear any representations from the 
Chief or National officers of the principal Party organisations with 
respect to the provisional proposals." 

The Opposition Leaders were likely to accept the majority of 
these proposals. 

The Cabinet— 
Authorised the Home Secretary and the Secretary of State 
for Scotland, after further consultation with Mr. Speaker 
on the status of the Deputy Chairmen of the Boundary 
Commissions, to inform the Leaders of the Opposition 
Parties that, subject to any further comments which they 
might wish to make, the Government proposed to introduce, 
as soon as Parliamentary time permitted, legislation on the 
lines indicated in C. (57) 208. 

Elections. 4. The Cabinet had before them a memorandum by the Home 
Use of Cars to Secretary (C. (57) 207) proposing the repeal of Section 88 of the 
take Voters to Representation of the People Act, 1949, which restricted the number 
the Poll. £ A G Y^hjch  m i g h t be used on behalf of a candidate to take voters D C R 

to the poll at a Parliamentary election. 



Betting	 and 
Gaming. 
(Previous 
Reference: 
C C . (57) 59th 
Conclusions, 
Minute 3.) 

Local 

Government 

Reform. 

(Previous 
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C  C (57) 49th 

Conclusions, 

Minute 9.) 
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The Parliamentary Under-Secretary of State for the Home 

Department said that the repeal of this provision was bound to be 
resisted by the Opposition. There was, however, strong feeling 
amongst the Governmenfs supporters in favour of the abolition of 
this restriction, which had been rejected by the 1944 Speaker's 
Conference on Electoral Reform and had been enacted in the face 
of vigorous objection by the then Conservative Opposition. 

The Secretary of State for Scotland and The Attorney-General
supported this proposal. Widespread evasion of section 88 was 
bringing the law into contempt and prosecutions were difficult to 
institute through lack of adequate evidence. 

In discussion there was general agreement with this view. It 
was however suggested that, if the repeal of this section was included 
in the proposed legislation on the redistribution of Parliamentary 
seats, the non-controversial character of the latter measure would 
be impaired. Moreover, the scope of the Bill might be enlarged 
to an extent which would permit amendments relating to other 
controversial electoral questions. On the other hand a separate Bill 
on this subject would increase the demands on an already crowded 
legislative programme. Further consideration should therefore be 
given to the possibility of drafting a Bill confined in scope to the 
redistribution of Parliamentary seats and the use of cars to take 
voters to the poll. The Opposition should not be informed of the 
Governmenfs intentions until a final decision had been reached on 
the form of the necessary legislation. 

The C a b i n e t 
(1) Approved in	 principle the proposal that section 88 of the 

Representation of the People Act, 1949, should be 
repealed. 

(2) Invited the Legislation	 Committee to consider, in the light 
of their discussion, the form of the legislation necessary 
for this purpose. 

5. The Cabinet had before them a memorandum by the Home 
Secretary (C. (57) 206) covering draft heads of clauses for a Betting 
and Gaming Bill. 

The Prime Minister said that, despite the Governmenfs 
undertaking to introduce legislation on this subject and the general 
desirability of reforming a branch of the law which at present 
encouraged corruption of the police, the balance of advantage 
appeared to lie in not promoting a measure on so contentious a 
subject in the forthcoming session. 

In discussion there was general agreement with this view. 

The Cabinet— 
Agreed that a Betting and Gaming Bill should not be 
introduced in the 1957-58 session. 

6. The Lord Chancellor said that the draft of The Queen's 
Speech on the Opening of Parliament contained a reference to the 
Governmenfs intention to introduce legislation for the reorganisation 
of local government. The Bills in question had held a place in the 
legislative programme for the forthcoming session for some 
considerable t ime; but it might be convenient that the Cabinet should 
take this opportunity to reaffirm their decision to proceed with this 
legislation. 



The Queen's 
Speeches. 
Opening of 
Parliament. 

In discussion some doubt was expressed about the expediency 
of introducing these measures. The proposals for the review of the 
status of local authorities and the redistribution of their functions 
would be liable to offend local sentiment in some areas, while the 
introduction of the general grant would be strongly opposed by 
educational interests. It might be wiser to substitute for the general 
grant a revision of the present education grant designed to distribute 
the financial burden more equally between the Exchequer and the 
local authorities. 

On the other hand, the Governmenfs intention to introduce 
legislation for a comprehensive reorganisation of local government 
had been declared in a series of White Papers, to which the 
Government were now firmly committed. A retreat from this policy 
would be interpreted as a sign of vacillation and surrender to 
sectional pressures. It was widely realised that the present structure 
of local government was inefficient and there was general agreement 
that some reform was overdue. The Commissions which would be 
created under the forthcoming legislation to review the status of 
local authorities would take a considerable time to complete their 
survey; and their recommendations would, in any case, be subject 
to the ultimate approval of Parliament. The proposal to substitute 
a general grant for the present system of specific grants had been 
welcomed by a considerable body of opinion among local authorities; 
and it was an essential element in the Governments financial policy. 
The introduction of industrial re-rating, coupled with the transitional 
provisions which the legislation would incorporate, would ensure 
that for the first few years no local authorities would suffer, while 
many would benefit, from the new arrangements. 

The Prime Minister, summing up the discussion, said that the 
Government were committed to a major reorganisation of local 
government and it would be impossible to abandon the main 
elements of the scheme which the Cabinet had already approved. 
Nevertheless, it would be important, in presenting the legislative 
proposals to the general public, to emphasise that they represented 
only a preliminary step towards a comprehensive scheme of 
reorganisation which would extend over a lengthy period and would, 
in particular, provide that no change could be made in the status of 
individual local authorities without the specific approval of 
Parliament. 

The C a b i n e t -
Agreed that the legislative programme for the forthcoming 
session should include legislation providing for the 
reorganisation of local government. 

1. In the light of the discussions recorded in Minutes 3 - 6 
above, the Cabinet considered the draft of The Queen's Speech on 
the Opening of the new session of Parliament (C. (57) 217). They 
also had before them a memorandum by the Minister of Defence 
(C. (57) 226) proposing a revised draft paragraph relating to the 
reorganisation of the Armed Services. 

In discussion various textual amendments were suggested and 
approved. The following points, bearing on the content of the 
Speech, were also considered : — 

(a) Paragraphs 2-4.—The wording of these paragraphs would 
need further consideration nearer the time of delivery of the Speech. 

(b) Paragraph 8.—The Speech should contain reference, in 
terms consistent with current economic policy, to the Governmenfs 
intention that the Colonial Development Corporation should be 
enabled to continue its work. The necessary legislation for this 
purpose should be drafted without delay. 
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(c) Paragraph 9 . - I t would be inexpedient, in present economic 
circumstances, to promise improvement in the conditions of service 
in the Armed Forces before decisions on this matter had been taken. 

(d) Paragraph 11.—This paragraph gave disproportionate 
emphasis to the external economic problem: it should be balanced 
by an expression of the Governmenfs confidence that measures 
necessary to maintain the economic basis of full employment and to 
restrain inflationary pressures would have the full support of all 
sections of the community. 

(e) Paragraph 12.—The Chancellor of the Exchequer undertook 
to furnish, in consultation with the Commonwealth Secretary, a 
draft paragraph on the forthcoming Commonwealth Economic 
Conference. 

(/) Paragraph 13.—Further consideration should be given to the 
need for this specific reference to the financing of the nationalised 
industries. 

(g) Paragraph 16.—The proposed reconstruction of roads at 
Hyde Park Corner did not, on balance, merit special mention in 
the Speech. 

(h) Paragraph 18.—The expediency of embarking, in the 
forthcoming session, on legislation to amend the existing statutory 
provisions governing security of tenure and discipline in the farming 
industry and agricultural rents would need very careful consideration. 
It was agreed that the Sub-Committee of the Home Affairs 
Committee, which was at present considering this matter, should 
report direct to the Cabinet as soon as possible. 

(i) Paragraphs 19 and 20.—Further thought would need to be 
given to the desirability, in current economic circumstances, of 
undertaking in the Speech to introduce legislation which would 
inevitably involve increased expenditure on the par t of the local 
authorities and others. 

(/) Paragraph 21.—This paragraph should be replaced by a more 
general paragraph, earlier in the Speech, to the effect that the 
Government would continue to pay particular attention to areas 
which experienced special employment problems. 

(k) Paragraph 24.—Two separate Bills conferring powers over 
land for open-cast mining and for essential defence purposes would 
be necessary to enable the emergency regulations relating to land 
to be revoked. While Government supporters would not welcome 
the new powers which this legislation would confer, the Government 
were pledged to revoke the remaining emergency powers during the 
lifetime of the present Parliament and Government supporters in 
the House of Commons had shown a consistent anxiety that this 
undertaking should be carried out. The Open-Cast Mining Bill 
would be limited to a term of ten years. It was reasonable to assume 
that it would also be practicable to introduce legislation in the 
forthcoming session to give effect to at least a proportion of the 
recommendations of the Committee on Administrative Tribunals and 
Enquiries, and The Lord Chancellor undertook to give urgent 
consideration to the possibility of including an appropriate reference 
t o this subject in the draft Speech. 

(/) Paragraph 26.—The proposed legislation relating to the 
adoption of children or their care by foster parents was a desirable 
social measure which would be welcomed in particular by the 
Women's Organisations and would carry into effect the 
recommendations of a Committee of Enquiry. 

(m) Paragraph 27.—This paragraph was intended to cover in 
general terms various minor measures which were under 
consideration and to provide for any action which the Government 
might find it practicable to take on the recommendations of the 
Wolfenden Committee. 



(n) Paragraph 29.—Ministers approved an alternative 
description of the proposed adjustment of the existing scheme of 
retirement pensions, and agreed that any reference to the introduction 
of a more comprehensive scheme must await a decision of policy. 

The Cabinet were informed that the total number of Bills which 
had provisionally been mentioned in the draft Speech, together with 
other essential Bills, would occupy considerably more time than 
would be available for legislation. Therefore, before the content of 
The Queen's Speech could be finally settled, further consideration 
would need to be given, at a later meeting, to the legislative 
programme for the session. The desirability of proceeding with a 
number of Bills which were included in the provisional legislative 
programme would now need, in any event, to be re-examined in the 
light of current economic difficulties. 

The Cabinet— 
(1)	 Invited the Lord Chancellor to circulate a revised draft of 

The Queen's Speech on the Opening of Parliament taking 
into account the points made and the amendments 
approved in their discussion. 

(2) Agreed to resume	 at a later meeting their discussion of the 
content of the legislative programme for the forthcoming 
session. 

Cabinet Office, S.W.1, 
7th October, 1957. 
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Foreign Affairs.

Soviet Union.
Earth Satellite,

Commercial 
Policy. 
(Previous 
References: CC (57) 37th
Conclusions,
Minute 4, and

Conclusions^
Minute 1.) '

 1. The Foreign Secretary said that the situation in the Middle 
East appeared to be developing, for the time being, to the advantage 
of Syria. Moreover, the Soviet Union were clearly embarking on 
a new campaign of political and economic warfare in the Middle 
East ; and, if we were to resist this pressure, we must be prepared to 
contribute a share of the resources which the free world would have 
to deploy for this purpose. It was for consideration whether some 
of the expenditure which we at present incurred in respect of such 
defence arrangements as the North Atlantic Treaty Organisation 
would be more profitably diverted to countering the Soviet economic 
threat in the Middle East. It would also be necessary to review our 
policy towards Egypt in the light of the new situation which was now 
developing. 

In discussion there was general agreement with these views. It 
would be particularly important to maintain the close contact with 
the United States Government which had now been re-established 
and to ensure that the joint measures to be adopted to arrest the 
Soviet penetration of the Middle East were fully discussed and agreed 
between the United States and ourselves. 

 2. The Foreign Secretary said that the Soviet Union were 
 seeking to focus world opinion on the military implications of the 

earth satellite which they had recently launched. It was undesirable 
that we should appear to be unduly concerned about these 
implications; and our attitude should, therefore, be primarily one 
of welcome to a notable scientific contribution to the International 
Geophysical Year. It would be advantageous, from this point of 
view, if a representative body of scientific learning in this country, 
such as the Royal Society, would send a message of congratulation 
to the appropriate body in the Soviet Union in these terms. 

The Cabinet— 
Instructed the Secretary of the Cabinet to arrange for a 
suggestion to be conveyed to the Royal Society that they 
should send a message of congratulation to the appropriate 
body in the Soviet Union on the scientific achievement 
represented by the successful launching of an earth satellite. 

3- The Cabinet had before them a memorandum by the 
Paymaster-General (C. (57) 222) on the forthcoming negotiations for 
the creation of a European Free Trade Area, together with four 

 h i t h e r memoranda by the Paymaster-General (C. (57) 218, 219, 220 
 and 221) covering reports by officials on various aspects of the 

 negotiations. 
The Paymaster-General said that the United Kingdom objective 

 at the forthcoming meeting of Ministers of member countries of the 
Organisation for European Economic Co-operation (O.E.E.C.) 
would be to secure the effective resumption of negotiations for the 
creation of a European Free Trade Area. There were still wide 
divergencies between the views of the United Kingdom and those of 
the Six Powers, and protracted discussion would be necessary before 
these divergencies could be reconciled. W e could count, however, 
on a degree of political support from certain of the Six Powers, 
particularly Germany, Belgium and the Netherlands. Italy, though 
reluctant to expose her economy to competition, was also attracted 
by the Free Trade Area project for political reasons. The French 
Government, on the other hand, could be expected to seek to repeat, 
in the Free Trade Area negotiations, the tactics by which they had 



secured, in the discussions leading up to the signature of the Treaty 
of Rome, substantial concessions in favour of French domestic 
industry. Of the other members of O.E.E.C., the Scandinavian 
countries, Switzerland, Austria and Portugal held views broadly 
similar to our own, although Denmark was faced with special 
problems in respect of agriculture which might lead her to join the 
European Economic Community if no satisfactory arrangements in 
connection with trade in foodstuffs were made in the context of the 
Free Trade Area. The Irish Republic, Iceland, Greece and Turkey 
were favourably disposed towards the Free Trade Area in principle, 
provided that they were not expected to accept immediately the full 
obligations of membership. 

Three major issues were likely to arise in the course of the 
negotiations: — 

(i) Agriculture.—We were committed to the exclusion of 
agriculture from the scope of the Free Trade Area. It was now 
proposed, however, that, simultaneously with the negotiations for 
the creation of the Free Trade Area, discussions should proceed on 
the possible extension of European co-operation on agricultural 
questions. This proposal, which was compatible with our insistence 
that agriculture should be excluded from the Free Trade Area, should 
suffice to enable the Free Trade Area negotiations to begin. 

(ii) Rules of Origin.—Members of the Free Trade Area would 
not maintain a common tariff against countries outside the area. 
As a result United Kingdom traders, selling their goods in France 
in competition with French manufacturers, would have been able to 
obtain their raw materials duty free, whereas the French 
manufacturers would have had to pay the common tariff charged 
by members of the Common Market. The degree of difficulty which 
this problem would present in negotiation would depend on the 
extent to which the Six Powers, particularly France and Italy, 
proposed to impose high tariffs on raw materials. If the French 
Government were intransigent on this point, the negotiations would 
be seriously endangered. 

(iii) Dependent Oversea Territories.—We had decided that, in 
principle, these territories should not be associated with the Free 
Trade Area. But developments in the context of agriculture and 
during the forthcoming session of the Contracting Parties to the 
General Agreement on Tariffs and Trade (GATT) might make it 
necessary to review this decision in due course. 

Our representatives at the GATT discussions should seek, in 
particular, to ensure that the Contracting Parties would not approve 
the Treaty of Rome without imposing conditions for the review, as 
necessary, of its provisions relating to agriculture and requiring the 
Six Powers to make concessions designed to mitigate the damage 
threatened to third countries, including our own Colonies. But we 
should avoid, if possible, confronting the Six Powers with the need 
to choose between membership of the Common Market and 
membership of GATT since, in that event, they would probably resign 
from GATT. 

In discussion the following points were made : — 
(a) Germany and the Netherlands probably desired a liberal 

form of Common Market, for both economic and political reasons, 
while France and Italy would prefer arrangements of a highly 
protectionist character. This division between the members of the 
European Economic Community reduced the danger that the 
institutions of the Common Market might dominate those of the 
Free Trade Area. Nevertheless, it was desirable that the institutions 
of the latter should compare favourably with those of the Common 
Market and should be sufficiently comprehensive and authoritative to 
ensure that the economic leadership of Europe would not pass into 
the control of the Common Market. 



(b) We could not afford to rely on a failure by the Six Powers to 
make the European Economic Community effective. Despite the 
difficulties which they faced, they had a common political purpose 
and would make very considerable efforts to ensure its realisation. 

(c) The other members of the Commonwealth were concerned 
about the damage which the Common Market might inflict on their 
trade, particularly in the case of foodstuffs, where the Six Powers 
envisaged bulk-purchasing and other arrangements designed to benefit 
themselves and their oversea territories. We should therefore 
encourage Commonwealth Governments to play a leading part in the 
forthcoming GATT discussions. The support of the United States 
should also be sought in the G A T T examination of the Treaty of 
Rome. Without provoking the Six Powers to retaliate by adopting 
a hostile attitude to the Free Trade Area negotiations, we should seek 
to prolong the GATT discussions, to ensure that the arrangements of 
the Six Powers would be effectively and continuously supervised by 
G A T T and to secure adequate mitigation of the damage which would 
otherwise be caused to the trade of our Colonial territories. 

(d) There was general agreement that in the forthcoming 
negotiations in O.E.E.C. the agricultural issue should be handled on 
the lines proposed in C. (57) 219, and that any further concessions on 
the lines of those outlined in the Annex to that memorandum would 
undoubtedly provoke considerable criticism from, other members of 
the Commonwealth. But, while the European countries were 
prepared reluctantly to accept our special relationship with the 
Commonwealth, they would probably attack our domestic 
agricultural policies and we might be pressed to accept a more 
fundamental adjustment of those policies than was now envisaged. 
We should have to resist proposals designed either to effect a reduction 
in our own agricultural output or to diminish the Governmenfs 
control of agricultural policy. We should therefore seek to persuade 
the other European countries to accept assurances that it was not our 
purpose to increase the share of our domestic agriculture in the 
United Kingdom market for foodstuffs and that member countries 
of the Free Trade Area could rely on the maintenance of their existing 
share in our market. 

(e) I t would be unwise to exaggerate the technical difficulties 
which would arise during the negotiations in comparison with the 
economic and political advantages which we should derive from 
their successful conclusion. Commonwealth Finance Ministers had 
recognised, at their recent meeting, the importance, both to the 
Commonwealth and to the free world, of a positive outcome of this 
movement towards closer economic association in Europe. We 
should emphasise, in the public presentation of our proposals, that 
the Free Trade Area would be complementary to, not inconsistent 
with, the greater degree of Commonwealth economic co-operation 
which we hoped to achieve. 

The Prime Minister, summing up the discussion, said that there 
was general agreement that the United Kingdom representatives in 
the forthcoming negotiations in the O.E.E.C. and the GATT should 
be guided by the considerations outlined in the memoranda under 
discussion. 

As regards agriculture, it might be possible in due course to 
achieve some alleviation of the difficulties of Commonwealth and 
Colonial countries by using, to their advantage, the techniques of 
bulk purchasing and long-term contracts which were a feature of the 
policies of the Six Powers. Our proposals on agriculture should not, 
however, be given the title of a " Statute " but should be described 
in more general terms as a charter or agreement. 

We should pay particular attention to the formal aspects of the 
Free Trade Area, and should seek to secure that its institutions were 
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invested with at least as much dignity and authority as those of the 
European Economic Community. In general, discussion of our 
proposals should be elevated to the plane of major political decision, 
and the Free Trade Area should be presented as a project which, so 
far from conflicting with our special relationship with the other 
members of the Commonwealth, was designed to strengthen and 
consolidate the political and economic resources which the free 
world as a whole could deploy against the Sino-Soviet bloc. 

The Cabinet— 
Invited the Chancellor of the Exchequer, the President of 
the Board of Trade and the Paymaster-General to be guided, 
in the forthcoming negotiations in the Organisation for 
European Economic Co-operation and the General 
Agreement on Tariffs and Trade, by the considerations 
outlined in C. (57) 218, 219, 220, 221 and 222 and the points 
made in the Cabinefs discussion. 

4. The Cabinet had before them a memorandum by the Foreign 
Secretary (C. (57) 223) covering a report by officials on a request by 
the United States Government that we should collaborate in 
proposing that the embargo on the export of copper wire to the Soviet 
Union should be reimposed. 

The Foreign Secretary said that the Soviet Union were buying 
copper wire primarily as a means of evading the embargo on the 
export of copper metal to countries in the Soviet bloc. The United 
States Government were anxious to secure our collaboration in 
closing this loophole. Even if the commercial considerations involved 
made it impracticable for us to agree to a total embargo on exports 
of wire, we ought not to pursue a policy in direct opposition to that 
of the United States Government until we had discussed with them 
the scope of the controls over strategic exports which it was desirable, 
in the light of current strategic thinking, to seek to enforce. In the 
meantime our exports of copper wire should be reduced below their 
present level. 

In discussion it was suggested that it was very doubtful whether 
any military advantage was to be gained by attempting to limit 
supplies of copper wire to the Soviet Union, particularly in view of 
the current depression in the copper market, which was causing 
considerable anxiety to Commonwealth producers. But, although it 
was desirable that we should review, with the United States 
Government, the strategic criteria by which exports of materials to 
the Soviet bloc were at present assessed, it was not in our interest to 
adopt, in the interval, an entirely independent course, and it would 
be justifiable to meet the wishes of the United States Government 
to the extent of undertaking to limit the amount of copper wire 
licensed for export to the Soviet Union in the next period of six 
months to the amount licensed in the first half of the current year, 
namely 30,000 tons. 

The Cabinet— 
(1) Invited the President of the Board of Trade to arrange for the 

quantity of copper wire licensed for export to the Soviet 
bloc in the next period of six months to be restricted to 
30,000 tons. 

(2)	 Invited the Foreign Secretary to arrange for the issues 
involved in seeking to maintain strategic controls over 
exports of copper and copper wire to the Soviet bloc to be 
discussed with the United States Government as soon as 
possible. 
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5. The Cabinet had before them a memorandum by the Minister 
of Civil Aviation (C. (57) 224) proposing that two air transport 
companies, Airwork and Hunting-Clan, should be allowed to make 
a night stop at Luxor on their services to Nairobi and Salisbury and 
that the necessary payments to the Egyptian authorities should be 
made in transferable sterling from the No. 1 Special Account. 

The Minister of Civil Aviation said that it was important that 
no unnecessary obstacles should impede the development of the 
Governmenfs policy of encouraging the expansion of the independent 
air transport companies and their use of more modern aircraft. The 
services to Nairobi and Salisbury which Airwork and Hunting-Clan 
hoped to introduce in the near future were, however, dependent, for 
technical reasons, on arrangements being made to enable the aircraft 
to stop overnight at Luxor ; and it was therefore desirable that 
the companies should be allowed to finance the cost, amounting to 
about £1,600 a week, through the No . 1 Special Account. The same 
considerations were likely to arise in the case of Central African 
Airways, operating services from the Central African Federation. 
The Government of the Federation would probably adopt whatever 
practice we ourselves authorised as regards payment to the Egyptian 
authorities. 

In discussion it was suggested that, in view of the forthcoming 
resumption of financial discussions with representatives of the 
Egyptian Government in Rome, a decision on this issue should be 
deferred until it was possible to judge from the tenor of those 
discussions whether it would be possible and desirable to revert to 
more normal financial and commercial policies towards Egypt. 

The Cabinet— 
Agreed to resume their discussion of this question at a 
subsequent meeting, in the light of the result of the 
forthcoming financial discussions with representatives of the 
Egyptian Government in Rome. 

6. The Prime Minister informed the Cabinet of exchanges which 
he and the Financial Secretary, Treasury, had had with Opposition 
Leaders regarding their suggestion that a formal enquiry should be 
held to establish whether there had been any premature leakage of 
information about the increase in the Bank Rate on 19th September. 

When this suggestion was first put forward on 24th September, 
enquiries were at once made of the responsible City authorities and 
these disclosed no evidence, either in the operations on the gilt-edged 
market or otherwise, to suggest that there had been any leakage of 
the intention to increase the Bank Rate. Mr. Harold Wilson, M.P., 
had then been informed, with the Prime Ministers authority, that 
the Government saw no sufficient grounds for holding a formal 
enquiry. On 4th October, however, Mr. Wilson sent a further letter, 
in the course of which he stated that prima facie evidence had been 
brought to his attention suggesting that a leakage had occurred from 
a political source. To this the Prime Minister had at once replied 
that, if this evidence was made available to him, he would ask the 
Lord Chancellor to consider whether it afforded sufficient grounds 
for further investigation. On 7th October Mr. Wilson and Mr. James 
Griffiths had called on him and had revealed the nature of this 
evidence without, however, disclosing the identity of the persons 
concerned; and they had asked that, as it pointed in their view to a 
political source, it should be referred for examination, not to the 
Lord Chancellor, but to a Judge of the High Court. The Prime 



Minister had felt that it would be wrong to appear to accept the 
implication that the Lord Chancellor might not take a wholly 
impartial view of this evidence, and he had felt obliged to reject the 
suggestion that it should be examined instead by a Judge of the 
High Court. He had therefore sent a further letter to Mr . Wilson 
asking him to arrange for the evidence to be made available to the 
Lord Chancellor. T o this letter Mr. Wilson had not so far replied. 

The Cabinet— 
Noted, with approval, the action which the Prime Minister 
had taken in this matter. 

Cabinet Office, S.W.1, 
8th October, 1957. 
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1. The Prime Minister said that the Government of the Soviet 
Union had recently sent letters to Socialist leaders in the member 
countries of the North Atlantic Alliance, accusing the United States 
and the United Kingdom of preparing to intervene by force in the 
Middle East. These letters, which would probably be made public 
in the near future, might well be designed to divert attention from 
the Soviet Union's own designs against Jordan and Iraq. 

The Chancellor of the Exchequer said that the resumed financial 
discussions with representatives of the Egyptian Government in 
Rome had been temporarily suspended, since the Egyptian 
representatives appeared to have misunderstood the basis on "which 
the discussions had been arranged and would need to return to Cairo 
for fresh instructions. 

 2. The Cabinet had before them memoranda by the Minister 
f Supply and the Minister of Civil Aviation (C. (57) 228 and 233) 

 about the serious problems which had arisen in the development of 
 the Britannia aircraft. 

Q 

The Minister of Supply said that, although the Bristol Aeroplane 
 Company had been ill-advised in permitting the Britannia aircraft 

 to be put into operation prematurely, a considerable share of the 
 blame must rest on the British Overseas Airways Corporation 

 (B.O.A.C.) for indulging in public criticism of this aircraft as soon 
as it was known to be technically defective in certain respects. The 
Corporation had a special obligation, as a monopoly purchaser, to 
promote the sale of British aircraft, and further progress towards 
overcoming the technical and financial difficulties which had arisen 
in connection with the Britannia aircraft would depend largely on 
their willingness to adopt a more co-operative attitude and publicly 
to express their confidence that these difficulties could be 
surmounted. It was important that the Government should exercise 
their influence to that end, even to the extent, if necessary, of 
withholding dollars from B.O.A.C. for the purchase of American 
aircraft. It would also be necessary to' give separate consideration, 
as a matter of urgency, to ways of ensuring the immediate solvency 
of the Bristol Aeroplane Company by accelerating payments which 
the Government were due to make to the Company and retarding 
payments which the Company were due to make to the Government. 

The Minister of Civil Aviation said that a convincing case could 
be made out for the attitude which B.O.A.C. had adopted and he 
could not accept the view that a large share of the blame should be 
attributed to the Corporation. In any event, the technical and 
financial problems to be solved were complicated and urgent, and he 
recommended that the matter should be referred back to the 
Committee of Ministers who had previously considered the problem, 
in order that agreed recommendations might be submitted to the 
Cabinet. 

Discussion showed that the Cabinet were in agreement with this 
view. 

The Prime Minister said that the Committee of Ministers should 
base their deliberations on the assumption that the failure of the 
Britannia project and the collapse of the Bristol Aeroplane Company 
must be averted, unless these objectives could only be achieved at 
wholly disproportionate cost. With this purpose in view, the need 
for Government participation in the project should be considered on 
purely practical grounds. The Minister of Power should act as 
Chairman of the Ministerial Committee and the Minister of Labour 
should be added to its membership. 
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The Cabinet— 
Invited a Committee of Ministers consisting of— 

Minister of Power (Chairman);
Minister of Labour ; 
Minister of Civil Aviation; 
Minister of Supply; 
Financial Secretary, Treasury; 

to consider, in the light of their discussion, what further 
steps would be necessary and justified to ensure the 
satisfactory development of the Britannia aircraft. 

3. The Cabinet had before them a note by the Chancellor of 
the Exchequer (C. (57) 230) on the economic situation. 

The Chancellor of Exchequer said that over the previous two 
months the gold and dollar reserves had fallen by £185 millions to 
a figure of £660 millions, which was two-thirds of the level at which 
they had stood at the end of 1954. Financial opinion abroad 
appeared to be satisfied, for the moment, that the Government were 
determined to enforce the policies which they had adopted to 
safeguard sterling; but any weakening of those policies would result 
in renewed pressure on the reserves. It was satisfactory that recent 
discussions between Commonwealth Finance Ministers at Mont 
Tremblant had revealed a greater realisation of the need to substitute 
a common policy for an indiscriminate running down of sterling 
balances. 

In discussion it was suggested that the reduction in our external 
liabilities represented by the drawing-down of the sterling balances 
would be largely offset by the increase in our liabilities to the 
International Monetary Fund and the Export / Import Bank. Our 
primary aims, therefore, must be to repay the amounts which we had 
borrowed and to rebuild the reserves; and, from this point of view, 
we were in no position to lend abroad ourselves. On the other hand 
policy must take practical considerations into account. It had 
already been proposed that, in appropriate cases, we should fortify 
the reserves by borrowing in the United States, and it was not 
practicable, beyond certain limits, to restrict investment in 
Commonwealth countries. In the meantime we should adhere firmly 
to the economic policies which had now been adopted, in the 
confidence that a reasonable degree of disinflation in the economy 
would provide the most powerful reinforcement of sterling which 
could be devised. 

The Cabinet— 
Took note of C. (57) 230 and of the points made in 
discussion. 

4. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer (C. (57) 231) on wages in the National 
Health Service. 

The Chancellor of the Exchequer said that the Management 
Side of the Whitley Council for the clerical grades in the National 
Health Service had offered a wage increase of 3 per cent., despite the 
fact that the Minister of Health had advised them to the contrary 
and had informed them that, if this offer was made, he would not 
necessarily implement it. The decisions of the Council were not 
operative without the Ministers formal approval, and it would be 
consistent with the Governmenfs policy that on this occasion the 
Minister should refuse to approve the agreed rates of pay. 



The Minister of Health said that this agreement had been 
reached in the normal course of Whitley Council negotiations and 
he would find it difficult to refuse to implement it unless the 
Government were proposing to refuse to sanction any wage increases, 
by whatever means they were determined. It would be particularly 
difficult to justify a refusal to implement the agreement if the current 
wage claim by the railwaymen was taken to arbitration and the 
award of the tribunal was put into effect with the approval of the 
Government. In the case with which he was concerned there had 
been no disagreement and, as a result, no issue that could be referred 
to arbitration. But it would be very difficult for him to take 
advantage of this situation and to refuse to implement a wage increase 
which had been agreed by both sides of the Whitley Council. 

The Minister of Labour said that, although he shared the view 
of the Chancellor of the Exchequer on the issue of policy, it would 
be unwise to seek to enforce this policy by methods which would 
undermine the Whitley Council structure. It might be preferable 
that the Minister should offer to reconsider the matter in January, 
by which date twelve months would have elapsed since the last 
increase was granted to these grades and it would be possible to assess 
the claim in relation to the further rise in the cost of living which 
would inevitably occur in the next few months. 

In discussion there was general agreement that it would be 
expedient to avoid a direct conflict between the Government and a 
Whitley Council; for this, if misrepresented as indicating "that the 
Government had rejected the established procedures of wage 
negotiation, could have a damaging effect on the larger wage claims 
which would come forward for consideration in the near future. On 
the other hand, it was unsatisfactory that a Whitley Council should 
be free to reach agreement on a wage claim of this type despite the 
fact that the management side bore no financial responsibility for 
implementing the agreement. From this point of view it might be 
wiser to reject at the outset some wage claim in the public service 
which fell clearly within the authority and the responsibility of the 
Government. 

In further discussion it was suggested that this problem should 
be considered in relation to other pending wage claims of a similar 
nature. It might be advisable that the Government should issue in 
the near future a general statement defining their attitude towards 
wage claims both in those cases, such as the National Health Service, 
where they had a direct responsibility for fixing the levels of 
remuneration, and in those cases, such as the nationalised industries, 
where their influence was more indirect. A memorandum on this 
subject should be prepared for early discussion by the Cabinet. It 
should list the outstanding wage claims in the public service and the 
nationalised industries; it should indicate how far the responsible 
Ministers were empowered to issue directions to the nationalised 
industries on the treatment of wage claims; it should deal with the 
related issues in the case of local authorities whose wage settlements 
imposed a considerable burden on the Exchequer; and it should 
include the draft of a general statement on wages policy which might 
be issued by the Government. 

The C a b i n e t 
(1)	 Invited the Chancellor of the Exchequer, after consultation 

with the Minister of Labour and the Chancellor of the 
Duchy of Lancaster, to circulate a memorandum on wages 
policy on the lines indicated in the discussion. 

(2) Agreed	 to resume their discussion of this question at an 
early meeting. 



Education. 5. The Cabinet had before them a memorandum by the 
Capital Minister of Education (C. (57) 229) on educational investment in 
Expenditure. 1958-59 and 1959-60. 
(Previous j *  Minister of Education said that, while he was prepared to n e

Reference: accept a restriction of educational investment which would maintain 
CC. (57) 68th  expenditure in 1958-60.at the 1957-58 level, even this t h  e l e v e l  o f

Conclusions, degree of restriction, which would reduce the total expenditure in 
Mmute 3.) those two years by £8 millions, would necessitate a return to rationing 

of minor projects and the deferment of some projects for rural 
reorganisation. If, however, a further reduction was essential, he 
would be reluctantly prepared to reduce planned investment in 
1958-60 by £11 millions, involving a more drastic cut in expenditure 
on minor works together with a temporary embargo on the building 
of new rural secondary schools. 

The Chancellor of the Exchequer said that, with the exception 
of education, the economies in capital expenditure for which he had 
asked had now been agreed with the Ministers concerned. The 
alternative reductions offered by the Minister of Education would 
secure economies of only A\ per cent, or 6-̂  per cent, respectively in 
capital expenditure on education in 1958-60. The Ministers 
concerned with other capital programmes had accepted more drastic 
reductions, and it was necessary that educational capital expenditure 
in these two years should be reduced by about £20 millions, or 11 per 
cent., if the Government were to achieve their declared aim of 
stabilising public investment in 1958-60 at the level of the 
expenditure in 1957-58. 

In discussion it was emphasised that a reduction of £20 millions 
would mean a delay in the fulfilment of the programme for technical 
education and a reduction in the minimum programme of school 
places needed for the growing number of children and for new 
housing areas. It would be most unfortunate that children should 
be kept out of school and that the expansion of technical education 
should be retarded by economy measures on this scale. Moreover, 
these measures would be superimposed on the substitution of the 
proposed general grant for the specific education grant, which was 
strongly opposed by educational opinion generally. 

On the other hand, the reductions in other types of capital 
expenditure would be no less unwelcome to public opinion. In 
housing the reduction would be of the order of 16-17 per cent., and 
would aggravate the disquiet which was already being aroused by 
the prospect of the entry into force of the Rent Act in October 1958. 
Moreover, local authority opinion in general, as distinct from the 
education committees of local authorities, would expect education 
to bear its fair share of the unavoidable economies and to accept a 
reduction in minor educational works and lower standards of school 
building as a contribution to the retrenchment to which all interests 
were being required to submit. The Government had committed 
themselves in the national interest to a policy of restricting capital 
expenditure; and it would be unwise that this particular type of 
investment should be granted preferential treatment. 

The Prime Minister, summing up the discussion, said that the 
measures which the Government had in mind should be presented 
not as a reduction in capital expenditure but as an attempt to spread 
that expenditure over a slightly longer period. It would also be wise to 
avoid, as far as possible, comparisons between the relative sacrifices 
which were being demanded from different interests. Nevertheless, 
it was undesirable that the reduction in educational capital 
expenditure should be greater than the reductions in other types of 
investment. If the economy to be achieved in the period 1958-60 
was set at £15 millions, this would represent a fall of no more than 
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about 8 per cent, and would constitute a reasonable decision which 
the Government could defend. 

The Minister of Education said that he would wish to consider 
in greater detail the implications of a reduction of the order of 
£15 millions. 

The Cabinet— 
Invited the Chancellor of the Exchequer to give further 
consideration, in consultation with the Minister of 
Education, to the proposal that educational capital 
expenditure in 1958-60 should be reduced by £15 millions. 

House of Lords 6. The Cabinet had before them a memorandum by the Lord 
Reform. Chancellor (C. (57) 227) seeking, on behalf of the Commonwealth 
(Previous Secretary, the views of the Cabinet on two questions which were 
Reference: likely to be raised during the forthcoming debate on House of Lords 
C.C. (57) 59th reform. 

Conclusions, 

Minute 4.) The Lord Chancellor said that, although it had originally been 


proposed that the Bill to be introduced in the 1957-58 Session should 
be limited to the creation of life Peerages, it appeared to the 
Commonwealth Secretary and himself, on reflection, that it would 
be difficult to defend the exclusion of hereditary Peeresses in their 
own right. It might, therefore, be appropriate that, if the claims of 
hereditary Peeresses were pressed in the forthcoming debate, 
Government spokesmen should be authorised to undertake that full 
consideration would be given to their position in connection with the 
proposed legislation. 

Similarly, it had originally been envisaged that the Bill should 
not include a provision to enable Members of the House of Commons 
who succeeded to hereditary Peerages to renounce their rights to sit 
and vote in the House of Lords, whether for their lifetime or for 
some shorter period. The House of Commons, however, would be 
likely to favour the inclusion of a provision of this kind, and it might 
be undesirable to oppose any pressure to this end which might 
develop. On the other hand, it would probably be impossible to 
secure the insertion of a renunciation clause in the Bill unless its 
Long Title was so widely drawn as to admit a large number of other 
less desirable amendments. The balance of advantage, therefore, 
appeared to lie in introducing the Bill in the House of Lords with 
a strictly limited Long Title, to accept the risk that it might prove 
impossible to secure the insertion of a renunciation clause in the 
House of Commons and, in that event, to offer to bring in another 
Bill in order to meet the possible wishes of the House of Commons on 
this point. 

In discussion there was general agreement that it would be 
preferable to adhere to the Governmenfs original intention to 
introduce a Bill strictly limited to the creation of life Peerages. This 
should be a relatively simple and non-contentious Bill, and any 
extension of its scope would be liable to precipitate discussion on 
more elaborate schemes for the reform of the House of Lords which 
the Government would not favour. It would also be inexpedient 
that the Government should appear to be envisaging any extension 
of the hereditary principle. N o encouragement should, therefore, be 
given to the suggestion that hereditary Peeresses should be dealt with 
in the forthcoming legislation, although, if pressure in their favour 
developed during the discussion of the Bill in the House of Lords, 
it would then be for consideration whether an amendment to this 
effect should be conceded. 



The Cabinet— 
( 1 )	 Invited the Lord Chancellor to arrange that Government 

spokesmen in the forthcoming debate on House of Lords 
reform should refrain from committing the Government, 
at that stage, to give sympathetic consideration to the 
claims of hereditary Peeresses to sit in the House of 
Lords. 

(2) Agreed	 that the Bill should be introduced with a strictly 
limited title, even though it might prove impossible to 
secure the insertion of a renunciation clause in the House 
of Commons at a subsequent stage. 

Cabinet Office, S.W. 1, 
15th October, 1957. 

SEORET 
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Economic 
Situation. 
(Previous 
Reference : 
C C . (57) 72nd 
Conclusions, 
Minute 6.) 

Alleged 
Leakage of 
Information. 

Washington
Talks.

.1 . The Prime Minister said that, after the Cabinefs discussion 
on 8th October, the Opposition Leaders had communicated to the 
Lord Chancellor, in confidence, the information which they had 
regarded as constituting prima facie evidence that there had been 
some premature leakage, of information, from a political source, 
about the intention to increase the Bank Rate on 19th September. 
The Lord Chancellor had sifted this information, in an enquiry which 
had involved the questioning of twenty-six persons; and as a result 
he had reached the conclusion that it afforded no prima facie ground 
for supposing that there had in fact been any leakage of information 
about the intention to increase the Bank Rate. He had reported this 
conclusion to the Prime Minister, with the recommendation that there 
were not sufficient grounds for holding any further enquiry, whether 
by a Select Committee or under the Tribunals of Inquiry (Evidence) 
Act, 1921, or otherwise. 

The Prime Minister said that he had considered very carefully 
whether the Lord Chancellor's report should be published. He had 
however come to the conclusion that it would be inexpedient to take 
that course. It would be contrary to precedent. It would also be 
unfair to the persons, named in the report, who had been examined 
by the Lord Chancellor without the knowledge that what they said 
would be made public and without the opportunity of being legally 
represented. Moreover, the report would give scope for debate on 
matters not directly related to the allegation of a leakage of 
information about the change in the Bank Rate—in particular, the 
relations between a Government in office and its Party organisation, 
and the extent to which information about forthcoming announce
ments of Government policy was given in advance to the Press. In 
these circumstances he had come to the conclusion that the best 
course would be for him to write a letter to the Leader of the 
Opposition in which, after indicating briefly the nature of the 
allegations made and of the reasons why they had proved to be 
ill-founded, he would say that the Lord Chancellor had come to the 
conclusion that there were no grounds for holding any further enquiry 
and that he proposed to take no further action in the matter. 

After discussion the Cabinet— 
Agreed that no further enquiry should be held into the 
allegation that there had been a premature leakage of 
information about the increase in the Bank Rate on 
19th September; and took note, with approval, of the terms 
in which the Prime Minister proposed to communicate this 
decision to the Leader of the Opposition. 

 2. The Prime Minister said that the United States Government 
 appeared to be convinced that, in order to counter the Soviet threat, 

of which the earth satellite was the most recent and most spectacular 
warning, the whole structure of Western collaboration needed to be 
re-examined. They were anxious, in particular, to review the 
pattern of their relations with the United Kingdom and to develop 
a closer relationship with this country. He had decided, therefore, 
to accept an invitation from President Eisenhower to pay an 
immediate visit to Washington in order to discuss the methods by 
which the collective strength of the free world could be more 
effectively mobilised. Russia was a formidable antagonist, and its 
resources, its technical efficiency and its system of Government 
might enable it to maintain its pressure on the democracies for a 
very considerable time before the Communist ideology finally spent 
itself. The free world, however, possessed vast resources with which 
to meet this challenge, provided that they were not dissipated and 
misapplied. His objective in the forthcoming discussions in 



Wages. 
(Previous 
Reference : 
C.C. (57) 73rd
Conclusions,
Minute 4.)

Washington would, therefore, be twofold. He would seek, first, to 
work towards the repeal of the McMahon Act, in order that the 
technical resources of both countries might be organised to give 
effect to a genuine policy of collective defence and that the demands 
on our own economy might be reduced. Thereafter he would 
endeavour to establish, unobtrusively and without provoking the 
suspicion of existing international organisations, a basis on which 
joint Anglo-American machinery might be created for the 
implementation of an agreed policy towards the political, military 
and economic issues which confronted both Governments, 
particularly in the Middle East. For these purposes he would be 
concerned to impress on the United States Government that it was 
essential to the effective defence of the free world that each country 
should concentrate on the contribution which it was best equipped 
to make, that the resources of the Western Powers should not be 
wasted through lack of co-ordination, and that the democracies 
would not be able successfully to withstand the Soviet menace unless 
they developed a greater integration of policy and purpose. The 
new approach to these issues which the United States Government 
now appeared to be adopting provided grounds for hope that we 
might succeed in re-establishing the close association with them which 
had been so fruitful in earlier years. 

The Cabinet— 
Took note, with approval, of the Prime Ministers statement 
and wished him all success in his forthcoming consultations 
in Washington. 

3. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer and the Minister of Labour (C. (57) 237) 
on wages policy in the public sector, together with memoranda by 

 the Secretary of State for Scotland and the Minister of Health 
 (C. (57) 238) and the Postmaster-General (C. (57) 243) on wages policy 

 in relation to the National Health Service and the Post Office 
engineers respectively. 

The Chancellor of the Exchequer said that, although the 
Government should not attempt to interfere with the operation of 
the established processes of free collective bargaining and arbitration, 
the economic policy on which they had now embarked required that, 
both in their own capacity as a direct employer and in terms of the 
indirect influence which they could exert over the nationalised 
industries, they should seek to secure that the initial offers made in 
response to claims for increased remuneration would be low, that 
the issues would then be referred to arbitration, and that the awards 
of the arbitrators would be implemented by compensating savings. 
It would also be necessary to resist so far as possible any attempt by 
the nationalised industries to meet increased wage costs by increases 
in prices rather than by economies in the scale of the services 
involved. 

The Minister of Labour said that, while he entirely endorsed 
the general principles proposed by the Chancellor of the Exchequer, 
the application of those principles to the circumstances of each 
nationalised industry would need careful examination. In the case 
of an industry, e.g., coal, which already had insufficient manpower 
to achieve full economic production, it might well be unrealistic to 
seek to offset increases in wages by a reduction in the scale of 
activity. 

The Minister of Transport said that, subject to the Cabinefs 
approval, he proposed to inform the British Transport Commission 
that the finance available for their modernisation plans in the next 
financial year would be no greater than in the current year, with the 



result that the cost of any wage increases granted to the 
Commission^ employees would have to be met by the discharge of 
labour or by a reduction in the scope of the Commissions services. 
The Government would have to exercise their influence with the 
Commission to dissuade them from seeking an alternative remedy in 
an increase of fares. Even though fares were determined ultimately 
by the Transport Tribunal, the Tribunal itself was enjoined to have 
regard to the public interest. 

In discussion there was general agreement with these views. 

The Cabinet— 
(1) Approved in principle the general policy outlined in 

C. (57)237. 
(2) Authorised the	 Minister of Transport to inform the British 

Transport Commission that no additional funds would be 
made available by the Exchequer to meet any increases in 
wages and that, in so far as these increases were not 
matched by commensurate increases in productivity, they 
would have to be offset by a reduction in the scope of the 
Commissions services. 

National Health The Chancellor of the Exchequer said that the success of the 
Service. policy which the Cabinet had now approved would depend to a 

considerable extent on the firmness with which the Government dealt 
with wage claims by their own employees. In the case of the clerical 
grades in the National Health Service it would be consistent with this 
policy that the Minister of Health should disallow the increase of 
3 per cent, which had been agreed by the Whitley Council concerned 
but should offer to allow the issue to be submitted to arbitration and 
to accept the award of the arbitrator, on the understanding that the 
cost of any award would be offset by retrenchment in the service. 

The Minister of Health said that it would be extremely difficult 
to meet the cost of a wage increase in the National Health Service 
by economies in the scale of the service. The Guillebaud report had 
only recently demonstrated that there was no scope for general 
savings, while a reduction in the numbers of hospital staffs would 
involve a contraction of the scope of the service, e,g., by the closure 
of hospital beds, which would be wholly unacceptable. The least 
damaging course, therefore, would be to inform the Whitley Council 
that, while the Government could not approve the proposed wage 
increase at the present time, they would be prepared to give it their 
approval at some future date, to be determined in the light of 
circumstances, and would be ready to review the question in six 
months ' time. 

In discussion there was general agreement that the Government 
would be unwise to commit themselves now to giving definite 
approval to the proposed wage increase at the end of a specified 
period or to accepting any obligation on retrospection in connection 
with any increase which might ultimately be approved. It would be 
more appropriate that they should merely undertake to review the 
whole position after six months. If, as a result, the Staff Side 
requested that the issue should now be submitted to arbitration, the 
Cabinet would need to reconsider the question. 

The C a b i n e t 
(3) Invited the Chancellor of the Exchequer to concert with the 

Secretary of State for Scotland, the Minister of Labour 
and the Minister of Health, the form of words whereby 
the Whitley Council for the clerical grades in the National 
Health Service would be informed that, while the 



Government were obliged to withhold for the time being 
approval of the recent agreement of the Council to grant 
a 3 per cent, wage increase to officers of the Service on 
salaries up to £1,200 per annum, they would be prepared 
to review the question again after a reasonable interval. 

Post Office The Postmaster-General said that the wage claim of the Post 
Engineers. Office engineers had its origin in the recommendations of the Royal 

Commission on the Civil Service, 1953. The greater part of these 
recommendations, in so far as they affected the Post Office, had been 
implemented, and the only outstanding claim was that of the 
engineering grades in question. These grades had been given an 
assurance that they would be treated no less favourably than the 
other Post Office grades; and the recent increases in Post Office tariffs 
had been assessed on the assumption that their wage claim would 
be met. The case was, therefore, an exception to the general 
principles propounded by the Chancellor of the Exchequer; and any 
attempt to force it into conformity with those principles would expose 
the Government to the charge that they had dishonoured one of the 
commitments by reference to which the increases in tariffs had been 
justified and would involve the Post Office in the loss of the goodwill 
of the staff whose co-operation was essential to the progressive 
modernisation of Post Office services. 

The Chancellor of the Exchequer said that he could not accept 
that these were adequate reasons for creating a dangerous precedent 
by departing, at the very outset of the Governmenfs new economic 
policy, from the basic principle that the initial offers in wage 
negotiations should be sufficiently low to ensure that claims would be 
submitted to arbitration. 

In discussion it was agreed that, while the Government should 
seek to avoid appearing to be founding their new policy on an act 
of bad faith in the first case in which that policy came to be applied, 
it would be appropriate in present circumstances that they should 
confine their initial offer to a range of figures which, though not 
unreasonable, would be calculated to secure that the issue would be 
referred to arbitration. The timing of the arbitration should be 
decided in the light of the progress of other wage claims now pending. 

The Cabinet— 
(4) Invited the	 Chancellor of the Exchequer to agree with the 

Minister of Labour and the Postmaster-General the 
details of an offer which might be made to the Post Office 
engineering grades, with a view to securing that the 
claim of those grades for a wage increase would be 
referred to arbitration. 

Compulsory 4. The Cabinet had before them a memorandum by the 
Acquisition of Minister of Housing (C. (57) 239) examining the possibility of 
Land: introducing legislation in the forthcoming session to amend the basis 
Compensation. f the assessment of compensation for the compulsory acquisition 0 

of land. 
The Minister of Housing said that, in view of the growing 

dissatisfaction about the disparity between the sum paid for land on 
compulsory acquisition and the amount which that land would have 
commanded in the open market, it would be necessary to review the 
basis on which compensation was assessed in such cases. The problem 
was, however, extremely complex, and a great deal of further work 
would be necessary before sound proposals could be put forward. 
He had it in mind to propose amending legislation for the 1958-59 
session. It would be quite impracticable to introduce it in the session 
immediately ahead. 



Opening of 
Parliament. 
Facilities for 
Television. 
(Previous 
Reference: 
C C . (53) 38th 
Conclusions, 
Minute 7.) 

Cabinet
21st

Discussion showed that the Cabinet were in agreement with this 
view. Legislation on this subject would be liable to be very 
controversial, and its scope should be examined with great care 
before the Government were committed to a new policy. It would 
be necessary, in particular, to seek to ensure that the law was not 
amended in such a way that property owners whose land was not 
purchased compulsorily would suffer adversely from any new basis 
of valuation. Consideration should also be given to a revision of the 
existing statutory provisions governing the treatment of land which 
was sterilised for possible future development. 

The Cabinet— 
Invited the Minister of Housing to submit, in due course, 
proposals for the amendment of the basis of compensation 
for the compulsory acquisition of land, with a view to the 
introduction of legislation for this purpose in the 1958-59 
session. 

5. The Prime Minister said that the Director-General of the 
British Broadcasting Corporation (B.B.C.) had again suggested that 
the Opening of Parliament should be televised. The arguments for 
and against this course had been fully considered by the Cabinet in 
1953, and no succeeding Administration had seen fit to modify the 
decision which was then taken that facilities for televising this 
ceremony should not be afforded. The fact, however, that the 
Opening of a new session of the Canadian Parliament by The Queen 
had been televised in full, including the reading of The Gracious 
Speech from the Throne, might possibly be held to put a different 
complexion on the matter. While he proposed to inform the 
Director-General of the B.B.C. that it was not now practicable to 
consider affording television facilities for the Opening of Parliament 
on 5th November, he felt that, subject to The Queen's approval, the 
matter might perhaps be reviewed afresh before the Opening of 
Parliament in 1958. 

The Cabinet were in general agreement with this proposal, 
although it was pointed out that, if permission was granted for 
television of the State Opening of Parliament, it might prove 
increasingly difficult to deny facilities for television and sound 
broadcasting of Parliamentary debates. 

The Cabinet— 
Took note that the Prime Minister would arrange for further 
consideration to be given to the possibility of providing 
television facilities for the State Opening of Parliament. 

Office, S.W. 1, 
October, 1957. 
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Parliament. 1. The Cabinet were informed of the business to be taken in 
the House of Commons in the final week of the current session 
following the reassembly of Parliament on 29th October. 

The Queen's
speeches.
Prorogation of
Parliament. 

 2. The Cabinet had before them a note by the Secretary of the 
 Cabinet (C. (57) 232) covering a revised draft of The Queen's Speech 

o n t n  e Prorogation of Parliament. 

(Previous 
Reference: 
C C . (57) 71st 
Conclusions, 
Minute 2.) 

It was agreed that a number of passages, relating respectively 
to Malta, Cyprus, the recent series of nuclear trials and the 
appointment of a Committee of Enquiry into the fishing industry, 
should be omitted from the The Speech. It was also agreed that the 
reference to the recent meeting of the Commonwealth Finance 
Ministers in Canada should be in more general terms and that no 
mention need be made of the negotiations for the establishment of 
a free trade area in Europe. 

The Cabinet approved the draft Speech, subject to these changes 
and to certain other verbal amendments. 

The Cabinet— 
(1) Instructed the Secretary of the Cabinet to circulate a final 

draft of The Queen's Speech on the Prorogation of 
Parliament. 

(2) Invited the Prime Minister to submit the final draft for Her 
Majesty's approval. 

Agricultural 3. The Cabinet had before them a memorandum by the Lord 
Policy. Chancellor (C. (57) 240) covering a report by a Sub-Committee of 
(Previous the Home Affairs Committee recommending that legislation to 
Reference : amend certain of the provisions of the Agriculture and Agricultural C M . (56) 31st 
Conclusions, Holdings Acts, 1947-49, should be introduced in the forthcoming 
Minute 5.) session. 

The Lord Chancellor said that Ministers had had under review 
for a considerable time the problems arising from the excessive 
degree of security at present enjoyed by the tenant farmer and from 
the serious difficulties which confronted the Agriculture Ministers 
in exercising their statutory powers of discipline over the agricultural 
industry. Two new factors had now emerged which made it more 
realistic to contemplate introducing amending legislation on these 
matters. First, the recommendations of the Committee on 
Administrative Tribunals and Enquiries would now make it necessary 
in any event to envisage legislation on the functions of agricultural 
tribunals. Even a limited measure for this purpose would focus 
attention on the disciplinary provisions of the Agriculture Act, 
1947, and would reveal that these provisions had now ceased to be 
effective. Secondly, an unexpected measure of agreement had been 
achieved between landlords and farmers on the desirability of 
relaxing the existing statutory provisions governing the tenancy of 
agricultural holdings. The farmers also recognised that agricultural 
rents had remained artificially depressed, and they would probably 
acquiesce in amending provisions which would enable rents to be 
assessed on the basis of open market values. The proposed 
legislation would cover these three subjects, and would include, in 
addition, a provision to amend the existing law in respect of the 
bequest of and succession to agricultural tenancies in Scotland. 
Despite the measure of agreement between the interests primarily 
affected, the Bill would clearly provide scope for controversy. 
Nevertheless, it would be acceptable to the Governmenfs supporters, 
and could be amply justified on merits. 

5 2 5 5 0 - 8 B 2 



The Minister of Agriculture said that there could be no question 
of ignoring the recommendation of the Committee on Administrative 
Tribunals, and Enquiries that the disciplinary functions of the 
Agriculture Ministers should be transferred to independent tribunals. 
Action to give effect to this recommendation would, however, 
necessarily entail radical amendment of Part II of the Agriculture 
Act, 1947. The Agriculture Act passed in the current session had 
now placed the agricultural subsidies on an independent long-term 
basis, and the farmers no longer had reason to fear that the 
amendment of Part II of the 1947 Act would be interpreted as freeing 
the Government from their obligations under the subsidy provisions
of Part I of that Act. Although the Opposition would no doubt 
criticise the proposed measure, the opportunity t)f introducing 
legislation based on a substantial measure of agreement between 
landowners and farmers was unlikely to recur, and the Government 
would be charged with lack of political courage if, after the extensive 
consultations which had taken place, they failed to proceed with this 
legislation. 

The Secretary of State for Scotland said that he fully endorsed 
the case for introducing amending legislation on the lines proposed. 
The amendment of the law governing the succession to, and the 
bequest of, agricultural tenancies in Scotland would, however, be 
highly controversial in Scotland and would be resisted by the Scottish 
National Farmers ' Union. 

Discussion showed that the Cabinet recognised the case for 
proceeding with the proposed legislation in the forthcoming session, 
particularly in view of the measure of agreement which had been 
reached between landowners and farmers. The repeal of the 
disciplinary powers would be welcomed by the Governmenfs 
supporters, and a relaxation of the provisions governing security of 
tenure would provide encouragement to younger farmers. In its 
application to agricultural rents, the Bill would not be strictly 
analogous with the recent Rent Act and would be unlikely to provoke 
as critical a reaction. On the other hand, the Cabinet had had little 
opportunity to consider the full implications of this measure, which 
would provide scope for general political and social controversy. 
The Queen's Speech on the Opening of Parliament should, therefore, 
refer only in general terms to the possibility of introducing legislation 
to amend the Agriculture Acts. Such a reference might be combined, 
in a composite paragraph, with references to the Governmenfs 
intention to promote measures to repeal certain emergency powers 
relating to land and to give effect to certain recommendations of the 
Committee on Administrative Tribunals and Enquiries. It would 
subsequently be necessary for the Cabinet to consider, before the 
Debate on the Address, the precise scope of the proposed amendment 
of the Agriculture Acts. 

The Cabinet— 
(1) Agreed that the legislative programme	 for the forthcoming 

session should provide, in principle, for some degree of 
amendment of the Agriculture and Agricultural Holdings 
Acts, 1947-49. 

(2) Agreed to give further consideration, at a subsequent meeting 
before the Debate on the Address, to the precise scope 
of such amending legislation. 

(3) Agreed	 that, pending a final decision, the Governmenfs 
intentions in this matter should be expressed in general 
terms in The Queen's Speech on the Opening of 
Parliament. 



Administration 4. The Cabinet had before them a memorandum by the Home 
of Justice. Secretary and the Lord Chancellor (C. (57) 236) seeking approval to 

the appointment of a Royal Commission to consider the arrangements 
for the administration of justice by courts of assize and quarter 
sessions. 

The Home Secretary said that, while much could be achieved in 
the field of penal reform by administrative methods and by the 
changes envisaged in several relatively minor Bills which he proposed 
to introduce in the forthcoming session, the major problem was to 
devise a suitable method of giving adequate effect through the 
machinery of justice to the concepts of penal treatment which were 
now generally accepted. The principles on which the sentencing of 
convicted offenders was now based assumed that the court, having 
informed itself of the history, character and potentialities of the 
offender and of the possible effect on him of the various forms of 
treatment available as penalties, would select the most appropriate 
form of sentence. The law provided magistrates' courts with ample 
powers to these ends: but the superior courts were still virtually 
obliged to proceed direct from conviction to sentence. He therefore 
proposed that a Royal Commission should be appointed to examine 
the arrangements for the administration of justice in courts of assize 
and quarter sessions and to consider, in particular, what alterations 
were required to ensure that these courts, before passing sentence, 
would have adequate information about the circumstances of 
offenders convicted before them. 

In discussion it was suggested that, although it was important 
that courts should be seen to give the fullest possible effect to the 
modern concepts of penal treatment, it was no less important to avoid 
unnecessary delay between the conviction and sentence. It would 
be dangerous to adopt, without more careful examination, a 
procedure which would gradually undermine the principle of an 
itinerant judiciary, which was one of the cardinal features of our legal 
system. On the other hand, it was the clear intention of the Criminal 
Justice Act, 1948, that courts should have before them such 
information as was necessary to enable them to adapt the sentence 

:  : " ; to the	 offender; and, now that increased facilities for the supply of 
U l i  W	 ; s u c  h information were available, it was desirable to consider how 

ut ^ far^the' judicial system'might heed' to be modified in order to take 
full advantage^ of' those facilities. ' ' '- 1 - :  ;. . .'. 

ji	 i, i. j The,,PrimeMinister, summing mp i t t he discussion, said that it 
y.. - - a. s; :.. would be necessary to examine in more detail the scope of any review 

v/of' the, administration, of justice which the Government might 
i; r; undertake. It would be desirable that any mention of this subject 

'/.:..):: : ;.in The Queen's Speech should be expressed in general terms rather 
- ; ' than by reference to the appointment of a Royal Commission. It 
' . would be for consideration whether the relevant paragraph of the 

: Speech should also mention the possibility of a Government measure 
.	 to implement the proposals of the Wolfenden report relating to 

prostitution. 

The Cabinet— 
(1) Invited the Home Affairs	 Committee to examine, in greater 

detail, the proposals outlined in C. (57) 236. 
(2) Agreed that it would be for consideration, in the light of the 

result of the further examination to be made under 
Conclusion (1) above, how far it would be appropriate that 
The Queen's Speech on the Opening of Parliament should 
refer to the Governmenfs intention to review the 
arrangements for the administration of justice by the 
superior courts. 



s i s 

5. The Cabinet had before them a note by the Secretary of 
the Cabinet (C. (57) 211) outlining the various proposals for further 
Government action in relation to pensions and the arguments for 
and against each possible course. 

The Prime Minister said that, after discussing this question with 
the Ministers primarily concerned, he was satisfied that the 
Governmenfs specific proposals, as indicated in The Queen's Speech 
on the Opening of Parliament, should be limited to an increase in war 
pensions and increases in retirement benefits and contributions under 
the National Insurance scheme and that the Speech should merely 
indicate that the Government were continuing to study the wider 
problems of provision for old age. Thereafter, it would be desirable 
that the Cabinet should have, at a suitable opportunity, a full 
discussion of the further possibilities of action outlined in C. (57) 211. 
If the Government were to introduce proposals which would provide 
for supplementation of the National Insurance system on a significant 
scale, the choice might be found to lie between the two schemes 
defined in C. (57) 211 as the September plan and the August plan. 
Of these, the latter would represent a relatively simple operation from 
the technical point of view. On the other hand, the September plan, 
though technically more complicated, appeared to present certain 
political advantages. It would be necessary, therefore, to arrange for 
the relative merits and the administrative implications of these 
different proposals to be examined further before the Government 
could decide their final policy in this matter. 

The Cabinet— 
(1) Took note, with approval, of the Prime Ministers	 proposal 

that The Queen's Speech on the Opening of Parliament 
should indicate that the Government were continuing to 
study the wider problems of provision for old age. 

(2) Agreed to resume, at	 a subsequent meeting, their discussion 
of the various possible courses of action described in 
C. (57) 211. 

6. The Cabinet had before them a memorandum by the 
President of the Board of Trade (C. (57) 234) on the proposal that 
the forthcoming Tariff Bill should not include mandatory provisions 
exempting Commonwealth goods from duty. 

The President of the Board of Trade said that further 
examination of the existing statutory provisions relating to duty-free 
entry for Commonwealth goods had shown that it would not be 
possible to reproduce these provisions exactly in the forthcoming 
Tariff Bill without perpetuating the arbitrary distinction between 
duties charged in particular tariff enactments, which it was a main 
purpose of the Bill to eliminate. He had also ascertained, during 
the recent meeting of Commonwealth Finance Ministers in Canada, 
that there would, in general, be no objection on the part of the other 
independent members of the Commonwealth to our discontinuing 
these provisions in the new legislation, on the understanding that 
their discontinuance would not imply any change in our own policy. 
The position of the Colonies was admittedly different; but to 
perpetuate the relevant provisions in relation only to the Colonies 
would involve drawing an invidious distinction between different 
members of the Commonwealth and might provoke the other 
independent members of the Commonwealth to reconsider their 
agreement to accept the discontinuance of the provisions. It would 
be preferable, therefore, that the provisions should be wholly omitted 
from the new legislation and that the Colonies should be reassured 
by a suitable public statement of our intention to make no change in 
our policy. 



In discussion the following points were made: 
(a) Although certain of the other independent members of 

the Commonwealth had indicated, at the recent meeting of 
Commonwealth Finance Ministers in Canada, that they "were 
prepared to accept the discontinuance of the existing statutory 
provisions, the position of other members was less clear. It might 
be desirable that, before the Bill was introduced, United Kingdom 
High Commissioners in all the Commonwealth countries concerned 
should be instructed to verify that no objection would be raised by 
any member of the Commonwealth to Our proposal. 

(b) Unlike the independent members of the Commonwealth, the 
Colonies were unable to protect themselves by trade agreements or 
otherwise; and, if the existing statutory provisions were omitted from 
the new legislation, they would inevitably be suspicious of our 
intentions. On the other hand, it was inconceivable that we should 
impose a duty on Colonial products in any case in which 
corresponding products from independent members of the 
Commonwealth were entitled to enter this country free of. duty. 
Moreover, t o perpetuate the existing statutory provisions in relation 
to the Colonies alone would be liable to involve us in embarrassment 
in negotiations under the General Agreement on Tariffs and Trade. 

The Prime Minister, summing u p the discussion, said that the 
balance of advantage appeared to lie in omitting the existing 
provisions entirely from the forthcoming Bill. The Colonies should, 
however, be given ample notice of our intentions and should be given 
all possible reassurances. If necessary, their position could be 
reconsidered later. 

The Cabinet— 
(1) Invited the President	 of the Board of Trade to consider, in 

consultation with the Commonwealth Secretary, how far 
it was desirable to verify that the other independent 
members of the Commonwealth were prepared to accept 
our proposal to discontinue, in the forthcoming Tariff 
Bill, the existing statutory provisions for the exemption 
of Commonwealth goods from protective duties. 

(2) Agreed	 that, subject to Conclusion (1) above and on the 
understanding that the position of the Colonies would be 
reconsidered if necessary at a later stage, these provisions 
should not be reproduced in the new legislation. 

Legislative 7. The Cabinet had before them a memorandum by the Home 
c	 2 4 2BST^slTseKioii S e c r e t a r  y  ( - ( 5 7 ) ) proposing a revised legislative programme for 

' the forthcoming session. 
Reference: In addition to the issues of policy dealt with in' the preceding 
C C . (57) 59th Minutes 3-6, the following points were made in discussion: — 

i a )  T h e P u b l i c  W o r k s L o a n s a n dSnufeZ)8'  Trustee Savings Banks Bills 
should be classified as essential measures. 

(b) The Slaughterhouses Bill should be placed in a reserve 
category pending a final decision on the scope of the legislation to 
amend the Agriculture and Agricultural Holdings Acts. 

(c) Legislation to give effect to the recommendation of the 
Committee on Administrative Tribunals and Enquiries in favour of 
a Council on Tribunals could be made ready for introduction in the 
forthcoming session and would be welcomed by the Governmenfs 
supporters. I t was not wholly certain, however, that time could be 
found for this additional measure. 



3 hi 1 

The Queen's 
Speeches. 
Opening of 
Parliament. 
(Previous 
Reference : 

Conclusions'/"
Minute 7.) '

(a?) To avoid delay in arranging the work of Standing 
Committees in the new session, the drafting of those Bills which had 
been accorded a firm place in the programme should now be pressed 
forward urgently. It was essential that the drafting of the Local 
Government Bill should be completed in time for it to receive its 
Second Reading before Christmas. The preparation of the proposed 
legislation to repeal certain emergency provisions relating to land 
should be similarly expedited in order that, if possible, this legislation 
also might be given a Second Reading before Christmas. It it became 
necessary to draw on the reserve list of Bills, the Charitable Trusts 
(Baddeley Judgment) Bill would be a suitable and uncontroversial 
measure for this purpose. 

The C a b i n e t 
(1) Endorsed, subject to the points made in their discussion	 and 

to the conclusions recorded under Minutes 3-6 above, the 
legislative programme annexed to C. (57) 242. 

(2) Invited all Ministers	 who were responsible for Bills which 
had been accorded a place in the legislative programme 
for the forthcoming session to take urgent steps to expedite 
the final drafting of these measures. 

8. In the light of the discussions recorded in Minutes 3-7 
above, the Cabinet considered the revised draft of The Queen's 
Speech on the Opening of Parliament which had been circulated 
under cover of a note by the Secretary of the Cabinet (C. (57) 235). 

In discussion it was suggested that the Speech should be further 
 revised in order that the Governmenfs programme of legislation 

 might be presented in a more imaginative and attractive setting. 
Various textual amendments were suggested and approved. The 
following points of substance were also considered: — 

(a) Paragraph 1.—The Speech would appropriately open with a 

reference to The Queen's recent stay in Canada and her visit to the 

United States. 


(b) Paragraphs 2-4.—These paragraphs might need further 

consideration in the light of the outcome of the Prime Minister^ 

forthcoming discussions with President Eisenhower in Washington. 


(c) Paragraph 4.—In the light of the slow progress of the current 
financial negotiations with representatives of the Egyptian 
Government in Rome, it would be preferable to omit the reference 
to the Governmenfs intention to continue to press for the restitution 
of British property in Egypt and for the payment of compensation 
by the Egyptian Government. 

(d) Paragraph 9.—The Minister of Defence said that it was 
desirable, in order to stimulate voluntary recruitment, that this 
paragraph should indicate that conditions of service in the Forces 
would be improved. In discussion, however, it was emphasised that 
the Cabinet had not yet considered the extent to which it would be 
possible, in current economic circumstances, to contemplate measures 
for this purpose; and it was agreed that the balance of advantage lay 
in omitting the paragraph entirely. 

(e) Paragraph 14.—This paragraph, which was directed primarily 
to conditions in Scotland, would be liable to be interpreted more 
generally, in a manner inconsistent with the Governmenfs economic 
policy. It was agreed that it should be omitted. 

(/) Paragraph 16.—In present economic circumstances it might 
be advisable that this paragraph should be omitted from the 
Speech, although the proposed measure should probably retain its 
place in the legislative programme. 



(g) Paragraph 18.—This paragraph, together with paragraphs 23 
and 24, should be revised in the light of the Cabinefs earlier decision 
about the desirability of introducing legislation to amend the 
provisions of the Agriculture Acts. 

(h) Paragraph 19.—This paragraph should be omitted from the 
Speech, in accordance with the Cabinefs earlier decision that the 
Bill dealing with slaughterhouses in England and Wales should be 
held in reserve. 

(/) Paragraph 20.—The measure relating to agricultural drainage 
schemes in Scotland should be accorded a firm place in the legislative 
programme. 

(j) Paragraph 25.—The Public Records Bill should be omitted 
from the Speech; but it should be retained in the legislative 
programme and might prove suitable for introduction in the House 
of Lords. 

(k) Paragraph 26.—The proposed legislation on child welfare 
would constitute a useful and attractive measure of social reform 
and should be accorded a firm place in the legislative programme. 

(/) Paragraph 27.—The references to penal reform and the 
treatment of offenders should be redrafted in the light of the Cabinefs 
decision on the Home Secretary's memorandum on the administration 
of justice (Minute 4 above). 

The Cabinet— 
(1) Invited the Committee on The Queen's	 Speeches to prepare, 

in the light of their discussion, a revised draft of The 
Queen's Speech on the Opening of Parliament. 

(2) Agreed to consider the revised draft at a subsequent meeting. 

Cabinet Office, S.W. 1, 
22nd	 October, 1957. 
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The Queen's
Visit to North
America.

Washington 
Talks. 
(Previous 
Reference : 
C C . (57) 74th 
Conclusions, 
Minute 2.) 

 1. The Prime Minister said that, while he had been in 
 Washington and Ottawa, he had been deeply impressed by the 

 enthusiasm which had been evoked by the visit of The Queen and 
the Duke of Edinburgh to Canada and the United States. The 
success of this visit and the memories which it bad left in these two 
great countries had made an invaluable contribution to the continuing 
close fellowship between this country and the North American 
peoples. 

2. The Prime Minister made a report to the Cabinet on the 
discussions which he and the Foreign Secretary had held in 
Washington and Ottawa from 23rd to 26th October. 

The Prime Minister said that the results of their discussions with 
President Eisenhower and Mr. Dulles had been set forth in the 
" declaration of common purpose " which had been issued at the end 
of that meeting. This was, in effect, a declaration of inter-dependence. 
The Government and people of the United States had been greatly 
impressed by recent Soviet successes and above all by the spectacular 
evidence, in their launching of an earth satellite, of Soviet achievements 
in science and technology. They now recognised that no single 
country, however powerful, could alone withstand the Soviet threat 
and that all the resources of the free world must now be marshalled to 
meet it. The prevailing mood in Washington had therefore been 
favourable to proposals for closer Anglo-American co-operation, and 
the following understandings had been reached. 

First, it had been agreed that the two Governments would in 
future take steps to concert a common policy for countering Soviet 
encroachment, not only by military preparations but also by political, 
economic and propaganda measures. This co-operation would be 
presented as a means, not of establishing an Anglo-American 
hegemony, but of deploying the resources of the two countries more 
effectively in the service of the free world. They would therefore 
seek to apply their common policies through the existing alliances 
and associations of the free world or, where appropriate, in concert 
with individual friendly Governments. 

Secondly, the United States Government had agreed to adopt 
and apply the principle of pooling resources in the development and 
production of new weapons. Means of applying this principle in 
practice would be studied in the first instance between the two 
Governments; but it was contemplated that the scope of this 
co-operation should later be widened to include other allied countries 
which were in a position to make a significant contribution to the 
common effort. 

Thirdly, in pursuance of this policy, President Eisenhower had 
undertaken to ask Congress so to amend the Atomic Energy Act as 
to allow of greater co-operation in that field with the United Kingdom 
and other friendly countries. 

Fourthly, it had been agreed that the United States and the 
United Kingdom should regard their possession of nuclear weapons 
as a trust for the defence of the free world, and should jointly seek 
means of reassuring the world that they would be used, and would 
only be used, for that purpose. 

These understandings represented substantial and valuable 
concessions on the part of the United States Government. In return 
we had been asked to do no more than give a private undertaking 
that, while the present Government was in office, the United Kingdom 
would not, without the agreement of the United States, press for a 
change in the representation of China in the United Nations. And 
the United States Government had agreed to make a joint study with 
us of the threat to Hong Kong and the steps which might be taken 
to meet it. 

5 2 5 5 0 - 9 B 2 



East-West 
Trade. 
(Previous 
Reference: 
C C . (57) 72nd 
Conclusions, 
Minute 4.) 

The Queen's 
Speeches. 
Prorogation and 
Opening of 
Parliament. 
(Previous 
Reference : 
C C . (57) 75th 
Conclusions, 
Minutes 2 
and 8.) 

Federation of 
Rhodesia and 
Nyasaland. 
(Previous 
Reference: , 
C M : (56) 47th 
Conclusions, 
Minute 9.) 

The Prime Minister said that, during their brief visit to Ottawa, 
he and the Foreign Secretary had been able to give the Canadian 
Government a first-hand account of the discussions in Washington. 
The Prime Minister of Canada and his colleagues had warmly 
welcomed the results which had been achieved. 

The Foreign Secretary said that, largely as a result of the personal 
friendship between the Prime Minister and President Eisenhower, we 
had now succeeded in regaining the special relationship with the 
United States which we had formerly enjoyed. It would, however, 
be important to ensure that the goodwill and understanding which 
had been established between the heads of the two Governments was 
given effective expression at the lower levels of administration in both 
countries. It would also be important that, in return for the greater 
measure of collaboration which the Americans were now prepared to 
contemplate in respect of weapons research and development, We 
should ourselves be ready to consider concessions in certain cases, 
such as civil aviation policy, where the United States regarded us as 
being too actively concerned to further our own interests at the 
expense of theirs. It might also be desirable to reconsider the 
question of voyage licensing and bunkering in connection with the 
strategic controls over trade with China. 

The Home Secretary expressed, on behalf of the Cabinet, their 
warm appreciation of the results achieved by the visit of the Prime 
Minister and the Foreign Secretary to Washington. 

3. The Foreign Secretary said that while he was in Washington 
he had taken the opportunity to explain to the United States 
Government the nature of our objections to the total embargo which 
they had proposed on the export of copper to the Soviet Union. 
The United States Government had been impressed by the argument 
that an expansion of civilian consumption in the Soviet Union might 
in the long run have the effect of reducing its military strength; and 
they had agreed that the two Governments should undertake a joint 
review of the criteria governing the restrictions on East-West trade. 

The Cabinet— 
Took note, with approval, of this statement by the Foreign 
Secretary. 

4. The Cabinet had before them notes by the Home Secretary 
(C. (57) 250 and 249) covering revised drafts of The Queen's Speeches 
on the Prorogation and the Opening of Parliament. 

In discussion it was agreed that reference to the Prime Ministers 
visit to Washington and Ottawa would be more appropriately inserted 
in the Speech on the Opening of Parliament. Various other textual 
amendments of this Speech were also discussed and agreed. 

The Cabinet— 
Took note that the Prime Minister would submit the final 
drafts of The QueenS Speeches on the Prorogation and the 
Opening of Parliament for Her Majesty's approval. 

5. The Cabinet bad before them a memorandum by the 
Commonwealth Secretary (C. (57) 248) on constitutional changes in 
the Federation of Rhodesia and Nyasaland. 

The Commonwealth Secretary said that, in order to enlarge the 
Federal House, the Federal Government had passed a Rill amending 
the 1953 Constitution and proposed to introduce a Franchise Bill to 



Interception of
tioZmUmCa'

regulate the election of the enlarged House. The 1953 Constitution 
provided that a Bill amending the Constitution must be reserved for 
assent in the United Kingdom and that a standing committee of the 
Federal Assembly (the African Affairs Board) should be entitled to 
draw attention to any Bill which, in their opinion, was a 
" differentiating m e a s u r e " in that it subjected Africans to 
disadvantageous conditions, restrictions or disabilities to which 
Europeans were not also made liable. If the African Affairs Board 
asked for a constitutional Bill to be reserved it could only be assented 
to by Order in Council which was required to lie before both Houses 
of Parliament at Westminster for forty days. 

During the debate on the Constitution Amendment Bill the 
Federal Government had also disclosed their proposals for modifying 
the franchise. Under these proposals there would, for the time being, 
be only a very small fraction of qualified Africans on the ordinary 
electoral roll and, in the case of the eight constituencies which would 
be represented by elected African members, there would initially be 
a European majority in the aggregate vote. The African Affairs 
Board had purported to find in these facts a cause of objection to 
the Constitution Amendment Bill, on the ground that it would make 
possible a franchise system which would 4 differentiate between 
Africans and Europeans to the disadvantage of the former. 

The Commonwealth Secretary said that during his recent visit 
to the Federation he had discussed this issue at length with 
representatives of all shades of local opinion and had, in particular, 
questioned the Federal Government closely about the possibility of 
adopting more liberal franchise arrangements. As a result he was 
satisfied that the Constitution Amendment Bill represented a 
substantial advance on present practice and that the United Kingdom 
Government could properly advise that it should receive the Royal 
Assent. This course would undoubtedly provoke controversy both 
in the Federation and in this country. But it would be preferable 
to the alternative of compelling the Federal Government to abandon 
both their Bills. In that event the Prime Minister of the Federation 
was likely to go to the country on a less liberal franchise, on the 
achievement of Dominion status in 1960, and on general opposition 
to British interference in the affairs of the Federation. There was 
little room for doubt that he would be returned by a large majority, 
and the hardening of the European attitude towards the African 
would inevitably provoke fresh racial discord. 

The Cabinet were informed that the Colonial Secretary 
supported the course proposed by the Commonwealth Secretary. 
Discussion showed that there was general agreement in the Cabinet 
that this course should be followed. 

The Cabinet— 
Agreed that a draft Order in Council, assenting to the 
Constitution Amendment Bill, should be laid forthwith 
before Parliament; and that Government spokesmen should 
be prepared to maintain in debate that the modifications of 
the franchise proposed by the Government of the Federation 
represented a liberal and substantial improvement of the 
existing arrangements. 

 6. The Cabinet had before them a memorandum by the Home 
S e c r e t a r  2 4 6y  ( c - ( 5 y ) ) covering the report of the Committee of 
Privy Councillors who had enquired into the interception of 
communications. 



The Committee had noted that the authority for the interception 
of postal packets and telegrams derived from a practice of very long 
standing, and they had expressed the view that this authority must 
be regarded as wide enough to cover telephone communications also. 
They had satisfied themselves that the power was exercised in a 
scrupulous and conscientious manner and that telephone 
communications were intercepted only where there was good reason 
to believe that a serious offence or security interest was involved. 
The Committee had recommended, subject to certain reservations 
by Mr. P. C. Gordon-Walker, M.P., that the power of interception 
should continue to be used for the purposes for which it was used at 
present, subject to certain additional safeguards. 

The Cabinet— 
Took note that the Prime Minister would arrange for the 
report of the Committee of Privy Councillors on the 
interception of communications to be published as a White 
Paper on 31st October and would announce that the 
Government accepted the conclusions and recommendations 
of the report. 

Parliament. 7. The Home Secretary said that the Opposition Leaders had 
Procedure. expressed a desire that on the reassembly of Parliament formal 

tributes should be paid in the House of Commons to the late 
Mr. R. R. Stokes, M.P. Mr. Stokes had been a popular and respected 
Member of the House of Commons ; but formal tributes had hitherto 
been confined to Members who had attained the highest eminence, 
as Leaders of a Government or Opposition or by the length of their 
service in the House. The suggestion made by the Opposition 
Leaders would therefore involve a significant extension of past 
practice. The alternative would be for the Prime Minister and the 
Leader of the Opposition to refer to Mr. Stokes in the course of 
their speeches in the forthcoming Debate on the Address. 

Discussion showed that the Cabinet favoured the alternative 
course suggested by the Home Secretary. 

Cabinet Office, S.W.1, 
29th October, 1957. 
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Parliament 1. The Cabinet were informed that the business of the House 
of Commons in the first week of the new session would be devoted 
to the Debate on the Address, which would be continued into the 
second week. 

Wages Policy. 
(Previous 
Reference : 
C C  . (57) 74th 
Conclusions, 
Minute 3.) 

Administrati ve 
Tribunals. 
(Previous 
Reference: 
C C . (57) 51st 
Conclusions, 
Minute 3.) 

2. The Cabinet had a general discussion on wages policy, with 
particular reference to the machinery for settling wage disputes. It 
was emphasised that arbitration was commonly regarded as a means 
of obtaining a settlement in a contest between management and 
labour in the industry concerned without reference to the economic 
interests of the community as a whole. But in present inflationary 
circumstances the cost of such settlements was defrayed, not by either 
of the parties to the arbitration, but by the consumer, in the form of 
higher prices which gave renewed stimulus to the inflationary 
pressure. The interest of the consumer was normally neither 
represented at an arbitration nor taken into account in the settlement. 
If the Governmenfs disinflationary policies were to succeed, it was 
important that arbitration tribunals should give due weight to the 
national interest as well as to the sectional interests of the parties 
to the dispute, and that public opinion should comprehend that 
the financing of wage increases by means of rising prices or deficits 
made good by the Exchequer was to the ultimate advantage of no 
section of the community. If tribunals could not be induced 
themselves to develop the practice of taking the public interest into 
account, it might eventually prove necessary to provide for the direct 
representation of the interest of the consumer at arbitration hearings. 
Such a course would present considerable difficulty; but it was 
desirable, in order that the possibility might be further examined, 
that the Cabinet should be informed in more detail of the present 
arrangements for settling wages by arbitration or conciliation. 

The Cabinet— 
Invited the Minister of Labour to circulate a memorandum 
reviewing, in terms of constitution, functions and terms of 
reference, the existing machinery for settling wage disputes. 

3. The Cabinet had before them two memoranda by the Lord 
Chancellor (C. (57) 251 and 254) reviewing the recommendations 
of the Committee on Administrative Tribunals and Enquiries—the 
" Franks Committee "—and recommending the line which should be 
taken in the forthcoming Parliamentary debate on the report of that 
Committee. 

The Lord Chancellor said that the Committee of Ministers who 
had examined the recommendations of the Franks Committee had 
given due weight to the primary considerations that, whatever 
changes in procedure were adopted, the Government must continue 
to be able to discharge their responsibilities effectively, that excessive 
delay in settling cases should be avoided, and that a just balance 
should be established between the respective interests of the citizen 
and the community. Nevertheless, the Committee had found no 
difficulty in endorsing, without major qualification, some three
quarters of the recommendations in the report, including those 
principal recommendations which proposed the establishment of 
advisory Councils to supervise the activities and procedures of 
tribunals, and other recommendations which prescribed the principles 
which should govern the procedure to be followed both before 
tribunals and in enquiries. It was proposed that only four of the 
ninety-five recommendations in the report should be rejected. The 
recommendation that legal aid should be provided for appearances 
before tribunals could not be accepted, and the recommendation that 



costs should be awarded more generously presented considerable 
difficulty. This matter would need to be referred to the Council on 
Tribunals. The proposal that Ministers should be under an 
obligation to provide a statement of policy related to each case 
coming to a hearing was unacceptable as it stood. The 
recommendation which was addressed to the procedures to be 
employed by the Service Departments in acquiring land was also 
unacceptable; but it had been possible to devise a compromise 
proposal which was in general conformity with the principles 
enunciated in the report. 

The Minister of Housing said that, while it would be 
impracticable to provide, as the report recommended, a statement 
of Ministerial policy related to each case coming to enquiry, he 
intended to take steps to make more generally known the policies 
which he was pursuing in particular matters. Although the 
recommendation that an appeal should be provided against the 
decision of Rent Tribunals was acceptable in principle, there would 
be no advantage in undertaking to give early effect to this 
recommendation since it should be possible to discontinue these 
tribunals during 1959. If this proved impracticable, consideration 
would be given to transferring their jurisdiction to the County Courts. 
Finally, certain individual points in the summary of conclusions 
annexed to C. (57) 254 would need more detailed consideration before 
the Governmenfs policy could be publicly announced. 

In further discussion the following points were made : — 
(a) It was agreed that the proposal that Ministers should 

delegate their powers of adjudication in minor cases should be 
rejected as inconsistent with the proper discharge of Ministerial 
responsibility. 

(b) In regard to the acquisition of land by the Service 
Departments, the Franks Committee had been anachronistic in 
attempting to base their proposals on a distinction between peacetime 
conditions and an approaching emergency. It was proposed, as an 
alternative course, that the individual owner or occupier should be 
provided with a statutory right of objection and a right to a private 
hearing conducted by an independent person appointed by the Lord 
Chancellor, or, in Scotland, by the Secretary of State. This proposal 
was acceptable to the Service Departments. 

(c) No undertaking should be given in debate that the award of 
costs would be considered sympathetically in certain types of case. 

(d) It could be stated that the recommendations in the report 
relating to the functions of the County Agricultural Executive 
Committees and the jurisdiction of agricultural tribunals were 
acceptable in principle, despite the fact that the prospective legislation 
to amend the Agriculture Acts would make it unnecessary to give 
direct effect to some of these recommendations. 

(e) A decision not to appoint a separate Council on Tribunals 
for Scotland could be justified on the grounds that the majority of 
tribunals were common to Great Britain as a whole and that it was 
desirable to avoid either the risk of divergent practices or the need 
for joint sittings of two Councils. Within the single Council 
exclusively Scottish matters could be entrusted to a panel of Scottish 
members. 

(/) A considerable proport ion of the acceptable recommenda
tions in the report could be put into effect by administrative action. 
For the rest, Parliament should be informed that consideration was 
being given to the introduction of legislation in due course. The 
Government should remain uncommitted, however, on the timing of 
this legislation since, apart from the Bill which would be required 
to provide for the establishment of a Council on Tribunals, it was 
unlikely that time would be found in the forthcoming session for 
further legislation concerned exclusively with the recommendations 
of the Franks Committee. 
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(g) The implementation of these proposals would make it more 
difficult to give effect to the Governmenfs policy of progressively 
reducing the numbers of Government staffs. 

(h) Parliament should be informed that the question of 
compensation, on which the Franks Committee h a d commented, was 
under consideration but that immediate action on this complex 
matter could not be expected. 

The Cabinet— 
(1) Endorsed, subject to any necessary re-examination of points 

of detail, the conclusions in C. (57) 25.1 and 254 on the 
recommendations of the Committee on Administrative 
Tribunals and Enquiries. 

(2) Invited the Home Secretary	 and the Attorney-General to be 
guided in the forthcoming Parliamentary debate by the 
conclusions set out in these memoranda and by the points 
made in the Cabinet's discussion. 

4. The Cabinet had before them a memorandum by the 
Minister of Power (C. (57) 252) about the Britannia aircraft. 

The Minister of Power said that he was in a position to submit 
an interim report from the Committee which the Cabinet had 
constituted under his chairmanship to examine what further steps 
could be taken to ensure the satisfactory development of the 
Britannia aircraft. If a solution of the icing problems could be found 
only in a major re-design of the air intake of the engine, it would be 
some time before the future of the aircraft could be predicted with 
any certainty. Recently, however, an alternative approach to the 
problem had been adopted, and there was good reason to hope that 
flight trials, to be held in the near future, would establish, by about 
the middle of December, that the technical problems could be 
overcome more rapidly than had originally been feared. In the light 
of this possibility, it would be reasonable that both the Government 
and the British Overseas Airways Corporation (B.O.A.C.) should 
take steps to relieve the immediate financial embarrassment of the 
Bristol Aeroplane Company. It was therefore proposed that certain 
payments by the Government to the Company should be accelerated, 
that the levy payments owed by the Company to the Government 
in respect of the Governmenfs expenditure on the development of 
the Britannia aircraft should be deferred, and that the Government 
should meet the cost of testing the new air-intake system which was 
expected to solve the icing problems in the near future. The 
Chairman of B.O.A.C., for his part , had agreed to recommend to his 
Board that, pending the results of these tests, the Corporation should 
continue to accept further deliveries of Britannia aircraft up to the 
end of the year and that, without prejudice to subsequent claims 
on both sides, they should make certain payments on account to the 
Company in respect of former flying trials and of certain sums 
previously withheld. These arrangements should enable the 
Company to confine their overdraft within the limit specified by 
their bankers until the results of the tests of the new air-intake system 
were known. It would then be necessary for the Government to 
review the situation afresh in the light of these results and to decide 
what further action might be necessary. The Committee of Ministers 
which had been dealing with this question should therefore remain 
in being, in order to keep the situation under review and to report 
again to the Cabinet as necessary. 

In discussion there was general agreement with this course of 
action. 

The Cabinet— 
Approved the proposals in C. (57) 252. 



Nuclear Power. 5. The Cabinet had before them a memorandum by the 
I.B.R.D. Loan. Chancellor of the Exchequer (C. (57) 253) about the possibility of 
(Previous contracting a loan from the International Bank for Reconstruction 
Reference: d Development (I.B.R.D.) to assist in financing the United a n  

Conclusions7111 k ingdom nuclear power programme. 
Minute 4.) The Chancellor of the Exchequer said that he had ascertained 

that the I.B.R.D. would be willing to make a loan of $50 millions 
for local currency expenditure incurred in connection with the 
nuclear power programme, provided that this loan was matched 
by a market issue of the same order in New York. It might also 
be possible to arrange for similar loans in succeeding years, varying 
in amount according to the circumstances of the time. In the light 
of our liabilities in respect of external debt service over the years 
immediately ahead, we should not neglect any opportunity to 
increase our reserves; and a loan on the terms which the I.B.R.D. 
were prepared to contemplate would represent a valuable 
reinforcement of our capital resources. 

The Minister of Power said that there could be no guarantee 
that the initial loan would be followed by similar loans in subsequent 
years; and it would be unwise, for the sake of an initial loan of only 
$100 millions, to acquiesce in an arrangement which would be liable 
to be interpreted as implying that we were surrendering our 
advantage over the United States in terms of civil nuclear power 
development and would aggravate the public disquiet, which was 
already evident, about the possible effects on our nuclear power 
programme of the recent economies in public investment. The loan 
would not satisfy the normal criterion that borrowing from abroad 
should increase our productive resources by meeting the foreign 
exchange content of an investment programme or financing the 
supply of technical information which we could not otherwise 
command. We did not need to obtain from the United States either 
equipment or technical information for our nuclear power 
programme; and the proposed loan would therefore imply that, in 
order to increase our liquid reserves, we were prepared to pledge a 
national asset which was of unique value from the point of view of 
British prestige abroad. 

In discussion it was agreed that a loan of the kind now 
contemplated would provoke a critical reaction from public opinion 
in this country, particularly in so far as it comprised a market issue 
in New York. On the other hand the reinforcement of our reserves 
was now one of the foremost objectives of the Governmenfs 
economic policy and constituted the criterion by which financial 
opinion abroad would judge whether that policy was likely to succeed 
in maintaining the value of sterling. It would be unwise to shrink 
from the decisions which this policy required merely because they 
would evoke some public criticism. Moreover, the new conception 
of the inter-dependence of the United Kingdom and the United 
States, which had emerged from the recent discussions between the 
Prime Minister and President Eisenhower in Washington, should 
reduce to some extent the force of the objections which might 
otherwise have been urged against the proposal. 

The Prime Minister, summing up the discussion, said that, while 
it was not inappropriate that a Government should seek to strengthen 
its reserves by borrowing from abroad oh its own general credit, it 
was more objectionable that it should attempt to do so on the 
security of specific assets of national value. While the case for 
contracting a dollar loan was, in principle, a strong one, the 
arrangement could be contemplated only if certain conditions were 
fulfilled. In particular, the loan should be essentially a transaction 
between the public undertaking concerned and the lenders, of whom 
the Bank should be the major partner and the market issue should 
contribute as small an element as possible. Moreover, it should 
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take the form primarily of a bond issue and should comprise the 
minimum of equity participation which might diminish our own 
control over our nuclear power programme. The possibility of a 
revised arrangement of this kind should be explored further with the 
I.B.R.D.; and the Cabinet should also be informed whether fresh 
legislation would be needed to empower the Central Electricity 
Authority to contract a loan of this kind. 

The C a b i n e t -
Invited the Chancellor of the Exchequer to examine the 
possibility of revising, on the lines indicated by the Prime 
Minister, the terms on which a loan might be obtained 
from the International Bank for Reconstruction and 
Development for the United Kingdom nuclear power 
programme. 

6. The Minister of Transport said that, after further reflection 
on the scheme for major road improvements in the neighbourhood 
of Hyde Park, he was satisfied that a solution of the traffic congestion 
in this area of London would become impossible unless the proposed 
works were put in hand as rapidly as possible. The scheme, which 
the Cabinet had already endorsed in principle, had been approved 
by the Road Research Laboratory; and it should be possible to 
overcome most of the objections which the Royal Fine Arts 
Commission had raised on grounds of amenity. 

The Chancellor of the Exchequer said that the original estimate 
of £1? millions for the completion of this scheme had now risen to 
some £4-5 millions. It was for consideration whether our present 
economic circumstances constituted an opportune moment for 
embarking on a project of this magnitude. It was also open to 
question whether the Government^ reputation with the general 
public would benefit from the dislocation of traffic which would 
undoubtedly characterise the first year or two of the work before 
the scheme could yield any tangible advantages. 

In discussion it was agreed that, in view of the rate at which the 
traffic in the Hyde Park area was likely to increase, the balance of 
advantage lay in proceeding with the proposed scheme with the 
minimum of delay and that the general public would be less critical 
of the temporary dislocation of traffic if they had reason to hope that 
a significant relief of the general congestion in this area was in 
prospect. 

The Cabinet— 
Agreed that the scheme for major road improvements to 
relieve traffic congestion in the neighbourhood of Hyde Park 
should proceed and that the necessary legislation should 
be introduced in the forthcoming session. 

 7. The Cabinet resumed their consideration of the proposals 
 in c . (57) 240 for the amendment of the Agriculture Acts and the 

 Agricultural Holdings Acts. 
The Minister of Agriculture said that the balance of argument 

 clearly in favour of proceeding with legislation for this purpose. 
 Despite the preference which the farmers' organisations had 

expressed for the continuance of the present arrangements, it would 
be impracticable to refrain from giving effect to the recommendations 
of the Franks Committee on the functions of the County Agricultural 
Executive Committees and the jurisdiction of agricultural tribunals. 
Such action would, in any event, entail substantial amendment of 

w a s



Part II of the Agriculture Act, 1947. Moreover, the County 
Committees were averse from undertaking the responsibility, which 
would then devolve on them, of conducting the prosecution of 
farmers before an independent tribunal, and Government supporters 
would prefer that the disciplinary powers should be repealed outright. 
As regards security of tenure, it would be wise to take advantage 
of the unexpected measure of agreement between farmers and land
owners which it had been possible to promote, particularly since the 
proposed legislation would make only a relatively slight readjustment 
as between landlord and tenant. As regards rents, no valid objection 
could be raised against the proposal that they should be assessed 
on the basis of open market values. In that event agricultural rents 
might rise from an average of 50 per cent, above pre-war levels to 
an average of possibly 150 per cent, in excess of those levels, as 
compared with a general rise in agricultural costs of some 300 per 
cent. The proposals concerning security of tenure and rents would 
excite little controversy between the agricultural interests directly 
affected. It had long been recognised that some adjustment of the 
agriculture legislation of 1947-^49 was overdue, and the amendments 
which he contemplated would be welcomed by Government 
supporters. 

Discussion showed that the Cabinet were in general agreement 
that it was both desirable and practicable to proceed with the 
comprehensive legislation proposed. Greater freedom for the 
landowner as regards security of tenure and the level of rents could 
be expected to promote the efficiency of farming to an extent which 
would outweigh the additional cost which would fall upon the 
Exchequer as a result of the fact that increased rents would, in 
certain cases, qualify for recovery in the annual review of farm 
prices. Provided that the criterion of open market value was 
interpreted with reasonable discretion, there was not likely to be 
any considerable opposition by the interests primarily affected to the 
Governmenfs proposals on agricultural rents. 

While the proposal to amend the existing law governing the 
succession to, and bequest of, agricultural tenancies in Scotland 
would be energetically resisted by Scottish farmers, the Governmenfs 
Scottish supporters would be no less critical if the opportunity was 
not taken to remove the anomaly which the Agricultural Holdings 
Act had inadvertently introduced into the law in this matter. 

The Cabinet— 
Authorised the Secretary of State for Scotland and the 
Minister of Agriculture to prepare legislation, for 
introduction in the forthcoming session, to give effect to the 
proposals in C. (57) 240. 

Cabinet Office, S.W.1, 
31st October, 1957. 
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Malta. 1. The Prime Minister said that he was concerned at the course 
(Previous of the current discussions on future relations between this country 
Reference: and Malta. The Prime Minister of Malta, Mr. Mintoff, had now put C.C. (57) 55th forward further financial demands; and, in addition, there were new Conclusions, 
Minute 3.) 	 aspects of the proposal for political integration which seemed likely 

to give rise to serious difficulty. It was possible that Mr. Mintoff 
might be seeking a pretext for breaking off the negotiations. If so, 
it was desirable that our position should be stated to him in terms 
which would command the approval of Government supporters in 
this country. The Prime Minister therefore proposed to prepare, in 
consultation with the Colonial Secretary, a written statement of the 
position of the United Kingdom Government on the points recently 
raised in these discussions. This could be incorporated in a letter 
which he would send to Mr. Mintoff. 

The Cabinet— 
Took note with approval of this statement by the Prime 
Minister. 

Pensions. 2. The Prime Minister recalled that on 22nd October the 
(Previous Cabinet had held a preliminary discussion of the various proposals 
Reference:  f  further Government action in relation to pensions and had o r

Conclusions	 agreed to resume their discussion at a subsequent meeting. On 
Minute 5  ) ' reflection he had come to the conclusion that, before the Cabinet's 

discussion was resumed, further work should be done by officials on 
two of the main alternative courses outlined in C. (57) 211. First, 
he thought that the Ministry of Pensions and National Insurance 
should study in detail the practical and administrative difficulties of 
operating a scheme of compulsory supplementation, with special 
reference to the difficulties of " contracting-out." Secondly, he 
suggested that the Treasury should continue their study of a State 
scheme of graduated contributions and benefits and should, in 
particular, consider the possibility of enlarging the concept of 
graduated contributions as a means of financing social services. 
When these studies had been completed a further memorandum 
could be prepared as a basis for the Cabinefs resumed discussion of 
this question. 

The Cabinet— 
Instructed the Secretary of the Cabinet to arrange for 
officials to carry out further studies of this problem on the 
lines indicated by the Prime Minister. 

Egypt- 3. The Cabinet were informed that financial discussions with 
(Previous representatives of the Egyptian Government had now been resumed 
P  p e r ??7f no j  i n Rome. These discussion were exploratory in character. The 
Conclusions D a s  i s on which the Treasury representative was proposing to proceed 

w a s s e t o u tMinute 1.) '  in paragraph 4 of Rome telegram No. 695. It should 
however be understood that he would not at this stage seek to commit 
Her Majesty's Government to any final agreement; and that, in 
particular, he would not be authorised to conclude even a provisional 
arrangement on the basis indicated in paragraph 4 (e) of that 
telegram, viz., releasing some part of Egypt's blocked sterling 
balances against the deposit of a corresponding sum by Egypt with 
some neutral international body. 

The Cabinet— 
Noted the basis on which financial discussions were being 
conducted in Rome with representatives of the Egyptian 
Government. 
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4. The Prime Minister recalled that the Atomic Energy 
Authority had appointed a Committee, under the chairmanship of 
Sir William Penney, to investigate thecause of the. accident which had 
occurred on 10th October at the plutonium plant at Windscale. The 
report of this enquiry had now been submitted. It was a highly
technical document dealing, with the design and operation of a 
defence installation, and it was written in language which 
presupposed considerable knowledge of the technology of this 
particular plant. The Prime Minister said that, after a careful study of 
the report, he had come to the conclusion that it would not be in the 
public interest to publish it. It had, however, disclosed some defects 
of organisation and some shortcomings, in the technical procedures 
for carrying out the particular operation! which was in progress when 
the accident occurred: He had therefore decided that these matters, 
together with the general arrangements for safeguarding health and 
safety, should be the subject of a further enquiry to be carried out 
under the chairmanship of Sir Alexander Fleck, the Chairman of the 
Imperial Chemical Industries, Limited. Sir Alexander Fleck had 
agreed to undertake this task, and his report would be prepared in 
a form suitable for publication. 

The Prime Minister said that he proposed to present to 
Parliament on 8th November a White Paper which would contain 
a summary of Sir William Penney 's findings on the cause of the 
accident, the report of the , Medical Research Council on the 
precautions taken to safeguard health and safety, and a report by 
the Atomic Energy Authority indicating in general terms the nature 
of the deficiencies disclosed by the accident and recommending that 
a review should now be made of organisation and procedures with a 
view to reducing the risk of any similar accident in the future. It 
would be stated in the White Paper that Sir Alexander Fleck had 
agreed to undertake this review.. 

In discussion there ' was general agreement with the course 
which the Prime Minister proposed to take. It was stated, in reply 
to questions, that the White Paper would include a detailed 
explanation of the reasons why it was improbable that an accident 
of this type could occur at Calder Hall or at any of the reactors to be 
erected under the programme for the production of nuclear energy 
for civil purposes. 

The Cabinet— 
Took note that the Prime Minister would present to 
Parliament on 8th November a White Paper on the causes 
of the recent accident at the plutonium plant at Windscale. 

5. The Prime Minister said that his statement on the 
Governments attitude towards wage claims, which he had made in 
the debate in the House of Commons on the previous day, had 
provoked relatively little controversy in the House and seemed on the 
whole to have been well received by the Press. While he was 
convinced that the Government should adhere firmly to their policy 
in practice, he doubted whether they would gain by prolonging public 
debate on it. In the event their policy would be judged by its results; 
and further political controversy at this stage was unlikely to bring 
any advantage. He proposed that a short statement should be 
prepared defining the main elements in the Governmenfs attitude; 
and that this should be made available for use by Ministers and other 
Government speakers for the purpose, not of prolonging debate on 
this question, but of ensuring that consistent answers were given to 
the questions which were still likely to be raised. 



54 0 


Atomic Energy. 
(Previous 
Reference : 
C C  . (57) 77th. 
Conclusions, 
Minute 5.) 
Accident at 
Windscale 
Plant. 

Wages Policy, 
(Previous 
Reference: 
C C . (57) 77th 
Conclusions;, 
Minute 2.) 

4. The Prime Minister recalled that the Atomic Energy 
Authority had appointed a Committee, under the chairmanship of 
Sir William Penney, to investigate thecause of the. accident which bad 
occurred on 10th October at the plutonium plant at Windscale. The 
report of this enquiry had now been submitted. It was a highly
technical document dealing, with the design and operation of a 
defence installation/ and it was written in language which 
presupposed considerable knowledge of the technology of this 
particular plant. The Prime Minister said that, after a careful study of 
the report, he had come to the conclusion that it would not be in the 
public interest to publish it. It had, however, disclosed some defects 
of organisation and some shortcomings, in the technical procedures 
for carrying out the particular operation which was in progress when 
the accident occurred: He had therefore decided that these matters, 
together with the general arrangements for safeguarding health and 
safety, should be the subject'of a further enquiry to be carried out 
under the chairmanship of Sir Alexander Fleck, the Chairman of the 
Imperial Chemical Industries, Limited. Sir Alexander Fleck had 
agreed to undertake this task, and his report would be prepared in 
a form suitable for publication. 

The Prime Minister said that he proposed to present to 
Parliament on 8th November a White Paper which would contain 
a summary of Sir William Penney's findings on the cause of the 
accident, the report of the , Medical Research Council on the 
precautions taken to safeguard health and safety, and a report by 
the Atomic Energy Authority indicating in general terms the nature 
of the deficiencies disclosed by the accident and recommending that 
a review should now be made of organisation and procedures with a 
view to reducing the risk of any similar accident in the future. It 
would be stated in the White Paper that Sir Alexander Fleck had 
agreed to undertake this review.. ; 

In discussion there - was general agreement with the course 
which the Prime Minister proposed to take. It was stated, in reply 
to questions, that the White Paper would include a detailed 
explanation of the reasons why it was improbable that an accident 
of this type could occur at Calder Hall or a t any of the reactors to be 
erected under the programme for the production of nuclear energy 
for civilpurposes. 

The Cabinet— 
Took note that the Prime Minister would present to 
Parliament on 8th November a White Paper on the causes 
of the recent accident at the plutonium plant at Windscale. 

5. The Prime Minister said that his statement on the 
Governmenfs attitude towards wage claims, which he had made in 
the debate in the House of Commons on the previous day, had 
provoked relatively little controversy in the House and seemed on the 
whole to have been well received by the Press. While he was 
convinced that the Government should adhere firmly to their policy 
in practice, he doubted whether they would gain by prolonging public 
debate on it. In the event their policy would be judged by its results; 
and further political controversy at this stage was unlikely to bring 
any advantage. He proposed that a short statement should be 
prepared defining the main elements in the Governmenfs atti tude; 
and that this should be made available for use by Ministers and other 
Government speakers for the purpose, no t of prolonging debate on 
this question, but of ensuring that consistent answers were given to 
the questions which were still likely to be raised. 
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C.C. 78 (57) 

The C a b i n e t -
Invited the Home Secretary, in consultation with the 
Chancellor of the Exchequer, the Minister of Labour, the 
Paymaster-General and other Ministers directly concerned, 
to prepare a draft statement of the Governmenfs attitude 
towards wage claims on the lines indicated by the Prime 
Minister. 

 6. The Cabinet discussed the arrangements for handling the 
remainder of the Debate on the Address in the House of Commons. 
They were also informed of the business to be taken in the House of 
Commons in the following week. 

7. The Foreign Secretary said that the Iraq Petroleum 
Company (I.P.C.) were proposing to extend the oil pipeline through 
Syria at a cost of some £15 millions. The Shell Company had 
asked whether Her Majesty's Government would wish them, in view 
of their interest in the I.P.C., to support this proposal. Since the 
project should benefit Iraq and should not prejudice the separate 
proposals for the construction of an alternative pipeline through 
Turkey, there was no reason why we should discourage the Shell 
Company from participating in it; and he proposed that they should 
be advised accordingly. 

The Cabinet— 
(1) Authorised	 the Foreign Secretary to inform the Shell 

Company that, so far as Her Majesty's Government were 
concerned, they were at liberty to support the proposal 
by the Iraq Petroleum Company for the extension of the 
oil pipeline through Syria. 

The Foreign Secretary said that it would shortly be necessary to 
decide what policy we should adopt during the forthcoming debate 
in the United Nations on the report of the Secretary-General 
proposing that the cost of clearing the Suez Canal should be 
recovered by means of a surcharge of 3 per cent, on Canal dues. 
We should need to discuss our tactics with the French Government 
and to ascertain whether the United States Government would see 
objection to our abstaining on the vote on this proposal. We should 
not, however, court the risk that our abstention might cause the 
Secretary-GeneraPs proposals to fail to receive the necessary majority 
vote and so revive pressure in the United Nations for the whole cost 
of clearance to be borne by the French Government and ourselves. 
On balance, therefore, it seemed probable that it would be to our 
advantage to vote in favour of the Secretary-Generafs proposals 
rather than to abstain. 

The Minister of Transport said that this course would be 
regarded by our own shipowners as a betrayal of their interests. 
They would be liable either to press for reimbursement of the 
proposed surcharge or to refuse to pay it. In the latter event, the 
Egyptians might seek to deny them the right of passage of the Canal, 
and a delicate situation would then arise. 

In discussion there was general agreement that it would, on 
balance, be to our advantage that the Secretary-GeneraPs proposals 
should be approved. Further thought should be given, however, to 
the best means of so presenting these proposals to our own shipowners 
that they would accept them with the minimum of complaint. 



The Cabinet— 
(2) Invited	 the Foreign Secretary, in consultation with the 

Minister of Transport , to give further consideration to the 
manner in which the United Kingdom attitude towards 
the proposals by the Secretary-General of the Utiited 
Nations for the recovery of the costs of the clearance of 
the Suez Canal might be framed in order to enlist, as far 
as possible, the support of United Kingdom shipowners 
for those proposals. 

Defence Policy. 8. The Cabinet had before them a memorandum by the 
(Previous Minister of Defence (C. (57) 257) on recruitment for the Armed 
Reference: F n r r e s 

^ 0 r C C SC C . (57) 54th -
Conclusions, The Minister of Defence said that, if the objective of all-regular 
Minute 3.) forces of 375,000 was to be achieved by 1962, the average entry of 
Recruitment for adult long-term recruits would need to be 27,000 a year u p to the 
the Armed j f 1952 and 22,500 a year thereafter. Since April this year the 

1 1  1 " annual rate of entry on long-service engagements for all three 
Services had been no more than 10,000. The latest figures had, 
however, been more encouraging. The number of recruits in 
September had been higher than in the corresponding period in 1956, 
and the provisional figures for October, following the abolition of 
the three-year Army engagement, suggested that the annual rate of 
long-term engagements might be doubled. But a total increase 
of about 50 per cent, in long-term entries would be required if 
all-regular forces of the planned size were to be achieved. The 
willingness of men and women to join the Services was influenced by 
a wide variety of factors and it was difficult to assess the relative 
weight to be attached to each of them in present conditions. With 
the agreement of the Service Ministers he had therefore decided 
to set up an independent committee under the chairmanship of 
Sir James Grigg to advise on the long-term measures needed to attract 
and retain sufficient men in the Forces. In the meantime, some 
interim action was needed to stimulate recruitment. He had therefore 
suggested that Service pay should be increased to restore the ratio 
to civilian wages established in February 1956 and that various 
disparities and anomalies in allowances should be removed. These 
measures would cost about £39 millions in 1958-59. In addition it 
would be important to show that the problem of providing better 
barracks and more married quarters was being tackled with 
determination. This would involve an annual expenditure of about 
£10-15 millions. He realised the difficulties of giving any pay increase 
to the Services at this juncture but he thought it would be impossible 
to achieve the objective of all-regular forces if Service pay was 
significantly lower than the average of civilian wages. 

e n c  Q 

The First Lord of the Admiralty said that more men were 
volunteering for service in the Navy than were required for the 
present planned total of 80,000 in 1962. The Navy would be able 
to recruit about 10,000 more volunteers than were at present wanted 
by that date. In his view the most important factor in recruitment 
was to establish clearly the future roles of the Services and to provide 
them with good equipment. The necessary volunteers would then 
be forthcoming. 

The Secretary of State for War said that the number of long
term recruits was at present about 1,200 a month, compared with the 
average of 1,850 a month required if the target figure of an all-regular 
force of 165,000 by 1962 was achieved. Delay in tackling the 
problem of closing this gap would make it more difficult to achieve 
the objective and might well increase the ultimate cost. An early 
announcement should be made of the Governmenfs intention to 



improve Service conditions. This might conveniently be done in the 
course of the debate on defence in the House of Commons on the 
following day. An increase in pay would have a significant effect, 
at least in the short term. If, however, any increase in pay had to 
be deferred in view of the general economic position of the country, 
it would be the more important to remove the anomalies and 
injustices in the system of allowances, particularly those for married 
men who could not be provided with married quarters. In the 
long term, improvements in accommodation would probably have 
the greatest effect in stimulating recruitment. Married quarters for 
the Army were at present inadequate, and most of the barracks were 
in a deplorable state. An early start should be made on a programme 
for improving these conditions. 

The Secretary of State for Air said that the recruitment of 
apprentices was satisfactory and there were adequate numbers of 
re-engagements by men already in the Royal Air Force. Initial 
entries on long-term engagements were, however, about 25 per cent, 
below the figure required to achieve the planned size of the Royal 
Air Force in 1962. Though in general accommodation in the 
Royal Air Force was better than in the Army, some improvements 
were needed; and, if the present gap in long-term recruitment was 
to be closed, measures on the lines proposed by the Minister of 
Defence were necessary. 

The Chancellor of the Exchequer said that he was doubtful 
whether all-regular forces of 375,000 could be achieved whatever 
increases in pay were given. If all-regular forces . could not be 
recruited, the alternatives would be. either to continue some form 
of conscription or to reduce the Services' commitments. On the pay 
proposals, he had been disturbed at the premature publication in 
the Press of details of the proposals prepared by the Services. He 
understood that an enquiry was being made into this. Even an 
interim pay increase for the Services would at this stage undermine 
the Governmenfs attempt to curb inflation. The most that should 
be announced publicly was that the question of any pay increases 
was being considered. Decision should be deferred at least until 
February, when the extent and effect of the current round of wage 
claims in industry could be assessed and any announcements about 
increases in pay could be related to the reshaping of the Services 
and their equipment in the light of the special studies which the 
Defence Committee had agreed should be undertaken. Some of 
the proposals for adjustments in allowances appeared to be no more 
than indirect pay increases. He could not agree to any increases in 
allowances until there had been further consideration of the need 
for them and the amounts involved, had been firmly established. 
H e agreed, however, that some provision should, be made for the 
improvement of barrack accommodation and the provision of 
married quarters, but this should be within the ceiling proposed 
for the Defence Budget. H e was also concerned about the proposal 
to set up an independent committee. H e would have thought that 
this proposal would have been brought to the Cabinet for approval 
in principle before the Government were committed to it. If such a 
committee were to be appointed it would be important to ensure 
that their terms of reference made it clear that they were not required 
to consider rates of pay nor, in particular, what rates of pay would 
be required to achieve all-regular forces of any given size. 

In further discussion the following points were m a d e : —' 
(a)'It would be incompatible with the objectives of recruiting 

all-regular forces to turn away volunteers for the Navy. Further 
consideration was already being given to the question of adjusting 
the role of the Navy in relation to the other two Services as part of 
the special studies initiated by the Defence Committee. 



(b) Fur ther consideration might be given to the possibility of 
obtaining recruits from oversea territories and particularly from the 
Colonies. In the past such recruitment had been limited by the 
ruling that units recruited overseas could only be used within the 
territory concerned. 

(c) There was general agreement that any interim pay increase 
for the Services should be deferred until the beginning of 1958, when 
full information about the Defence Estimates would be available. 
Doubts were expressed about the advisability of proceeding with the 
building programmes of the Services in view of the heavy cuts that 
had recently been made in civilian investment. On the other hand 
such a programme, particularly if it were within the agreed ceiling 
for the Defence Budget, could be justified as par t of the effort to 
reduce the present armed forces from a total of 750,000 to all-regular 
forces of about half that size. 

(d) It would not be possible at this stage to reverse the 
arrangements which had already been made to set up the 
independent committee under Sir James Grigg's chairmanship. The 
fact that such an independent enquiry had been made might be 
helpful to the Government, if it subsequently became apparent that 
some form of conscription had to be continued owing to a short-fall 
in volunteers. The terms of reference should, however, be discussed 
between the Minister of Defence and the Chancellor of the Exchequer 
and submitted to the Prime Minister for approval. 

The Prime Minister, summing up the discussion, said that the 
Government could not at this stage abandon the attempt to provide 
all-regular forces by 1962. I t might, however, be prudent to initiate 
discreetly a study of the action which could be taken if it subsequently 
became apparent that the planned size of the forces could not be 
achieved by voluntary recruitment. Any interim increase in Service 
pay and allowances should be deferred until the beginning of 1958, 
when it could be considered in the general context of the Defence 
Estimates. Meanwhile, further study should be given to the question 
of allowances, particularly those which could be regarded as par t 
of the arrangements for providing adequate accommodation for 
Service personnel. A programme for the improvement of barracks 
and married quarters should also be prepared. In the course of the 
defence debate on the following day it could be stated that the 
Government were studying the question of pay and allowances for 
the Services but that no decision had yet been reached, and that 
the Government proposed to go ahead with a steady programme for 
improving accommodation for the Services. Certain improvements 
in uniform and clothing were also being considered. A reference 
in general terms might also be made to the setting up of the 
committee under Sir James Grigg's chairmanship but the Minister 
of Defence should agree the terms of this reference with the 
Chancellor of the Exchequer. 

The Cabinet— 
(1) Agreed	 that the proposals for increasing Service pay and 

allowances should be considered further when the full 
Defence Estimates for 1958-59 were discussed. 

(2) Agreed in principle that a programme for improving barrack 
accommodation and married quarters for the Services 
should be prepared within the agreed Defence Budget 
and invited the Minister of Defence, in consultation with 
the Chancellor of the Exchequer and the Service 
Ministers, to arrange for such a detailed programme to 
be prepared. 

(3) Invited	 the Minister of Defence, in consultation with the 
Service Ministers, to take account of the points noted in 
paragraphs (a) and (b) above in their studies of the future 
defence programmes



(4) Invited the	 Minister of Defence, in consultation with the 
Chancellor of the Exchequer, to prepare terms of 
reference for the independent committee under Sir James 
Grigg's chairmanship and to submit them for the Prime 
Ministers approval 

Cyprus. 9. The Cabinet considered a memorandum by the Foreign 
(Previous Secretary and the Minister of State for Colonial Affairs (C. (57) 258) 
Reference: on a request that the Sub-Commission of the European Commission 

o nConclusions  H u m a n Rights should be granted facilities to visit Cyprus for 
t r i eMinute	 1.) '  purpose of investigating Greek allegations that the administration 
0 * t n eEuropean  I s i a n  d was being conducted in a manner which constituted a 

Commission on breach of the European Human Rights Convention. 
Human Rights. ^ Foreign Secretary said that it would be difficult for the 

investigators to refrain from concluding, in accordance with the 
terms of Article 15 of the Convention, that there was in Cyprus a 
state of emergency or public danger sufficient to justify the imposition 
of emergency measures. Investigation of the circumstances in which 
the curfew regulations were applied was unlikely to lead to any 
damaging disclosures. It would seriously prejudice the presentation 
of our case in the forthcoming debate on Cyprus in the Assembly 
of the United Nations if we refused to afford the facilities sought, 
and the Solicitor-General had advised that there were no adequate 
legal grounds for doing so. Therefore, despite the risks involved, 
he had come reluctantly to the conclusion that it would be expedient 
to accord these facilities. 

There was also a possibility that facilities might be sought at a 
later stage to investigate allegations of ill-treatment of persons in 
Cyprus. While we remained responsible for law and order in Cyprus, 
we could not allow these allegations to be the subject of an 
international investigation on the spot. This request, if it were made, 
must be firmly resisted. 

The Minister of State for Colonial Affairs said that the Colonial 
Secretary was in agreement with the views expressed by the Foreign 
Secretary. 

In discussion there was general agreement that, in a choice of 
evils, the course proposed by the Foreign Secretary should be 
adopted. It would be damaging to our interests in the United 
Nations if we now repudiated our obligations under this H u m a n 
Rights Convention. 

The Cabinet— 
(1) Endorsed the proposals in paragraphs 7 (v) and 10 of 

C. (57) 258. 

Tripartite The Foreign Secretary said that he proposed to inform 
Conference. jyf Spaak, the Secretary-General of the Nor th Atlantic Treaty 

Organisation, who was now in London, that we were still concerned 
that he should use his good offices to promote a tripartite conference 
on the future of Cyprus in the New Year. He would, however, 
attempt to discourage M. Spaak from continuing to pursue the 
proposal for an independent Cyprus as a possible basis of settlement. 
Our objective must remain to secure the deferment of a decision on 
the international status of Cyprus for a prescribed period of years. 
The concept of a condominium for Cyprus might provide the basis 
of a settlement for the intervening period; and consideration might 
be given to a proposal that Turkey as well as the United Kingdom 
should retain enclaves in Cyprus for defence purposes. 



International 
Labour 
Organisation. 
(Previous 
Reference: 
C C  . (57) 43rd 
Conclusions, 
Minute 6.) 

Cabinet
6th

The C a b i n e t 
(2) Authorised	 the Foreign Secretary to discuss with the 

Secretary-General of the North Atlantic Treaty 
Organisation, on the basis which he had outlined, the 
possibility of convening a tripartite conference on the 
future of Cyprus. 

10, The Cabinet had before them a memorandum by the 
Minister of Labour (C. (57) 259) on the considerations affecting the 
ratification of four Conventions adopted by the International Labour 
Conference. 

It was proposed to ratify Convention No . 105 concerning the 
abolition of forced labour, as the law and practice of the United 
Kingdom were already fully in accord with its requirements. It was 
not practicable to ratify Convention No . 104 concerning the abolition 
of penal sanctions for breaches of contract of employment by native 
workers in dependent territories; but it could be stated that the basic 
principles of Recommendation 100, concerning the protection of 
migrant workers in under-developed countries, were generally 
acceptable to the majority of the Governments of our non
metropolitan territories. Recommendation 102, concerning welfare 
facilities for workers, could be accepted with reservations. 

The Cabinet— 
Authorised the Minister of Labour to present a White Paper 
announcing the proposals outlined in C. (57) 259. 

Office, S.W.1, 
November, 1957. 
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Minute 3.) 

The Cabinet had before them a note by the Prime Minister 
(C. (57) 267) on the stage reached in the financial discussions with 
representatives of the Egyptian Government in Rome. Annexed to 
this was a draft of heads of agreement which might provide the basis 
for further negotiation. 

The Prime Minister said that it was for consideration whether it 
would be to our advantage to break off these negotiations or to 
continue them in the hope of achieving a settlement on the lines 
described in C. (57) 267 as a prelude to the resumption of more 
normal relations with Egypt. Under this settlement, which would be 
subject to subsequent approval by the two Governments, we should 
release £18 millions to the Egyptian Government while they would 
undertake to desequestrate the property which they had seized and 
to transfer to us an amount not less than £30 millions, to be applied 
to meet claims in respect of property which had been sequestrated or 
nationalised. 

In discussion it was suggested that a settlement of this kind 
would be represented by the Egyptian Government as a victory for 
themselves and might contribute to a further weakening of our 
position in the Middle East at a time when the renewal of Egyptian 
pressure against Jordan made it desirable that, our Arab friends 
should feel assured that they could rely on our effective support. O n 
the other hand, there was little possibility of our being able to over
throw, the present Egyptian Government by economic pressure, and 
our allies in the Middle East were prepared to agree, in principle, that 
we should resume commercial relations with Egypt provided that the 
terms of the settlement were more advantageous to ourselves than to 
the Egyptians. By excluding from the negotiations the question of 
compensation for the damage to Port Said (together with the question 
of compensation for damage to the Suez CanalBase), we had made it 
impossible for the Egyptian Government to claim that they had 
compelled us to pay compensation in respect of war damage, while 
the terms of the proposed agreement would provide us with a means 
of satisfying, at least in part, the growing public demand that the 
victims of the Egyptian policies of nationalisation and sequestration 
should receive some redress. 

Moreover, this agreement could reasonably be represented as 
more advantageous to us than to the Egyptians. It would admittedly 
be possible for us, in the last resort, to apply the whole of the 
Egyptian assets which we held to satisfy our claimants. But these 
assets would fall far short of meeting the claims in full; and a 
unilateral sequestration of the whole of the Egyptian sterling balances 
would represent a repudiation of our liabilities which would 
undermine international confidence in sterling. Under the proposed 
agreement, on the other hand, the payment by Egypt would be larger 
than the corresponding release from the Egyptian sterling balances. 
Moreover it would be only an advance payment on account, and we 
should retain our full rights in respect of the balance of our claims. 
Finally, the agreement would give us the discretion, which it was 
important that we should retain, to apply the payment on account to 
satisfying claims in respect of the two categories of sequestrated and 
nationalised properties in such proportions as we saw fit. Provided 
that these facts were clearly understood by the Egyptian authorities, 
that the arbitration provisions in the agreement were as satisfactory 
as possible and that our representatives endeavoured to secure an 
advance payment as much as possible in excess of the minimum 
figure of £30 millions, it would, on balance, be to our advantage to 
conclude with the Egyptian Government an agreement which would 
facilitate the resumption of normal commercial relations between the 
two countries and, by easing the acute economic embarrassment of 



the Egyptian Government, serve to reduce rather than to increase 
their incentive to foment fresh political tension in the Middle East. 
It would, however, be important to warn the Egyptian representatives 
in Rome that, before Her Majesty's Government reached a final 
decision on the terms of the settlement, they would need to take 
account of certain related political factors at the time, particularly 
the progress achieved in dealing with the question of compensation 
for the Suez Canal Company, the attitude of the United Nations 
towards the proposal of the Secretary-General that the cost of 
clearing the Suez Canal should be recovered by means of a surcharge 
on Canal dues, and the willingness of the Egyptians to release the two 
British political prisoners whom they still held. 

The Cabinet— 
(1) Invited the Chancellor of the Exchequer, in consultation with 

the Foreign Secretary, to submit to the Prime Minister 
the draft of a telegram instructing our representatives in 
the financial negotiations with the Egyptians in Rome to 
seek to secure a settlement on the general basis described 
in C. (57) 267, subject to clarification with the Egyptian 
representatives of the various points raised in their 
discussion. 

(2) Invited	 the Foreign Secretary and the Commonwealth 
Secretary to arrange that the Governments of the United 
States, Canada, Australia and New Zealand should be 
kept informed of the progress of these negotiations and 
of the settlement which we sought to achieve. 

Cabinet Office, S.W. 1, 
13th November, 1957. 
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Parliament. 

Economic 
Situation. 
Alleged 
Leakage of 
Information. 
(Previous 
Reference 
Gc7(57)' 74th
Conclusions,
Minute 1.)

.

1. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

The Home Secretary asked that Ministers in charge of 
Departments should expedite the preparation of Bills included in the 
Governmenfs legislative programme. 

2. The Home Secretary recalled that the Cabinet had agreed 
on 21st October that no further enquiry need be held into the 
allegation that there had been a premature disclosure of information 
about the increase in Bank Rate on 19th September. Since then no 
further evidence had been adduced in support of this allegation. But, 
in the course of supplementary Questions in the House of Commons 

 on 12th November, serious imputations had been made against the 
 honour of the Chancellor of the Exchequer and of Mr. Oliver Poole, 

 the Deputy Chairman of the Conservative Party. On 13th November 
the Prime Minister had reviewed the position, in consultation with 
some of his senior colleagues; and he had come to the conclusion that 
these imputations created a new situation in which it was expedient 
that a formal investigation should be held. For, without such an 
investigation, neither the Chancellor of the Exchequer nor Mr. Poole 
would have an adequate opportunity to rebut the imputations which 
had been made against them. H e had therefore decided that a 
tribunal should be appointed under the Tribunals of. Inquiry 
(Evidence) Act, 1921, to enquire into this matter. This decision had 
been announced in the House of Commons on 13th November, and 
a Government motion for the appointment of the tribunal had now 
been placed on the Order Paper. 

The Prime Minister regretted that it had not been practicable to 
consult the Cabinet before this decision was announced, but he hoped 
that his colleagues would endorse the action which he had taken. 

The Cabinet agreed that in the hew circumstances it was right 
that a formal investigation should be held. Their discussion turned 
mainly on the scope of the proposed enquiry. By. the terms of 
reference set out in the Government motion the tribunal would be 
invited to consider " whether there is any justification for allegations 
that information about the raising of Bank Rate was improperly 
disclosed to any person and whether, if there was any such disclosure, 
any use was made of such information for the purpose of private 
gain." The Opposition had tabled an amendment designed to extend 
the scope of the enquiry so as to cover the question whether an 
impending movement of Bank Rate might have been" deduced from 
the advance information given to certain individuals about the 
other economic measures announced by the Government on 
19th September. The Cabinet agreed that, while the tribunal should 
be free to take evidence-regarding the various interviews at which 

. this advance information had been given, the purpose of its enquiry 
should be to ascertain whether there had been a premature disclosure 
of information about the impending increase in Bank Rate. It was 
this allegation that had been made with intent to damage the . 

 Governmenfs credit, and it was important that those who had made 
it should be called upon to substantiate it and should not be allowed 
to take refuge in more general complaints about the procedure 
adopted in giving advance information about the Governmenfs other 
measures. 

The Cabinet were also informed of the proposed composition of 
the tribunal of enquiry.. 

The C a b i n e t 
(1) Endorsed	 the Prime Minis ters decision that, in the new 

circumstances created by the imputations brought against 
the integrity of the Chancellor of the Exchequer and the 
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 Deputy Chairman of the Conservative Party, a formal 
enquiry should now be instituted into the allegation that 
there had been a premature disclosure of information 
about the increase in Bank Rate on 19th September. 

(2) Approved	 the terms of the Government motion for the 
appointment of a tribunal for this purpose under the 
Tribunals of Inquiry (Evidence) Act,' 1921, and agreed 
that the Opposition amendment to that' motion should be 

 resisted. 
 (3) Approved the proposed composition of the tribunal, and 

* authorised the Home Secretary to arrange for the formal 
,	 details of its appointment to be announced as soon as 

practicable. 

3. The Foreign Secretary said that the Crown Prince of the 
Yemen, in recent discussions in London, had renewed the claim that 
Aden and the Aden Protectorates should be ceded to the Yemen. 
We could not entertain any claim of this kind, although we should 
seek to improve conciliation procedures for settling the local boundary 
disputes. 

The Foreign Secretary said that the Government of Tunisia had 
asked the Governments of the United States and the United Kingdom 
to supply them with arms. They had been told that they should look 
to the French Government in the first instance but that, in default 
of French agreement to supply the necessary equipment, we would 
be prepared, in concert with other.Western Powers,.to make supplies 
available provided that the Tunisian Government would guarantee 
not to transfer them to any other country. It now appeared that the 
French Government might be prepared to deliver certain equipment 
to the Tunisian Government but only on condition that the latter 
agreed t o accept no supplies from any other country, to look to the 
Western Powers for any further supplies and to reject a gift of arms 
which had been offered by the Egyptian Government. The Tunisian 
Government might well refuse to accept these conditions and, if they 
did, the Governments of the United States and the United Kingdom 
must be prepared to honour their undertaking to Tunisia. The 
quantity of arrns involved would not be large; but the French 
Government would be critical of our action. Nevertheless, we should 
not risk alienating friendly countries and compelling them to look to 
the Soviet bloc for supplies of arms. 

The	 Cabinet— 
(1) Took note, with approval, of these statements. 
The Chancellor of the Exchequer said that our representatives in 

, the financial discussions with the Egyptian Government in Rome had 
sought clarification of the instructions which they had been given as 
a result of. the Cabinefs discussion on 12th November. They should 
be informed that our main concern was to retain our full rights in 
respect of the balance of our claims outstanding after the payment on 
account to be made by the Egyptian Government and to have 
discretion to apply that payment towards. claims in respect either of 
nationalised property or of sequestrated property. 

The Cabinet— - 1 

(2) Invited the Chancellor of the Exchequer, in consultation with 
the Foreign Secretary, to arrange for further instructions 
to be sent to our representatives in the financial discussions 
with the Egyptian Government in Rome on the lines 

 : i 7 i i J ? : r ; Vwhich he proposed. '  r ' ; 
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4. The Cabinet had before them memoranda by the Colonial 
Secretary (C. (57) 262 and 268) about the constitutional development 
of Malta and the future of the Malta dockyard. 

The Colonial Secretary said that the United Kingdom 
Government, while committed in principle to integrating Malta with 
the United Kingdom, were not committed to the terms on which 
integration should take place or to the future status to be accorded 
to Malta. The Malta Government were concerned that the island 
should enjoy equality of status with the United Kingdom and that 
the legislation giving effect to integration should explicitly provide 
that Malta should become a par t of the United Kingdom. Any 
arrangement for this purpose which involved an amendment of the 
Royal Style and Title would be unacceptable. Alternative draft 
clauses providing for the incorporation of Malta in the United 
Kingdom were annexed to C. (57) 262, the longer expressly altering 
the title of the United Kingdom and the title of the Parliament of the 
United Kingdom, the shorter merely providing that the title " United 
Kingdom of Great Britain and Northern I r e l a n d " should be 
construed as including Malta. The former would be more acceptable 
to Maltese opinion, as defining more explicitly the close association 
of the Island with the United Kingdom. Similarly, in order to 
emphasise the equality of Malta with the United Kingdom, it would 
be desirable that the legislation should include affirmations declaring 
that the status of Malta and Maltese representation in the United 
Kingdom Parliament would not be diminished without Malta's 
consent and that the United Kingdom Parliament would not legislate 
for Malta in matters within the competence of the Maltese Parliament 
without Maltese consent except for the fulfilment of the United 
Kingdom's responsibilities for defence and external affairs and in 
certain other cases. 

In discussion doubts were expressed about the desirability, in 
relation to public opinion both in this country and in the 
Commonwealth, of emphasising too strongly the equality of Malta 
with the United Kingdom in terms of status, particularly in view Of 
the possible effects on the established relationship between Great 
Britain and Northern Ireland. The shorter of the alternative draft; 
clauses annexed to C. (57) 262 might, therefore, provide the most 
prudent definition of Malta's future status. The proposed 
affirmations were also open to question. The first might be regarded 
as conceding to Malta a constitutional privilege which was not 
enjoyed by Northern Ireland or possibly even by Scotland and Wales, 
while the second involved a limitation of the powers of the Unired 
Kingdom Parliament which would need to be carefully examined in 
the light of the Statute of Westminster and of the legislation defining 
the authority of the United Kingdom Parliament in relation to the 
Parliament of Northern Ireland. 

The Cabinet— 
(1) Invited	 the Home Secretary, in consultation with the 

Commonwealth Secretary, the Colonial Secretary and the 
Law Officers, to arrange for a further memorandum to be 
circulated, examining in greater detail the legal and 
constitutional implications of the proposals in C. (57) 262. 

The Colonial Secretary said that the present situation in which 
the economy of Malta was largely dependent on Service expenditure 
was unsatisfactory, and he endorsed the aim of creating private 
industrial capacity in Malta to which the labour now employed by 
the Services could gradually; be transferred. He doubted, however, 
whether the plans so far discussed for the commercial use of the 
dockyard would provide for the continued employment of more than 
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about half of the present labour force; and, if considerable numbers 
should become redundant, we should be bound by our pledge to assist 
the Maltese Government in remedial measures. These would be 

v
COStly.	 i".- ;: - ' ' *--: - ' - ^ M ^ K i . 

, The First Lord of the Admiralty said that discussions had already 
taken place with Vickers about the possible commercial use of the 
dockyard, and he would like to carry those discussions further as 
soon as possible. The Admiralty would be able to guarantee enough 
naval work to keep the facilities at Malta fully employed over the 
next, three ,years, . which would give time for the building up of 
commercial Work,

c

 and after that period some further naval work 
could still be carried on in Malta. 

In discussion there was general agreement that this problem 
should be further considered in conjunction with that of the 
constitutional development in Malta and in the light of the Defence 
Committee's conclusions on the problem of naval dockyards generally. 
Meanwhile, without prejudice to the CabinetY final decision, 
discussions should proceed with Vickers regarding the possible 
commercial use of the Malta dockyard. 

The C a b i n e t 
. (2) Invited the First Lord of the Admiralty to discuss with the 

VickersArmstrong Company their possible use of the 
Malta dockyard without prejudice to the Cabinefs final 
decision regarding the future of the dockyard. 

(3) Agreed	 to resume their consideration of the future of the 
Malta dockyard in the light of the Defence Committee's 
conclusions on future policy on naval dockyards generally. 

5. The Cabinet had before them a memorandum by the 
Secretary of the Cabinet (C. (57) 244) examining whether it would be 
practicable, if Cabinet records were opened to inspection in the 
Public Record Office after fifty years, to prevent private publication 
of these records in extenso and to withhold from the Public Record 
Office such parts of them as could not suitably be opened to public 
inspection even after fifty years. 

The Cabinet agreed that the practical precautions described in 
C. (57) 244 should provide adequate safeguards for these purposes. 

In discussion, however, doubts were expressed on the question 
of principle involved in the proposal to open Cabinet records to 
public inspection. Even after the Cabinefs proceedings began to be 
recorded, Ministers had assumed that their exchanges of opinions in 
Cabinet discussions, which were essential to the discharge of collective 
responsibility, would hot be revealed. It was agreed that this aspect 
of the question should be further considered. 

The Cabinet— 
Agreed to resume, at a subsequent meeting, their 
consideration of the proposal that Cabinet records should 
be opened to public inspection after fifty years. 

6. The Cabinet had before them a memorandum by the Colonial 
Secretary (C. (57) 266) seeking endorsement of certain changes which 
were about to be introduced in the constitutional arrangements in 
Kenya. 

The Colonial Secretary said that, during his recent visit to 
Nairobi, he had been obliged:,to t ake urgent action to resolve the 
constitutional-deadlock which . had arisen in Kenya. With the 
authority of the Prime Minister he had announced various remedial 



measures. The number of African communal representatives in the 
Legislative Council would be increased by six, and twelve additional 
seats would be provided, to be shared equally between the three 
separate racial communities and to be filled by an inter-commUnal 
method of election. In order to protect any one community against 
discriminatory legislation, a new Council of State would be created, 
with powers of revision, delay and reference to the United Kingdom 
Government. The responsibilities of the European and Asian 
Ministers without Portfolio would be more clearly defined, and the 
two portfolios available to African Ministers would be increased in 
importance. The ability of the Governor to maintain a Government 
majority in the Legislative Council in all circumstances would be 
fully safeguarded. 

In discussion there was general agreement with the measures 
which had been taken. 

The Cabinet— 
(1) Endorsed the proposals in C. (57) 266. 
(2) Invited	 the Colonial Secretary to submit to the Colonial 

Policy Committee, in due course, his detailed proposals 
on the method of nomination of candidates for election 
to the inter-communal seats and on the composition, 
functions and powers of the new Council of State. 

Cabinet Office, S.W.1, 
14th November, 1957. 
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Her Majesty
The Queen.

Wages Policy. 
National Health 
Service. 
(Previous 
References: 
C C . (57) 78th 
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Minute 2, and 
C C . (57) 74th 
Conclusions, 
Minute 3.) 

Economic 
Situation. 
Alleged 
Leakage of 
Information. 
(Previous 
Reference: 
C C . (57) 80th 
Conclusions, 
Minute 2.) 

 1. The Prime Minister informed the Cabinet of the terms of 
 the message of congratulation which he had sent on their behalf 

to The Queen and the Duke of Edinburgh on the tenth anniversary 
of their marriage and of the gracious reply which he had received 
from Her Majesty. 

2. The Cabinet were informed that the Prime Minister had 
been asked by the General Council of the Whitley Councils for the 
National Health Service to receive a deputation to discuss the 
Government^ refusal to authorise a wage increase for the clerical 
grades in the Service. 

In discussion it was agreed that representations from a body 
concerned with wage negotiation in the National Health Service 
should be considered in the first instance by the Ministers responsible 
for that Service. 

The Cabinet— 
Took note that the Prime Minister would inform the 
General Council of the Whitley Councils for the National 
Health Service that the Secretary of State for Scotland and 
the Minister of Health would be prepared to receive a 
deputation from them in due course. 

3. The Prime Minister said that The Queen's consent would be 
required for any disclosure of Cabinet proceedings to the tribunal 
which had been appointed to enquire whether there had been a 
premature disclosure of information about the increase in Bank Rate 
on 19th September. There were precedents for such disclosure; and 
on this occasion it should not be necessary to say more than that the 
possibility of an increase in Bank Rate was mentioned in the course 
of the Cabinet's discussion on 17th September. It would be made 
clear that the decision was left to be taken by the Chancellor of the 
Exchequer and the Prime Minister, after further consultation with 
the Governor of the Bank of England. 

In discussion it was suggested that it might be brought out, in 
evidence before the tribunal, that the purport of the CabinetS 
discussion on 17th September was whether the other economic 
measures which the Chancellor was proposing to take would alone 
suffice to meet the situation or whether they needed to be reinforced 
by an increase in Bank Rate. It should also be made clear that 
responsibility for varying Bank Rate rested formally with the Court 
of the Bank of England; that the C o u r t s decision was taken after 
consultation with the Chancellor of the Exchequer and with his 
approval; and that by tradition this was not a matter which was 
decided by the Cabinet itself. It might also be stated that at their 
next meeting on the morning of 19th September the Cabinet had been 
informed that the Prime Minister had accepted the recommendation 
of the Bank of England that Bank Rate should be increased to 7 per 
cent.; and that the Cabinet had remained in session that morning until 
after the time when the increase in Bank Rate was publicly announced. 

The Cabinet— 
(1) Agreed that	 a statement on these lines should be made in 

evidence to the tribunal which had been appointed to 
enquire whether there had been a premature disclosure 
of information about the increase in Bank Rate on 
19th September. 

5 2 7 2 0 - 3 	 B 2 
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(2) Invited the Prime Minister to seek The Queen's consent for 
this limited disclosure of information regarding the 
proceedings of the Cabinet. 
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 4 - The Prime Minister said that it would be in accordance with 
 precedent that the Minister of Housing and Local Government and 

 his Parliamentary Secretary should refrain from making public 
 speeches in connection with the forthcoming local government 

 elections. Other Ministers should, however, feel free to accept 
 engagements of this kind, although they should seek, as far as 
 possible, to avoid creating the impression that they were intervening 

 in particular elections. & 

Ministers'
Visits Abroad,

 5. The Prime Minister said that he was concerned that the 
 number of Ministerial visits overseas might make excessive demands 

on the hospitality of the countries visited, particularly in the 
Commonwealth, and might also create the impression that members 
of the Government were neglecting their primary responsibilities in 
this country. It was important that such visits should be so timed 
and arranged as to achieve the maximum of effect abroad without 
interference with the efficient discharge of the Governmenfs 
business at home. 

In discussion attention was drawn to the value of these visits. 
It was specially necessary that Ministers of Defence Departments and 
Ministers responsible for overseas affairs should continue to make 
visits overseas to obtain first-hand knowledge of the problems with 
which they were dealing. It was also desirable that the Government 
should not neglect this means of strengthening the political and 
commercial links between the United Kingdom and other countries. 
At the same time it was recognised that there was need for closer 
co-ordination of the timing and frequency of these visits. 

The Cabinet— 
Took note that the Prime Minister would consider what 
further arrangements could be made to secure improved 
co-ordination of plans for Ministerial visits overseas. 

Parliament. 6. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

The Cabinet were also informed that the Committee of 
Privileges had submitted their report on the question whether the 
London Electricity Board had committed a breach of privilege in 
threatening to take proceedings for libel against Mr . G. R. Strauss, 
M.P., in respect of statements made in a letter which he had sent to 
the Paymaster-General. This report could not, however, be 
considered until the opinion of the Judicial Committee of the Privy 
Council had been obtained on a point of interpretation of the 
Parliamentary Privilege Act, 1770. It was hoped that the motion 
seeking that opinion might be passed by the House of Commons 
without debate. The substance of the point of privilege could then 
be debated at a later stage when, after the opinion of the Judicial 
Committee had been given, the report of the Committee of Privileges 
came to be considered. 
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7. The Foreign Secretary said that the discussions with the 
Crown Prince of the Yemen had now been concluded. These had led 
to no new agreements or understandings, but some progress had been 
made towards establishing more friendly relations between this 
country and the Yemen. 

Arrangements had now been made for tripartite talks to be held 
in Washington, between the Americans, the French and ourselves, 
about the future supply of arms to Tunisia. The French might ask 
for assurances that no further supplies would be made without their 
consent, but we could not promise more than full consultation. 
Public opinion in France was highly sensitive at the present time. 
It was therefore advantageous, from the point of view of Anglo-
French relations, that arrangements had now been made for the Prime 
Minister and the Foreign Secretary to make a short visit to Paris 
on 25th November. 

The Cabinet— 
Took note of these statements. 

8. The Cabinet had before them a joint memorandum by the 
Lord Chancellor and the Commonwealth Secretary (C. (57) 263) and 
a memorandum by the First Lord of the Admiralty (C. (57) 281) on 
the reform of the House of Lords. 

The Commonwealth Secretary said that the exploratory debate 
which had been held on 30th and 31st October had shown that the 
proposal to create life Peerages was acceptable to all shades of 
opinion in the House of Lords and had confirmed the wisdom of the 
Cabinet's decision not to embark upon a more far-reaching scheme 
of reform. There was little doubt that, if the Government had put 
forward a more ambitious plan, the Labour Party would have been 
more likely to pledge themselves to abolish the Second Chamber. 
As it was, their counsels were divided and it was possible that, if 
the Government did no more than take power to create life Peers, 
the resulting position might be tacitly accepted by the Labour Party. 
In these circumstances he recommended that the Government should 
for the present confine themselves to taking power to create life 
Peerages for men and women, and he sought authority for the 
introduction of legislation in the terms of the Bill annexed to 
C. (57) 263. 

In discussion the following points were made: — 
(a) The Bill had been so drafted as to exclude amendments 

designed to enable hereditary Peeresses to sit in the House of Lords 
or to enable hereditary Peers to renounce their right to sit. 

(b) The First Lord of the Admiralty said that, while he 
recognised the force of the arguments for proceeding with the limited 
legislation proposed in C. (57) 263, he hoped that the Government 
would look favourably on any amendments designed to enable the 
House of Lords, through its rules of procedure, to limit the attendance 
of hereditary Peers. 

The Commonwealth Secretary said that, if the scope of the 
measure were enlarged in that way, it might well meet with opposition 
from a section of Conservative Peers who were jealous of any 
encroachment on the hereditary principle. He would greatly prefer 
that the Bill should continue to be limited to the single purpose of 
empowering the creation of life Peerages. 
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(c) It was recognised that there was no sufficient measure of 
agreement, in either House of Parliament, on the reform of the 
hereditary element in the House of Lords. Proposals designed to 
confirm the right of a limited number of hereditary Peers to sit in 
Parliament would excite opposition both from those who resented 
any encroachment on the hereditary principle and from those who 
desired its abolition. Therefore, at present, the only practical course 
was to limit legislation to the creation of life Peerages, which all 
sections of opinion were prepared to support. 

The Cabinet— 
(1) Agreed that legislation for the reform of the House of Lords 

in the current session should be limited to taking power 
to create life Peerages for men and women. 

(2) Authorised	 the Commonwealth Secretary to arrange for 
legislation to be introduced in the House of Lords in the 
terms of the Bill annexed to C. (57) 263. 

 9. The Cabinet had before them a memorandum by the Lord 
 Privy Seal (C. (57) 270) covering a draft statement which the Crown 

Estate Commissioners proposed to make on the future of the Regent's 
Park Terraces. 

The Lord Privy Seal said that the Commissioners had reached 
the conclusion that, apart from the demolition of a few buildings of 
no architectural merit, it would be practicable to make a further effort 
to preserve these Terraces. Their proposals, which would not 
necessarily involve substantial Exchequer assistance, had been 
approved by the Royal Fine Arts Commission and would be welcomed 
by public opinion in general. It would therefore be reasonable to 
inform the Commissioners that the Government had no objection to 
the issue of the proposed statement. 

The Minister of Works said that the Terraces were in poor 
structural condition; but the present proposals, by enabling the 
Commissioners to gain experience of the problems of converting them 
to contemporary use, would demonstrate whether it was possible to 
preserve them at reasonable cost. 

In discussion there was general agreement that the proposals were 
soundly conceived. It might, however, be necessary to consider, at 
a later stage, whether despite the present views of the planning 
authority some of the accommodation should be used as offices rather 
than residences. 

The C a b i n e t 
(1) Approved the proposals in C. (57) 270. 
(2) Invited	 the Lord Privy Seal to arrange for the proposed 

statement by the Crown Estate Commissioners to be 
circulated in the Official Report simultaneously with its 
publication by the Commissioners. 

10. The Colonial Secretary said that the leader of a delegation 
from British Honduras, which was now in London, had been 
discussing with the Guatemalan Minister the possibility of severing 
the British connection and transferring British Honduras ^ to 
Guatemala for an experimental period of seven years during which 
the Guatemalans would assume financial responsibility for its 
development. In these circumstances he saw no alternative but to 
break off his negotiations with the delegation and to intimate that he 
would be willing to resume negotiations in due course with a fresh 
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delegation constituted on a more satisfactory basis. This decision 
might provoke some unrest in British Honduras , but troops were 
available to assist the Governor in maintaining order. 

The Foreign Secretary said that there was no evidence on which 
the Guatemalan Minister could be charged with impropriety and 
it was doubtful whether we should gain by asking for his recall.. 

The Cabinet— 

Took note of these statements. 


11. The Cabinet had before them: — 

(i)	 a memorandum by the Foreign Secretary (C. (57) 276) 
summarising the diplomatic action which had been taken 
to further a solution of the Cyprus problem; 

(ii)	 a memorandum by the Minister of Defence (C. (57) 265) 
examining the basis on which certain enclaves of territory 
in Cyprus should be retained under United Kingdom 
control; 

(hi) a note by the Secretary of the Cabinet (C. (57) 275) covering 
a report by officials on the problems of economic 
and commercial policy which would arise under a 
condominium in Cyprus. 

The Foreign Secretary said that, although no positive results had 
accrued from the recent discussions between the Secretary-General 
of the Nor th Atlantic Treaty Organisation (NATO) and the Greek 
Foreign Minister, our own diplomatic action in recent months should 
enable us to demonstrate in the forthcoming debate on Cyprus in 
the United Nations that we were still actively seeking a solution of 
this problem. On this basis we might hope that the debate would 
pass off without too much embarrassment and that we should not 
be pressed to agree that the Secretary-General should be invested 
with any new function or authority in relation to Cyprus. 

The situation was liable to be complicated by the fact that it 
would shortly be necessary to seek Parliamentary approval for the 
extension to the European Commission on Human Rights of the 
diplomatic privileges and immunities which had already been 
accorded to the other organs of the Council of Europe. It was 
unfortunate that this would have to be done at a time when we were 
negotiating with a Sub-Commission of the European Commission on 
the scope of the investigations which they wished to carry out in 
Cyprus in connection with Greek allegations that our actions in the 
Island were in breach of the European Human Rights Convention. 

In discussion the following points were made : — 
(a) The recent suggestion by the Greek Government that Cyprus 

should be granted Dominion status, on the understanding that this 
status might be changed after a defined period, envisaged an 
unprecedented arrangement which would be embarrassing in relation 
to the other members of the Commonwealth. We could not support 
this proposal, and the Secretary-General of N A T O should be 
discouraged from endorsing it in any further discussions with the 
Greek or Turkish Governments. 

(b) The Order according diplomatic privileges and immunities 
to the European Commission on Human Rights could be presented 
as little more than a consolidation of the rights already granted 
in this respect to the Council of Europe and its other organs. The 
necessary Parliamentary authority should, if possible, be obtained in 
advance of any public announcement that a Sub-Commission of the 
European Commission would be visiting Cyprus. 



The Cabinet—
(1)	 Invited the Foreign Secretary to arrange that the Secretary-

General of the Nor th Atlantic Treaty Organisation should 
be discouraged from lending any support to the suggestion 
that Cyprus might be granted Dominion status on the 
basis that this status might be changed after a defined 
period. 

(2) Invited the Foreign Secretary, in consultation with the Home 
Secretary, to seek Parliamentary approval for the grant 
to the European Commission on Human Rights of the 
diplomatic privileges and immunities already accorded to 
the other organs of the Council of Europe. 

Cabinet Office, S.W.1, 
21st November, 1957. 
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Joint
intelligence
Committee.

Parliament.

Sexual 
Offences. 
(Previous 
Reference: 
C C  . (54) 29th 
Conclusions, 
Minute 5.) 

Hebrides.
Rocket Range

 1. The Cabinet were informed that the Joint Intelligence 
 Committee had been brought within the Cabinet committee 
 structure so that its services might be more readily available to 

, Ministers as well	 as to the Chiefs of Staff. Arrangements would be 
made for a selection of the Committee's reports to be circulated, as 
appropriate, either to Ministers generally or to those directly 
concerned with the subject matter. 

 2. The Cabinet were informed of the business to be taken in the 
House of Commons in the following week. 

The Cabinet were also informed that the Opposition might ask 
for facilities for a general debate on foreign affairs before the 
forthcoming meeting of the Nor th Atlantic Council, and that the 
state of Parliamentary business would permit of such a debate being 
held on l l t h December. In discussion it was agreed that it would be 
preferable to avoid holding this debate until after the Christmas 
recess—though the demand for an earlier discussion might have to 
be conceded if it were strongly pressed. 

3. The Cabinet were informed that on 4th December the House 
of Lords were to debate the recommendations made in the report of 
the Committee on Homosexual Offences and Prostitution. It would 
be convenient if some indication could then be given of the 
Governmenfs attitude towards the report. 

Discussion showed that there was general agreement in the 
Cabinet that, while legislation might be introduced in the current 
session to give effect to some of the Committee's recommendations 
on prostitution, it would not be practicable for the Government to 
promote legislation at the present time to change the law relating to 
homosexual offences. On that subject public opinion was divided 
and strong views were held; and there was not a sufficient measure 
of public support for the Committee's recommendations to justify 
the Government in introducing legislation to give effect to them. On 
the other hand it would be premature for the Government to 
announce a final decision on this point in the forthcoming debate in 
the House of Lords, since Ministers had previously indicated that they 
would wish to take account of the general state of opinion in the 
House of Commons before reaching their final conclusion. 

The Cabinet— 
Authorised the Lord Chancellor to indicate, in the debate 
in the House of Lords on 4th December, that there was 
no early prospect of Government legislation to amend the 
law relating to homosexual offences. 

 4. The Cabinet had before them a memorandum by the Minister 
Q ^ Defence (C. (57) 285) about the facilities required for Service trials 
and training with guided weapons. 

The Minister of Defence said that, in the light of the policy 
announced in the Defence White Paper, it now appeared that adequate 
facilities for training with air-to-air and surface-to-air weapons 
could be provided, for a period of some five years ahead, by extending 
two existing ranges on the Welsh coast at a cost of about £2^ millions. 
Additional facilities in the Hebrides would then be needed only for 
training with surface-to-surface guided weapons and could be 
provided at a total cost of about £1-8 millions. These revised 
arrangements would provide the facilities required for a total 
expenditure of £4 millions instead of the £18 millions which was the 
estimated cost of implementing the original proposal to establish a 
range in the Hebrides for all Service trials and training with guided 
weapons. 
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Wages Policy. 

National 
Health Service. 
(Previous 
Reference: 
C C . (57) 81st 
Conclusions, 
Minute 2.) 

In discussion the following points were made : — 
(a) Although the new proposals might provide adequate 

facilities for all guided weapons likely to be developed within the 
foreseeable future, the need might eventually arise for an extended 
range in the Hebrides. This contingency should perhapsbe recognised 
in the public announcement of the revised proposals. 

(b) Even if the Service Departments were prepared to accept the 
limitations imposed on the use of the Welsh ranges by the need to 
avoid endangering shipping, it would be necessary to discuss this 
aspect of the proposals with the shipping interests in more detail 
before it could be established that these ranges would provide an 
adequate substitute for facilities in the Hebrides. 

(c) The planning authorities in Wales should also be given an 
opportunity to consider whether the revised proposals would be 
acceptable from the point of view of the preservation of Welsh 
amenities. 

(d) The decisions on these questions would affect the area of land 
in the Hebrides to be purchased under the revised plan and the 
compensation to be awarded to the crofters. It was undesirable that 
the Government should acquire land for which they had no immediate 
use. On the other hand negotiations had already proceeded to a 
point at which the Government might be morally committed to 
completing the purchase of all the land for which they had been 
treating. The expense involved in the acquisition of the land itself 
would be relatively small and, if there was any substantial possibility 
that the limited facilities which it was now proposed to provide in the 
Hebrides might need to be extended within the next few years, it 
might be expedient to complete the negotiations for acquiring title to 
the necessary land, provided that no pressure was brought to bear 
on any owner who was unwilling to sell. On this hypothesis there 
need be no question of compensating crofters who would not be 
disturbed in their use of the land un t iTthe range facilities were 
extended beyond the limits at present envisaged. 

(e) The Scottish Land Court would begin to consider the claims 
of crofters in the near future. Pending any public announcement of 
a change in policy, the Court should, if possible, be induced to deal 
first with the claims of those crofters who would be affected by the 
more limited range which was now proposed. 

The Cabinet— 
(1) Approved in principle the proposals in C. (57) 28J!" 
(2) Invited	 the Minister of Defence, in consultation with the 

Chancellor of the Exchequer, the Secretary of State for 
Scotland and the Minister of Transport, to consider 
urgently the points raised in their discussion with a view 
to settling those issues which needed to be determined 
before guidance could be given to the Scottish Land Court 
and a satisfactory ^Parliamentary announcement of the 
Government^ decision could be drafted. 

5. The Cabinet had before them a memorandum by the Minister 
of Health (C. (57) 280) and a memorandum by the Minister of Labour 
(C. (57) 287) about the wage dispute in the National Health Service. 

The Minister of Health said that the deputation from the Whitley 
Council for the administrative and clerical staffs of the National 
Health Service which was due to meet the Secretary of State for 
Scotland and himself in the following week would probably seek to 
ascertain whether the Government would accept arbitration on the 
wage claim which the responsible Ministers had recently rejected. 
The Law Officers had advised that, if a dispute between the Ministers 
and the Staff Side was formally reported, the matter could be referred, 
with the consent of those Ministers, to arbitration under the Industrial 



Courts Act, 1919. It also seemed possible for the Staff Side to 
secure arbitration under the Industrial Disputes Order, 1951, if the 
issue was presented as a dispute between an individual hospital 
authority and their employees. The latter course was, however, open 
to the objection that the respondents would have no interest in 
representing the Governments point of view. The balance of 
advantage therefore appeared to lie in conceding arbitration between 
the Staff Side and the responsible Ministers under the Act of 1919; 
and he sought authority to inform the deputation, if they pressed 
for an assurance on this point, that the Ministers concerned would 
consent to arbitration and would undertake to implement the award. 

The Minister of Labour said that if, as was not unlikely, the 
arbitrator awarded a wage increase of the order of 4 per cent., the 
effect on other wage claims would be very damaging. Moreover, it 
was constitutionally improper to place upon arbitrators the 
responsibility of deciding whether a Minister had been right in his 
use of his Ministerial prerogative. Arbitration should therefore be 
avoided in the present case, but the staffs should be assured that their 
claim would be reviewed within a stated period. In order to avoid 
any impression that wage restraint generally could be relaxed after 
this interval, the review should be linked with consideration of the 
proposals contained in the recent report by Sir Noel Hall on the 
grading structure of administrative and clerical staffs in the Hospital 
Service. These proposals would in any case have to be discussed 
with the Staff Side, and if the review of the wage claim formed par t 
of those discussions, such increase as the Government might then 
feel able to grant could be represented as only one element in a 
comprehensive reorganisation of the administrative structure of 
the Service. 

In discussion it was suggested that, in so far as a reorganisation 
of this kind was itself liable to entail considerable additional 
expenditure, it would be preferable that the Government should not 
implicitly commit themselves to accepting it without first considering 
whether the administrative structure of the Hospital Service could be 
improved by other means at less cost. On the other hand Sir Noel 
Hall's report had now been published; the Government would 
therefore be compelled in any case to reach decisions on its 
recommendations; and it would be tactically advantageous if the 
disputed wage claim could be subsumed in the discussions with the 
Staff Side which would precede those decisions. 

In further discussion it was emphasised that it had already been 
made clear to the Staff Side that the Government did not exclude 
arbitration on the disputed claim if an arbitrable issue was established. 
The Government should seek to avoid creating the impression that 
they were not now prepared to honour this undertaking, and if the 
Staff Side pressed for the issue to be referred to arbitration it would 
be difficult for the responsible Ministers to withhold their consent. 
But there was considerable advantage in deferring the settlement of 
this claim, if possible, until it had become clear how far, in the 
light of the Governmenfs current economic policy, the major 
industrial unions were prepared to prosecute the substantial wage 
claims which they had in preparation. The deputation should 
therefore be strongly urged to accept the Governmenfs suggestion 
that their claim should be reviewed in the context of the discussions 
on the recommendations in Sir Noel Hall's report ; and, if they 
continued to seek a firm undertaking that the Ministers concerned 
would agree that the issue should be referred to arbitration, they 
should be informed that, if they would submit in writing their own 
definition of the arbitrable issue, the Government would give the 
matter further consideration. 

The Cabinet— 
Invited the Secretary of State for Scotland and the Minister 
of Health to be guided, at their forthcoming meeting with 
the Whitley Council deputation from the National Health 
Service, by the views expressed in their discussion. 
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Suez Canal. 

(Previous 
Reference; 
C C . (57) 78th 
Conclusions, 
Minute 7.) 

Privileges and 
Immunities. 

(Previous 
Reference: 
C C . (57) 15th 
Conclusions, 
Minute 7.) 

Commission 
for Technical 
Co-operation 
in Africa. 

Cabinet
28th

6. The Foreign Secretary said that, as a result of consultations 
held with other interested Governments, it was now clear that we 
should find it even more difficult than we had previously thought to 
abstain from supporting in the United Nations a resolution endorsing 
the proposal of the Secretary-General that the cost of clearing the 
Suez Canal should be recovered by means of a surcharge on Canal 
dues. There was some risk that the resolution might not be carried 
unless we supported it; and the Governments of the United States 
and France had made it clear that they would not be content for us 
to abstain from voting. 

The Minister of Transport said that he had held further 
consultations with representatives of British shipowners and had 
warned them that we might find it necessary, for political reasons, 
to support this resolution. He no longer wished to oppose that 
course if the Foreign Secretary felt obliged to take it. But he warned 
the Cabinet that British ship-owners would ask that the extra cost to 
them should be reimbursed by the Exchequer and that, if this request 
were refused, some of them might decline to pay the surcharge. 

In discussion it was agreed that no decision need be taken at 
present on the Governments attitude towards such a claim by British 
ship-owners. There would be strong arguments against conceding it. 

The Cabinet— 
Invited the Foreign Secretary to authorise the United 
Kingdom Representative at the United Nations to vote in 
favour of the resolution proposing that the cost of clearing 
the Suez Canal should be recovered by means of a surcharge 
on Canal dues. 

7. The Cabinet had before them a memorandum by the Foreign 
Secretary and the Colonial Secretary (C. (57) 279) proposing that the 
privileges and immunities set out in the appendix to that memorandum 
should be extended to the Commission for Technical Co-operation in 
Africa south of the Sahara. 

The Cabinet— 
Approved the proposals put forward in C. (57) 279. 

Office, SWA, 
November, 1957. 
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Parliament. 

Wales.. 
(Previous 
Reference: 
C C . (57) 4th 
Conclusions, 
Minute 4.) 

1. The Cabinet were informed of the business to be taken in 
the House of Commons in the, following week. 

If the forthcoming meeting of the North Atlantic Council was 
completed by 19th December, it would be possible to hold on that 
day the debate on foreign affairs which the Opposition wished to 
have before Christmas. If not, a short debate could be arranged 
on 20th December before Parliament adjourned for the recess. 

2. The Cabinet had before them a memorandum by the Prime 
Minister (C. (57) 284) outlining proposed modifications in the 
administration of Welsh affairs. 

The Prime Minister said that there were no grounds for accepting 
the recommendation of the Council for Wales and Monmouthshire 
that a Secretary of State for Wales should be appointed with 
executive responsibilities similar to those of the Secretary of State 
for Scotland. But it" would be desirable, in order to allay Welsh 
disquiet, that a Minister of State for Welsh Affairs should be 
appointed and that further measures of administrative devolution 
should be introduced. 

The Minister for Welsh Affairs said that he supported these 
proposals. In addition, he proposed to constitute a committee in 
Wales to keep under review the economic interests of the Principality. 
Welsh opinion would regret the rejection of the more far-reaching 
recommendations of the Council for Wales and Monmouthshire, but 
the announcement of the measures proposed by the Prime Minister 
would go some way towards allaying the sentiment of separatism in 
Wales—recently reinforced by the Liverpool Corporation Bill which 
would involve the flooding of the Tryweryn Valley in Merionethshire. 
The Governmenfs proposals would, however, carry even greater 
conviction if they were accompanied by an announcement that 
responsibility for Welsh affairs would henceforward be entrusted to a 
Minister with the status of Secretary of State. 

Discussion showed that the Cabinet were in general agreement 
with the proposals in C. (57) 284. Devolution of the functions of the 
Minister of Agriculture had already been carried as far as was 
practicable, subject to further review in the case of certain technical 
services. The administration of education was already in the hands 
of the local education authorities, and informed opinion in Wales 
recognised that the interests of Welsh education would be better 
served if the Permanent Secretary of the Welsh Department in the 
Ministry of Education remained based on London rather than on 
Cardiff. Nevertheless it would be desirable to work gradually 
towards according a higher status to his office in Wales. Similarly, 
although there was little scope for local co-ordination of the functions 
of the Ministry of Transport in Wales, the Minister should arrange 
to be represented in the Principality by a resident official of 
appropriate rank. 

Opinion was divided on the question whether, in addition to the 
appointment of the proposed Minister of State, the Minister for Welsh 
Affairs should be accorded the status of Secretary of State. It was 
undesirable in principle that an additional Secretary of State should 
be appointed if the wide constitutional powers attaching to that office 
were not in fact needed for the discharge of the functions involved. 
The arrangement would rapidly be seen to imply no effective change 
in the administration of Welsh affairs and could be expected, for this 
reason, to generate fresh pressure for the Secretary of State to be 
invested with executive responsibilities comparable with those of the 
Secretary of State for Scotland. On the other hand public opinion 
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Wages	 Policy. 
(Previous 
Reference: 
C C . (57) 82nd 
Conclusions, 
Minute 5.) 

in Wales would attach considerable importance to the status of the 
Minister responsible for Welsh affairs, particularly since the Labour 
Party had already announced that they favoured the appointment 
of a Secretary of State for Wales. 

The C a b i n e t 
(1) Approved the proposals in C. (57) 284. 
(2) Took	 note that the Prime Minister would give further 

consideration, in the light of the points made in their 
discussion, to the question of recommending the 
appointment of a Secretary of State for Welsh affairs. 

3. The Cabinet had before them memoranda by the Chancellor 
of the Exchequer (C. (57) 286) and the Minister of Labour (C. (57) 264) 
on wages policy. 

The Chancellor of the Exchequer said that the Government 
should adhere firmly to the economic policy which they had adopted 
and need take no further initiative for the time being. Nevertheless, 
they should avoid committing themselves in public statements to 
maintaining existing methods of arbitration and collective bargaining. 
If the awards of arbitrators proved to be more generous than could 
be justified in current economic circumstances, it might be necessary 
to contemplate some modification of the present system of wage 
negotiation; and officials should examine the suggestions which he 
had made in this connection in his earlier memorandum (C. (57) 103). 

The Minister of Labour said that historically the function of 
arbitrators was limited to the settlement of such disputes as were 
brought before them. Although it might be desirable that, in 
reaching their decisions, they should have regard to broad 
considerations of the public interest as well as to the merits of the 
individual claims in dispute, it would be inadvisable that the 
Government should seek to bring any influence to bear on them for 
this purpose apart from the general pressure of public opinion which 
Government spokesmen could help to create. 

In discussion, some doubt was expressed about the wisdom of 
this course. It was the declared policy of the Government to allow 
disputed wage claims to go to arbitration and, in those cases where 
they were themselves a party to the dispute, to accept the arbitrator^ 
award. But arbitrators were liable to take a narrow view of their 
proper function and to feel that, in the absence of authoritative 
guidance, they were not competent to take account of considerations 
of national economic policy in reaching their decisions. As a result, 
their awards might tend to be excessive and, in so far as they could 
not be absorbed by economies, would increase the demands on the 
Exchequer. Moreover, the Government would appear to be allowing 
their own policy to be frustrated by their reluctance or inability to 
adapt the machinery of wage negotiation to the needs of current 
economic circumstances. It was for consideration, therefore, whether 
steps should be taken to review this machinery and, in particular, to 
secure that the public interest was specifically represented at 
arbitration hearings. 

On the other hand arbitrators would not be willing to accept any 
further advice from official sources, apart from such impartial 
guidance as might be supplied by the periodical reports of the Council 
on Productivity, Prices and Incomes. Nor could the Government 
hope to control, in terms of wage settlements, more than a very 
small sector of the economy. It was unrealistic to envisage a wages 
policy which could be universally applied and effectively enforced. 



The problem of wages must be approached empirically, each case 
being dealt with in the light of the relevant circumstances. Provided 
that the pressure of monetary policy was maintained, the existing 
machinery of wage negotiation would be found to be adequate. 

The Prime Minister, summing up the discussion, said that certain 
issues needed more detailed examination. The concept of arbitration, 
for example, embraced not only the traditional method whereby wage 
disputes were voluntarily submitted to an impartial adjudication 
which was not legally binding on the parties but also the more recent 
procedure provided by the Industrial Disputes Order, 1951, whereby 
the ruling of the arbitrator automatically became an implied term of 
the contract between the parties. It was for consideration how far 
this system might need to be modified in the light of the fact that 
the discipline of the price mechanism, which had formerly ensured 
that wage disputes would, in general, be settled on a reasonable 
basis, was no longer effective. Was it possible for the Government to 
prescribe a wages policy applicable throughout the community as a 
whole or to encourage both sides of industry to adopt a policy of 
this kind? Alternatively, should the Government take steps to 
ensure that arbitration tribunals were adequately informed about the 
economic considerations involved in disputed wage claims, either 
by means of the reports of the Council on Productivity, Prices and 
Incomes or by some other method? Moreover, what changes in the 
Whitley machinery might be justified in current circumstances. I t 
would assist the Cabinefs further discussion of wages policy if the 
principles involved in these and related issues could be clarified, and 
he would arrange for them to be further studied as rapidly as possible. 

The Cabinet— 
Took note, with approval, that the Prime Minister would 
arrange for officials to examine, as a matter of urgency, the 
major issues of wages policy which had emerged during their 
discussion. 

4. The Cabinet had before them a note by the Prime Minister 
(C. (57) 269) on the transaction of Government business. 

The Prime Minister said that the suggestions in this note were 
designed to reduce the growing burden on Ministers and to promote 
the more efficient discharge of the Governmenfs functions. It was 
particularly important to secure brevity in memoranda for the 
Cabinet and Cabinet Committees. It was also desirable that Ministers 
should seek to limit the social responsibilities which they accepted, 
on the lines which he had indicated in his note. 

The Cabinet— 

Took note, with approval, of C. (57) 269. 
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Parliament 1. The Cabinet were informed of the business to be taken in 
the House of Commons in the following week. 

It was at present proposed that a debate on Foreign Affairs 
should be held on 19th December. If, however, the meeting of the 
North Atlantic Council was not completed by the evening of 
18th December, it might become necessary for this debate to be 
postponed until 20th December. It might be possible, by 
17th December, to indicate to Parliament whether this change of 
arrangements was likely to become necessary. 

Parliament would adjourn for the Christmas recess on 
20th December and would reassemble on 21st January. 

Tariff Policy. 2. The President of the Board of Trade said that the Import 
(Previous Duties Bill at present provided for the establishment of an Import 
Reference: Duties Board to assist the Treasury and the Board of Trade in the 
C C . (57) 75th discharge of their functions under the Act. This provision had been 
Conclusions, included because it had previously been thought that, as the Import 
Minute 6.) Duties Advisory Committee of the pre-war years was not to be 

revived, Parliament would expect some outside body to be created 
with comparable, though less authoritative, functions. In fact, 
however, this provision had not proved popular with any section of 
informed opinion and it now appeared that Parliament would be 
content that this jurisdiction should be exercised by the Government 
without the help of any outside body. Subject, therefore, to the 
views of his colleagues he proposed to bring forward an amendment 
to delete this provision from the Bill. 

The Cabinet— 
Authorised the President of the Board of Trade to table, 
during the Committee Stage of the Import Duties Bill, an 
amendment designed to delete the clause providing for the 
appointment of an Import Duties Board. 

Ballistic 3. The Minister of Defence said that in the House of Commons 
Rockets. that afternoon he had to answer a Private Notice Question about the 

proposed agreement for the stationing in this country of intermediate
range ballistic rockets provided by the United States Government. 
This agreement, which was on the point of completion, provided that 
most of these rocket sites would be manned by British t roops; but it 
contemplated that, at a later stage, there might be at least one site 
which would be manned by United States forces. This latter 
possibility had not yet been disclosed publicly. He thought it might 
become necessary to say, in reply to supplementary questions, that it 
was under consideration. It could of course be said that it arose, not 
in relation to this country alone, but also to the territories of other 
members of the North Atlantic Council. 

The Cabinet— 
Took note, with approval, of this statement by the Minister 
of Defence. 

Umted s t a e s . The Chancellor of the Exchequer said that, under the 1957 4 

and C a n a d a Agreement on the United States and Canadian loâ /wê lSeSttifl̂  
jLoans. to withhold annual payment of interest and capital on not more than 
(Previous seven occasions during the whole period of repayment, on the basis 
Reference: that the payments withheld would be made at the end of the full 
C M . (56) 104th period together with interest at the low rate of 2 per cent In view 
Conclusions, of the heavy burden of other debt repayments and other claims or 
Minute 8.) the reserves which faced us in the current year, he had come to the 



conclusion that we should be fully justified in withholding the annual 
payment on these loans which fell due this month. Subject to the 
views of his colleagues, he proposed that the United States and 
Canadian Governments should be so informed. 

In discussion the point was made that this decision should be 
presented to the public in such a way as to avoid impairing confidence 
in sterling. It could be stressed that some of the strain on the reserves 
arose from exceptional non-recurring demands—e.g., India's use of 
her sterling balances to finance her development, plans. 

The Cabinet— 

(1) Agreed that the annual payments	 of interest and capital on 
the United States and Canadian loans should this year be 
withheld, in accordance with the terms of the 1957 
Agreement. 

(2) Authorised the Chancellor	 of the Exchequer to arrange for 
this decision to be notified to the Governments of the 
United States and Canada, and thereafter to be announced 
in the House of Commons on 17th December. 

House of Lords 5. The Cabinet were informed that, during the Committee Stage 
Reform. cf the Life Peerages Bill in the House of Lords, amendments were 
(Previous likely to be pressed which would have the effect of extending the scope 
Reference: of the reform proposed by the Government. It was possible that 
C C . (57) 81st some of these might be carried against the advice of Government 
Conclusions, spokesmen. 
Minute 8.) jfo  Cabinet agreed that the supporters of these amendments e

should be warned in confidence that, if the scope of the Bill were 
substantially extended as a result of amendments made in the House 
of Lords, the Government would be unable to carry it through the 
House of Commons and would be obliged to abandon it altogether. 

B r i t i s h 6. The Prime Minister said that the British Petroleum Company 
Petroleum r  e thinking of closing the oil refinery at Haifa which was managed w e  

Company. by them and jointly owned by them and the Shell Company. The 
Refinery at Government did not seek to influence decisions taken by the company 
Haifa. on commercial grounds. It would however be impracticable for 

Ministers to contend that, on such a matter as the closing of the 
Haifa refinery, their views had not been sought; and it was desirable 
that in this and similar matters a procedure should be followed which 
would enable the company to take account of the Governmenfs views 
on political aspects, while leaving them free to exercise their own 
commercial judgment. This would be secured if it could be arranged 
that the company would themselves take the initiative in asking 
whether there were any political considerations which the 
Government would wish them to take into account before they 
reached their decision. 

The Cabinet-
Invited the Minister of Power to devise, in consultation with 
the Foreign Secretary and the Chancellor of the Exchequer, 
a procedure for consultation between the Government and 
the British Petroleum Company on the lines suggested by the 
Prime Minister; and to arrange for this procedure to be 
followed by the company in reaching their decision on the 
future of the oil refinery at Haifa. 



Libya. 
(Previous 
Reference: 
C C . (57) 1st 
Conclusions, 
Minute 2.) 

7. The Cabinet had before them a memorandum by the Foreign 
Secretary (C. (57) 277) on the extent of United Kingdom assistance 
to Libya. 

The Foreign Secretary said that, in the light of a reassessment 
of our interests in Libya and of the limited extent to which the United 
States Government were constitutionally able to incur long-term 
financial commitments abroad, it was necessary to reconsider the 
earlier Cabinet decision on our policy towards Libya. 

He now proposed that we should press the United States 
Government to agree that the future level of financial assistance tc 
Libya should be discussed with the Libyan Government by the 
Ambassadors of the United States and the United Kingdom on the 
basis (which would not be disclosed to the Libyan Government during 
the preliminary negotiations) that we might be prepared to contribute 
£2^-3 millions to the Libyan budget deficit instead of the £1£ millions 
which we had originally envisaged. He also proposed that, while 
adhering to the programme for the evacuation of barracks in Libya 
which had now been agreed with the Libyan Government, we should 
retain our remaining troops in Libya after March 1959 until further 
notice and that we should also maintain the British Military Mission 
for a further period if suitable arrangements could be made for its 
co-operation with the newly-established United States Military 
Mission. 

In discussion it was agreed that, in view of the importance of 
preventing Libya from turning to Egypt for assistance and of retaining 
the air-staging facilities which we enjoyed there at present, it would 
be desirable in principle that our policy towards Libya should be 
adjusted on the basis proposed, particularly as the British troops in 
Libya could be retained until March 1959 without increasing the total 
of our defence expenditure. It was, however, for consideration, 
whether, in order to justify the maintenance of the British Military 
Mission for a further period, we should seek to reach an understanding 
with the United States Government whereby the Libyan forces would 
be supplied with British equipment financed by the United States 
Government. 

The proposal that we should increase our subvention to the 
Libyan budget deficit beyond the limits originally envisaged would 
also need further examination as part of the current review of the 
Foreign Office Estimates for the forthcoming financial year. While 
we could not expect to carry out a policy of containment in the Middle 
East without incurring some additional expenditure, we should 
continue to press the United States Government to accept the major 
part of the financial liability in respect of assistance towards countries 
in this area. 

The C a b i n e t 
(1) Invited	 the Foreign Secretary, in consultation with the 

Chancellor of the Exchequer, to give further consideration 
to the level of our future financial assistance to Libya. 

(2) Invited	 the Foreign Secretary, in consultation with the 
Minister of Defence, to examine the possibility of 
negotiating with the United States Government an 
arrangement whereby the Libyan forces would be supplied 
with British equipment at the cost of the United States 
Government. 

(3) Subject	 to the result of the enquiries to be made under 
Conclusions (1) and (2) above, approved the proposals in 
C. (57) 277. 



North Atlantic
Council.

Road 
Programme. 
(Previous 
Reference: 
C C . (57) 45th 
Conclusions, 
Minute 7.) 
Severn Bridge. 

 8. The Prime Minister said that important issues of foreign 
 policy might well emerge from the discussions in Paris during the 

forthcoming meeting of the North Atlantic Council. Most of the 
members of the Alliance would be represented there by Heads of 
Governments, and there would be useful opportunities for informal 
talks apart from the proceedings in the Council itself. He certainly 
had it in mind to broach some of these issues in private conversation 
with President Eisenhower and Mr. Dulles. He hoped, in particular, 
to persuade them to accept the implications of the fact that, until they 
were in a position to rely on inter-continental missiles, the defences of 
the North American continent must be established in Europe. H e 
also wished to probe more deeply into the current state of American 
thinking on the major problem which would soon confront the Nor th 
Atlantic Alliance, viz., whether policy should be directed towards 
linking Western Germany more firmly with the military organisation 
of Western Europe, or whether it should move towards a process of 
disengagement designed to pave the way for an understanding with 
the Soviet Union on the basis of a unified but neutral Germany. 
These were great issues, and it was not to be supposed that they would 
be brought to a decision in the course of the forthcoming discussions 
in Paris. It was however certain that they would be broached in 
private discussions and possible that some of them might be touched 
on in the Council itself. H e would do his best to keep the Cabinet 
informed of the course of the discussions, and it might be necessary 
for them to meet urgently if the United Kingdom representatives at 
the meeting found themselves obliged to take a definite line on some 
aspect of these major questions. 

The Cabinet— 
Took note of the Prime Ministers statement. 

9. The Cabinet had before them memoranda by the Chancellor 
of the Exchequer (C. (57) 274) and the Minister for Welsh Affairs 
(C. (57) 273) and the Minister of Transport (C. (57) 283) on the 
question whether an early announcement should be made that 
construction of a bridge over the Severn would be begun during the 
financial year 1960-61. They also had before them a joint 
memorandum by the three Ministers on the cost of this project 
(C. (57) 289). 

The Minister for Welsh Affairs said that the Government were 
under strong pressure from Wales to take and to announce this 
decision. Welsh opinion was already jealous of the Governmenfs 
decision to go forward with the road bridge over the For th ; and this 
position would become worse if it became known that work on the 
Tyne tunnel was to start in 1960-61. The Severn Bridge would be an 
essential element in any soundly conceived programme of road 
development in this part of the country; and its construction, the cost 
of which would eventually be met by the receipts from tolls, was fully 
justified on economic grounds. 

The Chancellor of the Exchequer said that inflation had not yet 
been brought under effective control. Large Supplementary 
Estimates were about to be presented, and painful cuts would have 
to be made in the Estimates for 1958-59. In these circumstances it 
would be most inappropriate for the Government to announce their 
intention to proceed with this costly project in 1960-61. Capital 
projects of this magnitude should be considered as part of a balanced 
programme; and major projects should be spaced in such a way that, 
taking account of our export interests, they did not overtax the 
resources of the engineering industry and other industries concerned. 
He had instituted a system whereby a review was undertaken in the 
spring of each year of the capital programme for the ensuing two 



Malta. 
(Previous 
Reference: 
C C . (57) 80th 
Conclusions, 
Minute 4.) 

years and the new projects to be started in the third. The right time 
for taking and announcing a decision on the Severn Bridge would be 
on the occasion of the next such review in the following April. 

The Minister of Transport said that, while the Severn Bridge had 
become an acute political issue in Wales and the West of England, he 
accepted the arguments for deferring a decision until the project could 
be considered in the next review of capital commitments. On the 
question of overstraining physical resources, he thought it would be 
advisable to examine the strain which the construction of some eight 
major bridges and tunnels was likely to impose on the engineering 
industry with a view to securing the most satisfactory spacing of all 
these projects. 

Discussion showed that the Cabinet were agreed that it would be 
premature to announce a decision to embark on the construction of 
the Severn Bridge in 1960-61 until this decision could be taken in the 
context of the forthcoming review of capital undertakings for the 
three-year period ending in that year. Meanwhile, in apportioning 
funds allocated for road development in the years immediately ahead, 
the provision of £ 1 ^ millions, which would be needed to cover 
expenditure on the Severn Bridge during the first two years of 
construction, should not be diverted to other developments. It would 
also be advisable to intimate, in the forthcoming Welsh debate, that, 
while the Government were giving serious consideration to this 
matter, the impact of such major projects on limited engineering 
resources was a factor which must be taken into account. 

The Cabinet— 
(1) Endorsed the conclusion in pararaph 7 of C. (57) 274. 
(2) Invited the Minister of Transport to arrange for	 a review to 

be undertaken of the strain which major civil engineering 
projects were likely to impose on the resources of the 
industries concerned in the years ahead, with a view to 
submitting to the Cabinet in due course proposals for a 
satisfactory spacing of these projects. 

10. The Cabinet had before them a memorandum by the Home 
Secretary (C. (57) 291) submitting revised proposals for constitutional 
development in Malta which he had prepared after consultation with 
the Commonwealth Secretary, the Colonial Secretary and the Law 
Officers. 

The Home Secretary said that there were three main issues to be 
decided—first, the formula for the incorporation of Malta in the 
United Kingdom; second, the provision for Malta's representation in 
the Parliament at Westminster; and, third, the definition of the 
relation between that Parliament and the Maltese Parliament in terms 
of legislative authority. 

The first two of these issues would best be dealt with by including 
in the Integration Bill clauses on the lines of the drafts in Annex A of 
C. (57) 291. These provided that, as from the appointed day, Malta 
should be included among the territories comprised in the United 
Kingdom of Great Britain and Northern Ireland and that any 
reference to the United Kingdom should be construed accordingly; 
that in no event would Malta cease to be part of the United Kingdom 
without the consent of the Parliament of Malta; and that Malta 
should be represented in the United Kingdom Parliament and should 
not cease to be so represented without the consent of the Maltese 
Parliament. These provisions would secure to the Maltese 



Government the substance of the affirmation on the status of the 
Island which they were concerned to obtain, without involving any 
change in the Royal Style and Title or in the title of the United 
Kingdom or of its Parliament; and, while they also established the 
principle of Maltese representation in the Parliament at Westminster, 
they would allow the extent of that representation to be dealt with by 
amendment of the House of Commons (Redistribution of Seats) Act, 
1949, thus preserving the control of Parliament over membership of 
the House of Commons. 

The relation between the United Kingdom Parliament and the 
Maltese Parliament in terms of legislative authority might be defined 
in a Preamble to the Bill, either explicitly or by reference to an 
" exchange of despatches " to be contained in a Schedule to the Bill. 
These alternatives were illustrated in Annex B of C. (57) 291. 

In discussion it was suggested that the clauses governing the 
incorporation of Malta in the United Kingdom and Maltese 
representation in the United Kingdom Parliament should not provide 
that Malta would not cease to be part of the United Kingdom or to 
be represented in the Uni ted Kingdom Parliament without the 
consent of the Maltese Parliament, since these stipulations would tend 
to create the erroneous impression that the Parliament enacting the 
Integration Bill sought, and was able, to stop future Parliaments from 
any amendment of the relevant provisions. It might be preferable, 
therefore, to follow the precedent of the Union with Scotland Act, 
1706, and the Union with Ireland Act, 1800, by merely providing that 
integration should operate from the appointed day " and for ever 
a f t e r " and to establish the principle of -permanent Maltese 
representation in the United Kingdom Parliament by means of an 
appropriate reference in a Preamble rather than in the form of a 
specific clause in the body of the Bill. On the other hand, the Maltese 
Government would undoubtedly prefer that, as a matter of 
presentation, the Bill should explicitly provide that Malta would not 
cease to be part of the United Kingdom or to be represented in the 
United Kingdom Parliament without the consent of the Maltese 
Parliament; and there was a precedent for at least the first of these 
affirmations in section 1 (2) of the Ireland Act, 1949, which made a 
corresponding provision in favour of Northern Ireland. Moreover, 
it was fully understood by the Maltese Government that the United 
Kingdom Parliament could not bind succeeding Parliaments and that 
these affirmations represented no more than the firm intention of the 
parties at the time of the agreement. The balance of advantage 
therefore seemed to lie in incorporating in the Integration Bill 
clauses on the lines of those indicated in Annex A of C. (57) 291 
(omitting the words " and for ever after ") , and in including in a 
Preamble to the Bill an affirmation about the relation between the 
United Kingdom Parliament and the Maltese Parliament on the lines 
of the first version in Annex B. 

In further discussion it was emphasised that the Integration Bill 
would need to be enacted before the summer recess. It was at present 
proposed that, after a general election in Malta, integration should 
take effect automatically on the passing of a resolution by the new 
Maltese Parliament by a simple majority. Further consideration 
might, however, be given to the possibility that the Bill might be so 
drafted as to require that a resolution of the United Kingdom 
Parliament would also be needed before integration came into effect. 
Opinion among Government supporters in the House of Commons 
had hardened against the principle of integration, and the 
presentation of the revised proposals would need careful 
consideration. 

The point was also made that integration should not take 
effect before there was reasonable certainty about the future of 
the dockyard in Malta. Representatives of commercial companies 
who were interested in purchasing the dockyard would shortly be 
visiting Mal ta ; but it would be some time before their decision was 



known and, even if they agreed to acquire the dockyard, it was 
unlikely that they would be able to provide continuing employment 
for more than about half of the labour force which the Admiralty 
maintained at present. 

The Cabinet— 
(1) Approved in principle the proposals in paragraph 2 of 

C. (57) 291, subject to the omission of the words " and for 
ever after " in the first of the draft clauses outlined in 
Annex A and to the adoption in a Preamble to the Bill of 
the first version of the affirmation in Annex B. 

(2) Invited the Colonial Secretary, in consultation with the Home 
Secretary and the Minister of Defence, to consider further 
whether the integration of Malta with the United 
Kingdom should be deferred until after the United 
Kingdom Parliament had passed a resolution in favour 
of it. 

(3) Invited the Colonial Secretary to consider the timing of the 
introduction of the Integration Bill in relation to the 
progress of the enquiries regarding the future of the 
dockyard in Malta. 

(4) Authorised	 the Colonial Secretary, subject to Conclusions 
(l)-(3) above, to inform the Maltese Government of the 
views and decisions of the United Kingdom Government 
on the plan for integrating Malta with the United 
Kingdom. 

Cabinet Office, S.W. 1, 
12th December, 1957. 
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Wages Policy. 1. The Cabinet had before them a memorandum by the 
Chancellor of the Exchequer and the Minister of Labour (C. (57) 288) (Previous 


Reference: about wages policy. 

C C . (57) 83rd The Chancellor of the Exchequer said that the Government Conclusions, 
Minute 3.) 	 should now adhere firmly to the policy which they had adopted— 

emphasising, where appropriate, the need and opportunities for price 
reductions and avoiding any binding statements about modifications 
of the system of arbitration and collective bargaining. The attitude 
to be adopted towards individual wage claims would need to be 
decided in each case in the light of the circumstances at the time. 

In discussion there was general agreement with these views. It 
was pointed out, however, that in so far as price reductions affected 
stocks, they would inflict losses on the traders concerned. It might 
therefore be preferable that the Government should be seen to 
welcome them where they occurred rather than to seek to secure them 
regardless of the circumstances. 

The Cabinet— 
Took note, with approval, of C. (57) 288. 

Industrial *2. The Home Secretary said that the Ministerial Committee on 
Disputes. Emergencies had recently completed a review of the arrangements for 
(Previous . maintaining essential supplies and services in the event of industrial 
Reference: unrest. Planning had been carried as far as was practicable. In 
C C . (57) 60th 	 particular, plans had been made for the employment of Servicemen 
Conclusions, and civilian volunteers in an emergency and for the strengthening of Minute 4.) the Emergencies Organisation in the regions. If a major emergency 

developed, it might be desirable that the Government should be 
represented in the regions by Ministers, who would act as chairmen 
of the Regional Committees. On this he would submit proposals to 
the Prime Minister. 

In discussion the Cabinet were informed that, in the event of a 
railway strike, it should be possible to maintain essential supplies for 
several weeks, provided that the road transport system continued to 
operate. It would be unwise, however, to assume that the unions 
would be unable, having regard to their own resources and to the 
system of P.A.Y.E. refunds, to sustain a Strike beyond that period. 

The Cabinet— 
Took note of these statements. 

Electrical 3. The Cabinet had before them a memorandum by the 
Trades Union Minister of Labour (C. (57) 294) on allegations that the Executive 

Council of the Electrical Trades Union (E.T.U.) had recently 
manipulated the election of new members in favour of Communist 
candidates and had altered the CounciFs rules in order to strengthen 
its position as against its members. 

The Minister of Labour said that investigation would probably 
confirm that the Council were not formally guilty of any irregularity. 
The allegations had, however, aroused considerable public disquiet, 
and Government supporters whom he had consulted, while endorsing 
the view that it was primarily for the union concerned or, alternatively, 
the Trades Union Congress (T.U.C.) to take steps to ensure that the 
affairs of this union would be administered more satisfactorily in 
future, were also of the opinion that, failing such action, the 
Government would be obliged to consider whether they should 
themselves intervene. It might strengthen the position of those 
elements in the T.U.C. who were prepared to contemplate taking 
action under their own rules if he conveyed a private warning in this 
sense to the Chairman of the General Council. Nevertheless, it would 

* Previously recorded in a Confidential Annex. 
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not be easy to devise means by which the Government could properly 
intervene in the affairs of a union, especially since new legislation 
would probably be required. He would give further consideration 
to this aspect of the matter. 

The Cabinet— 
(1) Took note of C. (57) 294. 
(2) Authorised the	 Minister of Labour to advise the Chairman 

of the Trades Union Congress, on the lines which he had 
indicated, of the Governmenfs attitude towards the 
allegations of irregularity in the proceedings of the 
Executive Council of the Electrical Trades Union. 

Rent 4. The Cabinet had before them a memorandum by the 
Restriction. Secretary of State for Scotland (C. (57) 292) submitting proposals 
(Previous for raising the rents of houses in Scotland belonging to certain 
Reference: Government-sponsored bodies, namely, the Scottish Special Housing 
C.C. (57) 15th Association, the Scottish National Housing Companies and the New 

o f E a s tT o w n  C o r o r a t i o n sM i n u t e ? )  S ' P	  Kilbride and Glenrothes. 

Scotland.  j Secretary of State for Scotland said that no increase would n e

amount to more than Is. 6d. a week and provision would be made for 
rebates in cases of hardship. The proposals were acceptable to the 
managing bodies of the organisations concerned and should be 

. endorsed by responsible Scottish opinion. Nevertheless, they would 
give rise to a disparity, amounting to about 14s. a week in an extreme 
case, between the rents of these houses and the rents of local authority 
houses. They would therefore be liable to provoke social protest, in 
the form of tenants ' strikes, which might develop into industrial 
unrest. It was essential, however, following the enactment of the 
Housing and Town Development (Scotland) Act, that the rents of 
Government-controlled houses in Scotland should be placed on a 
more economic footing. It was proposed that the increases should be 
announced on 15th January to come into effect, after the necessary 
periods of consultations and notice, about mid-summer 1958. 

In discussion there was general agreement that the proposed 
increases were justified, particularly since the revised rents would not 
be out of line with the rents of comparable houses in England. In 
order to reduce the risk of adverse reactions on current wage 
negotiations, however, there would be advantage, if the necessary 
preparations could be completed in time, in making the proposed 
announcement as early in the New Year as possible instead of 
deferring it until 15th January. 

The Cabinet— 
(1) Endorsed the proposals in C. (57) 292. 
(2) Invited the	 Secretary of State for Scotland to give further 

consideration to advancing the date of the public 
announcement of these proposals. 

North	 Atlantic 5. The Prime Minister made a report to the Cabinet on the 
Council. meeting of the Nor th Atlantic Council held in Paris from 16th to 
(Previous 19th December. 
Reference: 
C.C. (57) 84th The Prime Minister said that the results of this meeting were, on Conclusions, the whole, satisfactory. The suspicions, aroused by the Washington Minute	 8.) 

meeting, of a new phase of Anglo-American hegemony in the Alliance 
had been dispelled. The principle of independence—military, 
political and economic—had been accepted. There had been a 
welcome recognition, aided by recent developments in Indonesia, that 
the main Communist threat to the free world lay, not in military 
aggression in Europe, but in economic penetration and political 
subversion elsewhere. The Secretary-General had been instructed to 



explore the possibilities of closer association with other defensive 
alliances ranged against Communist encroachment. The American 
offer to locate stocks of atomic weapons and ballistic missiles in 
Europe had not led to any division of principle within the Alliance. 
This offer had been accepted by the Alliance as a whole on the basis 
that the location of the stocks and the missiles would be determined 
by strategic considerations and regulated by bilateral agreements with 
the countries concerned. 

The great issue which had emerged at the meeting was that of 
reconciling the need to strengthen the military power of the Alliance 
with the growing feeling in Europe that no opportunity should be 
lost of settling outstanding differences with the Soviet Union. On this 
there had at the outset been some danger of a rift between the United 
States Government and some of the European members of the 
Alliance. The Prime Minister had been able to reconcile what might 
otherwise have developed into a conflict of view by proposing that 
the policy of the Alliance should be based on the concept which 
Sir Winston Churchill had embodied in the phrase " w e arm to 
parley." This concept had enabled the meeting to approve measures 
for increasing the military strength of the Alliance, by accepting the 
principle of balanced collective forces and the American offer of 
modern weapons, and at the same time to put forward the suggestion 
that a meeting of Foreign Ministers should be held to attempt to 
break the deadlock in the international discussions on disarmament. 
The meeting had thus produced a balanced set of decisions which 
would probably be found to be in accord with the mood of public 
opinion in Europe. 

The Reith Lectures recently delivered by Mr. George Kennan 
had revived public interest in the future of Germany, which continued 
to be the crux of the European problem. The possibility of a unified 
and neutral Germany would again be canvassed; and those who 
advocated this solution would play on the feelings of those who were 
growing tired of maintaining resistance to Communist encroachment. 
This was a dangerous development which must be carefully handled. 
Germany had always formed part of the Nor th Atlantic area, first as 
an occupied country and later as an independent member of the 
Alliance; and it must be recognised that, without Germany, the 
Nor th Atlantic Alliance could not in practice form an effective shield 
against Soviet encroachment. 

In discussion the following points were made : — 
(a) The Government must give their supporters a firmer lead on 

policy towards Europe. They must also counter the view that 
international Communism was losing its dynamic force and 
abandoning its ambition for world domination. 

(b) An answer must be found to Russian claims of pre-eminence 
in scientific and technological achievement. There were indications 
suggesting that, by encouraging the exchange of visits by business men 
and by increasing the teaching of foreign languages, the Russians were 
now preparing for increased competition for foreign trade. 

(c) It was increasingly important that the productive surpluses 
of the United States and Germany should be harnessed to the task 
of checking Soviet economic penetration overseas, especially in the 
less developed countries. The Prime Minister said that in this context 
he had been glad to hear that President Eisenhower was proposing 
to ask Congress to increase the appropriations for foreign aid. 
During the discussions in Paris he had also impressed on the German 
representatives the need of their co-operation in financing economic 
development overseas, and further steps must be taken to keep this 
point in the minds of German Ministers. 

(d) Fur ther thought should be given to the possibility of 
concentrating on selected countries the capital resources available for 
economic development in the free world. 



(e) It would be helpful if the Cabinet could have an appreciation 
of the military value of siting ballistic missiles at advanced points in 
Europe, so that this could be weighed against the political advantage 
which might be gained from a decision that these weapons should 
not be located east of the Rhine. The Minister of Defence said that 
he would welcome an early opportunity for discussion of this subject 
—in the first instance, perhaps, in the Defence Committee. 

The Cabinet— 
(1) Took note of the Prime Minister's statement and of the points 

raised in discussion. 
(2) Expressed their	 appreciation of the results achieved at the 

recent meeting of the Nor th Atlantic Council and of the 
notable contribution which the Prime Minister had made 
in securing those results. 

Cabinet Office, S.W.1, 
20th December, 1957. 
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Government
Expenditure.

 1. The Prime Minister read to the Cabinet a letter which he 
 had received from President Eisenhower after his return from the 
 recent meeting of the North Atlantic Council. This letter was 

welcome evidence of the renewed desire of the United States 
Government to work in close co-operation with the United Kingdom. 

 2. The Cabinet took note of a memorandum by the Prime 
 Minister (C. (57) 296) outlining the main problems which faced the 
 Government. 

j p f  Minister said that he was confident^ that he could n e r me

i y  U p Q fc  colleagues, under the leadership of the Home Secretary, r e  n s

f t these problems, during his absence on his forthcoming 
 Commonwealth tour, in a spirit of co-operation and of loyalty to the 

main causes which the Government served. 

t o c o n 	  r o n  

 3. The Cabinet resumed their discussion of a memorandum by 
 the Secretary of the Cabinet (C. (57) 244) on the proposal that Cabinet 
 records should be opened to public inspection after fifty years. 

j f j i  i   it s pointed out that, under the Public Records n s c u s s  o n  w a  

 gjij	  p t before Parliament, Departmental records in general a t r e s e n  

would be made available for public inspection in the Public Record 
Office after fifty years and that, since these records would often 
incorporate extracts from Cabinet records, it would be reasonable 
that the latter should also be opened to public inspection, provided 
that particular categories of papers could be withheld for a longer 
period. Moreover, the impersonal style in which Cabinet discussions 
were recorded should protect members of the Cabinet from the 
disclosure of individual views which might be embarrassing even 
after fifty years and should ensure that Ministers would continue to 
feel able to exchange opinions freely. 

The Prime Minister said that the balance of advantage appeared 
to lie in allowing Cabinet records to be opened to public inspection 
after fifty years. The Governments conclusion on this question need 
not, however, be announced until the Public Records Bill had been 
enacted. At that point it would be necessary to secure the agreement 
of the Opposition Parties to the proposal and to seek the consent of 
The Queen to its implementation. 

The C a b i n e t 
(1) Approved, in principle, the proposals in C. (57) 244. 
(2) Took	 note that the Prime Minister would arrange that, 

subject to the consent of The Queen and the agreement 
of the Leaders of the Opposition Parties, the Governmenfs 
decision on this question should be announced at the 
appropriate time. 

 *4. The Cabinet had before them a memorandum by the 
 Chancellor of the Exchequer (C. (57) 295) on the Civil Estimates, 

1958-59, together with memoranda by the Chancellor of the 
Exchequer (C. (57) 298) and the Minister of Defence (C. (57) 297) 
on the Defence Estimates, 1958-59. 



The Chancellor of the Exchequer said that, when stringent 
measures had been taken in September to limit public investment 
and to restrict bank advances in the private sector, it had been made 
clear that steps would be taken to limit current Government 
expenditure. In the event Supplementary Estimates of some £100 
millions would. be required for the current year, while the Civil 
Estimates submitted for 1958-59 were £275 millions higher than the 
original Estimates for 1957-58, showing the largest increase ever 
recorded in peace-time. The buoyancy of the revenue and the growth 
of the Gross National Product provided no real solution to this 
problem, since both reflected the inflationary conditions which the 
Government sought to cure. Moreover, the high level of taxation 
which contributed to the increase in revenue was itself a major cause 
of inflationary pressure. Action ought therefore to be taken in 
respect of current Government expenditure equivalent to that already 
taken in respect of bank advances and public investment. For this 
purpose it should be the aim to reduce the total of Civil and Defence 
Estimates for 1958-59 to a figure no greater than the probable 
expenditure of 1957-58, including the Supplementary Estimates. 
This would involve a reduction of £153 millions in the Civil and 
Defence Estimates as at present proposed. The normal procedures 
of Treasury scrutiny, if stringently applied, might achieve economies 
of about £40 millions. Further reductions could only be achieved 
by major decisions of policy. Such decisions might secure savings 
of some £40-50 millions in expenditure on the health and welfare 
services; and further economies of the same magnitude should be 
sought in defence expenditure. A major saving of some £65 millions 
a year could, however, be achieved if the family allowance for the 
second child was abolished. Economies of this nature would be 
difficult to achieve and politically unpopular. But they were 
unavoidable if the Government were to succeed in imposing an 
effective check on inflation and averting the threat to the stability 
of sterling. 

In discussion there was general agreement that economies in 
Government expenditure must be secured. For the following reasons, 
however, doubts were expressed about the practicability of some 
of the more drastic measures envisaged. 

(a) I t was perhaps unrealistic to suppose that the Estimates for 
1958-59 could fully reflect a disinflationary policy which had been 
launched as recently as last September. It wotild be only in 1959-60 
that this policy could be expected to yield its full return in terms of 
the stability of Government expenditure. 

(b) I t was doubtful whether selective scrutiny of Departmental 
Estimates could be expected to yield large economies, while the 
imposition of a uniform reduction in those Estimates would be 
impracticable because of statutory commitments. There was general 
agreement therefore that to obtain a large reduction in expenditure 
it would be necessary to revise Government policy in selected fields. 

(c) A considerable part of the increase in expenditure was 
attributable to the growing cost of the agricultural price support 
policy in a period of declining world prices for agricultural products 
and to the emergence, for the first time, of a deficit on the National 
Insurance Fund. But the former was the result of a situation which 
should itself exert a disinflationary influence on the economy, while 
the latter could be rectified, though not immediately, if the 
Government decided to introduce a graduated pensions scheme 
related to earnings. 

(d) Any significant reduction of expenditure overseas, 
particularly in respect of investment in our dependent territories, 
would be difficult to achieve in view of the long-term commitments 
which we had undertaken for promoting social and economic 
development. It would also provide further openings for 
penetration of friendly countries by hostile influences. 



(e) Considerable economies had already been made in defence 
expenditure and further large reductions were impracticable at the 
present stage if existing policies were to be maintained. In particular, 
any reduction in the amount provided for improvements in Service 
pay, allowances and amenities would seriously prejudice the prospects 
of improved recruitment. Nor would it be desirable to reduce the 
expenditure attributable to the development of nuclear weapons 
until it was clear how far the United States would be prepared, 
possibly in the context of an international agreement on disarmament, 
to share essential information with us more freely. 

The Prime Minister, summing up the discussion, said that there 
was general agreement that the Governments anti-inflationary 
policies must continue to be vigorously applied. To this end it 
would be necessary to achieve substantial reductions in the Estimates 
for 1958-59. But the precise amount of these reductions was less 
important than the ability of the Government to demonstrate that 
they were adhering to their aim of limiting the quantity of money 
in circulation. Moreover, the nature of the economies and the timing 
of their application must not be such as to prejudice the paramount 
objective of securing wage stability or to involve the Government 
in a politically indefensible position. In the light of these 
considerations it would be desirable first to establish the maximum 
economies in both civil and military expenditure which could be 
achieved within present policies, and thereafter to examine what 
adjustments of policy might be practicable to secure the further 
economies required. 

The Cabinet— 
(1) Took	 note that the Prime Minister would arrange for 

Departments to be instructed to secure the maximum 
reductions in the Civil Estimates, 1958-59, which were 
compatible with present policies. 

(2) Invited	 the Minister of Defence, in consultation with the 
Chancellor of the Exchequer, to consider what further 
economies could be effected in the Defence Estimates for 
1958-59, having regard to the points made in their 
discussion. 

Air Defence *5. The Prime Minister said that, after a careful examination 
of the United1 by the Defence Committee of the issues involved in the future air 
Kingdom. defence of the United Kingdom, he had reached the conclusion that 

he could not recommend the Cabinet to disband Fighter Command. 
Although there was a strong case on purely military grounds for 
dispensing with fighter aircraft in the near future, public opinion, 
both in this country and among our allies in the North Atlantic 
Alliance, would be liable to react adversely to our apparent inability 
to provide a defence for the deterrent; nor would it be politic to leave 
the United Kingdom without protection against aerial reconnaissance 
and intrusion. While it was Unfortunate that expenditure on research 
and development in connection with fighter aircraft would need to 
continue, this expenditure would not be substantial in the next year 
or two, and a further review of the position would be made in due 
course in the light of the latest assessment of the nature of a possible 
attack on this country. 

The Cabinet— 
Took	 note, with approval, of this statement. 

* Previously recorded in a Confidential Annex. 



Aircraft 6. The Minister of Civil Aviation said that both the de 
Industry.
(Previous
Reference:
C C . (57) 60th
Conclusions,
Minute 5.)

 Havilland Aircraft Company and the Bristol Aeroplane Company 
 were prepared to undertake the design and construction of the new 

 jet air liner required by British European Airways (B.E.A.). B.E.A. 
 had expressed a preference for manufacture by the de Havilland 

 Company. This Company, however, had been reluctant to 
 co-operate in the rationalisation of the aircraft industry which the 

Government were concerned to bring about, whereas the Bristol 
Aeroplane Company had expressed their readiness to join with the 
Hawker-Siddeley Group in this project. It would, therefore, be 
desirable that the Government should seek to influence B.E.A., so 
far as possible, to place their order with Bristols rather than with 
de Havillands. 

The Cabinet— 
Took note of this statement. 

Cabinet Office, S.W.1, 
31st December, 1957. 


